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21st CoNGRrEss ) . "/ Ho.
1st Session. [ Rep. No. 358. ] " Ho. or Rees,

BANK OF THE UNITED STATES.

———
ArriL 13, 1830.
Read, and laid upon the table.
———

Mg. McDurrig, from the Committee of Ways and Means, to which the
subject had been referred, made the following ‘ °

REPORT:

The Committee of Ways and Means, to whom was referred so much of
the Message of the President as relates to the Bank of the United
States, beg leave to report: ‘

That they have bestowed upon the subject all the attention demanded by
its intrinsic importance, and now respectfully submit the result of their de-
liberations to the consideration of the House. There are few subjects, hav-
ing reference to the policy of an established government, so vitally connect-
ed with the health of the body politic, or in which the pecuniary interests
of society are so extensively and deeply involved. No one of the attributes
of sovereignty .carrios with it a more solemn responsibility, or calls in
requisition a higher degree of wisdom, than the power of regulating the
common currency, and thus fixing the general standard of value for a great
commercial community, composed of confederated States.

Such being, in the opinion of the committee, the high and delicate trust
exclusively committed to Congress by the Federal Constitution, they have
proceeded to discharge the duty assigned to them with a correspording
sense of its magnitude and difficulty. :

The most simple and obvious analysis of the subject, as it is presented by
the message of the President, exhibits the following questions for the deci~
. sion of the National Legslature:

1. Has Congress the constitutional power to incorporate a bank, such as
that of the United States? :

2. Is it expedient to establish and maintain such an institution?

3. Is it expedient to establish ¢“a National Bank, founded upon the credit
of the Government and its revenues?”’ ~

I If the concurrence of all the departments of the Goverement, at dif-
ferent periods of our history, under every administration, and during the
ascendency of both the great political parties, into which the country was
divided, soon after the adoption of the present Constitution, shall be re-
garded as having the authority ascribed to such sanctions by the common.
consent of all well regulated communities, the constitutional power of Con-
gress to incorporate a bank, may be assumed as a postulate no longer open
to controversy. In little more than two years after the Government went
into operation, and at a period when most of the distinguished members of
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the Federal Convention were either in the Executive or Legislative councils,
the act, incorporating the first bank of the United States, passed both
branches of Congress by large majorities, and received the deliberate sagec-
tion of President Washington, who had then recently presided over the de-
liberations of the Convention. The constitutional power of Cangress te
pass the act of incorporation, was thoroughly investigated, both in the Exe-
cutive Cabinet and in Congress, under circumstances, in all respects, propitious
te a dispassionate decision. There was, at that time, no organization of po-
litical parties, and the question was, therefore, decided by these, who, from
their knowledge and experience, were peculiarly qualified to decide correct-
ly; and who were entirely free from the influence of that party excitement
and prejudice, which would justly impair, in the estimation of posterity, the
authority of a legislative interpretation of the constitutional charter. No
persons can be more competent to give a just construction to the Constitu-
tion, than those who had a principal agency in framing it; and no adminis-
tration can claim a more perfect exemption from all those influences which,
sometimes, pervert the judgménts, even of the most wise and patriotic,
than that of the Father of his Country, during the first term of hisservice.
Such were the circumstances, under which all the branches of the National

Legislature solemnly determined that the power of creatinga National Bank
was vested in Congress by the Constitution. "The bank thus created, con-
tinued its operations for twenty years—the period for which its charter was
granted—during which. time, public and private credit were raised, from a
prostrate, to a very elevated condition, dnd the finances of the nation were
placed upon the most solid foundation.

* Whenthe charter expired, in 1811, Congress refused torenew it, prineipally
owing, as the committee believe, to the then existing state of political parties.
Soon nfter the bank was chartered, the two gleat parties that have since di-
vided the country, began to assume an organized existence.. Mr. Jefferson
and Mr. Madison, the former in the Executive Cabinet, and the latter in
Congress, had been opposed to the establishment of the bank, on constitutional
grounds, and being placed at the head of the party most unfavorable to the
extension of the powers of the Government, by implication, the bank ques-
tion came to be regarded as, in some degree, the test of political principle.

- When Mr. Jefferson came into power, upon the strong tide of a great
political revolution, the odium of the Alien and Sedition laws was, in
part, communicated to the Bank of the United States; and, although he
gave his official sanctien to an act, creating a new branch of-that institution,
at New Orleans, and to another to punish the counterfeiting of its bills, yet,
when the question of renewing the charter came before Congress, it was
discussed as a party question. And, though some of the most distinguished
republicans, including Mr. Gallatin, then Secretary of the Treasury, and -
.:Mr; Crawford, then a member of the Senate, were decidedly in favor of the
renewal, sustaining the measure by able arguments, the votes in both branches
of Congress were distinctly marked as party votes. At no time, since
the commencement of the Government, has there existed a more violent
party excitement, than that which marked the period under review. It was
the period of the embargo, non-intercourse, and other commereial restric-
tions; when the undiseriminating opposition of the leaders of the federal
party to the measures adopted by the administration, to vindieate our rights
against British aggression, had caused the great majority of the American
people to view these leaders as the apologists of a nation, already regarded

N"”‘ v, M«*"/bé 2

~

a0
- N

1571




[ Rep. No. 358. ] | 3

in the light of a public enemy. When to these circumstances we add, that
the stock of the bank was principally held by British subjects, and Ameri-
eans of the unpopular party, the House will rcadily perceive how great were
the national and party prejudices, which must have been arrayed against the
proposition to renew its charter. It was statcd by Mr. Clay, in a speech
delivered in the Senate, that seven-tenths of the stock belonged to British
subjects, and that certain English noblemen, and alate Lord Chancellor, were
among the very largest of the stockholders. With all these difficulties to en-
counter, the proposition for renewing the charter was lost only by the cast-
ing vote of the President of the Senate, and by a majority of a single vote in
the House of Representatives. -

In less than three years after the expiration of the charter—the war with
Great Britain having taken place.in the mean time—the circulating medium
became so disordered, the public finances so deranged, and the public credit
8o impaired, that the enlightened patriot, Mr. Dallas, who then presided over
the Treasury Department, with the sanction of Mr. Madison, and, as it is be-
lieved, every member of the cabinet, recommended to Congress the esta-
.blishment of a National Bank, as the only measure by which the publig
credit could be revived, and the fiscal resources of the Government redeemed
from a ruinous, and otherwise incurable embarrassment: and, such had been
the impressive lesson taught by a very brief, but fatal experience, that the
very institution, which had been so recently denounced, and rejected by the
republican party, being now recommended by a republican administration,
was carried through both branches of Congress, as a republican measure, by
an overwhelming majority of the republican party. It is true that Mr.,
Madison did not approve and sign the bill which passed the two Houses, be-
eause it was not such a bill as had been recommended by the Secretary of the
Treasury, and because the bank it proposed to create, was not calculated, in
the opinion of the President, to relieve the necessities of the country. But
he premised his objections to the measure, by ¢*.waiving the question of the
constitutional authority of the Legislature to establish an incorporated bank,
as being precluded, in his opinion, by repeated recognitions, under varied
eircumstances, of the validity of such an institution tn acts of the Legisla-
tive, Executive, and Judicial branches of the Government, accompanied b
indications, in different modes, of a concurrence of the general will of the
nation.”” Another bill wasimmediately introduced, and would, in all pro-
bability, have become a law, had not the news of peace, by doing away the
pressure of the emergency, induced Congress to suspend further proceedings
on the subject, until the ensuing session. At the commencement of that
session, Mr. Madison invited the attention of Congress to the subjeet, and
Mr. Dallas again urged the necessity of establishing a bank, to restore the
. currency, and facilitate the collection and disbursement of the public reve~
nue; and so deep and solemn was the convictton upon the minds of the pub-
lic functionaries, that such an institution was the only practicable means of
restoring the circulating medium to a state of soundness, that, notwithstand-
ing the decided opposition of all the State banks and their debtors, and, in-
deed, the whole debtor class of the community, the act, incorporating the
present Bank of the United States, was passed by considerable majorities in-
both branches of Congress, and approved by. Mr. Madison. S _

This brief history ‘of the former and present bank, forcibly suggestsa few
practical reflections. It is to be remarked, in the first place, that, since the
adoption of the Constitution,- a bank has existed under the auathority of fhe

-
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Federal Government, for thirty-three out of forty years; during which time,
public and private credit have been maintained at an elevation fully equal to
what has existed in any nation in the world: whereas, in the two short in-
tervals, during which no national bank existed, public and private credit
were greatly impaired, and, in the latter instance, the fiscal operations of the
Government were almost entirely arrested. In theseeond place, it is worthy
of special notice, that, in both the instances in which Congress has created a
bank, it has been done under circumstances calculated to give the highest au-
thority to the decision. The first instance, as has been already remarked,
was in the primitive days of the republic, when the patriots of the Revolu-
tion, and the sages of the Federal Convention, were the leading members
both of the Executive and Legislative councils; and when General Wash-
ington, who, at the head of her armies, had conducted his country to inde-
{)endence, and, as the head of the Convention, had presided over those de-
iberations which resulted in the establishment of the present Constitution,
was the acknowledged President of a people, undistracted by party divi-
sions. The second instance was under circumstances of a very different but
equally decisive character. We find the very party which had so recently
defeated the proposition to renew the charter of the old bank, severely
schooled both by adversity and experience, magnanimously sacrificing the
fride of consistency, and the prejudices of party, at the shrine of patriotism.

t may be said without disparagement, that an assembly of higher talent and
purer patriotism has never existed since the days of the Revolution, than the
Congress by which the present bank was incorporated. If ever a political
party existed, of which it might be truly said, that ¢¢all the ends they aimed

at were their country’s,”’ it was the republican party of that day. They-

had just conducted the country through the perils of a war, waged in de-
fence of her rights and honer, and, elevating their views far above the nar-
row and miserable ends of party strife, sought only to advance the perma-
nent happiness of the people. It was to this great end, that they established
the present bank. : :

In this review, it will be no less instructive than curious, to notice some
of the changes made in the opinions of prominent men, yielding to the au-
thority of experience. Mr. Madison, who was the leading opponent of the
baok created in 1791, recommended and sanctioned the bank created in
1816; and Mr. Clay, who strenuously opposed the renewal of the charter in
1811, as strenuously supported the proposition to grant the charter in 1816.

That may be said of the bank charter, which can be said of few contested
questions of constitutional power. Both the great political parties that have
so long divided the country, have solemnly pronounced it to be oconstitu-
tional, and there are but very few of the prominent men of either party,
who do not stand committed in its favor. When, to this imposing array of
authorities, the committee add the solemn and unanimous decision of the Su-
preme Court, in a case which fully and distinctly submitted the constitu-
tional question to their cognizance, may they notask, in the language of Mr.
Dallgs, ‘““can it be deemed a violation of the right of private opinion te
consider the constitutiaifality of a national bank as a question farever set-
tled and at rest?”’ .

Add here the committee beg to be distinctly understood, as utterly dis-
claiming the idea of ascribing to the decision of any ar of all the depart-
ments of the Government, upon a great constitutional question, the binding

authority which belongs to judicial precedents, in cases of mere private
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right, depending upon the construction of the ordinary acts of the Legisla-
ture. No length of prescription, or concurrence of authority, can conse-
crate the usurpation of powers subversive of public liberty, and destructive
of public happiness. But, where the power exercised is clearly conducive
to the public welfare, and its constitutionality is merely doubtful, it would
seem to be one of the most obvious dictates of practical wisdom, to regard
the decision ofthose who had the best means of ascertaining the intention of
the Constitution, and who were actuated by the most undoubted purity and
disinterestedness of motive, as of sufficient authority at least to overrule
theoretical objections and silence individual scruples.

The committee will now submit a few remarks, with the design of shew-
ing, that, viewing the constitutionality of the bank as an original question,
the arguments in its favor are at least as strong as those against it.

The earliest, and the principal objection urged against the constitution-
ality of a national bank, was, that Congress had not the power to create eor-
porations. Thot Congress has a distinct and substantive power to create
corporations, without reference to the objects entrusted to its jurisdiction, is
a proposition which never has been maintained, within the knowledge of the
committee; but, that any one of the powers expressly conferred upon Con-
gress, is subject to the limitation, that it shall not be carried into effect by
the agency of a corporation, is a proposition which cannot be maintained, in
the opinion of the committee.

If Congress, under the authority to pass all laws, necessary and proper
for carrying into effect the powers vested in all or any of the departments
of the Government, may rightfully pass a law inflicting the punishment of
death, without any other authority, it is difficult to conceive why it may
not pass a law, under the same authority, for the more humble purpose of
oreating a corporation. The power of creating a corporation, is one of the
lowest attributes, or, more properly speaking, incidents, of sovereign power.
The chartering of a bank, for example, does rot authorize the corporation
to do any thing, which the individuals composing it might not do without
the charter. It isthe right of every individual of the Union to give credit
to whom he chooses, and to obtain credit where he can_get it. It is not the
policy. of any commereial country to restrict the free circulation of credit,
whether in the form of promissory notes, bills of exchange, or bank notes.
The charter of the Bank of the United States, therefore, merely enables the
corporation to do, in an artificial capacity, and with more convenience,
what it would be lawful for the individual corporators to do without in-

.corporation. Mr. Girard established a bank in Philadelphia without a char-.
ter, which was in very high credit within the sphere of its circulation; and
it cannot be doubted, that he might bave formed a banking co-partnership
with the principal capitalists in the other commercial cities of the Union, of
which the bills would have had a general credit in every part of the country,
particularly if the Federal Government had provided that these bills should
be received in discharge of its dues. The only material particular in which
the charter of the Bank of the United States” confers a privilege upon the
corporation, apparently inconsistent with the State laws, is, the exemption
of the individual pruperty of the corporators from responsibility for the
debts of the corporation. But, if the community deal avith the bank, know-
ing that the capital subscribed is alone liable for its debts, no one can com-
plain either of imposition or injury; and, in point of fact, no one ever has
complained on that score,- or ever will. The real complaint against the
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bank, is not that it has not a sufficient basis for its credit, but that its credit istoo
extensive. - The objection lies, therefore, not against the artificial character
communicated to the stockholders by the charter, but against the pecuniary
operations of the bank itself. Now, these operations consist in the use of its
own capital-—a faculty not surely derived from the Government, but, in the
exercise of which, the Government imposes many useful restrictions for. the
benefit of itself and of the community. ) t

The committee have presented this brief analysis of a bank corporation,
with the view of showing that there is nothing in the nature of the thing,
which renders it unfit to be an instrument in the handsof a government, ad-
mitted to be sovereign in its appropriate sphere, for carrying into ¢Ject
powers expressly delegated. .

It now remains for the committee to show that the Bank of the United
States is a “ necessary and proper,’’ or, in other words, a natural and appro-
priate means, of executing the powers vested in the Federal Government.
In the discussion of 1701, and also in that before the Supreme Court, the
powers of raising, collecting, and disbursing the public revenue, of borrow-
ing money on the credit of the United States, and paying the public debt,
were those which were supposed most clearly to carry with them the inei-
dental right of incorporating a bank, to facilitate these operations. There
can be no doubt, that these fiscal operations are greatly facilitated by a bank,
and it is confidently believed, that no .person has presided twelve months
over the Treasury, from its first organization to the present time, without
coming to the conclusion, that such an institution is excecedingly useful to
the public finances in time of peace, but indispensable in time of war. But
as this view of the question has been fully unfolded in former discussions,
familiar to the House, the committee will proceed to examine the relation
which the Bank of the United States bears to another of the powers of the
Federal Government, but slightly adverted to in former discussions of the
subject. - -

'i]'he power to ¢coin money and fix the value thereof,’” is expressly and
exclusively vested in Congress. This grant was evidently intended to in-
vest Congress with the power of regulating the circulating medium. ¢Coin’”
was regarded, at the period of framing the Constitution, as synonymous with
¢¢currency;’’ as it was then generally believed that bank notes could only
be maintained in circulation by being the true representative of the precious
metals.. The word ¢¢coin,” therefore, must be regarded as a particular term,
standing as the representative of a general idea. . No principle of sound con-
struction will justify a rigid adherence to the letter, in - opposition to the
plain intention of the clause. If, for example, the gold bars of Ricardo
should be substituted for our present coins, by the general consent of the
eommercial world, could it be maintained that Congress would not have the
power to make such money, and fix its value, because it is not ¢¢ coined?”
This would’ be sacrificing sense to sound, and substance to mere form. This
clause of the Constitution is analogous to that which gives Congress the
power ¢¢ to establish post roads.”  Giving to the word ¢ establish’ its re-
stricted interpretation, as being equivalent to ¢ fix,”” or ¢ prescribe,”’ can it
be doubted that Congress has the power to establish a canal, or a river, asa
post route, as well as a'road? Roads were the ordinary channels of convey-
ance, and the term was, therefore, used as synonymous with ¢ routes,”
whatever might be the channel of transportation, and, in like manner, ¢coin,”
being the ordinary and most known form of a circulating medium, that térm -
was used as synonymous with eurrency. ‘

v
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An argument in favor of the view just taken, may be fairly deduced from
the fact, that the States are expressly prohibited from ¢¢coining money, or
- emitting bills of ecredit,”” and from ¢“ making any thing but gold and silver
a lawful tender in payment of debts.”” Thisstrongly confirms the idea, that -
the subject of regulating the circulating medium, whether consisting of coin
or paper, was, at the same timeethat it was taken from the control of the
States, vested in the only depository in which it could be placed, consistent-
ly with the obvious design of having a common measure of value through-
out the Union.
But, evenif it should be conceded, that the grant of powerto ¢¢ eoin money
and fix the value thereof”’ does not, in its terms, give Congress the power
of regulating any other than the ¢ coined”’ currency of the Union, may not
the power of regulating any substituted currency, -and especially one which
is the professed representative of coin, be fairly claimed as an incidental
‘power——as an essential means of carrying into effect the plain intention of the
Constitution, in clothing Congress with the principal power? This power
‘was granted in the same clause with that to regulate weights and measures,
and for similar reasons. The one was designed to ensure a uniform measure
of value, as the other was designed to ensure a uniform measure of quantity.
The former is decidedly the more important, and belongs essentially to the
General Government, according to every just conception of our system. A
currency of uniform value is essential to what every one will admit to be of
cardinal importance: the equal action of our revenue system, upon the differ-
ent parts of the Union. The state of things which existed when the Bank
was incorporated, furnished a most pregnant commentary on thig clause of
the Constitution. The currency of the country consisted of the paper of lo-
«£al banks, variously depreciated. At one of the principal sea-ports the local
currency was 20 per cent. below par. Now it was in vain for Congress to
regulate the value of coin, when the actual currency, professing to be its equi-
valent, bore no fixed relation to it. This great and essential power of fixing
the standard of value, was, in point of fact, taken from Congress, and exer-
cised by some hundreds of irresponsible banking corporations, with the
strongest human motives to abuse it, because their enormous profits resulted
from the abuse. The power of laying and collecting imposts and excises, is
expressly subject to the condition that they ¢ shall be uniform throughout
the United States;’’ and it is also provided, that ¢¢ no preference shall be given,
by any regulation of commerce, or revenue, to the ports of one State over
those of another.” Now, when it is known that the circulating medium of
Baltimore was 20 per cent. below the value of the circulating medium of Bos-
ton, is it not apparent that an impost duty, though nominally uniform, would,
in effect, make a discrimination in favor of Baltimore, proportioned to the
depreciation of the local currency? Congress, therefore, rot only had the
power, but, as it seems to the committee, were under the most solemn con-
stitutional obligations to restore the disorded currency; and the Bauk of the
Uaited States was not only an appropriate means for the accomplishment of
that end, but, in the opinion of the committee, the only safe and effectual
means that could have been used. This vizw of the subject is in full aceord-
ance with the opinion of Mr. Madison, as expressed in his message of De-
cember, 1816. ¢¢But, says he, for the interest of the community at large,
as well as for the purposes of the Treasury, it is essential that the natiom
should possess a currency of equal value, credit, and use, wherever it may cir- -
culate. The Constitution hus entrusted Congress, exclusively, with the
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power of creating and regulating a currency of that description, and the
measures which were taken, during the last Session, in execution of the
power, give every promise of success. The Bank of the United States, un-
" der auspices the most favorable, cannot fail to be an important auxiliary.”

Such are the authorities and such the arguments which have brought the
eommittee to the conclusion, that the power®o incorporate a bank is inciden-
tal to the powers of cdllecting and disbursing the public revenue; of borrow-
ing money on the credit of the United States; of paying the public debt; and,
above all, of fixing and regulating the standard of value, and thereby en-
suring, at least so far as the medium of payment is concerhed, the uniformi-
ty and equality of taxation.

I1. The next question proposed for consideration, is the expediency of es-
tablishing an incorporated bank, with a view to promote the great ends al-
ready indicated. In discussing the constitutionality of such a measure,
some of the considerations which render it expedient, have been slightly
unfolded. But these require a more full and complete development, while
others remain to be presented.

It must be assumed as the basis of all sound reasoning on’ this subject,
that the existence of a paper currency, issued by banks deriving their char-
; ters from the State Governments, cannot he prohibited by Congress. Indeed,
7 bank credit and bank paper are so extensively interwoven with the com-
mercial operations of society, that, even if Congress had the constitutional
power, it would be utterly impossible to produce so entire a change in the
monetary system of the country, as to abolish the agency of banks of discount,
without involving the community in all the distressing embarrassments
usually attendant on great political revolutions, subverting the titles to pri-
vate property. The sudden withdrawal of some hundred millions of bank
credit, would be equivalent, in its effects, to the arbitrary and despotic trans-
fer of the property of one portion of the community to another, to the ex-
tent, probably, of half that amount. Whatever, therefore, may be the ad-
~ vantages of a purely metallic currency, and whatever the objections to a
. circulating medium partly composed of bank paper, the committee consider
that they are precluded, by the existing state of thin%s, from instituting a
comparison between them, with a view to any practical result.

If they were not thus precluded, and it were submitted %o them as an
original question, whether the acknowledged and manifold facilities of bank
credit and bank paper, are not more than counterbalanced by the distressing
vicissitudes in trade incident to their use, they are by no means prepared to
say, that they would not give a decided preference to“the more costly and
cumbersome medium. _

But the question really presented for their determination, is not hetween a
metallic and a paper currency, but between a paper currency of uniform
value, and subject to the control of the only power competent to “its regula-
tion, and a paper currency of varying and fluctuating value, and subject to

« no common or adequate control whatever. On this question it would seem
that there could scarcely exist a difference of opinion; and that this is sub-
stantially the question involved in considering the expediency of a national
bank, will satisfactorily appear by a comparison of the state of the currency
previous to the establishment of the present bank, and its condition for the
last ten years. .

Soon after the expiration of the charter of the first Bank of the United
States, an immense number of local banks sprung up under the pecuniary
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exigencies produced by the withdrawal of so large an amoeunt of bank credit, .
as necessarily resulted from the winding up of its concerns—an amount fal-
ling very little short of fifteen Inillions of dollars. These banks being en-
tirely free from the salutary control which the Bank of the United States had
recently exercised over the local institutions, commenced that system of im-
rudent trading and excessive issues, which speedily involved the country
In all the embarrassments of a disordered currency. The extraordinary
stimulus of a heavy war expenditure, derived principally from loans, and a
corresponding multiplication of local banks, chartered by the double score
in some of the States, hastened the catastrophe which must have occurred,
at no distant period, without these extraordinary causes. The last year of
the war presented the singular and melancholy spectacle of a nation abound-
ing in resources, a people abounding in self-devoting patriotism, and «
Government reduced to the very brink of avowed bankruptcy, solely for the
want of a national institution, which, at the same time that it would have fa-
cilitated the Government loans and other Treasury opfrations, would have
furnished acirculating medium of general credit in every part of the Union.
In this view of the subject, the committee are fully sustained by the opinion
of Mr. Dallss, then Secretary of the Treasury, and by the concurring and
almost unanimous opinion of all parties in Congress: for, whatever diversity
of opinion prevailed, as to the proper basis and organization of a bank, al-
most every one agreed that a national bank, of some sort, was indispensably
necessary to rescue the country from the greatest of finaneial calamities.

The committeé will now present a brief exposition of the state of curren-
cy at the close of the war, of the injury which resulted from it, as well to the
Government as to the commuuity, and their reasons for believing that it
eould not have been restored to a sound condition, 4nd cannot now be pre-
served in that condition, without the agency of such an institution asthe
Bank of the United States. -

The price current appended to this report will exhibit a scale of depre-
ciation in the local currency, ranging through various degrees to twenty, and
even to twenty-five per cent. Among the principal Eastern cities, Wash-
ington and Baltimore were the points at which the depreciation was great-
est. The paper of the banks in these places, was from 20 to 22 per cent.
below par. At Philadelphia the depreciation was considerably less, though
even there it was from 17 to 18 per cent. In New York and Charleston, it -
was from 7 to 10 per cent. But in the interior of the country, where banks
were established, the depreciation was even greater than at Washington and
Baltimore. Inthe Western part of Pennsylvania, and particularly at Pitts-
burg, it was 25 per cent. These statements, however, of the relative de-
preciation of bank paper at vatious places, as compared with specie, give'a
very inadequate idea of the engrmous evils inflicted upon the community,

by the excessive issues of bank paper. No proposition is better established
than that the value of money, whether it consists of specie or p;per, is de-
reciated in exact proportion to the increase of its quantity, in any given
‘state of the demand for it. If, for example, the banks, in 1816, doubled the
quantity of the virculating medium by their excessive issues, they produced
a general degradation of the entire mass of the currency, including gold and
silver, proportioned to the redundancy of the issues, and wholly independent
of the relative depreciation of bank paper at different places, as compared
with specie. The nominal money price of every article was of course one
hundred per cent. higher than it would have been, but for the duplicatign

’ 2
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of the quantity of the circulating medium. Money is nothing more nor
less than the measure by which the relative value of- all articles of merchan-
dise is ascertained. If, when the circulating medium is fifty millions, an
article should cost one dollar, it would certainly cost two, if, without any
increase of the uses of a circulating medium, its quantity should be increased
to one hundred millions. This rise in the price of commodities, or depre-
ciation in the value of money, as compared with them, would not be owing
to the want of credit in the bank bills, of which the curreney happened to
be composed. It would exist, though these bills were of undoubted credit,
and convertible into specie at the pleasure of the holder, and would result
simply from the redundaney of their quantity. Itis important to a just un-
derstandink of the subject, that the relative depreciation of bank paper at
different places, as compared with specie, should not be confounded with
this general depreciation of the entire mass of the circulating medium, in-
cluding specic. Theugh closely allied, both in their causes and effects, they
deserve to be separately considered.

The cvils resulting from the relative depreciation of bank paper at differ~
ent places, are more easily traced to their causes, more palpable in their na-
turg, and consequently more generally understood by the community.
"Though much less ruinous than the evils resulting from the general deprecia-
tion of the whole currency, they are yet of sufficient magnitude to demand
a firll exposition. |

A very serious evil, already hinted at, which grew out of the relative de-

preciation of bank paper, at the different points of importation, was its in-
" evitable tendency to draw all the importations of foreign merchandise to the
cities where the depreciation was greatest, and divert them from those where
the currency was comparatively sound. If the Bank of the United States
had not been established, and the Governmerit had been left without any al-
ternative but to receive the depreciated local currency, it is difficult to
imagine the extent to which the evasion of the revenue laws would bhave
been carried. Every State would have had an interest to encourage the ex-
cessive issues of its banks, and increase the degradation of its currency,
with a view to attract foreign commerce. Even in the condition which
the currency had reached in 1816, Boston. and New York, and Charleston,
would have found it advantageous to derive their supplies of foreign mer-
chandise through Baltimore; and commerce would undoubtedly have taken
that direction had not the currency been corrected. To avoid this injurious di-
version of foreign imports, Massachusetts, and New York, and South Carolina,
would have been driven, by all*motives of self defence and self interest, to
degrade their respective currencies at least to a par with the currency of Bal-
timore; and thus a rivalry in the career of depreciation would have sprung
up, to which no limit can be assigned. As the tendency of this state of
things would have been to cause the largest portion of the revenue to be col-
lected atla few places, and in the most depreciated of the local currency, it
would have followed that a very small part of that revenue would have been
disbursed at the points where it was collected. The Government would
consequently have been compelled to sustain a heavy loss npon the transfer
of its funds to the points of expenditure. The annual loss which would
have resulted from these causes alone, eannot be estimated at a less sum than
two millions of dollars. !

‘But the principal loss which resulted from the relative depreciation of
bank ‘paper at different places, and its want of general credit, was that sus-
tained by the community in the great operations of commercial exchange,
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The extent of these operations apnually, may be safely estimated at sixty
millions of dollars. Upon this sum the loss sustained by the merchants, and
planters, and farmers, agd manufacturers, was not probably less than an aver-
ageof ten per cent. being the excess of the rate of exchange beyond its natu-
ral rate in a sound state, of the currency, and beyond the rate to which it has
been actually reduced by the operations of the Bank of the United States.
It will be thus perceived, that an annual tax of six millions of dollars was
levied from the industrious and productive classes, by the large moneyed ca- .
pitalists in our commereial cities, who were engaged in the business of bro-
kerage. A variously depreciated currency, and a fluctuating state of the ex-
changes, open a wide and abundant harvest to the money brokers; and it is
wot, therefore, surprising, that they should be opposed to an institution,
which, at the same time that it has relieved the community from the enor-
mous tax just stated, has deprived them of the enormous profits which they
derived from speculating in the business of exchange. In addition to the
losses sustained by the community, in the great operations of exchange, ex-
tensive losses were suffered throughout the interior of the country, in all the
smaller operations of trade, as well, as by the failure of the numerous paper
banks, puffed into a factitious creditby fraudulent artifices, and having no
substantial basis of capital to ensure the redemption of their bills.

But no adequate conception can be formed of the evils of a depreciated
currency, without looking beyond the relative depreciation, at different
places, to the general depreciation of the entire mass. It appears from
the report of Mr. Crawford, the' Secretary of the Treasury in 1820,
hat during the general suspension of specie-gayments, by the local
banks,- in the years 1815 and 1816, the circulating medium of the United
States had reached the aggregate amount of one hundred and ten millions of
dollars, and that, in the year 1819, it had been reduced to forty-five millions
of dollars, being a reduction of fifty-nine per cent. in the short period of four
years. The committee are inclined to the opinion, that the severe and dis-
tressing operation of restoring a vicious currency to a sound state, by the
calling in of bank paper, and the curtailment of bank discounts, had carried
the reduction of the currency, in 1819, to a point somewhat lower than was
consistent with the just requirements of the community for a circulating me-
~dium, and that the f)ank discounts have been gradually enlarged since that
time, so as to satis{ly those requirements. It will be assumed, therefore, that
the circulating medium of the United States has been fifty-five millions of
dollars for the last ten years, taking the average.

Even upon this assumption it will follow, that the national currency has
been one hundred per cent. more valuable for the last ten years,’than it was
in 1816. In other words, two dollars would purchase no more of any com-
modity in 1816, than one dollar has been capable of purchasing at any time
since 1819. It is obvious, therefore, that the depreciation of the paper of
particular banks, at any particular time, as compared with specie, furnishes
no criterion by which to ascertain the general depreciation of the whole cur-
rency, including specie, as compared with the value of that currency at a
different period. A specie dollar in 1816, would purchase no more than

_half as much as a paper dollar will purchase at present.

Having endeavored to explain, thus briefly, the general depreciation re-
sulting from a redundant currency, the committee will now proceed to point
out some of the injurious consequences which have resulted from those great
changes in the standard of value, which have been unavoidably produced by
the correction of the redundancy.
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An individual who borrowed a sum of money in 1816, and paid it in 1820,
evidently returned to the lender double the value received from him; and
one who paid a debt in 1820, which he had contractél in 1816, as evidently
paid double the value he had stipulated to pay, though nominally the same
amount in money. It is in this way that fluctuations in the quantity and
value of the currency interfere, in the most unjust and injurious manner,
between debtor and creditor.

And when banks have the power of suspending specie payments, and
of arbitrarily contracting and expanding their issues, without any general
control, they exercise a more dangerous and despotic power over the pro-
perty of the community, than was ever exercised by the most absolute go-
vernment. In such a state of things, every man in the community holds
his property at the mercy of money making corporations, which have a de-
cided interest to abuse their power. .

By a course of fliberal discounts and excessive issues for a few years, fol-
lowed by a'sudden calling in of their debts and contraction of their issues,
they would have the power of transferring the property of their -debtors to
themselves, almost without limit. Dglts contracted when their discounts’

. were liberal, and the currency of course depreciated, would be collected
when their discounts were almost suspended, and the curreacy of course un-
naturally appreciated; and in this way the property of the community might
pass under the hammer, from its rightful owners to the banks, for less than
one half its intrinsic value., If the committee have not greatly mistaken
the matter, there is more of history than of speculation in what they have
here presented to the conSideration of the House. s

It is impossible to form any thing like an accurate estimate of the injuries
and losses sustained by the community, in various ways, by the disordersand
fluctuations of the currency, in the period which intervened between the ex-
%iration of the old bank charter, and the establishment of the present bank.

ut some tolerable notion may be formed of the losses sustained by the Go-
vernment, in its fiscal operations, during the war.

The committee have given this part of the subjeet an attentive and careful
examination, and they cannot estimate the pecuniary losses of the Govern-
ment, sustained exclusively fer the want of a sound currency, and an efficient
system of figance, at a sum less than forty-six millions of dollars. If
they shall this apparent, the House will have something like a stand-
ard for estidtating tHe individual losses of the community.

The Gf)ment,komwed, during the short period of the war, eighty
millions o rsydt an averagediscountof fifteen percent., giving certificates
of stock, amounting to eighty millions of dollars, in exchange for sixty-eight
millions of dollars, in such bank paper as could be obtained. In this state-
ment, Treasury notes are considered as stock, at twenty per cent. discount.
Upon the very face of the transaction, therefore, there was a loss of twelve
millions of dollars, which would, in all probability, have been saved, ifthe
Treasury had been aided by such an institution as the Bank of the United

-“States. But the sum of sixty-eight millions of dollars, received by the
Government, was in a depreciated currency, not more than half as valuable
as that in which the stock given in exchangefcr it, has been and will be
redeemed. Here, then, is another loss of thirty-four millions, resulting,
incontestibly and exclusively, from the depreciation of the currency, and
‘making, with the sum lost by the discount, forty-six millions of dollars.
While, then, the Government sustained this great pecuniary loss in less
than three years of.war, amounting annually to more than the current ex-
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penses of the Government in time of peace, it is worth while to inquire,
who were the persons who profited to this enormous amount by the derange-.
ment of the currency?* It will be found that the whole benefit of this spe-
culation upon the necessities of the Government was realized by stockjobbers
and money brokers, the very same class of persons who profited so largely by
the business .of commercial -exchanges, in consequence of the disorders of
the currency, and who have the same interest in the recurrence of those
disorders as lawyers have in litigation, or physicians in the diseases of the
human frame. Having presented these general views of the evils which
existed previous to the establishment of the Bank of the United States, it
remains for the committee to inquire how far this institution has effected a
remedy of those evils. ' ' »

The first great question which arises under this branch of the inquiry is,
whether or no the bank has corrected the disorders of the circulating me-
dium, by providing a paper currency,,convertible into specie at the pleasure
of the holder, and of equal value with specie at all points of the Union?
~" The Chief Magistrate, in that part of his first message which relates to
the Bank of the United States, expressesthe opinion, that ¢¢it has failed in
the great end of establishing a uniform and sound currency.”” Afler giving -
to this opinion all the consideration to which it is so justly entitled, from the
eminent station and high character of the citizen by whom it is entertained,
the committee are constrained to express their respectful but decided dissent
from it.. It is true, that the bank does not, in all cases, redeem the bills
issued by any one of its branches, indiscriminately at all the other branches;
-and it isin reference to this fact, as the committee presume, that the President -
expresses the opinion that the institution has failed to establish ¢¢ a uniform
and sound curreney.” : ‘ t

It is confidently believed, that uo one of the persons who were princi-
pally instrumental in establishing the bank, ever entertained an idea that it
would attempt to redeem itsbills at any of its offices, other than those by
which they should be respectively issued. The charter certainly contains
no such requirement, and it would have been highly inexpedient if it had,
to say nothing of its obvious injustice. The inevitable effect of such a re-
quirement, would have been to compel the bank to perform the whole of
the commercialexchangesof the country, without any compensation. It would
not be more unjust to require a Rail Road Company to transport all the
-productions of the country without compensation. No institution could stand
such an operation; and it was the injudicious attempt of the first direction
of the bank to do it, that principally contributed to the embarrassments of
'1819. A'committee was appointed by the House of Representatives, in
that year, to investigate the management of the bank; and in the report of
that committee, as well as in the discussions to which it gave rise in the
House, this attenipt of the direction to redeem the bills of the institution,
indiscriminately, at all its'branches, was indicatedas one of the causesof the
existing embarrassment. No one who participated in the debate, pretended
to allege that the bank was bound to redeem its bills indiscriminately, or
that it was expedient that it should do so. The most that any one did, was
to apologise for the unwise attempt.

But it yet remains for the committee to show that this indiscriminate re-
- deemability of the bills of all the branches of the bank, is not necessary to
"4 the establishment of a uniform and sound currency.”

Human wisdom has never effected, in any other country, a nearer ap-
proach to uniformity in the currency, than that which is made by the use o
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the precious metals. If, therefore, it can be shown that the bills of the
‘United States’ Bank, are of equal value with silver atall points of the Union,
it would seem that the proposition is clearly made out, that the bank has ac-
complished ¢ the great end of establishing a uniform and sound currency.”’
It is not denied that the bills of the mother bank, and of all its branches, are
invariably and promptly redeemed in specie, whenever presented at the
offices by which they have been respectively issued, and at which, upon
their face, they purport to be payable. Noris it denied that the bills of the
bank, and of all the branches, are equal to specie in their respective spheres
-of circulation. Bills, for example, issued by the mother bank, are admitted
to be equal to silver in, Pennsylvania, and all those parts of the adjacent
States of which Philadelphia is the market. But it is contended that these
bills, not being redeemable at Charleston and New Orleans, are not of equal
value with silver to the merchant who wishes te purchase cotton with them, in
those cities. Now, if the Philadelphia merchanthadsilver, instead of bank bills,
he certainly could not effect his purchases with it in Charleston or New
Orleans, without having the silver conveyed to those places; and it is-equal-
1y certain that he could not have it conveyed there, without paying for its
transportation and insurance. These expenses constitute the natural rate of
exchange between those cities, and indicate the exact sum which the merchant
would ‘sive as a premium for a bill of exchange, to avoid the trouble and
delay of transporting his specie. It is obvious, therefore, that, even for
these distant operations of commerce, silver would be no more valuable than
the bills of the bank: for these would purchase a bill of exchangeon either of the
cities mentioned, precisely as wellassilver. If the operationshould be reversed,
and the planter of Louisiana or South Carolina should desire to place his
funds in Philadelphia with a view to purchase merchandise, he would find
the bills of the branch bank in either of these States, entirely equivalent to
silver in effecting his object. Even, therefore, if the bank had not reduced
the rate of the exchanges, it might be safely asserted, that its bills would be
of equal value with silver at every point in the Union, and for every- pur-
pose, whether local or general, _ : -

But it is impossible to exhibit any thing like a just view of the beneficial
operations of the bank, without adverting to the great reduction it has effect-
ed, and the steadiness it has superinduced, in the rate of the commercial ex-
changes of the country. Though this branch of the business of the bank has
been the subject of more complaint, perhaps, than any other, the committee
. have no hesitation in saying, it has been productive of the most signal bene-
fits to the community, and deserves the highest commendation. It has been
already stated that it has saved the community from the immense losses re-
sulting from a high and fluctuating state of the exchanges. It now remains
to show its effect in equalizing the currency. In this respect, it has been
productive of results more salutary than were anticipated by the most san-
guine advocates of the policy of establishing the bank. It has actually
Jurnished a circulating medium more uniform than specie. 'This propo-
sition is susceptible of the clearest demorstration. If the whole circulating
medium were specie, a planter of Louisiana, who should desire to purchase
merchandise in Philadelphia, would be obliged to pay one per cent. either
for a bill of exchange on this latter place, or for the transportation and insur-
ance of his specie. His specie at New Orleans, where he had no present
use for it, would be worth one per cent. less to him than it would be in Phil-
adelphia, where he had 2 demand for it. But, by the aid of the Bank of the
United States, one half of the expense of transporting specie is now saved to
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him. The bank, for one half of one per cent. will give him a draught upon the
mother bank at Philadelphia, with which he can draw either the bills of that
bank, or specie, at his pleasure. In like manner, the bank and its branches will
give draughts from any point of the Union to any other where offices exigt, ata
per centage greatly less thanit would costto transportspecie,and in many instan-
cesat par. If the merchant or planter, however, does not choose to purchase a
draught from the bank, but prefers transmitting the bills of the office where he
resides to any distant point, for commereial purposes, although these bills
are not strictly redeemable at the point to which they are transmitted, yet,
as ‘they are receivable in payment of all dues to the Government, persons
will be generally found willing to take them at par; and if they should not, the
bank will receive them frequently at par,and alwaysat a discount much less
than would pay the expense of transporting specie. The fact that the. bills

<of the bank and its branches are indiscrimately receivable at the custom-
houses and land offices, in payment of duties, and for the public lands, has
an effect in giving uniformity to the value of these bills, which meritsa more
full and distinet explanation. )

For all the purposes of the revetue, it gives to the national currency that
perfect. uniformity, that ideal perfection, to which a currency of gold and
silver, in so extensive a country, could have no pretensions. A bill issued
at Missouri is of equal value with specie at Boston, in payment of duties;
and the same is true of all other places, however distant, where the bank
issues bills, and the Government collects its revenue. When it is, more-
over, considered, that the bank performs, with the most scrupulous punc-
tuality, the stipulation to transfer the funds of the Government to any point
where they may be wanted, free of expense, it must be apparent that the
committee are correct, to the very letter, in stating that the bank has fur-
nished, both to the Government and to the people, @ currency of absolutely
uniform value in all places, for all the purposes of paying the public
contributions, and disbursing the public revenue. And when it is recol-
lected that the Government annually collects and disburses more than 23

millions of dollars, those who are at all familiar with the subject will at once

perceive that bills, which are of absolutely uniform value for this vast opera-
tion, must be very nearly so for all the purposes of general commerce.

Upon the whole, then, it may be confidently asserted, that no country in
the world has a circulating medium of greater uniformity than the United
States; and that no country of any thing like the same geographical extent
has a currency at all comparable to that of the United States on the score of
uniformity. The committee have seen the statement of an intelligent tra-
veller, who has visited almost every part of Europe, exhibiting the great
variations of the currency in different part of the same empire or kingdom.
In Russia, the bills of the Bank of St. Petersburgh have a very limited cir-
culation. At Riga, and throughout Courland, Livonia, and all the South-
ern parts of the empire, the currency is exclusively of silver coins. In
Denmark, the notes of the Bank of Copenhagen are current only in Zealand,
the other islands, and Jutland, but will not pass at all in Sleswic and Hol-
stein, which constitute the best portion of the kingdom. Since the Congress
of Vienna, Germany is divided into thirty-nine separate States, each having
agistinet currency, though represented in the Diet at Frankfort. Out of the
territory in which these several currencies are issued, they are mere articles
of merchandise; which circumstance has given rise in every town to a nume-
rous and distinct class of tradesmen, ealled money changers. How far these
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separate and unconnected currencies have a tendency to embarrass commerce,
_may be inferred from the fact, that a traveller going from St. Petersburgh
to Calais will lose upon the unavoidable changes of money an average of six
per cent. In France, the bills of the bank are of such large denominations
. as to be adapted only to the greater operations of commerce, and are princi-
pally confined to the bankers and extensive traders in Paris. The general
currency is silver; and, to avoid the trouble of carrying this to distant parts
of the kingdom, gold pieces, or bills of exchange, which are preferable, are
purchased at a premium of from one and a half to four per cent.  After this
brief review of the currencies of Europe, the committee will barely state, as
a conclusive vindication of our currency from the imputation of unsoundness,
that there is no point in the Union, at which a bill of the United States’
Bauk, issued at the opposite extremity of the country, is at a discount of
more than one-fourth of one per cent. ‘

In confirmation of the views here presented, as to the comparative uni-
formity of the currency furnished by the bank, and, also, as to the obligation
of the bank to redeem its bills, indiscriminately, at all the offices, the com-
mittee will present a few brief extracts from the speech of a statesman, whose
opinions have every title to authority on these important subjects. Mr.
Lowndes, in discussing the question, how far the bank had performed the
great duty for which it was created, used the following decided language in
1819, when the currency had not reached the point of uniformity it has new
attained by half of one per cent. ,

¢¢The great object of the Government in chartering the bank, was to
provide a currency which should have that degree of stability and uni-
formity in its value which is required by the interests both of our com-
merce and revenue. A currency, equally valuable at every place and
every time, cannot be provided by human wisdom. The nearest ap-
.proach to this object has been generally supposed to be afforded by the
employment of gold and silver as the measures of value. The 14th Congress
«did not aim at ideal perfection; they wished to combine with the conve-
.niencies of bank circulation an uniformity of value equal to that which was
_possessed by the precious metals; and the means which they employed to
secure this uniformity were simple and effectual, by enjoining, under a heavy
penalty, the payment of all its notes in coin, upon demand. In the report,
indeed, the notes of the national bank are said to be now ¢on the same foot-
ing with ‘those of local banks.’” Of the footing on which local bank notes
.stood, he should speak hegeafter; but the price current upon his table informed
him, that the greatest discount on branch notes of the United States was
three-fourths of one per cent. This was a value much more uniform than
that which coin could he expected to have in so extensive a country. He
had been lately looking into a book on political economy, which had been
published here, with high, and, in respect to its clearness and precision, with
Just commendations—the work of Mr. Tracy. He inferred from one of his
chapters, that the difference of exchange between Marseilles and Pgris was
often from two to three per cent. If, with all the facilities afforded by the
internal improvements in which France is so tich, with a currency consisting
almost exclusively of gold and silver, the variation in the value of money is
three times greater in hor territory than on our continent, can it be said,
that, in thig respect, the bank has not fulfilled the objects of its institution?
“Before its establishment, the value of bank notes, even in the commercial
States, had varied twenty per cent. from each other; and, as none of them
‘hore a fixed proportion to the precious metals, or to any natural standard, it
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“\as impossible to assign any limit to their depreciation.  You have required
that the currency furnished by the national bank should be every where.con-
vertible into silver, and it is so. You have expected that it should be as
uniform as coin, and it is more so. He would not detain the committee by
reading a paper, which he had prepared with that intentien, containing the
state of exchange, since the establishment of the bank, with England,
France, and Holland: for he found himself occupying much more of their
time than he had expected. But he believed that any member, who should
turn his attention to the subject, would remark its steadiness during that
riod. He thought himself justified in drawing from this fact a conclusion
ighly favorable to the bank.” -
n reference to the great depreciation of the paper of the local banks, prer
vious to the establishment of that of the United States, he said:
¢ Did the interests or duty of the Government of the United States permit
that this currency should be received by it? Some dissatisfaction wasexpres-
sed because the branch notes of the United States’ Bank were at a discount of
three-fourths of one per cent. He read from a price current the state of the
market for bank notes, by which it appeared that notes, which were insisted
to be in very good credit, varied from a discount of two and a half to one of
seven, fifteen, twenty-five, and even thirty per cent. Wasour revenue to be
received in these notes? How were they to be employed? They might be
expended in the disirict in which they were issued. But was the expendi-
ture of every district to be exactly limited to’its revenue? What became of
- the Union if it were so? He spoke of the thing, and not the name. Our
Union might dissolve in imbecility as well as bhe destroyed. by violence. -
Did not union imply, that the resources of one State, its money as well as
its men, might be employed for the defence of another?
< But, if the Government were willing to bear the loss of a depreciated
and unequal currency, it must neglect the plainest principle of the Constitu-
tion in doing so—equality of taxation. The committee must ¢ well remem-
ber, that, before the establishment of the National Bank, such was the unequal
value of currency in the different States, that the merchants paid duties,
varying fifteen per cent. from each other, on the same articles.” ” ,
On the question, whether the bank was bound: to redeem, indiscriminately,
the bills of all its branches, he said: '
¢ He should not argue that the bank was not bouad to pay its notes,
indiscriminately, at all its offices. He beliecved that nobody now contend-
ed that it was.”” * » * ¢ ]t was no unfair account of the practical
operation of the system of which he was speaking, to say that it gave to
the branches where the exchange was unfavorable, the entire disposition
of the specie of those branches where the exchange was favorable. Up-
wards of six millions of specic haye been sent to the branch of New York,
besides the amount which has been paid by the subscribers of the bank
there; but, in isusing notes which the bank of New York has been obliged
to rédeem, every branch throughout the country has drawn upon a fund,
with whose condition at the time it could not be acquainted.” - * ® *
» *» » «QSuch a system might be expected to produce inconve-
nient changes in the distribution of bank capital, an extreme facility of
obtaining loans at one time, and unexpected contractions of discount at
amother.”” * * * * «Whenever the state of exchange is unfavorable,
whenever the just prineiples of banking require a reduction of discounts,
then, under this system of indiscriminate payment of its notes, the bank has
: 3
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nothing to fear from a draught of specie, and is encouraged to lend to every
applicant. Wherever the exchange is favorable, and on the sound prlngxples
of banking, an enlarged accommodation might be given to the community—
there the flow of notes from every State whose exchange is unfavorable,
contracts or suspends all the operations of the bank. Thus, wherever dis-
counts should be enlarged, the tendency of this system is to reduce them,
and to enlarge them wherever they should be reduced.” .

Independently of the gross injustice of requiring the bank to perform ail
the exchanges of this extensive confederacy without any compensation, these
enlightened views show most conclusively its inexpediency and injustice, as
it regards the different sections of the Union. It would inevitably render
those parts of the Unian where the bank issues were prudent and moderate,

_tributary to those where the issues were injudicious aud excessive. In this
wvay, the very inequality in the currency, which the bank was designed to
correct, would be perpetuatcd by the vain attempt to make it perform nm-
possibilities. Thc power of annihilating space, of transporting money or’
any other article to the most distant points, without the loss of time or the
application of labor, belongs to no human institution.

But the salutary agency of the Bank of the United States, in furnishinga
sound and uniform currency, is not confined to that portion of the currency
which consists of its own bills. One of the most important purposes which.
the bank was designed to accomplish; and which, it is confidently believed,
no other human agency could have effected, under our federative system of
Government, was the cnforccment of specie payments on the part of nume- .
rous local banks, deriving their charters from the several States, and whose
paper, irrcdecmable in specie, and illimitable in its quantity, constituted the -
almost entire currency of the country. Amidsta combination of the great-
st difficulties, the bank has almost completely succeeded in the performance
of this arduous, delicate, and painful duty. With exceptions, too inconsi- .-
derable to merit notice, all the State banks in the Union have resumed specie
payments. Their bills, in the respective spheres of their circulation, are of
cqual value with gold and silver; while, for all the operations of commerce,
beyond that sphere, the bills or the checks of the Bank of the United States
are even more valuable than specie. And even in the very few instances in
which the paper of State banks is depreciated, those banks are winding up
their concerns; and it may be safely said, that no citizen of the Union is un-
der the necessity of taking depreciated paper, because a sound currency can- -

. not be obtained. North Carolina is helieved to bc the only State where pa-
per of the local banks is irredeemable in specie, and consequently deprecia-
ted. Even there, the depreciation is only one or two per cent., and what .
is morc important, the paper of the Bank of the United States can be obtain-
ed by 21l those who desire it, and have an equivalent to give for it.

The committee are aware, that -the opinion is entertained by some, that
the local banks would, at some time or other, eithcer voluntarily, or by the
coercion of the State Legislatures, have resumed specic payments. In the
very nature of things this would seem to be an impossibility. It must-be
remembered that no banks ever made such large dividends as were realized
by the local institutions, during the suspension of specie payments. A rich
and abundant harvest of profit was opened to them, which the resumption of
specie payments must inevitably blast. While permitted to give their own
notes, bearing no interest, and not redeemable in'specie, in exchange for bet-
ter notes bearing interest, it is obvious, that the more paper they issued, the
higher would be their Proﬁts. The most powerful motive that can operate,
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upon noneyed corporations, would have existed, to prevent the State banks
from puttmE an end to the very state of things, from which their ex-
cessive profits proceeded. Their very nature must have been chang-
ed, therefore, before they could have been induced to co-operate, vol-
untatily, in the restoration of the currency. It is quite as improbable
that the State Legislatures would have compelled the.banks to do their duty.
¥t has already been stated, that the tendency of a depreciated currency to
attract importations to the points of greatest depreciation, and to lighten the
relative burthens of federal taxation, would naturally produce, among the
States, a rivalry in the business of excessive bank issues. But there remains
to be stated, a cause, of more general operation, which would have prevent-
ed the interposition of the State Legislatures to correct those issues.

The banks were, directly and indirectly, the creditors of the whole com-
munity, and the resumption of specie payments necessarily involved a gen-
eral curtailment of discounts, and withdrawal of credit, which would pro-
duce a general and distressing pressure upon the entire class of debtors,
These constituted the largest portion of the population of all the States
wheére specie payments were suspended, and bank issues excessive. Those,
therefore, who controlled public opinion in the States,.where the deprecia-
tion of the local paper was greatest, were interested in the perpetuation of
the evil. Deep and deleterious, therefore, as the disease evidently was, in
many -of the States, their Legislatures could not have been expected to apply
a remedy, so painful as the compulsion of specie payments would have been,
without the aid of the Bank of the United States. = And here it is worthy of
speeial remark, that, while that bank has compelled the local banks to resume
specie payments, it has most materially contributed,by its direct aid and liberal
arrangements, to enable them to do so, and that with the least possible embar-
rassment to themselves and distress tuthe commu nity. If the State Legislatures
Jhad been ever so anxious to compel the banks to resume specie payments,
and the banks ever so willing to make the cffort, the committee are decided-
ly of the opinion that they could not have done it, unaided by the Bank of
the .United States, without producing a degree of distress incomparably
greater than has been actually experienced. They will conclude their re«
marks on this branch of the subject by the obvious reflection, that, if Con-
gress, at the close of the war, had left it to the States to restore the disorder-
ed currency, this important function of sovereignty would have been left
with those from whom the Constitution has expressly taken it, and by
whom it could not be beneficially or effectually exercised. But another
idea, of considerable plausibility, is not without its advocates. It is said
that this Government, by making the resimption and continuance of specie
payments the condition upon which the State banks should receive the Go-
vernment deposites, might have restored th:c currency to a state of uniformi-
ty. Without stopping to give their rcasons for believing that specie pay-

_ ments could not have been restored in this way, and that, even if they could,
auniform currency of general credit, throughout the Union, would not have
been provided, the committee will proceed to give their reasons for thinking

_ that such a connexion between the Federal Government and the State banks
would be exceedingly dangerous to the purity of both. While there is a Na-

4

tional Bank, bound by its charter to perform certain stipulated duties, and "

entitled to receive the Government “deposites as a compensation, fixed by
the law creating the charter, and only to be forfeited by the failure to per-

. form those dutics, there is nothing in- the connexion at all inconsistent with
the independence of the bank, and the purity of the Government. The
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country has a deep interest that the bank should maintain specie payments,
and the Government an additional interest that it should keep the public
funds safely, and transfer them, free of expense, wherever they may be
wanted. The Goveinment, therefore, has no powe? over the bank, but the
salutary power of enforcinga compliance with the terms of its charter. Ev-
ery thing is fixed by the law, and nothing left to arbitrary discretion. Itis
true that the Secretary of the Treasury, with the sanction of Congress,
would have the powgr to prevent the bank from using its power unjustly
and oppressively, and to punish any attempt, on the part of the Directors, to
bring the pecuniary influence of the institution to bear upon the politics of
the country, by withdrawing the Government deposites from the offending
branches. = But this power would not be lightly exercised by the Treasury,
as its exercise would necessarily be subject to be reviewed by Congress. It
is, in its nature, a salutary corrective, creating no undue dependence on the
part of the bank. .

But the state of things would be widely different, if there was no Nation-
al bank, and it was left to the discretion of the Secretary of the Treasury
to select the local banks in which the Government depositesshould be made.
All the State banks would, in that case, be competitors’ for the favor of the
Treasury; and no one. who will duly consider the nature of this sort of pa-
tronage, can fail to perceive, that, in the hands of an ambitious man, not
possessed of perfect purity and unbending integrity, it would be imminently
dangerous to the public liberty. The State banks would enter the lists of
political controversy, with a view to obtain this patronage; and very little
sagacity is required to foresee, that, if there should ever happen to be an ad-
ministration disposed to use its patronage to perpetuate its power, the pub-
lic funds would be put in jeopardy by being deposited in banks unworthy of ~
confidence, and the most extensive corruption brought to bear upon the elee-
tions throughout the Union. A state of things more adverse to the purity
of the Government—a power more liable to be abused—can scarcely be ima-
gined. If five millions of dollars were annually placed in the -hands of
the Secretary of the Treasury, to be distributed at his discretion, for the
purposes of internal improvement, it would not invest him with a more dan-
gerous and corrupting power.

In connexion with this ‘branch of the subjéct, the committee will briefly
examine the grounds of a complaint, sometimes made against the Bank of
the United States. It isalleged that this bank, availing itself of the govern-
ment deposites, consisting in some places principally of local paper, makes
heavy and oppressive draughts on the local banks for specie, and thus compels
them to curtail their discounts, to the great injury of the community, In
the first place, it is to be remarked, that one of the highest duties of the
bank-the great object for which it was established—was to prevent the exces-
sive issues of local paper; and this duty can only be performed, by enforcing
‘upon the State banks the piyment of specie for any excess in their issues.
But the committee are induced to believe, that this complaint is principally
owing, so far asit now exists, to the fact, that the operations of the Federa)
‘Treasury are mistaken for the operations of the bank, because the bank is
the agent by whom those operations are performed. This institution re~
ceives the Government deposites in the paper of the local banks, certainly in
no spirit of hostility to those banks. On the contrary, it tends to give them
credit, and is designed to have that effect. But the Bank of the Uhnited
States is not only hound to pay in specie, or its own bills, what it receives
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for the Government in local paper, but to transfer the funds to any part of
the Union where they may be required for disbursement. Let it be as-
sumed, that the Government collects annually, at the Custom-house in
Charleston, one million of dollars in local bank notes, and disburses in South
Carolina only one hundred thousand, it would result from this, that the Go-
vernment would have nine hundred thousand dollars.of local bank paper de-
posited in the Charleston branch, which the bank would be bound by itg
charter, and for the national benefit, to transfer perhaps to Washington or *
Norfolk. As this paper would not answer the purposes of the Government
at those places, the bank would be, of eourse, compelled to provide specie,
or bills that will command specie at those places. Itis obvious, then, that it
isthe inequality in the collection and disbursement of the revenue, that pro-
duces the evil in question. If all the revenue collected in Charleston were
disbursed in the State, no draughts would be made upon the local banks for
. specie. The Bank of the United States, so far from being justly obnoxious
to any complaint on this score, has greatly mitigated the action of the Trea-
sury upon the local banks, by means of- the liberal arrangements which its
large capital and numerous branches have enabled it to make with them.
The degree in which that institution has reduced the rate of exchange, may *
be fairly assumed as that in which it has mitigated the action of the Trea-
sury upon the State banks. If, for example, there existed no national bank,
and the deposites of the revenue collected in Charleston were made in one
of the local banks, what would be the effect of transferring, annually, nide
hundred thousand dollars to Washington or Norfolk? The local banks,
having po branches at either of those places, instead of transmitting draughts,
as is now generally done, would be compelled to transmit specie. ~ The bank
in which the Government deposites were made, would consequently be un-
der the necessity of demanding specie from all the other banks, in a manner,
and to an extent, much more oppressive than any thing that can be imputed
to the Bank of the United States, If,to avoid these specie draughts, the local -
banks should purchase bills on Washington or Norfolk, they would pfobably
cost five or six per cent. even in a tolerable state of the currency, which
would be aloss to the banks almost to the full extent of the premium. -
Although the expediency of renewing the charter of the present bank is
not a.question now submitted for the decision of Congress, the committee
consider it so far involved in the matter referred to them, as to render it
their duty to present some considerations bearing on that question, in addi-
. tion to what they have said on the general expediency of maintaining such an
institution. If x national bank, similar to the present, be a necessary and
proper agent for the accomplishment of the great purposes heretofore indi-
cated, the only remaining question would seem ¢o be, whether.the charter of
the present stockholders should be renewed, or a new set of stockholders
incorporated. . . ]

In considering this question, Congress will, of course, be governed in
some degree; by the terms on which the present stockholders will agree to
accept a renewal of their charter. But, as the committee have satisfactory
reagons for believing thatterms eminently advantageous to the Government
can be obtained, they will proceed to some other inquiries. What, then,
would be the effect of refusing to renew the present. charter? And, in the
first place, what are the inducements for pursuing that course? ‘

It is sometimes alleged that the present stockholders are large capitalists,

- and, as the stock of the bank is some 20 per cent. above par, that a renewal
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of the charter would be equivalent to a grant to them of 20 per ceut. upoa
their capital. Itis true that a small proportion of the capital of the company
belongs to very wealthy men. Something more than two millions of that own-
ed in the United States belongs to persons holding upwards of one hundred
thousand dollars each. It isalso true that foreigners own seven millions, or
one-fifth of the capital. But, on the other hand, it is to be remarked that
the Government, in trust for the people of the United States, holds seven
millions; that persons owning less than five thousand dollars each, hold four
millions six hundred and eighty-two thousand; and that persons owning be-
tween five and ten thousand dollars each, hold upwards of three millions.
1t is also worthy of remark, that a very considerable portion of the stock—
very nearly six millions—is held by trustees and guardians, for the use of fe-
males and aorphan children, and charitable and other institutions. Of the
twenty-eight millions of the stock which is owned by individuals, only three
millions four hundred and fifty-three thousand is now held by the original
subscribers. All the rest has been purchased at.the market prices—a large
portion of it, probably, when those prices were higher than at present. Most
of the investients made by wills, and deeds, and decrees in equity, for the
use of females and minors, are believed to have been made when the stock
was greatly above par. ¥rom this brief analysis, it will appear that there is
nothing in the character orsituation of the stockholders, which should make
it desirable to deprive them of the advantage which they have fairly gained,
by an_application of their capital to purposes highly beneficial, as the com-
mittee haveattempted to shew to the Government and people of the United
States:. If foreigners own seven millions of the stock of the bank, our own
government owns as much; if wealthy men own more than two millions,
. men in moderate circumstances own between seven and cight millions; and
widows, orphaus, and institutions devoted to charitable and other purposes,
own nearly six millions. : - . .
But the objection that the stock is owned by men of large capital would
apply with equal, if not greater force, to any bank that could be organized.
In the very nature of things, men who have large surplus capitals are the
principal subscribersat the first organization of a bank. Farmers and planters,
merchants and manutacturers, having an active employment for their capi-
tals, do not choose to be the firstadventurers in a bank project. According-
ly, when the present bank went into operation, it is believed that most of
the capital was owned by large capitalists, -and under a much more unequal
distribution than exists at preseat. The large amount of stock now held in
trust for females and minors, has been principally, if not entirely, purchased
since the bank went into operation; and the same remark is generally appli-
cable to the stock in the hands of small holders. It is only when the char-
acter of a bank is fully established, and when its stock assumes a steady
value, that these descriptions of persons make investments in it. .
It is morally certain, therefore, that, if another distinct institution were
created, on the expiration of the present charter, there would be a much
greater portion of its capital subscribed by men of large fortunes, than is now
owned by persons of this description, of the stock of the United States’ Bank.
Indeed, it might be confidently predicted, that the large capitalists who now
hold stock in that bank, would, from their local position and other advanta-
8, be the first to forestall the subscriptions to the new bank, while the
small stockholders, scattered over the country; would be probably excluded,
and the females «and minors, and others inferested in trust investmemnts
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made by decrees in equity, would be almost necessarily excluded, as the
sanction of a eourt could scarcely be obtained, after the passage of the new
act of incorporation, in time to authorize a subscription.

To destroy the existing bank, therefore, after it has rendered such signal
services to the country, ‘merely with a view to incorporate another, would
be an act rather of cruelty and caprice, than of justice and wisdom, as it re-
gards the present stockholders. It is no light matter to depreciate the pro-
perty of individuals, honestly obtained, and usefully employed, to the extent
of five millions six hundred thousand dollars, and the property of the Govera-
ment, to the extent of one million four hundred thousand dollars, purely for
the sake of change. It would indicate a fondness for experiment, which a
wise Government will not indulge upon slight considerations.

But the great injury which would result from the refusal of Congress to
renew the charter of the present bank, would, beyond all question, be that
which would result to the commuuity at large. It would be difficult to esti-
mate the extent of the distress which would naturally and necessarily result
from the sudden withdrawal of more than forty millions of credit, which the
community now enjoys from the bank. But this would not be the full ex-
tent of the operation. The Bank of the United States, in winding up -its
concerns, would not only withdraw its own paper from circulation, and eall
in its debts, but would unavoidably make such heavy draughts on the local in.
stitutions for specie, as very greatly to curtail their discounts. The pres-
sure upon the active, industrious, and enterprising classes, who depend most
on the facilities of bank credit, would be tremendous. A vast amount of
property would change hands at half its value, passing under the hammer, from
the merchants, manufacturers, and farmers, to the large moneyed capitalists,
who always stand ready to avail themselves of the pecuniary embarrassments
of the community. The large stockholders of the present bank, the very per-
sons whose present lawfu% gains it would be the object of some to cut off;
having a large surplus money capital thrown upon their hands, would be the
very first to speculate upon the distresses of the community, and build up
princely lortunes upon the ruins of the industrious and active classes. On
the other hand, the females and minors, and persons in moderate circum-
stances, who hold stock in the institution, would sustain an injury, in no de-
gree mitigated by the general distress of the community. .

A very grave and solemn question will be presented to Congress, when
they come to decide upon the expediency of renewing the charter of the
present bank. Thatinstitution has succeeded in carrying the country through
the painful process necessary to cure a deep seated disease in the national
currency. The nation, after having suffered the almost convulsive agonies
of this necessary remedy, is now restored to perfect health. In this state of
things, it will be for Congress to decide whether it is the part of wisdom to
expose the country to a degree of suffering almost equal to that which it  has
already suffered, for the purpose of bringing back that very derangement of
the currency, which has been remedied by a process, as necessary as it was
distressing.

" If the Bank of the United States were destroyed, and the local institutions
left without its restraining influence, the currency would almost certainly
relapse into a state of unsoundness. The very pressure which the present
bank, in winding up its concerns, would make upon the local institutions,
would compel them either to curtail their discounts when most needed, or
to suspend specie payments. It is not difficult to predict which of these al-
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ternatives they would adopt, under the circumstances in which they would
be placed. The imperious wants of a suffering community would ecall for
discouats, in language which could not be disregarded. The public necessi-
ties would demand, and public opinion would sanction, the suspension, or at
* least an cvasion, of specie payments.

But, even if this desperate resort could be avoided in a period of peace
and general prosperity, neither reason nor experience wiil permit us to
doubt, that a state of war would speedily bring about all the evils which so
fatally affected the credit of the Government and the national currency, du-
ring the late war with Great Britain. We should be again driven to the
same miserable round of financial expedients, which, in little more than two
years, brought a wealthy community almost to the very brink of a declared
national bankruptcy, and placed the Government completely at the merey of
speculating stockjobbers. )

The Committee feel warranted, by the past experience of the country, in
expressing it as their deliberate opinion, that, in a period of war, the finaneial

" resources of the country could not be drawn into efficient operation with-
out the aid of a national bank, and that the local banks would certainly re}
sort to a suspension of specie payments. The maxim is eminently true in
modern times, that money is the sinew of military power. In this view of
the subject, it does appear to the committee, that no one of the institutions
of the country, not excepting the army or navy, is of more vital importance
than a national bank. It has this decided advantage over the army and na-
vy: while they are of scarcely any value except in war, the bank is not less
useful than either of them in war, and is also eminently useful in peace. It
has another advantage, still greater. If, like the army or navy, it should -
cost the nativn millions annually to sustain it, the expediency of the expen-
diture might be doubted. But, when it actually saves to the Government and
to the country, as the committee have heretofore attempted to show, more
millions annually than are expended in supporting both the army and navy,
it would scem that, if there was any one measure of national policy, upon
which all the political parties of the country should be brought to unite, by the
impressive lessons of experience, it is that of maintaining a national bank.

t is due to the persons, who, for the last ten years, have been concerned
in the administration of the bank, to state, that they have performed the de-
Jicate and diffieult trust committed to them, in such a manner, as, at the same
time, to accomplish the great national ends for which it was established, and
promote the permanent interest of the stockholders, with the least practica-
ble pressure upon the local banks. As far as the committee are enabled to
form an opinion, from careful inquiry, the bank has been liberal and indul«
gent in its dealings with these institutions, and, with scarcely an exception,

. now stands in the most amicable relation to them. Some of those institu-
tions have borne the most disinterested and unequivocal testimony in favor
of the bank. _

It is but strict justice also to remark, that the direction of the mother bank
appears io have abstained, with scrupulous care, from bringing the power and
influence of the bank to bear upon political questions, and to have selected,

_ for the direction of the various branches, business men in no way connected
with party politics. The committee-advert to this part of the conduct of the
directors, not only with a view to its commendation, but for the purpose of
expressing their strong and decided conviction that the usefulness'and stabi-
lity of such an institution will materially depend upon a steady and undevi
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ating adherence to the policy of excluding party politics and political parti-
zans from all participation in its management.~ It is gratifying to conelude
this branct. of the subject, by stating, that the affairs of the present bank,
under the able, efficient, and faithful guidance of its two last presidents and
their associates, have been brought from a state of great embarrassment into
a condition of the highest prosperity. Having succeeded in restoring the
yaper of the local banks to a sound state, its resources are now such as to
Justify the directors in extending the issue and circulation of its paper so as
to satisfy the wants of the community, both as it regards bank accommeodations
and a circulating medium. Upon the soundest principles of banking, the
very ample resources of the institution would justify the directors in grant-
ing accommodations to a much greater extent than they have yet done; and
though they have increased the cidculation of their paper from four and a half
to fourteen millions, since January, 1823, they are ready and willing to in-
crease it still further, by discounting bills of exchange and other business
paper. It is believed that the discounts and issues of the institution are now
actually limited by the want of applications resting upon these, the only
substantial and safe foundations of bank credit and circulation. »

II1. Having said thus much on the constitutionality and expediency of an

_incorporated National Bank, the only question which remains to be examin-
ed by the committee is, the expediency of establishing ¢¢a National Bank
founded upon the credit of the Government and its revenues.”’

It is presumed to have been the intention of the President, in suggesting
the inquiry as to a bank founded upon the credit and revenues of the Go-
vernment, to be understood as having allusion to a bank of discount and de-
posite. Such a bank, it is taken for granted, would have branches established
in various parts of the'Union, similar to those now established by the Bank
of the United States, and co-extensive with them. The great object of furnish-
ing a national currency could not be accomplished, with an approach to uni-
formity, without the agency of such branches; and another object, second
only in importance to the one just stated, the extension of the commercial
facilities of bank accommodations to the different parts of the Union, could not
be at all effected without such ageney. If there should be simply a great
central bank established at the seat of Government, without branches to con-
nect its operations with the various points of the commerce of the Union, the
promise to pay specie for its notes, whenever presented, would bealimost pure-
ly nominal. Of what consequence would it be to a merchant or-planter of
Louisiana, or a manufacturer or farmer ¢f Maine, that he could obtain specie
for bills of the National Bank, on presentingthem atthe City of Washington—
a place wholly unconnected either with Louisiana or Maine by any sort of
commercial intercourse, and where, consequently, these bills would never
come in the regular course of trade? A promise to pay specie at a place so

_remote from the place of circulation, and where the bills would never come
but at a great expense, and for the sole purpose of being presented for pay-
ment, would neither give credit to the notes, nor operate as an effective
check upon excessive issues. Whatever credit sych notes might have, ata
distance from the place of issue, would not be because they were redeemable
at the pleasure of the holder—for such would not be the fact; but principally
because of theultimate responsibility of the Government, and of their being re-
ceivable in payment of all dues to the Treasury. They would rest, there-
fore, upon almost precisely the same basis of credit as the paper money of
our Revolution, the assignats of Revolutionary France, and the Treasury notes

4 -
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of the late war. These were receivable in discharge of debts due to the
Treasury, and the Government was of course ultimately responsible for their
“payment; yet the two former depreciated almost to nothing, and the latter,
though bearing interest, sunk to 20 per cent. below par. But the notes of a
central Government Bank, without branches, would be subject to depreciation
from a cause which constitutes a conclusive objection to such an institution.
There would be nothing to limit excessive issues bt the discretion and
prudence of the Government or of the direction. Human wisdom has
never devised any adequate security against the excessive issues, and, conse-
quently, the depreciation of bank paper, butits actual, and easy, and prompt
convertibility inte specie at the pleasure of the holder. Experience has
shown that, where the paper of a bank is, by any means, habitually circulated
at glaces remote from the point where i®is issued, and not connected with
it by a regular commercial intercourse, there will not exist that easy and
prompt convertibility which is so essential to the credit of bank paper.
When bank bills are confined to their appropriate sphere of circulation, a re-
dundant issue is certainly and immediately followed by a run upon the bank
for specie. This timely admonitien is as useful to the bank as it is to the
community: for it enables the directors to avoid, with unfailing certainty, an
excess equally injurious to both, and which no human sagacity could antici-
pate or prevent, by calculation merely. Whatever, therefore, in a system
of bank circulation, prevents the reflux of redundant igsues, necessarily de-
stroys the only adequate security against these injurious and ruinous ex-
cesses. .

But a Government Bank, without branches, would be obnoxious to an-
other objection, which could not be obviated. Its loans would be confined to
the District of Columbia; or, if extended to the various partsof the Union—
to say nothing of the inconvenience to which it would expose those at a
distance who obtained accommodations—they would be unavoidably granted
without any knowledge of the circumstances of the persons upon whose
credit the Government would depend for re-payment.- It would, infact, be,
for all useful purposes, a mere District Bank.:

These views of the subject have brought the committee to the conclusion,
that, if a Government Bank should be established, it would have at least as
many branches as the Bank of the United States, and probably a much
greater number. Few administrations would have the firmness to resist an
application to establish a branch, coming from any quarter of the Union,

" however injudicious the location might be, upon correct principles of com-
merce and banking, ’ _
- The Bank of the United States' now employs five hundred agents, in the
various parts of the Union where its-offices are established. From this fact
some idea may be formed of the very great addition which would be made
to the patronage of the Executive Government by the establishment of such
a bank as the one under consideration.

But the patronage resulting from the appointment-—the annual appoint-
"ment-—of these agents, great as it would doubtless be, would be insignifi-
cant and harmless, when compared with that which would result from the
dispensation of bank accommodations to the standing amount of at least fifty
millions of ‘dollars!- The mind almost instinctively shripks from the con-
templation of an idea so ominous to the purity of the Government and the
liberties of the people. No.government of which the committee have any
knowledge, except, perhaps, the despotism of Russia, was ever invested




[ Rep. No. 358. 2y

with a patronage at once so prodigious in its influence and so dangerous in
its character. In the most desperate financial extremities, no other Euro-
pean gevernment has ever ventured upon an experiment so perilous. IT
the whole patronage of the English monarchy were concentrated in the
‘hands of the American Executive, it may be well doubted whether the pub-+
lie liberty would be so much endangered by it as it would by this vast pecu-
niary machine, which would place in the hands of every administration fifty
millions of dollars, as a fund for rewarding political partizans.

Without assuming that a corrupt use would be made of this new species
of government patronage, a very slight acquaintance with the practice of
all political parties, whatever may be their professions, will be sufficient to
satisfy any reflecting mind that all the evil consequences of corruption would
flow from its exercise. Have not our political contests too frequently de-’
-generated into a selfish scramble for the offices of the country? Are there
not those who sincerely and honestly believe that these offices are legitimate
objects of political warfare, and the rightful reward of the victorious party?
And, disinterested and patriotic as the great body of every political party is
admitted to be, the fact is no less true than it is lamentable, that the most
devoted and active partizans are very often mere soldiers of fortune, who
watch the political signs, and enlist, at the eleventh hour, under the banners -
of the party most likely to prove successful. Such heing, more or less, the
composition of all political parties, what would be the probable use made of
fifty millions of bank patronage, by a political party which conscientiously
held the doctrine that all the offices in the gift of the Executive should be
divided among the partizans of a successful political leader? Would not the
same principle he even more applicable to bank loans? and would not the
Treasury of the United States, under the sanctifying influence of party de-
lusion and party infatuation, be literally plundered, by mercenary retainers,
bankrupts in fortune, and adveuturers in politics?

Even if the administration should be cver so much disposed to restrais
the ahuse of this prtronage, it would be utterly impracticable to exercise any
efficient control over the great number of bank directors who would be
scattered over the Union, and who, upon all the known principles of human
nature, it may be confidently predicted, would principally consist of busy
and officious political partizans. v

Such would be the depositaries—acting, not under the public eye, but
-under the protecting mystery of a‘sort of concealment and secrecy deemed
indispensable in banking operations—to whom not only the whole Treasury
of the Union would be confided, to be squandered, perhaps, in profligate
favoritism, but the tremendous power of putting the whole property of the
nation under mortgage, for the redemption of the bills issued at their dis-
cretion. To say nothing of the utter insecurity of the public revenues un-
der such a system, a new species of legislative power, unknown to the Con-
stitution, would be committed to these irresponsible bank directors, of which
no human sagacity can predict the consequences.

A just analysis of the operation of granting loans hy this Government
bank, in exchange for the notes of private individuals, will show, that it
involves the exercise, on the part of the directors, of the two-fold power of
appropriating the public revenue in the most dangerous of all forms—discre-
tionary loans—and of pledging the responsibility of the Government, to an
unlimited extent, for the payment of the debts at the same time creafed
agianst it. These are among the highest fanctions of legislative power, and
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have been expressly and exclusively vested in Congress. Unless, therefore,
it be assumed, that Congress may rightfully transfer the powers with which
it is invested to these bank directors, it will be difficult to find any warrant,
either in the letter or spirit of the Constitution, for the creation of this tre-
mendous engine of pecuniary influence. It may, indeed, be doubted,.
whether all the branches of the legislative authority united, have any consti-
tutional power to lend the public revenue, either to individuals, corporations,
or States, without reference to the objects to which it shall be applied. But,
whatever may be the power of Congress on this subject, it appears to the
committee to be inexpedient, in every view of the question, that the Govern-

- ment should be converted into a great money lender. There is no species
of trade in which it would be wise for the Government to embark; but of
all the variety of pursuits known to human enterprise, that of lending
money by the Government to the citizens of the country, would be fraught
with the most pernicious consequences.

In the first place, it is a business to which, in the very nature of things,

no Government isadapted, and, least of all, a popular Government. There
is no employment of capital that requires a more vigilant and skilful super-
intendence. Nothing but the ever active motive of individual interest - an
supply the watchfulness necessary to secure a banking institution against the
grossest frauds and impositions. In pecuniary transactions, few men are to
be found who will serve others, in cases involving the exercise of discretion-
ary power, with the same fidelity that they would serve themselves; and,
when we consider the strong motives, both of private friendship and political
attachment, which would operate on the directors of a Government bank,
to bestow its favors without impartiality or prudence, it requires but little
sagacity to foresee that enormous losses would be annually sustained by the
insolvency of the Government debtors.
" All Governments have found it expedient to place the public Treasury
under the guardianship of a high and confidential officer, aided, in the en-
-foreement of a rigid responsibility, by a system of checks and counterchecks,
operating upon all the subordinate officers concerned in collecting and dis-
bursing the public. revenue. Such is our own system. No discretion is
vested in the chief officer of the Treasury, much less in those that are sub-
ordinate, in the appropriation of a single dollar of the public money. ¢ No
mouey can be drawn from the Treasury but in consequence of appropria-
tions made by law.” How far these wise and provident safeguards, and this
constitutional barrier, would be prostrated by placing not only the public
revenue, but the public credit, at the disposal of some hundreds of bank
directors in various parts of the Union, is 3 very grave question for the con-
sideration of the House.

Our own experience has demonstrated the great danger of having large
masses of the community indebted to the Government. It was a deep con-
viction. of this danger that induced Congress to abolish the system of credit
sales in the disposition of the public lands. Congress has been compelled
to yield to the pressing importunities of the purchasers of these lands, by grant-
ing them not only repeated indulgencies, but by remitting some millions of
the debt. What, then, would be the situation of the Government, with a
debt of fifty millions diffused throughout the country, and due to it from the
most active, enterprising, and influential classes of the community? No-
theng that has not happened can be more certain, than that every unfavorable
vicissitude in trade, every period of commercial distress and embarrassment,
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would give rise to importunate and clamorous calls for indulgence, and for:
an injudicious extension of discounts, which no administration would have
the firmness to resist. Every one who has witnessed the urgency and una-
nimity with which the representatives of the States indebted for public lands
have pressed the claims of their citizens for indulgence and remission, must
be satisfied, that, if the citizens of all the States should become indebted much
more largely for bank loans, the Government would have scarcely any faculty
of resistance, when appeals for indulgence should come from all quarters of
the Union, sustained by the strong plea of public distress and embarrassment.

The policy of extending indulgence to the public debtors, and of granting
more liberal loans to the community, would, in the natural course of things,
become the favorite theme of those who aspired to popular favor. Political
parties would come to be divided upon the question of observing towards
the public debtors a strict banking policy, indispensable to the mamtenance
of specie payments, on the one hand, or a liberal Government policy, neces-
sarily involving a suspension of specie payments, on the other. And when
it is considered that the whole class of debtors, always the most numerous
and active portion of the community, would be naturally in favor of increas-
ing bank issues, and extending bank indulgences, it ean scarcely be doubted
that specie payments would be suspended in the first great pecuniary exi-
gencey, growing out of embarrassments in our commerce, or deficiencies in
our revenue. .

The Government, therefore, which is under the most sacred obligations
to constrain all the banks to maintain specie payments, with a view to the
uniformity and soundness of the currency, would, by its own example, per-
petuate the great national evil of a fluctuating and depreciated circulating
medium. . _ :

These evils, which would be so highly probable in time of peace, would
be almost certain in the event of war. The temptatign to supply the Federal
Treasury by the easy process of bank issues, rather than resort to the unpopu-
lar process of internal taxation, would be too fascinating to be resisted. We
should thus experience, what every nation has experienced in like circum-
stances, the.manifold evils of a mere paper currency, having no relation to:
any standard of intrinsic value. In these views the'committee are fully sus-
tained by the opinion of Mr. Lowndes, expressed in 1819. These are his
words: ¢¢That the destruction of the [United States] Bank would be followed
by the establishment of paper money, he firmly believed; he might almost
say, he knew. It was an extremity from which the House would recoil, if
now proposed; but if the resolution on the table were passed, it would very
soon be proposed. ‘- The subject was too large for an incidental discussion.
Gentlemen thought the amount of Government paper might be limited, and
depreciation prevented, by the rate of interest which should be exacted.
Inadequate every where, the security was particularly ineffectual in the
United States.” :

But the inevitable tendency of a Government bank to involve the country
in a paper system, is not, in the opinion of the committee, the greatest ob-
jection to it. The powerful, and, in the hands of a bad administration, the
irresistible and corrupting influence which it would exercise over the elec-
tions of. the country, constitutes an objection more imposing than all others
united. No matter by what means an administration might get into poyer,
with such a tremendous engine in their hands, it would be almost impossible
to displace them without some miraculous interposition of Providence.
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Deeply impressed with the conviction that the weak point of a free G@~
vernment is the absorbing tendency of Executive patronage, and sipcerely
believing that the proposed bank would invest that branch of the &ovefn-
ment with a weight of moneyed influence more dangerous in its character,
and more powerful in its operation, than the entire mass of its present pa-
tronage, the committee have felt that they were imperiously called upon, by
the highest considerations of public duty, to express the views they have
" presented, with a frankness and freedom demanded by the occasion. It is,
at the same time, due to their own feelings, that they should state unequivo-
cally their conviction, that the suggestion of the Chief Magistrate, which
they have thus freely examined, proceeded from motives of the most disin-
terested patriotism, and was exclusively designed to promote the welfare of
the country. This is not the mere formal and heartless homage, sometimes
offered up to official station, either {rom courtesy or interest, but a tribute
which is eminently due, and cheerfully rendered, to the exalted character
of the distinguished individual on whom it is bestowed,’

———

Eztraet of a letter from an intelligent merchant in Charleston, Soulh
Carolina, to the Chairman of the Committee of Ways and Means, il-
lustrating the exchange operations of the Bank of the United Stales.

- ¢ This effect of diminishing the vast difference of exchange between tlie
various points of the country, was evidently produced by the bank. The
advantages produced by this Institution, in the intercourse between the West~
ern and Atlantic States, can be duly appreciated only by one who sees, pas-
sing before him, the actual operation of the system of exchange it has creat-
ed. For example: Lexington, in Kentucky, annually accumulates a large
surplus of funds to her credit in Charleston, derived from the sale of horses,
hogs, and other live stock, driven to that as well as to other Southern mar-
kets by her citizens. Philadelphia is indebted to Charleston for exchange
remitted, dividends on bank stock, &ec. and Lexington is indebted to Phila-
delphia for merchandise. Without the transportation of a single piece of
coin, Lexington draws on Charleston, and remits the check to Philadelphia
in payment of her debt there; which operation adjusts the balance befween
the three points of the triangle almost without expense or trouble. Could
such facilities be obtained from any other than an institution having branches
in different parts of the Union, acting as co-partners in one concern? Loca]
banks, whatever might be their willingness, eould not accomodate in the
same manner and to a like extent.”  * > * * * * '

¢ The discounting of bills on the low terms established hy the Branch
Bank at this place, is a great benefit to the agricultural interest, particularly
in enhancing the price of cotton and rice; and were the bank to stop its ope-
rations, there is no saying how far these staples would be depressed. The
private dealers in exchange would take the place of the bauk in that business,
and their profits on bills would be taken out of the pockets of the planters,
as the merchants would always regulate the price they would give for an
agricultural production, by the high or low rate at which they could nego-
tiate their bills, On account of its connexion with all parts of the Union,.
the bank affords this important advantage to the public: it is always a pur-
chaser and always a seller of exchange at fixed and low rates, and thus pre-
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vents extortion by prlvate dealers.” * * * * * ¥ <« Before this
bank wentsinto operation, exchange was from 8 to 10 per cent. either for or
against Charleston, which was a loss to the planter to that amount on all the
produce of Georgia and South Carolina, and indeed you mu.,ht say, all the
produce of the Southern and Western States.” * *

<< ]f the Bank of the United States were destroyed, the local. banks would
again_issue their paper to an excessive amount; and while a few adventurous
speculators would be much benefitted by such an issue, the honest and un-
suspecting citizens of our country would, finally, be the losers. If we look
back to what took place in New York, Penmylvama, the Western States,
and even in our own State, we shall see the grossest impositions commutied
by banks, commencing, with a few thousand dollars in specie, buying up
newspapers to puﬁ' them as specie-paying banks, in order to delude the pub .
lic, and, after getting their bills in circulation, blowing up, and leaving tho
unsuspecting planter and farmer victims of a fraud, by which they were
deprived of the hard earnings of years of honest mdust“v. But, sir, I be-
lieve the bank owes a great deal of the opposition which exists, and has
existed, to the fact that it has put down these fraudulent institutions, got up
by combinations and conspiracies of speculators; and who, after recciving
large dividends, managed to destroy the credit of their own paper, and, by -
the agency of brokers, bought it up at half its nominal value.

¢ Sincel last wrote you, Thad a-conversation with a gentleman in the con-
fidence of some of the moneyed men of the North, and he says they are de-
termined to break up the United Staies’ Bank, to enable them to use their
money to advantage; as that institution gives so many facilities to the com-
munity, as to deprive them of their former profits.” * * * >

¢¢ There is another consideration: the distress would be immense, which
a refusal to renew the charter would produce among those who are indebted
to the institution: for I find that to this branch, the planters owe upwards of
a milion of dollars; and I have no hesitation in saying, as safc a debt as is
owing to any bank in the Union. But if the bark should wind up its affairs,
these planters could not get credit from other institutions; and as the bank
can'sue in the United States’ Court, where judgment is obtained almost at
once, -property would be greatly depressed, and m.oneyed men wnuld buy it
up for half its value. Throughout the Union, all classcs would suffer, except
those who should hold up their money to go into the brokerage business, or
buy property at a sacrifice. If 1 were sure the bank would not be re-
chartered, [ would convert my property into money, with a view to dealing
in exchange. I could make a vast fortune by it. ”’
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APPENDIX, No. 3.

\ LIST of Transfers directed by the Secretary of the Treasury from and
to Bank United States and Offices, from 6th June to14th Dec.1829.

No. Date. Where from. Where to. Amount.

Ro. 11{June 8, 1829 | New York - - | Washington - - - 100,000
2 ¢ ¢+ | Bank United States - | Ditto - - 50,000
3 [ «¢t | New York - - | Ditto - - 150,000

: Ditto - | Bank United States - 1,865,000
New Orleans - - | Ditto - - 75,000

Louisville - -] Ditto - - 50,000

Cincinnati - -| Ditto - - 115,000

Bank United States - | Baltimore - - - 135,000

Ditto - - | Norfolk - . 80,000

Ditto - - | Fayetteville - - 20,000

Nitto - - | Charleston - - 200,000

Ditto - - | Savannah - - . 15,000

Ditto - - | Mobile - - 35,000

Portland - - | Portsmouth . . 20,000

Ditto - - | Boston~ - - 90,000

New York « , =] Diito . - 40,000

Providence - - | New York - - 140,000

Hartford - - | Ditto - - 35,000

New York . - | Richmond - - 70,000

Ditto - - | Charleston - - 80,000

‘ Cincinnati - - | Pittsburgh - - 15,000

. 31 { July 8, ¢ New York - - | Washington - B 100,000
32§ Aug. 3, ¢ Ditto - - | Ditto - - 100,000
: 33 [ ¢¢ | Baliimore - - | Ditto - - 50,000
Sept. 1, ¢+ | NewYork - -|{ Ditto - - 100,000 .

9, ¢« | Louisville - - | Pittsburgh = - - 20,000

et e Charleston - ~ | Fayetteville - - 10,000

X *¢ | Bank United States - | Norfolk - - 20,000

‘e ot New York - - | Ditto - - 20,000
O Louisville - - | Nashville - - 20,000

44 14, ¢ [ NewYork - - | Washington - - 100,000
45 ¢ ¢« | Boston - - | Ditto - - 40,000
47 21, ¢ Charleston - - | Fayetteville =~ - 20,000
49 | Oct. 5, ¢ New York - - | Norfolk | - - 50,000
50 12, ¢¢ Ditto - - | Washington - - 100,000
51| Nov. 2, ¢ Bank United States - | Norfolk - - 50,000
52 ¢ (X New York - - | Washington - - - 100,000
53 Boston - - i Ditto - - 50,000
63 Bank United States - | Norfolk - - 50,000
64 New York - - | Washington - . 100,000
65 Ditto . - | Norfolk - - 50,000
66 Ditto - --| Washington - - 100,000
67 Bank United States - | Ditto . - 100,000

68 Boston - -1 Ditto . . 25,000

69 | Dec.14, 1829 | Ditto - - | Bank United States - 500,000

70 [ ‘ New York - - | Ditto - - 1,000,000

71 L [ New Orleans - - Ditto - - 400,000

72 v ¢¢ | Bank United States - | Baltimore - - 300,000

73 o e Ditto - . | Charleston - - 50,000

74 [ te Savannah - - | Norfolk - - 50,000

i $7,055,000

From the above statement, the annual amount
ment, free of expense, may be inferred.

_of the transfers made for the Govern
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'STA'i‘E OF THE BANK OF THE UNITED STATES,
ApRIL 1, 1830. i
$32,138,270 89

Notes discounted - -

Domestic bills discounted - - - - 10,506,882 54
Funded debt held by the bank - - - - - 11,122,530 90
Real estate - - - - 2,891,890 75
Funds in Europe, equal to specle - - 2,789,498 54
Specie P .. - - - - 9,043,748 97
Public deposites - - - - - 8,905,501 87
Private deposites - - - - - 7,704,856 87
Circulation - - - - - - *16,083,894 00

® Thisis the circulation from the office returns. We know, however, that a part of it is
received at other affices, and js in passage from one to the other. So that the nett circula-

tion is $14,176,927.
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