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[Note: This Alexander Hamilton is not the famous Federalist and Secretary of the Treasury.  The author may have chosen this as a pseudonym. - JDK]

Editor’s Introduction

W

E have determined upon the publication entire of Mr. Hamilton's Pamphlet on banks and currency, not because we agree with him in all that he advances, so much as from a ‑desire to present to the public whatever the times may produce of interest upon the subject. The author is evidently a thinker. He perceives and points out many of the difficulties which now attend the action of the pecuniary system of the United States, and is at least ingenious in his suggestion of a remedy. We think there is much in the letter that deserves attentive consideration even from those who may disapprove its conclusions. New theories always require time to make their way into the confidence of the community. The principles upon which they rest, if really sound, are made better known after they have been subjected to the examination of different minds, and tested by opposite methods of analysis; and the difficulties which almost always are found to obstruct any immediate successful adoption of them, are more likely to be discovered and removed by discussion than in any other way.

The author starts with the proposition, that government, by which he means the sovereign power, whether residing in the several or the United States, has relinquished the control over the power to create money‑this act or omission is the cause of the embarrassment which is now felt in the currency‑hence no real remedy can be found excepting through the recovery of the lost power. This is therefore the object of the plan which he brings forward single bank of issues for each sovereign power.

We have no difficulty in conceding to the author that he has gone to the root of the evil. We agree with him in believing that the present plan of unlimited paper issues cannot be made safe to the community, and that, theoretically, it would be better to have these ‑confined to a single source. But when we compare the state of things actually existing among us with the remedy which he proposes, in the manner in which he presents it, we confess ourselves to be doubtful of its beneficial operation. Mr. Hamilton does not attempt to go beyond the State of New York. His letter is addressed to the Legislature of this state only, and has reference to the creation of a system which may not be extended beyond its limits. We do not mean to be understood to say that he does not contemplate its possible adoption in other states, but that this is regarded only as a contingency, the failure of which will not affect its successful operation in a more confined sphere. This appears to us rather to evade the great difficulty of the present question. That difficulty is to be found in the necessity of concurrent legislation on the part of twenty‑six separate and independent sources. These twenty‑six states have all, without exception, exercised the right of authorizing the issue of paper money in the shape of bank bills, and many of them derive a direct benefit from the sale of that right, either by an annual tax on' capital, or a large bonus, or they own some of the stock of the banks created, or they guarantee the repayment of the capital which has been borrowed abroad, which repayment must be secured by the profit upon a paper circulation. Here are causes of opposing legislation, various enough and powerful enough to destroy all prospects of harmony. The evil which afflicts us, is in the multitude of the sources of power which leads to an abuse of it, and puts an end to all hope of that unity of action regarded by us as indispensable to the introduction of a better state of things. This evil is aggravated by the connexion of [215] interest which exist between the creatures and the creators, and by the variety of local influences which may be brought to bear upon the latter, through which good principles may often be undermined and bad ones disseminated. Among so many discordant elements, it would be as unreasonable to expect harmony, as if a musician should expect his instruments to yield twenty‑six notes precisely the same in sound, notwithstanding it was constructed to give them different, was set in different keys, and was subject to be put out of tune by all ordinary accidents, as well as the changes in the weather and the season.

Under these circumstances, to propose to New York to begin upon a scheme like this, without reference to the course of other states, seems to us to be at best of very little use. The currency of a people speaking the same language, having the same manners and habits, and subject to the same vicissitudes, never can nor will recognize any conventional lines of geographical distinction, nor any theoretical abstraction of state sovereignty. As a consequence of this, it has always been found that the bank note money in circulation in any particular shot does not bear so close a relation to the state authority under which it is issued, as to the opinion entertained of the ability to redeem it, and the nearness of the place, or other facility of redemption. So long as there is no uniformity of action, New York cannot escape the effects of the policy of her neighbors in counteraction of her own. She must be subject to the operation of expansions or contractions of the currency growing out of their paper issues, nearly as much as if she herself was concerned in producing them. The credit which attaches to paper money is a subject which has not yet met with the full and complete analysis which it deserves. It can be arbitrarily destroyed just as little as it can be arbitrarily created. It is the result in a great degree of opinion, which every body knows not to be easily regulated in these days. Hence we are inclined to believe that in a country like ours, where the supply of the precious metals for money is acknowledged to be entirely unequal to the demand created by the activity of the trading disposition of the people, paper resting upon credit will be made to serve the turn; and inasmuch as the paper does rest upon credit, or in other words, upon the good opinion which the parties receiving it has of the solvency of the party that issues it, we think it will find a circulation for itself wherever it is not positively forbidden. And the extent of that circulation will depend upon other considerations more than even upon the prohibition itself.

If our view of the matter is correct, then the proper method of executing the author's plan can only be through the agency of the national power in the first instance. Against the expediency of this, in an abstract view of the case, we are not prepared to object‑ on the contrary, we incline to the opinion that it would be a material improvement upon our past system of legislation; but there is a practical difficulty in the way which appears to us very serious. The whole theory upon which it rests runs counter to the feelings and prejudices, and even the principles, of a majority of the people of these states. It is in its nature prohibitory of a right which has been for fifty years exercised without restraint or question, the surrender of which would involve the sacrifice of many private interests built upon its continuance. It has also the appearance of giving additional strength to the national power, deemed by many people to be too strong already. The argument against all consolidating doctrines has ever been received with favour by great numbers of persons in the union, and within proper limits may be allowed to be a safe [216] and reasonable‑one. We should therefore despair of ever making a project of this kind generally acceptable. In proposing schemes for the public good, it is as necessary for the statesman to consider the character of the people for whom he is acting, as the value of the object he has in view. Their habits, passions, and prejudices, require as much attention as their interests. The point always must be; not so much what might be best as what is most practicable. Many plans could be devised, which considered in themselves would be likely to be of great service if adopted in this country, but which in the present state of public feeling it would be idle even to discuss. We are inclined to think this one of a single bank of issue must be ranked among the number of them. For however we may be willing to admit that it has many things to recommend it, and avoids many of the objections which exist against the present unregulated state of the currency, there is one great difficulty in adopting it, which we do not see our way to get over; and this is, that it is suited neither to the character of our institutions nor to the prevailing notions of our people; for it creates a central power, not in accordance with the principles Of government held to be sound by a very great majority of those whose consent with us makes a necessary part of every law.

But even if the scheme were more likely to be popular than we suppose, there is yet one portion of it which appears to us to be liable to objections that should not be overlooked, even in so general a notice as this of ours. Mr. Hamilton's project can hardly be said to be entirely original with him, but appears rather to be the result of the reflections which he, in common with most of the late writers on the subject upon the other side of the water, has made upon the evils of the present system. If we understand him rightly, he is for introducing into New York the idea which has been heretofore suggested in the Edinburgh Review as fit to be acted upon in England, namely, that the issue of paper to serve as money should be confined to one body. This issuing bank is not to be either a bank of discount nor deposite, but these sorts of business are to be left to another class of institutions, which are to be in their turn denied the privilege of circulating any paper of their own.

Now, if the issuing bank neither discounts notes nor receives money in deposite, it will not possess either of the channels by which paper most easily finds its way into circulation, but they will be in the hands of the other class of institutions already alluded to. These must therefore become the great customers of the issuing bank for its bills. But if they are, and give to her the security which she may deem to be sufficient in exchange for those bills, they will not trouble themselves nor incur the additional expense of keeping on hand any supply of the precious metals with which to redeem them, but will always look to the issuing bank as the source of that supply, which may enable them at any moment of panic among their depositors to stand a run. Hence the bank of circulation will almost unavoidably become involved to a considerable extent in the good or bad fortune of the other banks; and she must always be prepared to stand alone the brunt o j every commercial diffi​culty that may occur. This is found to be the constant effect of a partial adoption of the system in Great Britain. The private bankers are always the first to feel the effects of a convulsion, and to support themselves they immediately look to the Bank of England as the great reservoir of specie, from which they seek to draw as much as their command of the notes of that bank will enable them. Hence the run which begins upon the private bankers, concentrates itself upon the Bank of England through their agency. It is [217] clear that results of the same kind would follow the adoption of Mr. Hamilton's plan here. Indiscretion on the part of the discounting bankers would bring on a run from the depositors, to meet which, the notes of the issuing bank will be amassed in quantities, and returned upon it for immediate conversion into coin. This operation would go on, too, with very little reference to the terms upon which those notes were supplied, or to the goodness of the security which was given in exchange for them. An inevitable consequence must be, that the issuing bank, whether willing or unwilling, would be obliged to share largely in the risk of the business of the private bankers, and be exposed to bear the whole of the burden of any pecuniary convulsion consequent upon their mismanagement.

This difficulty is thought to have been removed in England by the insertion of a provision in the new charter of the Bank of England, by which its notes are made a legal tender in the hands of any one, excepting those of the bank itself. A private banker, therefore, who deals in those notes, has no longer any anxiety about converting them into coin, inasmuch as they are as good to him as coin for the purpose of releasing himself from any demands that may be made upon him. Doubtless this is a very convenient arrangement, and may, for aught we know, work, very well; but we must be permitted to doubt whether it rests upon any sound principle of commerce, or, indeed, any thing but an arbitrary distinction. The measure seems to as' some that as a fact which can never be a fact‑that paper is the same thing as coin. Knowing as we do the history of paper money throughout the world, we have no right to presume that the notes of the Bank of England are an unfailing standard of value. They are liable to be affected by political events to an extent which can never be felt by coin, and any loss in their value would, as things now stand, not merely be felt by the creditors of the Bank itself, but would extend to all contracts, however honestly entered into, with every private banker who does not circulate his own notes through out Great Britain. While, therefore, they are, as a class, shielded from much danger by the present provision, it is plain that the public incurs all that they are saved.

We are not, however, called at this time to go into any detailed exposition of our views upon this subject. Mr. Hamilton does not appear to contemplate any such measure in his plan, and, if he did, we very well know that the adoption of it would not be possible consistently with the terms of the constitution of the United States. We are very glad that it is not, on many accounts, but most particularly on this, that a bar is put by it to the possibility of making political conjunctures the apology for the issue of irredeemable government paper, or of that which, originally professing to be redeemable would, in process of times cease to be so. The great danger of all national moneyed institutions, which do not rest upon private responsibility and commercial interests for their safe management, is to be found in the abuses to which they are liable in moments of political crisis. With all the difficulties attending our present system, we candidly confess we would rather take our chance of the solvency of any of our honestly managed commercial banks, than of government paper under a succession of partisan administrations. We fear that the tendency of much of the doctrine of the present day respecting the currency, leads to some' experiment of this kind, imperceptibly event o the minds of those who advocate it. To any such we cannot too earnestly give expression to our opposition, as being in principle [218] anti‑republican, in. practice eminently unsafe, find disastrous to the public prosperity even in its remotest consequences:

But we will not longer detain our readers from the perusal of the pamphlet itself. Many of them may regard our objections as unsound and valueless. We present them in no spirit of fault‑finding, but from a simple conviction of their importance. We lay no great stress upon them, for the reason that in this age and country, and, above all, at this moment, it does not become us to be dogmatically. For the same reason, although entirely differing from the author in his view of the inexpediency of the return to specie payments in 1838, we abstain from holding any argument upon the point. The question is now reduced to a mere difference of opinion upon a theoretical principle, about which it is perfectly fair for every person to think as he likes best.

A LETTER by ALEXANDER HAMILTON, of New York, on the subject of BANKS and the CURRENCY, Proposing the Creation of a State Bank of Issues, and the Restriction of Private Banks to Circulation, Discounts, and Deposites, addressed to the Honorable the Legislature of the Slate of New York.

G

ENTLEMEN: ‑If it will not be deemed obtrusive on the part of a private individual, I take the liberty to offer, for your consideration, a few remarks on the subject of our currency, which, although they may not entirely meet your assent, cannot fail to be respected as worthy of record for future reference. In the project I am about to suggest, there will, perhaps, be found no other recommendation than an attempt to reconcile the ultra speculations of an exclusive metalic currency, with one of a representative character, based on absolute responsibility, convertible into specie.

It may be asked why any effort should be made, at the outset of an experiment, the advantages or defects of which could not have had an opportunity for development, that a project, essentially changing the whole system, should be brought forward. To this it may be replied, that it has ever been held the wisest policy in political as in mili​tary tactics, always to be prepared with a corps de reserve, should necessity render it expedient to modify or change the position which may have been assumed. I however, contend, inasmuch as the general banking law is only on trial, it is the duty of the legislature to have in view some substitute in the event of a failure, and not be taken entirely by surprise at the moment of embarrassment. In the present experiment, there is nothing of real novelty, except it be the extraordinary fact, that government has relinquished the control over one of the most delicate attributes of sovereignty, -- the power to create money, and that, to an unlimited extent.

The door has been thrown wide open for the issue of a paper currency; the old system and the new are in full operation, each dependent on the other for permanent exis​tence, while, in fact, in their action, the several banks are heterogeneous, antagonist, independent. There are no two institutions having a common interest, and none governed with reference to the public welfare. The polar star of each is profit; this is the guide, aim, and object of private banking, and the legitimate pursuit, when restricted to honorable and honest operations. It is, nevertheless, equally correct, that, while these associations ought to be unlimited in the use of their capital, and its intelligent employ​ment, they should never be entrusted with a power which, if abused, may shake the na​tional prosperity to its foundation. In accordance with the general impression, our banks are sound, well managed, and, as moneyed institutions, entitled to respect; if this be their true condition, then, with great deference, I apprehend this is the precise period when any change, which may have a tendency permanently to secure and preserve their usefulness, should be adopted‑at least, discussed. Is not the reason as powerful now as at the recent crisis it was represented to be, that one of the chief causes of the embarrassment resulting in a suspension of specie payments, was the existence of an inconsiderate multitude of currency purveyors? If so, what is to be the influence of our General banking system Does it tend to curtail or to expand the difficulty; or, has it, by some new light, been discovered that the paper medium is more stable in proportion to the sources of its creation'! AV any other period than the present, these inquiries would be regarded as unmeaning, and yet they are the incidental and natural considerations resulting from the policy, if there was any governing principles, which induced the enactment of the general banking law. There is now no check to the creation of these money mints; any body and every body, with or without character, has [219] a right to enter the fair field of competition. The amount of corporate bank capital has no limits, and for the wants of the country the currency will prove equally redundant. The whole wealth of the community, in money, ingenuity, contrivance; and chicanery, will soon be monopolized by these prolific paper‑money creating concerns; every species of disguise will be resorted to; and some, not leas contemptible than the miserable trick of that respectable institution, the Delaware and Hudson, of issuing notes payable on DEMAND, six months after date, "Demand" in conspicuous letters, the residue scarcely legible, a fraud without any more honest motive than the gratification of a successful imposition on the unwary. The times are not quite propitious for a full development of the dangerous fallacy of the present system; the new institutions have to move cautiously; public confidence must, for a time, be coquetted with; but when the buoyant day of prosperity shall arrive, obliterating the recollection of past troubles, the inflated bubble will burst, producing a re‑action that will subvert the landmarks of “meum and tuum,” civil and political liberty. Such are my deliberate anticipations; the present calm is but the precursor to n storm that will most certainly wreck the ship of state if preparations be not speedily made to take in sail, and change the bearings of her financial course.

It is not in the state of New‑York alone flat the fascinating project of free banking is to be experimental) essayed, the speculative example has been infectious, and while the anomalous mentally of unrestrained paper issues is preserved perfect, the modes of giving full effect to the scheme will be as varied as the capriciousness of legislative fancies shall dictate. It seems never to have entered into the consideration of our fiscal statesmen, that since the general peace of 1815, the mass of population and property has immensely increased, while the amount of the precious metals has received from the mines no corresponding addition. If this be correct, of which there is no question, then must money come more valuable, whether we refer abstractly to specie, as such, or to what, based on it, is intended to be its representative; or, on the other hand, the alternative is mathematically certain, that the present prices of property cannot be maintained. Villages, towns, and cities, have not only been improved, but multitudes have sprung into existence; in whatever direction we turn our attention, whether towards Europe or in America, the scene presents a most gratifying state of prosperity; in private and public expenditure there appear to be no bounds, while gold and silver have not increased in the ratio of general improvement, but have been essentially absorbed in ministering to luxurious enjoyment. Is not this a tine picture of the state of the world; and does it not present strong grounds for apprehension of a serious conflict between money and property, of which specie is the measure, and that the credit system is fast advancing to a plethora?

May it not be asked, whether there is not already a perceptible increased value in specie; or, what is equivalent, a general decreased confidence in credit? The price of the precious metals in Europe has materially advanced; by the last accounts they were becoming more immediately active in settling exchanges, and thus employed, curtailing their expanding uses as a basis of a paper circulation. According to the established practice of the Bank of England, another well‑regulated institutions, the amount of paper put in circulation is as three to one of specie; consequently, if specie be employed as the immediate medium of exchange, the curtailment of paper currency must be in the inverse ratio; and if to this should be added, under any alarm, a demand for specie for the purpose of hoarding, it must be apparent that confidence will be impaired, and the credit fabric exposed to danger. 

Entertaining these views, I am induced to suggest a premonitory modification of our banking system, which, although radical, as it curtails the money creating powers of the banks, is nevertheless essentially established on the known and intelligent principles that have heretofore, in a different shape, proved so successful an auxiliary in the progress of our great national prosperity. The project I propose is, to preserve the good, and discard, as far as is compatible with prudence, a feebleness to our currency, which has, unfortunately, in some measure became identified with our established experience in fiscal economy. In my estimation, it would be absolutely impolitic, and equally pernicious, altogether to repudiate a paper currency, if such a measure were practicable; it is, notwithstanding, imperatively important that the public should resume the supervisory government of this subject. The superintendence of a power of such immense and vital consequence to the integrity, stability, and permanent interests of the public, as that of moneymaking, ought not, in the very nature of its operation, to be legislatively lodged in the exclusive hands of individuals. The value of no man's property, much less that of a community, should ever be placed at the capricious will of private cupidity and speculation. The ebbs and flows, the contractions and [220] expansions of the currency, are inconsistent, if the result of fictitious movements, with the principles of sound government; and if we are not already apprised of the causes which produce the sudden changes we experience, would it not be a primary and cardinal duty of legislation immediately to Investigate the origin of the irregularity? As it is, all admit the error, but none dare venture on the remedy. To effect a permanent change, the private banks must be gradually shorn of their improvident and unconstitutional powers, before the public mind con settle down into any intelligent knowledge of its pecuniary responsibilities.

In order to affect thin object, and, at the same time, preserve the harmony of our fiscal operations, the legislature ought to establish a state bank of issues, and simultaneously convert the private banking associations into simple banks of circulation, discount, and deposit.

In referring to the report of the secretary of the treasury of the United States, it will be found that there were in 1830 about 320 banks, with an aggregate capital of 145,192,263, with a circulation of $61,324,000; which, by January, 1837, were increased to 973 banks, with the immense capital of $324,240,293 sustaining a paper circulation of $185,782,506; to which the state of New‑York has, within one year, under the general banking system, prospectively added more than $200,000,000 of capital.

If we compare our condition with that of Great Britain, the contrast will present a most extraordinary contradiction. The national debt of that great and powerful nation is eighteen times larger than the entire public indebtedness of this country. In referring to official statements, the amount of our public stocks, exclusive of the $6,000,000 treasury notes of the federal government, are estimated, at $200,000 000; while the sum due by Great Britain is about $3,600,000,000; and, on the other hand, her paper circulation does not exceed $140,000,000,* while ours has been expanded to more than $190,000,000. What must be the conclusion from this exhibition? Does it not exhibit an inconsistency fatal to the permanency of our currency? The solution of the enigma resolves itself into the fact, that in proportion as we create bank capital, we expand an artificial currency without increasing the wealth or accommodation of the public. 

__________________ 

* By the average of the last quarter, the specie of the bank of England was reduced to about £7,000,000; and in March it did not exceed £5,000,000.

When we remark that it has not been possible for the enlightened finance statesmen of Great Britain to guard against destructive panics, with their comparatively contracted currency, what reasonable hope can we entertain, in our disjointed arrangements, to resist the torrent whenever adverse exchanges shall create distrust? ‑ In the course of a very brief period, we shall have every cause to apprehend a most calamitous revulsion m our monetary affairs, a catastrophe in progress by the prospective rapid decline of our most valuable staple product, and will be realize when the large shipments of cotton made in anticipation of war prices, shall bear oh the European markets. The southern banks having been deeply engaged in monopolizing the cotton market, will first feel the re‑action; when hose of the north, governed by the natural reflective consequences, will have to encounter the raging fury of the storm, with about as much ballast as fits them to the bland influence of summer zephyrs.

In the event of a renewed embarrassment, it is to be hoped that the suicidical course pursued by the banks in the spring of 1837, may not be re-enacted. The commercial community will not again submit to be annihilated; there will be no discrimination between banks and merchants, the whole will be involved in a common chaos. 

Was it not a most mistaken policy to adopt measures of shiftless expediency to guard a miserable pittance of $1,250,000 of gold and silver, at the risk of destroying millions of responsible assets? If the banks had been governed by a liberal foresight, and a moderate degree of moral firmness, the commercial bankruptcies would have been very limited, while the suspension of specie payments would have come without the calamitous terrors which were anticipated. When the overthrow was inevitable, the extended relief became an ill‑graced movement, evincing the folly and timidity of former counsel, and the entire loss of public confidence. The recollection of that event​ful crisis ought to teach some wisdom to those who era immediately connected with the currency, and will, it is to be anticipated, give rise to a lucid examination of this most important subject.

It has often been the subject of surprise, that the bank of England, with the limited circulation of that country, is unable to control the currency; but on examination, it will be found that every precautionary measure on the part of the bank is invariably counteracted by the increased expansion of the competitor institutions ‑- the latter, confiding in the management of the bank for the successful termination of their reckless improvidence, eventually find a heavy requisition on the specie in their own vaults, [221] when they are compelled to adopt an active and injurious curtailment. The same inherent disease is common to both countries; but, as with us there is less real money capital, the malady does not so soon create alarm, ‑- the speculative genius of our people always looking forward to the bright sunshine of prosperity.

It requires but a moment's reflection, on such data, to anticipate the possibility of another explosion under the present system. It is to prevent this sad paralyzing consequence, the occurrence of which would deprive the United States of a credit system which has heretofore been so prolific in its results, that I am induced to propose a change. In the plan I refer to, a full currency will be preserved, which, being more permanent and undoubted, will give greater facility and security to business; it will be the olive branch of peace to conflicting opinions; the public mind will repose with confidence, and, knowing the true state of the currency, with a ready ability to comprehend the natural causes of occasional changes, every individual will see when to contract or enlarge his operations with intelligence. As we are now situated, no man ten form any just calculation to govern his commercial operations for the future, from past or present experience.

If our political statesmen had expanded their views to the substantial cause of the suspension of specie payments when the banks were entirely within the power of legislative discretion, the patchwork policy which ensued would never have disgraced the legislative records, and the community might now be realizing the advantages of a sound currency.

If the extraordinary position of our financial affairs, having no comprehensible foundation for security, at all times insusceptible of estimate, and when an expansion is only known by its redundancy, with its baneful consequences, a general suspension of specie payment, or a contraction so sudden and violent as to paralyze, if not destroy, the best concerted arrangements create no fearful alarms for the permanency of our republican liberties, we boast in vain of the conservative influence of public opinion. Is it not totally inconsistent with the vital spirit of free government that a privileged order, a monied power, should be tolerated, clothed with and assuming the dangerous prerogative of coming money at pleasure, and with it, the illegitimate right and ability to exercise an arbitrary sway over its expansions and contractions? This is, nevertheless, the anomalous condition of the people of the United States; already are one thousand private banks, vested with the exclusive possession of the most influential, delicate, and important attribute of sovereignty, untrammeled and unrestrained, administering to the public wants and necessities, as may seem to them most expedient and profitable to their separate coffers.

The banking system of the United States has broken from its moorings; there ought to be no more confidence placed in its usefulness under the existing organization. A change must and inevitably will come, whether we are prepared or not to meet the consequences.

In my estimation, the recent resumption of specie payments was an entire fallacy; the country was indebted on an expanded and fictitious currency, and should have been allowed gradually to settle its affairs on the same basis‑and not by a violent contraction, for the pride of appearance, grind the very substance from the indebted. The whole community has been leeched to sustain the claims of the few.

It is not my intention to insinuate the slightest disrespect to the gentlemen who conduct these institutions; on the contrary, I have no doubt they entertain the same convictions of the imperfections of the whole currency system; as they find the law, they tire governed by it, but do not consider it prudent or expedient, in their peculiarly delicate position, to suggest or advise any change. While these views are introduced as the emanations of a speculative opinion, they create no apprehension, and will be rejected if impracticable and Utopian; but, on the other hand, whatever merit they may possess will gradually and usefully mine its way into the favorable consideration of reflecting statesmen.

In order more clearly and perfectly to explain the system I advocate, I will now present, by way of exemplification, a project of a bank of issues, adopted to the state of New York, to be known and distinguished as

THE BANK OF ISSUES OF THE STATE OF NEW YORK.

1. The capital of the state bank to be $30,000,000, to be increased whenever deemed expedient by the legislature, at stated periods and under precautionary limitations; but not to be reduced below the original amount of capital. The state to subscribe one third of the capital, for which permanent securities are to be issued, and the residue to be made up from private banks, or individual subscriptions.

2. The state bank to be the fiscal agent of the government; and in its financial business and operations, to be restricted and confined to negotiations in exchange, loans on [222] stocks, and in the exclusive employment of providing a sound and legitimate currency. 3. The state bank to be prohibited from discounting or purchasing promissory notes. and from receiving money on deposit, except specie for safekeeping or transmission; and in neither case, without some charge, that no interference should conflict with the legitimate business of well‑regulated private banking.

4. The state bank to be invested with the exclusive power to issue bank notes or bills, payable on delivery, and drafts or certificates issued by other banks or individuals to be alone negotiable when payable to order, and at special periods, carrying interest: and all such drafts and certificates to be cancelled when due, and, if not discharged, the holder to be entitled to twelve percent interest from the time of presentation.

5. The state bank to have authority to issue notes and bills of any denomination, not less than one dollar, and those under five may include any fractional parts of a dollar; and in order to equalize the currency, its bills and notes are to be made payable in specie in the city of New York, as the chief lace of business; except those of ten dollars and under, which, at the option of the older, may be made redeemable at the principal branches. 

6. The state bank to be located in the city of New York, with authority to establish branches or to employ agencies, as may be deemed most advisable; but under no circumstances shall it be compulsory on the bank to establish branches, except at Albany, Utica, Hudson, Troy, Rochester, Lockport, Owego, Buffalo, and Oswego.

7. The state bank, in order to circulate its bills and notes, will be authorized to purchase bills of exchange, to make loans on stocks, and to open credits to individuals and private banks, corporate and incorporate, at a charge of not less than three per cent. per annum, and in such amounts and with such security as may be deemed expedient.

8. The paper circulation of the state bank, payable on‑ demand, to be limited to the amount of a moiety of its capital; and the bait at all times to have in the city of New York one dollar in specie for every five in circulation.

9. The state bank to be limited in its dividends, the surplus profits, after discharging all incidental expenses, to be held subject to legislative appropriation for the dissemination of useful knowledge, or the advancement of internal improvements.

10. The state bank to be required to make public monthly reports of its aggregate paper circulation, and public quarterly reports of bills and notes under ten, twenty, and fifty dollars, distinguishing the amount in each class.

11. The legislature to have and exercise a constant supervision over the affairs of the state bank, and annually, or oftener if it be deemed expedient, to make a full and complete investigation into its operations, either by a legislative committee, or commissioners specially appointed for the purpose; and biennially to direct a committee of the stockholders, in which the directors shall not be included, to make a thorough examination, and report the same to the legislature.

18. The state bank to be under the direction of fifteen private, and five public directors, with a president and vice president; -‑ the president to be appointed by the governor, by and with the consent of the senate, from a list of five names to be presented to him by the board of directors, and selected from among the private directors; or to be chosen by the private directors from the public directors, who are to be appointed by joint ballot of the legislature; the vice president to be appointed exclusively by the board of directors, without limitation. The duty of the president of the state bank shall be to superintend the general operations of the bank, and to advise and consult with the state treasurer on all fiscal subjects pertaining to the public interest. The duty of the vice president to take charge of the details, and to attend to the ministerial transactions of the corporation.

It will be apparent that a bank, established on such principles, must, or can be made to afford a circulation of undoubted character; and, if from any irresistible causes, it should ever be compelled to refuse to redeem its notes in specie, its currency would still, for all purposes of domestic business, be as useful, in the interchanges and transfers of property, as the same amount of gold and silver. As the acknowledged currency of the state, predicated on its responsibility, independent in position, and entirely free from the entanglements of commercial excitements, there could be no supposable state of things, other than a political convulsion, that could impair public confidence in its solidity. The notes would be received by, and paid out of the public treasury; the quantum of issues always known to the community, and limited in amount. The whole subject is placed under the supervision of the government and an unbiased committee of the stockholders, and so simple in construction, as to be within the understanding of every individual.

The mystery which now overshadows the circulation, and the sudden changes to which its imbecility renders it inherently liable, would immediately cease to exist; [223] the currency would be uniform throughout the state; end payments could be then made in correspondence with the true principles of commercial equality.

A bank, not subject to deposit drags, and free from all rivalry, can sustain a larger circulation, on a less amount of specie, than can be steadily supported, on a wider basis, by a multitude of conflicting competitors. It is the apprehension of irresponsibly, generally the result of a want of information in the public, that gives rise to "runs" on banks, in order to convert paper into specie; ‑- which a bank, thus constitu​ted, can never be liable to. In fact, no instance was ever known, where a general suspension of specie payment has taken place through the direct influence of the billholders only; and as the state bank is to take no deposits, it cannot be subjected to a drain from any other source than its notes in circulation; but, inasmuch as a demand fur specie has a direct tendency to absorb a portion of the paper currently, its natural consequence, by the contraction, would be to enhance the value of the residue, and thus effectually to counteract any serious result.

The issues of the state bank are to be guaranteed by ten millions of state stock, one dollar in specie for every five in paper; with the balance of the capital invested in stock loans and regular business exchange. As an additional satisfaction to the public, the nature, amount, and character of the securities, are, at all times, subject to legislative inspection; while the direction is composed of intelligent gentlemen, representing the public and private interests; thus concentrating all the essential ingredients to unite and exhibit a state of responsibility' beyond all possible cavil or jealousy.

This is based on the true federal principle, that the best security of our republican institutions is in the virtue and intelligence of the people; while no policy can be more fatal to the harmony of our political movements than the adoption of measures catering to public prejudices. In our fiscal concerns, we seem now to be governed by a contrary doctrine. If any attempt were made to lift the veil which shrouds their mysteries, the war‑cry is, sacrifice the intruder; and yet, there is no subject so important to the general welfare as a correct understanding of the condition of the currency. With the nature of our government and the mode of legislation, we are all familiar; but of the operations of the money power we are essentially ignorant; or, perhaps, it might be snore correctly stated that our information is superficial, extending only to the conclusion that there is a labyrinth too intricate for the wisest to penetrate with success. The subject of currency has either become too refined, or too much of a hum​bug, to admit of elucidation.

The legitimate patronage of a republican government is to diffuse knowledge as widely as possible, and then, with well‑established revenue laws, the commercial world want no other protection. Has our legislation been governed by these wine principles in reference to our currency? Is not the whole subject a perfect chaos; and can any person, not excepting the official dignitaries of the banks, give any estimate, from day to day, of its probable variations?  Situated as we now are, apprehension and alarm are constantly agitating the money market; the slightest demand for specie immediately creates dismay and embarrassment. There are too many contriving heads employed in regulating the exchanges, and very few who look beyond the walls of their own institutions for motives of action.

I submit to the most intelligent of our merchants, the inquiry, whether any of them are governed, in their operations, with any dependence on the consistency of the conduct of the banks. The fluctuations in the circulation are not periodical; they are at constant variance with the natural movements of commerce, they tend to bias, rather than to aid, its developments, and vary without any apparent cause. The conclusion seems irresistible, from such an uncertain state, that we must either resort to an exclusive metallic currency, or adopt some substitute better adapted to the exigencies of the times, leaving mercantile credit to regulate itself.

If such a bank of issues as has been proposed were established, would it not affords substitute leas liable to causeless changes than that currency which is dependent upon innumerable caprices? There would then no deleterious influences in the money market, no inconsistent contraction when trade and commerce require an expanded currency. The trade of the interior with the commercial depots would be carried on by bills of exchange, instead of country bank notes. The corporate bank associations would assume their legitimate character of private bankers, and, confined to the negotiation of real exchange, would, in co‑operation with the state bank of issues, soon restore credit to its legitimate limits. That such a change is necessary, no man, conversant with the fictitious construction of our credit fabric, can doubt; for to him it ass be apparent that a very large portion of our indebtedness arises from the creation moat of our corporate capital, to establish a vicious circulation on the credulity of the public; while the real, substantial, bona fide wealth of the country stands appalled at the inflated credit, and becomes useless to the public. [224]

A farther recommendation to legislative action in favor of a responsible bank of issues, would be the inevitable tendency to defeat any successful attempts at forgery. In a currency familiar to the public, it would be much more difficult to circulate a spurious emission, than when the issues are of innumerable and unknown institutions. A degree of skill in the community to detect impositions would almost intuitively assume the place of ignorance. The genuine characteristics of bills and notes would be so well known, from constant observation, that every individual, and especially those most subject to deception, would be protected.

The records of our courts of justice would essentially cease to be blackened with the crime of forgery, and its attendant consequences of deeper villainy. While I appeal to the intelligence of our enlightened judiciary to sustain this position, could it not be wished that the force of their experience might be enlisted in attracting public attention to this important subject.

It is impossible to estimate the cost to the industry of the community, occasioned by the facilities afforded by the present extensive system of forgery. There is scarcely a day passes without some new caution or notice to the public; and permit me to ask, on whom does the loss most seriously fall? If, for no other cause, this calamity is almost sufficient to create an insuperable prejudice to a paper currency; and does it not therefore become the duty of those who believe in the system, to endeavor to introduce some more simple medium, less liable to be counterfeited?

With reference to the administration of the state bank: --

In our experienced community it would seem superfluous to explain the important advantages incident to a direction composed of the delegates of the political interest, and those who represent the immediate intelligence, wants, and necessities of the people, abstractly. The influence of the first protects the public object in creating the bank; wile that of the latter gives an influence and judicious vitality, essential to the prosperity of a commercial community. As merely a public institution, acting under the sole administration of public officers, it would be deficient in intelligence, vigor, and promptitude; thus operating without the stimulus of direct profitable remuneration; the direction would be remiss, arrogant, and soon become wedded to crude notions of financial policy.

As the government agent, to collect, keep, and transmit the public revenue, can there be any question that such a bank would be most fitted for the employment? It would not only be a responsible depository, but fully competent to perform the duty assigned it; and might eventually supersede the necessity, expense, and inexperience of a canal fund commission.

In reference to the limitation of the business of the state bank to special objects:--


Independent of the motive for guarding the bank of issues from participating in the business of discounting promissory notes, as tending to embarrass [sic] its supervisory con​trol over the currency, is the fiscal propriety of preserving the legitimate business of private bankers in their fullest usefulness, that they may the more effectually contribute to the accommodation of trade and commerce. It is the avowed experience of the bank, of England, and pre‑eminently known to the intelligent merchants of this country, that the commercial world is much more liberally and efficiently aided and assisted by pri​vate bankers of real capital, than public institutions of any description can possibly afford. The same object has also governed my views in wishing to exclude private deposites from the bank of issues, as tending more effectually to keep the money of the country in constant active circulation. The deposites now lying idle and useless in our corporate banks are enormous, and will continue to be so while the banks are engaged in tampering with the currency, to the great injury of the public, and do not allow interest on balances. Is it not also true, that when our banks shall be confined to discounts and deposits, much of the expense attendant on their present operations would be reduced, and ultimately cheapen the price of loans?

The competency of the bank of issues to supply an adequate amount of currency with security:

Among those conversant with the essential ingredients of a paper medium, it is an admitted truth, that a single bank, with respectable capital, can expand the circulation with a less metallic basis than when the employment devolves on several; consequently, with this admission, there can be no doubt, that an institution can be so organized as to respond to the necessities of any reasonable contingency.

In the existing system there is no prospective knowledge; the responsibility of guard​ing against difficulty is the peculiar duty of none, and even when suspected to be on the ap​proach, it is esteemed invidious to anticipate the necessity of making preparation to meet the event. To this want of a premonitory understanding, tire consequence inva​riably has been, and ever will be, that the banks, anxious for their own security, essen​tially [225] contribute when they legitimately to afford relief. There is this peculiar and paramount advantage possessed by a bank, essentially established as a bank of issues, that, being restricted from engaging in any commercial entanglements beyond its necessities, in regulating the state currency by the negotiation of exchange it must always be prepared to meet the exigencies of the money market, and will not be compelled to contract its circulation in periods of commercial distress. A bank thus organized, cannot be hastily required to withdraw its accommodation from the public; and even when the necessity for a contraction does occur, its policy, as well as its duty, will be to commence the curtailment by recalling its stock loans, or, disposing of its stock investments but should a still farther retrenchment be deemed imperative, the ultimate, recourse is, gradually to influence the negotiations of private bankers, braising to tem the rate of interest for the use of its currency.

A farther, and not an unimportant consideration, as a guarantee for the security of such a public bank, will be the general interest that must naturally exist in every Well regulated community, to protect the solidity of an institution so absolutely essential to the prosperity and welfare of the whole.

When private banking associations tire relieved of the burthen which, by no means, ought to be imposed on and assumed by them, their prosperity or misfortune has no general or immediate bearing on the public; but, like other commercial establishments, their influences me confined to their respective limited spheres. It is at this independency, I anticipate, as a maxim of fiscal excellence in our momentary affairs, that we must, sooner or later, arrive; but whether this is to be the result of convulsion, or sound legislative counsel, may be well worthy the considerate attention of those with whom our dearest rights and interests have been intrusted. The experiment we have now on hand, I respectfully predict, will speedily prove an entire failure; and consequent the earlier this subject is dispassionately examined, the more easily can the necessary remedy be applied. 

In reference to the propriety of giving a full exposure of the affairs of the bank: ‑-

On this subject there has been much discussion. It has been questioned whether frequent publicity of the condition of banks might not have a tendency to weaken their stability, by subjecting them to suspicion from erroneous estimates, and thus exposing them to invidious attacks; but if this be true, as referring to the compound character and condition of banks, being purveyors of the currency on which their discounts are predicated, it cannot apply to an institution established solely to give a currency on an intelligent and responsible foundation.

Of such a bank of issues, the better its principles and means are known, the more sure and perfect will be the public confidence in its stability, and consequently, proportionately greater permanency will be given to the national prosperity.

In this country we only want information; and that system which proposes the easiest way of acquiring it, will be sure to command the greatest respect. Can any man estimate what is the present amount of paper circulation in this state, or either of the other. The commissioners’ reports afford but a very slender data on which to predicate a satisfactory calculation, and the occasional treasury reports are even less conclusive. When these official examinations are about to take place, temporary preparations are always made for the scrutiny; and as soon as it is over, the original condition is immediately resumed. Was not this position folly exemplified by the bunk commissioners' report previous to the suspension of specie payments in 1837, when every thing was triumphantly proclaimed to be in a state of perfect soundness? If you take from the private banks the power to issue paper as money, you will require no inquisitorial commissioners, interfering with private negotiations.

That the issue of paper is not essential to the prosperity of our private banks, we wave the experience of those in the city of New‑York, whose circulation scarcely exceeds their specie; and yet they make from four to six per cent semi‑annual dividends, and our trust companies even greater. I do not, however, pretend to say drat such dividends could be realized, if the currency were established on a sound basis; I am rather inclined to the opinion that the fluctuations afford the occasion, and improve the opportunity, for profitable speculation. There seems to be some secret alchemy in the present contrivance to render bank operations so peculiarly productive; buying and selling stocks, perhaps -‑ in other terms stock gambling.

The next subject for explanation is the limitation of the dividends on the capital of the private stockholders in the bank of issues.

It is very evident, that an association possessing the exclusive right to furnish a circulating medium, must be n monopoly; rind being created by an act of legislation, common justice would require that any surplus beyond n fair compensation for the use of private capital, should ensure to the benefit of the public revenue. Whoever becomes a [226] stockholder, by subscription or purchase, does it voluntarily, and has no cause for complaint; but independent of this consideration, the limitation is intended to operate as a check to speculative movements by the direction of the bank, inasmuch as it destroys an sinister inducement for misconduct is in this limitation, as in the direct representation of the government, that the public converts this body into an agency, to administer with the greatest fidelity and wisdom the most delicate and imposing attribute of sovereignty‑the money‑making power. In peace and in war, in commercial prosperity or distress, the currency of such n bank would remain the same. As such a power could be most potent in advancing the general interests, it would, if abused, prove most despotic. It would therefore be unsafe and impolitic to be entrusted entirely in the keeping of government managers, and can only be judiciously deposited where the jealousy and keen sighted ness of prorate interests will have a proper influence. The public will have in the capital invested a guaranty for the faithful discharge of the trust, while the private stockholders will have a perfect security through the preponderating control of their immediate representatives.

The propriety of locating the bank of issues in the city of New‑York can admit of no reasonable opposition.

In the commercial emporium of the state, the wants of the money market will be best understood. There the exchanges, domestic and foreign, are concentrated; and to and from which almost every financial negotiation ultimately tends. As these are paramount influences, they cannot fait to be conclusive to every intelligent mind.

It now remains to be shown in what manner the notes of the bank of issues are to be substituted for the present anomalous currency.

The modus operandi by which this bank of issues is to go into operation, will, I imagine, be much less difficult than is experienced by ordinary associations. The subscription to the capital stock being complete, and payments having been made in specie or the paper in circulation, the state bank would stand to a corresponding situation with all others. The bank would then organize its direction, and prepare its notes or bills for public use; the' next movement would be, either to require a gradual specie redemption of the private bank notes, or, as an accommodation to those institutions, it might issue to them its own notes, charging a moderate interest for the loan. In some instances the private banks would recall their circulation and pay specie, preferring to contract their business to the legitimate operations of real capital: but others, less independent, would adopt the alternative, and pay for the use of their own credit. In either case the facilities of the state bank would be increased.

The legislature of New York having reserved the right to repeal, alter, or modify all the safety fund bank chatters, it will be easy to cause their notes to be withdrawn; and, if it were constitutional to prohibit the circulation of notes of all banks under the denomination of five dollars, with equal propriety the restriction might be extended to those of a higher value. The powers of the legislature need not be confined to the provisions heretofore employed to compel the withdrawal of the notes under five dollars; there could be other enactments still more efficient; the courts of justice might be closed against those banks whose notes were voluntarily continued in circulation after a reasonable notice.

The state could refuse to receive payment of dues, or discharge the claims on the treasury, in any other currency than in specie, or the notes of the state bank; the discredit thus thrown on every other currency, and the direct credit given to the state bank, would produce a paramount preference for its issues. In farther aid of the circulation of the state bank paper, the branch agencies would be employed in the purchase of exchange, and, by agreement, paying for the same in its notes. An important auxiliary for the extension of its emissions would be found in making loans on, or investments in, productive stocks.

If it should be objected that the operation of the system now proposed would curtail the profits of chartered institutions, the appropriate reply is, that public policy requires a change. The duty of the legislature is to protect the community, even at the sacrifice of private interests. This is the constitutional foundation of our revenue and license enactment; but, in the present case, the representatives of the people only trans​fer an exclusive privilege temporarily conferred on favored individuals, to a public institution, intended to promote the general welfare. As our currency now stands, an enormous contribution is constantly levied on the many for the benefit of the few, while such facilities are given to successful forgery as to render the banks almost accessory to crime.

If corresponding banks should be established in the other states, they world afford a complete basis for the successful employment of a national bank, similarly restricted and organized. [227]

While there is no country on the face of the globe that presents such promising prospers as the United States, whether we refer to the character of the population, or the natural advantages of soil, location, and climate; yet, notwithstanding these claims to superiority, our onward course is cramped and embarrassed through the influence of an improvident, unconstitutional, and imbecile currency.
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