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REPORT ON THE FINANCES,

No. 6.
Paper money circulaton and domestic exports.

TREASURY DEPARTMENT, November 29, 1865.

An unprecedented increase in the guantity of breadstuffs and provisions ex-
ported from the loyal States to fore i;:u_ sountries in the fiscal years 1861, '62,
’63 and '64, concurring with a vast increase in the amount of currency in circu-
lation, and a consequent enhancement of the premium upon foreign bills of ex-
change, as measured by the currency, has been taken to prove that the increase
of these exports is duve to the excess of paper money in use, or to the high cur-
rency price of foreign bills corresponding to its rate of depreciation in gold value.

The history of our domestic exports and bank issues during thirty-five years
preceding the outbreak of the rebellion affords no evidence that high prices at
home, or an over-abundance of paper money, whether redeemable or irredeemable,
ever had the effect of stimulating exportation. The official tables of domestie
exports show a geeming concurrence of the kind in the years 1554, ’55, "56 and
'57, but other causes are read ly found for the very considerable growth of our
foreign commerce in this period, showing that it had no dependence upon the
accompanying increase of paper money circulation.

For the purpose of presenting the ficts as they bear upon this question, our
(:X]u-:'t U‘.’Idv in llnmt"*l‘u' ]-I'n[llli'h‘ with the (‘ntvmpnr:lll('t)llr‘ movements in ]::luk
circulation are here given in groups of years, which mest clearly exhibit their
respee ive fluctuations. In this statement the exports of breadstuffs and pro-
visions, those of cotton wool, all other than these, and the totals, exclusive of
gpecie, are distinguished The bank ecireulation of each period is stated in its
average amouut per capita, for the purpose of showing its relative supply, as
well as th 8 method of measuring the business requirements of the time can do;
and the percentage of inerease and decrease serves for a readier apprehension of
the movements in the several divisions of commeree here adopted, and in the
paper money cirenlation of the same periods.

Statement showing the fluctuations of bank note circulation in the United' States,
the exports of domestic produce, exclusive of specie, and the rates per cent. of
wncrease and decrease in each, in periods, from the year 1525 ta 1860.

de-

Average domestic exports, per an (exclusive of specie,) in
millions of dollars,

GROUPS OF YEARS,

Total exports.
Inereasa or
crense,

Cotton,
Per cent,
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fi 57 ; 1 3 bank
Exports of breadstuffs and provisions in connerion with the supply of
CUFTERCY-

During the eicht years 1825-"32 the bank cireulation never »f"x('f‘i'l]l.‘{l sixty-
one millions, or an average per capita of the total population of \4 74, a}nfl tl_llc
average export of breadstuffs and provisions was .t.“'_l'l\'t‘ ;u]'.l mm--‘u-nz-;_r‘fm -
lions of dollars. In the next four years (1833-"36) 1.ht'. circulation rose to
£7 10, an increase of 49 per cent.; byt-these exports f‘l'll to t\\'\-lvu.:msl oue-
tenth millions, a decline of 63 per cent. In the years 15.’).:- ::‘? the cirenlation
varied from 89 46 to 87 20,-averaging $S 35, an increase of 76 per cent. ipon
the first-mentioned period; yet these exports fell to nine ﬂllll-:«l.\'-[l‘lllhﬁ .n'r.ll|u'»_|1:=.
a decrease of above 25 per cent. The average exports of the next tullm\‘m‘g‘
geven vears (1839-'45) were sixteen and two-tenths millions, an inerease of 68
per cent. over the immediately preceding. period; but the eirculation averaged

v 25 16 per capita, a decrease of 38 per cent. i
b l}n ;i:l'l\)'l'{lrh‘ l‘ils'.—' {7 our exports c‘Ii’ breadstuffs and provisions, nu_dvr F]l(?,
ereat demand oceasioned by the searcity in Europe, which (.‘utmuvu('»-tl in 1846
and amounted to a famine in Ireland in 1847, rose to forty-eight and fvo-tenths
millions, or quite 200 per cent. above thoze of the next previous pi'l'l-‘li'l‘.‘adt..mll:.__'h
the circulation declined 1 per cent.; and the next six 5 \‘1?1“}* 53) :-l_ln\'. a
decline of 37 per cent. in these exports, with an inc rof 5 per cent. In the
circulation.

The four fiscal years 1854-"57 present the first and last concurrence of an
excessive eurreney and enhanced exports of food in any period previous to the
rebellion, the former rising nearly 37 per cent. and the latter 111 per cent. upon
the average of the preceding six years. Dut it must be recollected here that
the Crimean war actually commenced in March, 1854, with preparation n.mi]c
in the preceding winter, ‘and ended in April, 1856. l"]tu_t]E'l'. England, ."~u|"nlm::h
Turkey, and Russia were all involved in it, which sufficiently accounts ior the
very considerable enhancement of all branches of our foreign commerce, except
in cotton, the regular increase in which was naturally checked during the |u'r|_:n1.
In 1857 these exports fell off about three millions, hut_\-'n-:w still at 1\\'1-1_“.\'-“‘-'_(_'.
millions, or 50 per cent. above those of the next 1'n51n\\'m_:_- year, and during this
vear our chief customer had a war in Persia, another in China, and the great
mutiny in India upon her hands. All this very well accounts for an jnru-;xsc
of thirty-four millions a year in our provision exports over the undisturbed
lsi'M'iuu:‘ period from 1848 to 1853. In September, .l‘mT‘. a ;_'\‘Ill‘l'.'l‘l bank sus-
pension showed that the circulation had been l:‘:u'm; four years in excess of
legitimate business requirements, standing in the first three at full 4}“ per cent.
above the safe average per capita, and rising 43 per.cent. llv.n'l}' in the year
of the explosion. : fid

In the three years 1858-'60 the prices of American breadstuffs and provisions
fell in the English market 33 per cent. below those of 1854-'57, and our exports
declined 43§ per cent., although the currency was atill at least 1.7 per cent. per
capita above the =afe supply, and tending again, as shown by its still further
increase of about 3 per cent. more on the 1st of January, 1861, to an early re-
vulsion, if the rebellion hadgnot brought with it a release of the banks from the
oblization to redeem their notes in any better currency.

1t will be noticed that from 1839 to 1853, inclusive, the average circulation
did not vary more than 26 cents per capita, standing very uniformly through
these fifteen yvears at about 85 20. Now, in this period our domestic exports,
exclusive of Specie and cotton, rose from forty and four-tenths ta eighty and
four-tenths millions, or 100 per cent., while in the seven years, 1854 to 1860,
when the circulation ranged near two hundred millions, and full 30 per cent.
per capita above the average of the fifteen preceding years, the same kinds of
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exports rose only from one hundred and twenty-one and a half to one hundred
and twenty-four and a half millions, or 2 per cent. Moreover,; the exports of
food included in these amounts fell from near sixty-six millions in 1854 the first
year of the Crimean war, to forty-five and a (|u:1n'-.-r millions in 1860. It is true
that cotton rose in-the sae time from ninety-three and a half to one hundred
and sixty-two millions, swelling the total exports materially ; but it will not be
claimed that the state of the currency is to be credited with thiz result. A
common cause could not have operated so unequally upon these different
branches of our commerce, and the inquiry may be settled, after a fair exami-
nation of all the facts, in the clear conclusion that in all the fluctuations of our
foreign commerce and bank ecirculation, occurring ifl thirty-five years before the
rebellion, no fact sustains the notion that an excessive or ll-‘lli'[“i'l:lﬂ‘ll CUrrency
favors exportation. The real causes of extraordinary increase in the f-xpnrfs
we have found in an increased demand in the foreign markets, occasioned either
by failures of their own crops or the inereased demand of their wars, helped
sometimes by the decline of prices arising from our own superabundance of' agri-
cultural products.

During the period of the rebellion our exports have been reported in irre-
deemable-currency prices. Any caleulation made upon the fizures in which the
values are expressed, and any efforts made to ascertain the concurrent quantities
of paper money in active circulation at the several staces of change in the pro-
duce movements, would be at once very difficult and nnreliable; still, we have
command of such data as may throw some light upon the question with which
we are here concerned.

In the fiscal years 1862, '63, and 64 the exports of cotton have no proper
bearing upon this inquiry. The leading manufactures, which, from their variety
of kinds, have no common measure but their ageresate value, stood very evenly
at thirty-five millions in each of the three ve ‘ : z

years, the currency prices of 1563
and 1864 being reduced to the gold standard. |

n the years 1858, '59, '60, and
was no increase in the quantity:
J per cent.

In the three years 1858, *59, and 60 all exports, other than specie, cotton,
and breadstuffs and provisions, ranged from sixty-nine to seventy-nine millions
in the year, averaging seventy-five and eight-tenths millions. In 1862, '63, and
'64 they varied from sixty-one to seventy-two millions, giving an average of
gixty-fiveand a half millions a year, the currency prices of 1863 and 1864 being,
as before, reduced to the gold standard. Here again there is no increase of
quantity, measured by values, but a decrease of over 138 per cent. These points
gettled, our question is cleared of its disturbing elements. The inquiry i3 now
limited to the exports of breadstuffs and provisions, and the hll]l‘flw*l'ii.i‘i.i."('{ of
an enormously inflated currency upon them. We will take of these wheat and
wheat flour, and hams and bacon, as.the chief and the fair representatives of the
whole.

'61 I]ll‘_\' .'t\‘rl.‘..',:m! forty-one millions—so there
of these exports, but a falling off of about 1

In the fiseal years 1854, ’55, '56, and 57 the exports of wheat, in grain and
flour, amounted to ninety-four millions of bushels, and of hams and bacon to one
hundred and sixty-nine and three-quarters millions of pounds. In 1838, '39,
and *60 the wheat export was fifty-cight and three-quarters millions bushels ;
the hams and bacon fifty-eight and thrée-quarters #hillions of pounds. In the
four fiscal years 1861, '62, , and '64 our total exports of wheat and wheat
flour, reduced to wheat, rose to 214,135710 bushels—an inerease of 128 per
cent., or two and a quarter times the quantity exported in the European war
period, 1854, *55, '56, and "57; and of hams and bacon, 520,607,108 pounds—
an increase upon the same period of 2063 per cent., or more than three times the
quantity. If,the first three of these years be compared with 1858, 59, and "60—
three years of ordinary causes of demand in Europe—the wheat export rises
to two and three-quarter times, and the hams and bacon to nearly eight times.
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Once before, in the Irish famine year, we increased our tutall ctlpr;trtls nf};:(liﬂ;
siuffs and provisions in a single year 148 per co_nt.,gz tw 0. 'u&r d{)]l.ll} lh;:{t]‘ h;n rm.ﬁ
value in the next preceding year. And again, 111‘1‘_-J4'..'f'-f Ul.lr :h s a4
vear, and sustained them at this proportion for jour years {Or..l »11’. 111 [i b
demand created by European wars on the continent d d in S e:il.hl mt _.1 »
stances only serve to show our ability to answer any dvll)i};u _1 {-u the ?n_.:tl o
the world is occasionally compelled to ln:ll{'u upon us. 1 1:-._\ (_l:b-.llilT‘-l} air
I an food in the years under cousideration.

Without looking to other causes, the prices at \\'lli('];l !%n-.ﬂ“ ‘(‘iltl{ltllij(lli‘lt‘s \\I'Ierle
gold in the foreign markets show reasons for a l;u';;v._wt' ]I]'C'“-'WL i(lt:rlll}l.]ijut]
there. Great Britain and Tteland in the five years 1860-'64 too :l'._, ]1-111.&:1 >
of our total exports of wheat and i‘muAr, and S4 per cent. u|l the Ilfll-mld-fl-(.r n.:f:r}l::_
The prices at which these were sold in the United Kingdom may t {u: ;‘:a.,..lre
taken to indicate the gold value of the whole export of the period to foreign

countries. 4 4 v
In the following table we give the imports of wheat, and \\‘Iuni f'lﬁ'tn in its
; the computed real value, and the prices of hams and

the immense consumption of Americ

equivalent in wheat, with

bacon imi..,rtu] from the United States, as they are found in the publications

of the British Parliament :

"RICE PER CWT.
Calendar years b AT
Bacon.

Previous to the year 1860, whenever wheat fell to forty-one or forty-two ghil-

§ per quarter in England, our exports to T_h-- United K lom were merely
nominal. In 1859, the | » being =0 low as fn}'I_\'—tln'w-.ﬁl::l!m:.\ and tenpence,
our exports fell off to 861,000 bushels. lnﬁ ]\l )8 the price was f"‘:T‘_\'-l'l:_'.llil rlnlj
lings, and our exports were nine and a h 1!! 1'{1(”“!1.!‘ of i-l_l»lu ls. [_l:‘:- price has
r:u;;:-d from forty-one to seventy-one ghillings in an interval of i"‘“.r :I’r':lr.:l.
Among all the leading commodities of commerce, sv;_n-w-l_\' one can be found .‘r‘)
variant in price as wheat and \\'h»-.n‘ t.l_uur. and very val\\'l]ws.- prices so_;:u‘-:ul}
affect the consumption it Europe. [here are twenty millions of p ~n_1|1<- in Great
Britain and Ireland whose necessary expenditures are 80 near their income, that
they must economize closely when prices 1‘1111- but little _]n;:m:r than Ilh_‘ I\l“'«':it
rates. These people can casily increase their consumption of wheat thirty mil-
lions of bushels per annum, when its cost n‘.v'-‘:hnl‘s as .1_um~!1 as the :ilm'\'-vl:*l-’ﬂ(.“
ment shows, in the 1\.-1-{:..1 of the p:‘---l'-"nn-'-_ 11‘!1‘1‘1:.1-'-1} f'n[_ our l'.\'IHFl'f.‘.‘.q\'-'ll.'.i'ui :u[:-
Pl ed two-thirds of the excess of consumption of the four years 1561, '( 63,
dnf;‘htliw:im« of nineteen years of peace, f".'e'_'m 1829 to l“.-‘.lT. give ﬁ_';h-.l_‘;;,,\-chn
shillings and tenpence as their average. We may therefore take 57.8 as it

.
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stood in 1860 for the medium or fair and moderate rate;, and from it estimate the
constant and rapid deercase of price which we assume as the true eause of the
inordinately large consumption in the four following years. Thus measured, the
decrease of price is 4} per cent. in 1860, 12§ in 1862, 24 in 1863, and nearly
34 in 1864 ; four years in wh ch the aggregate American exports of whent and
wheat flour went to the prodigious figure of one hundred aud eighteen and a
Lalf millions of bushels, or twenty-nine and a half mill'ons per annum. The
thing to be explained, however, is, how our farmers could afford to sell such
enormous quantities of their produce at prices so much lower than they ever
before touched in the foreign market, without either greatly diminishing or en-
tirely stopping exportation.

The solution is found in the fact that while they sold at a very low price
in gold, they were paid in an unusually high price in the currency in use at
home, which, being a legal tender, was worth its face value, without any dis-
count or depreeiation, in the payment of debts contracted before this period at
the gold standard of prices. A vast amount of such debt is known to have
been discharged in this way. In 1864, when the foreign price of wheat went
down to about four shillings and ninepence per bushel, covering freight, in-
surance, commissiong, and all intermediate charges and profits, which still fur-
ther reduced the gold price to the producers, they could still aff.rd to send to
England twenty million bushels, the premium upon gold, due to the depre-
ciation of our currency, ranging from 51 to 185 per cent., and all that premium
going dollar for dollar, to the extent so applied, in the discharge of old debts.
Roughly averaged, the varying premiums of -the year were equal to 104 per
cent., which quite doubled the farmer’s share of the four and ninepence per
bushel paid for his wheat in England, when converted into currency at home,

But the agriculturists, owning the farms which they caltivated, and the stock
and machinery which they used, had another advantage in the premium, whether
they had debts to pay or not. They held their lands, buildings, stock, and im-
plements of Lusbandry at the gold price of the previous period, and had no ex-
penses of huebandry to meet-in the high currency prices of the time, except
wages, improvements, repairs, and taxes. These are but a small portion of
their investment, and upon all the rest of it its proportion of the premium was
clear gain, but in currency, whose purchasing power was measured by the
ruling prices, unless invested in government bonds bearing gold interest.
Farmers breeding their own stock had a similar profit on the premium to those
who owned the lands which they cultivated. The same reasoning applies also
to miners, in the proportion that their mines and machinery bear to their total
outlay. But to manufacturers the profit of the premium upon foreign sales
would only accrue in the proportion of their real estate and machinery bought
at the gold prices of the preceding period ; all ofher elements of production to
them cost currency prices; and these are so considerable that their exports
would bear but little reduction in gold prices—certainly not enough to make or
command a foreign market, as we have already seen in the fact that the exports
of the leading manufactures of the country actually fell off, while the products
of agriculture so greatly increased.

It is held by the authorities on this subject that enhancement of the nominal
exchange, or that portion of the expressed rate which is due to depreciation of
the carrency, can have no effect upon foreign trade, for the reason that where
such depreciation exists, the premium which the exporter of commodities derives
from the sale of a bill of exchange on a foreign ‘customer is ouly equivalent to
the increase of the price to the exporter occasioned by such depreciation. This
is true, doulitless, where all the elements and the whole cost of production are
equally” enhanced and in equal proportion to the depreciation of the currency;
bat the facts of our recent history require a modification of this general propo-
sition.
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There is a limit, also, to the operation of the causes which we find stimu-
lating exportation of our breadstuffs and provisions. When the foreign gold
price falls below a given mark, the premium must hold a relatively high rate, or
the trade is checked. In the first eight months of the current f::llt"lli']ﬁl" year
(1865) the imports of wheat, in grain and flour, from the Llnirt‘-l States into
England, fell to a trifle more than one-eighth of the quantity imported in 1864,
and to one-sixteenth of the year 1862. "The British prices had gone down in
these eight mouths to thirty-seven ghillings and three pence per quarter, and the
average premium on gold had fallen from 104 to 65 per cent.

The foreign market gorged, and the currency at home recovering itself, tend
together to level exchauge to its real rate, and as soon as the rate of premium
fails to carry the foreign prices up to the actual cost of production exportation
must gtop.

Respectfully submitted :
WILLIAM ELDER.

Hon. Huen McCuLLoCH,

Secretary of the Treasury.

REPORT OF COMPTROLLER OF THE CURRENCY.

Since the last annual report from this office two hundred and eighty-three
new banks have been organized, and seven hundred and thirty-one State banks
converted into national associations, making the total nymber organized to

November first sixteen hundred and one ; of which six hundred and seventy-nine .

were new banks, and nine hundred and twenty-two were conversions from
State banks.

A statement of the respective States and Territories in which each bank is
located, the paid-in capital, the currency delivered to each, and the bonds
deposited with the Treasurer to secure their notes is herewith submitted ; also
a detailed statement of the affairs of each bank on the first Monday of October
last, with an abstract of their condition on that day, an abstract of the condi-
tion of all the banks on the first days of January, April, and July, 1865; to-
gether with the names and compensation of the clerks and other employés, and
the total expenses of the bureau, for the fiscal year ending June 30, 1865.

One bank has voluntarily gone into liquidation, and has been closed under
the provisions of the law, viz:

First National Bank, Columbia, Mo. :

QCirculation outstanding ...... g
QCirculation redecmed 8,010

Lawful money has been deposited with the Treasurer for the redemption of
the outstanding notes of the above-named bank, and the bonds withdrawn.
bt -

The First National Bank of Attica, N. Y., has failed, and a receiver has
been appointed to close up its affairs.. Its outstanding circulation, none of
which has been presented for redeemption, is $44,000, secured by $31,500 of
gix per cent. and 818,500 of five per cent. bonds.

By section 44 of the national currency act any bank incorporated by
gpecial law, or banking institution organized under a general law of any State,
is permitted, on the performance of certain specified requircments, to be con-
verted into a national association, with the same powers and privileges, and
subject to the same duties, responsibilities, and rules as are prescribed for the
associatious originally organized under that law. :

By the seventh section of the act amending the “ Act to provide internal
revenue to support the government,” approved March 3, 1865, the privilege
of conversion on the part of State banks was extended, so as to give a prefer-
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ence to those which should apply prior to the first day of July, 1865, over new
associations applying for the privileges of the national currency aet.

The result has been that nearly all of the State banks have voluntarily
changed into pational associations, and it is a gratifying fact that this trans-
formation has been accomplished without deranging the business of these insti-
tutions, or affecting essentially the volume of bank note circulation. Since the
amendment of the act, no national currency has been delivered to a converted
Siate bank, until the circulation issued by it under State laws, had been reduced
below the amount to which its capital as a national bank would have entitled it
under the law ; and as many of the converted banks had a greater amount of
State notes in circulation than they were entitled to under the national aet, the
result has been to diminish rather than increase the volume of bank note circu-
lation.

his restrictive course in reference to State bank circulation, has been the
cause of great complaint on the part of many of the banks, more so, pvr]l:l‘,s.-s,
for the reason that in several States the enabling acts giving conzent to the con-
version of the State banks to national associations, contain provisions nominally
giving the right to converted banks to continue the jssue of their State circula-
tion for a limited time, after the conversion is completed.

It is, hosvever, very clear that it is not the spirit or intent of the law to allow
any national bank to have a greater cireulation than the amougt prescribed in
the act, and that after a bank becomes a national association it is, as provided
in the 44th section of the law, subject to and bound to observe all its provisions.
A converted State bank is unquestionably bound to redeem its State eircula-
tion and discharege all the obligations of the State institution, while any State
enactments granting privileges or imposing restrictions in conflict with or repug-
nant to the United States laws are necessarily void.

The national currency act permits the conversion of State into national insti-
titions without reference to State laws, and it must be conceded that the laws
of the United States are paramount to State enactnicents. The 23d section of
the act prohibits national banks from issuing or circulating as money any notes
other than such ag are authorized by the provisions of the national currency act.
If a national bank converted from a State institution pays out and circulates
the notes of the State bank which it is botind to redeem, it certainly issues
notes prohibited by the act. i

If the richts of converted banks to reissue the notes of the State bank, and
also to receive national notes to the amount that their capital entitled them to
were recognized they would have had a double cireulation, and the ageregate at
this time would probably have been two-fold the amounts of their present issues.
The amount of national bank notes in actual circulation on the

1st day of October last, was $171, 321 903
The amount of State bauk notes in circulation at the same date,

as appears by returns to the Commissioner of Internal Reve-

nue, was

Making the bank circulation on the 15t day of October last... 250,189, 478
The amount of légal-tender notes and fractional currency issued

and outstanding on the 1lst of October, 1865, was........ . 104, 584, 653
National bank notes in the hands of banks not yet issued. ... 19, 525, 152
Nlutimml currency yet to be issued to baunks 4 109,

Making the aggregate amount of legal-tender and bank notes in
circulation as authorizzd to be issued to and by the banks®.

* All'statements and comparisons in this report are made up to the 1st of Octobe
being the date of the last quarterly return from the banks.
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Brought forward
From which sum should be ded
bank circulation new outstanding that will be
retired abont as fast as pational currency is
issued to converted banks :
Also the amount of compound interest notes"”
converted into 520 bonds since the 1st of
October last b amide by dma L A0 32

123, 284, 904

The amount then left as the available currency of the country
AT S5 960, 167, 326

In order to ascertain the amount of actual
active circulation on the 1st day of October
last, there should be deduacted from the last
meéentioned sym—

The amount of national currency delivered.to
banks, and not then'in circulation

National cireulation not delivered to banks . . .

Amount of |t'_',_':il-fw'|||1|‘l‘ notes held by b wks, in-
cluding 874,261,847 compound inte.est notes,

Compound interest notes, other than those held
by banks, mostly held as investments by insu-
rance and trust companies and savings |

less say $10,000 000 in actual circu s
Curreney in the tre asury of thie United States,

ka
b INKSs,

an.il -

Which will show the actual cirenlation to be 460, 844, 229

e

:

This favorable exhibit of the amount of paper in actual cirenlation, is owing
in a great degree to the accumulation of currency in the hands of the bauks, in
the absence of the great demands of the government for curreney since the close
of the war. :

AS an erroneous impression may prevail as to the ageregate amount of law-
ful money that banks are required to hold, it is thought proper to state that as
the liabilities stood on the first day of October the r¢ quired sum was $74,261,547
over the amount that banks were permitted to have to their eredit, and count
as part of the same, in banks acting as redeeming agents. "T'he banks held at
that time $14,966,143 in coin, which, deducted from $74,261,847, leaves
$£59,295,704, the sum that they should have held in legal-tender notes to fullil
the requirements of the law,

It will be seen, therefore, that the sum held. i
the required reserve, was $170,045,596. :

[t cannot be necessary to dilate upon the inevitabl
result from this excessi ;

n lawful money, in excess of

e consequences which must
» amount of irredeemable currency, if left uncontrolled
by the action of government in respect to the reduction of its own issues, and
in enforeing a system of redemption which shall eurtail by its operationa the
power and tendency to expansion. So fur as bank issues are concerned it is
wlieved that the most efficient cheek wounld be
tion in the great financial and commereial ¢
Boston, or Philadelphia. - Under

found in its compulsory n»l!a-:np-

res of the country—New York,

such a system properly eunforced, many insti-
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tutions established chiefly for the advantage arising from the issue of their own
promises, without the expectation of being called upon to redeem them, would
find that they had exceeded the requirements of legitimate business, and obtain
relief in the abatement of their issues. The circulation thus withdrawn from
sections where it is not required, could b¢ dispensed to other portions of the
country as yet but partially supplied with banking institutions.

In this manner, also, would a remedy be furnished for the unequal distribu-
tion which has resulted from the act of the 3d of March last, giving the prefer-
ence to the conversion of State banks over applications for new national asso-
ciations, without reference to the amount of currency which by such conver-
gion has been concentrated in localities where the former institutions were the
most numerous.

I he national banks already organized embody a capital sufficient to entitle
them to receive $309,672,992 of circulation on the deposit of the requisite secu-
rities in government bonds. It is notanticipated, however, that more than three
hundred ‘millions will be called for by banks now organized, as many of them,
located in large cities of the northern States, will not ask for the amount of
circulation to which their capital entitles them. DBonds have been deposited to
entitle the banks now organized to $244,754,125 of circulation only. Iuno event
will the limit of the act be exceeded.

Whatever may Lave been the.intention of the framers of the federal consti-
tution in respect to the measure of value to be used in the transaction of busi-
vess during a time of peace, and in the ordinary flow of events, there is ample

justification for a departure from a metallic currency and a bauk eirculation

redeemable in specie on demand, in the necessities of the country as superin-
duced by the unparallelled eivil war throngh which the nation has been called
to pass. Now, however, that the emergency which called for this departure
from first principles has happily been surmounted, it would seem to be the dic-'
tate of sound policy to return as speedily as the financial cond.tion of the gov-
ernment and the businets interests of the country will allow to a more normal
condition of the currency, so that the pecuniary relations subsisting between
ourselves and othexnations may be placed upon a more harmonious basis of value,

The evils resulting from an irredeemable carrency are too well known to re-
quire enumeration. They should be tolerated no longer than absolute neeessity
requires.  The funding, ‘and the ¢onsequent retirement of a portion of the inac-
tive circulation shown to be now held in reserve, and liable to be called out as
increasced speculations and additional enhancement of prices may demand, and
the consequent reduction of the same to the amount required by the actual
necessities of business would seem to constitute one of the first steps towards
that sound condition of finance under which alone a permanent prosperity can
be sccured.. By such a course only can we place the manufacturing and pro-
ducing interests of the country in a position to compete successfully with other
nations, i»:'x'\‘t'lil an excess of iln]ml'h‘ Over exporis, :lll(! Tllll.-‘ Ill‘(-\'l'llt a lll‘:iin
upon our resources, which must otherwise postpone to an indefinite period the
resumption of specie payments.

Un ier the present inflation of prices the cost of labor and of all the elements
('ii:l_'l;llé_" into the [ll'n(lllt'liuil of ril.'l[ii(' commod,ties, whether in :ggricultm'p_ me-
chauies, or manufactures, is such as to invite the direet competition of all other
countries in our own markets. It is this which makes our market the best to
sell in and the worst to buy in on the part of fareigners, and which, in the con-
sequent absence of an adequate export demand, must eventuate in the denuding
us of the precious metals and the creation of a debt abroad that will be a greater
drain upon our resources than our present national debt.

By a gold valuation of our imports-and exports, the balance that has acerued
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against this country during the four years previous to the 30th day of June
last, including the interest on American securities beld abroad purchased withia
that time, and also taking into due consideration the difference between the
standard of our own and that of foreign gold, (nine and three-eighths per cent.,)
has been $308,000,000 of dollars.

By reason of the probable falling off in the export of coin, and the increased
amount of interest to be paid abroad, it is estimated that the accruing balance
during the present fiscal year will amount to $120,000,000, making a total for
five years of 8428,000,000. g

Our only resource to pay this gold balance against us has been and still is
the sale of our securities abroad. The amount required, if sold at an average
discount of forty per cent., will be $713,000,000, and the annual interest at six
per cent. will be $42,780,000. The discount of forty per cent. will amount to
$285,200,000; every dollar of which will be an entire loss to the country.

The almost exclusive use and demand for gold now is for the pafment of
custom dutics to be paid out again for the interest on the public debt; this is
followed by the sale of the surplus beyond the amount required to pay the in-
terest, which ‘surplus again accumulates to go repeatedly through the same
process. If one-half of the differences between our imports and exports were
paid in gold as they occur, the price of gold and foreign exchangelkould have
long since reached a rate sufficiently high to have materially checked our imports
and increased in a corresponding ratio our exports. The price of gold is now
governed by the demand for the purposes stated, and the foreign balances against
us are paid as before ehown, by the sale abroad of gdvernment and other securities

at a discount of about forty per cent.; thus instead of paying, creating an addi-

tional indebtedness to the extent of the difference between the amount received
for our securities and their par value, every fraction of which we shall ultimately
Jhave to pay in gold, in addition to the interest. It may be said that our exports

will be inereased by the addition of southern productions. This will undoubt-
edly be s0; but to no greater extent than our imports will increase. The south
will need more than all the goods her surplus erops will purchase, and if we
cannot compete in the open market with other nations, our relative position in
reference to imports and exports will not be improved.

In view of our position, prudential considerations would seem to point to
such an adjustment of the tariff, intermediate-to the resumption of specie pay-
ments, as to discourage inordinate importations; this can be done by increasing
the rate of duties jusi in proportion as the price of gold and foreign exchange
may recede, thus keeping up the cost of importations as high as they now are,
including the present rate of foreign exchange. This could be followed by a
graduated reduction of such increase, say ten per cent., at the expiration of each
six months, until brought down to the original rate. Imports would be held back
in viéw of such reduction, and there would be no overwhelming crash resulting
from a sudden fall of prices, but business would adjust itself to the present :m:i
prospective condition in which it would be placed under the legislation indicated.
In the mean time, by a steady reduction of the volume of irredeemable currency
and consequent reduction of prices, we ‘would be able once more to place our
manufactured and agricultural productions on a footing that would enable them
to enter into successiul competition with those of other nations in the markets of
the world.

As the first step to be taken towards a reduction of the government issues
used as currency. sound policy would indicate the conversion of all the interest-
bearing legal-tender notes into 5-20 six per cent. bonds. It is believed that the
slight contraction caused by such conversion would be scarcely ]'lil'Cl'EJIib‘lt‘,
more gspecially at this time, as it is not probable that more than five per cent.
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of the whole issue is now in active circulation. It would be simply exchang-
ing one security held as an investment for another.

The national banks alone, as shown by their reports, held on the first of Octo-
ber last $193,094,365 in legal-tender notes, or §22,772,462 more than the
whole amount of their national bank circulation at that time; they also held
in notes of other banks $16,247,241, and of their own notes not in circulation
£19,526,152, making a total of unemployed circulation in the hands of national
banks £228 966,758, which is several millions more than the entire paper cireu-
lation of the country on the first of Janaary, 1861, or at any previous period.

In view of the urgent demand that will undoubtedly be made for an inerease
of the national bank circulation, and as a gentle mode of further reducing the
volume of legal-tender notes, it is suggested that the national currency act
be so amended as to allow an increase of the limit ‘to four hundred millions of
dollars, on conditions only, that all the banks be required to redeem their notes
in New York, Boston, or Philadelphia; and also that an issue of six per cent.
5-20 honds be anthorized to the amount that it will require to secure the addi-
tional circulation under the provisions of the act, which bonds the banks, when
organized, shall purchase as eath may require of the Secretary of the Treasury
at such fair rate as he may from time to time prescribe, but not less than ‘their
par valuéind pay for the same in the United States legal tender notes, and
all notes so received shall be cancelled and destroyed. The bonds so issned
would not affect the price or demand for other bonds, as they would be held
as security for the cireulation, and only offered in market in the event of the
failure or closing of a bank.

With the requirement to redeem at the central and accessible points men-
tioned, there would be but little danger of ,bank issues exceeding the limits pre-
scribed by the demands of legitimate business.

Under the action indicated, it is believed that the balance of trade with other
nations would within a reasonable time be again turned in favor of this conntry;
whenever that point is reached, with the perfect confidence which would ensue
in the convertibili:y of legal-tender notes and the stability of sound bank eir-
culation, the retum to and maintenance of specie payments would be rendered
comparatively easy, and the demand for wold be confined to the healthful and
legitimate adjustment of balances with foreign countries.

Although of comparitively recent origin, and yet in the infancy of its develop-
ment, the national banking system has become thotoughly interwoven with all
the business and interestsof thecountry. Notonly the stockliolders in the national
banks, but every member of the community has an immediate interest in the
stability of a currency which forms the medium of exchange and value, not in
isolated secctions of the country between particular classes, but throughout the
length and breadth of the land, and by every citizen of the republic. Apd this
gystem, so ramified and so essential to the prosperity of all classes, is based upon
the national faith and credit as its chief corner-stone, and can only exist as that
credit is maintained intact.

Nobly have our citizens battled for the preservation of our institutions;
freely Lave they poured out their blood and treasures to gustain the govern-
ment in its contest with ruthless treason, and now that success has erowned
their exertions and sacrifices, the maintenance of the national honor, through
an unsullied public credit, becomes a no less imperative and solemn duty ; nor
can it be doubted that all just measures ‘calenlated to sustain the faith and in-
tegrity of the government will find a ready response from the patriotic masses.
+ The resources of the country are great beyond enumeration, the development
of wealth rapid beyond precedent, and it required only a judicious application
of means to the end proposed to enable the government not only to meet all its

-
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pecuniary obligations with entire I

i oremptitude, but without imposing exactions
that shall be unc

ly burdensome or give just cause of complaint to the people.
It is believed that from a few sources a revenue can be raised sufficient to
meet the interest on the public debt, pay the ordinary expenses of government,
and contribute thirty millions of dollars annually to a sinking fund that will
pay the national debt in thirty-two years and a half.

The tariff can be so adjusted as to produce one hundred and twenty millions of
dollars ; one hundred millions can be raised on whiskey, malt liquors, and do-
mestic wines ; fifteen millions on tobacco ; one hundred and twenty-five millions
on cotton: hfteen millions from stamps; from licenses twenty millions, and
from the premium on the surplus of gold, after paying interest on bonds, ten
millions, making, in the aggregate, four bundred and five millions of dol
sum probably one hundied milli
quired under an economical a
margin on the above estimate

lars, a
ons in excess of the amount that will be re-
pistration of the government, leaving a large
for reduction. The estimates, however, of the
revenue derivable from the several sources indicated are not th
conjecture, but cach is founded upon a careful inqui
ductions and reve

e result of loose
ry in refcrence to past pro-
nue under the existing law.
It*is estimated that the cotton crop the next year will amount to bﬁlwvt-u two
and a half and three milli ns of bales : a tax of ten cents per pound two and
a balf millions will produce one hundred and twtnty-five millions of dollars. It
i8 reasonsble to suppose that the annnal crop of cotton, after two or three
years, will equal in amount the average of the crop for a few Years previous to
1561, which was about four and a balf millions of

per g ound on tll.zt (

dollars,

bales. - A tax of eizht cents
juantity would produce one hundred and eighty millions of
a sum more than sufficient to pay the interest on the publie debt after
the entire amount is funded. The license and stamp duties could be dispensed
with after the next fiseal year, and it is to be hoped that after that period no
more income will be derived from premium on gold
Three-fourths of the crops of cotton and tobacco are exported ; that propor-
tion therefore of the tax on those articles would be P
and to that extent contribute to the |
our own people.

A tax on cotton of eight or ten cents per pound would neither diminish the
ul:-n!r-fir production or foreien demand for that staple. Our means of produe-
tion, natural and applied, dre such as. to enable us to turnish the article at a
]l.:*r price, including the tax proposed, than any other country. Even at half
the price which this product now commands in New York and Live

be grown and sold at a large profit, including the I

d by foreign countries,
iquidation of the public debt ‘and relief of

J'luml it can
roposed tax, in its cost. Nor
would the imposition of a tax on the staple production of the southern States
prove injurious to that section of the Union. It will of necessity be a lares
purchaser of northern manufactures. aund if by the propozed measure the Illll'?h
and south be relieved almost entire ly from other taxation for government pur-
poses, as they would be if cotton i3 taxed to the extent lu'nj[urwl, their pur-
chases would be made at a correspondingly less price, and both north and south
derive a benefit from the operation, .

By thus restricting the subject of revenue to a few. articles of general pro-
collection would be ;_'I'v.‘i[b‘ reduced by the lli;l_'].'lil
whole army of assessors, collectors, &c., to the manifes
public treasury ; nor would the least of the |
be found in the fact that such an ad

duction the cost of rge of a
{ll]\'r’“.’l“lgl' of the
benefits to result from this action
: adjustment of the system of taxation would
leave nn ground for public complaint, and consequently preclude dishonest and
dislpyal politicians from unitii g with the enemies of th

; ) u : of the Union in assailing Lhe
public credit and repudiating the national obligations.
.
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There is no question wltich more vitally concerns the national banking system
than the power of the States to'tax the government securities which form the
invested capital of the banks organized under that system. Not only hawve

on the & le ] * the national faith, held
their investments been made upon the s lemn pledge of the natio t

out to corporations and imli\'i:lu:ﬂ‘s. Ii.:.:u l?mr ::ll'(:l.is :‘-}‘mu‘]ﬁ. 11:.3.,].: ;1‘.;“ t_rutﬂ
taxation by or under b‘{;m; :L;nlu_:m_.v: lbl!unllla\v t\]:zu?tl flv.lr‘t ]1‘: g (o U
investme was denied to the national banks, as was by I ad -.‘
:"itllzili‘l.;lti[ll]]ll;llsl.t;tl condition to their vxi.-'h-m_-r that nm--llhzrxl n? fglul“'[.‘r.n_.i,".m]. :ll':;‘liz:;
all times be held in the form of mnatiorial securities }]'\_a"‘l;' ¥, 1:'..‘11'1:.: ,: £ i|_
United States ; and: in addition, (-\'1-1-.\'}1-:1_1;11' of their (‘:!1';1. :1.}1!1? .'m.\-.{'l- m;],' : ‘
gecured by a like deposit. HL-NE_-E-, \\A!nl-“ ]”!h\-hh];its"l.l!i:: etf 1111\= i.l-,\-,’.]-“um:‘t
their ph-:;rnrn- from placing ('-mtn‘.‘(‘m-v in the ;'uu..(l lf‘l..l 1 .n- [1!]{,2\:- el H.“:
these institntions were deprived of such i:?n':'r_\' of aetion ; :m: -'}; ".-w..nl'..-.,lh-'
riecht of individuals to immunity from taxation on j,t'-\"'!\‘[nm'!}h rT.l-'L: - !Tﬁ-“-[-.; o
conceded, the like privilege is songht to be withdrawn from the nat ional benks by
; i or S ici al expenses. The congtitutional egis,
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ic e Supreme Court of the United States hag hitherto ex 1 Ml
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to be wrested from its hands upon ti e theory ni‘ 1&::1\‘ 1:‘.'”.-.‘ i€ .11< v-!} : 1‘?_ l.“[\:.“tlmt
violation gffthe contract entered into ‘“-1:_1| the public l-r.m itors ”}“1': l.ii'llliltll .]t .ii
enactments of law, und the fost lpm!m;_: uhl.;ﬂintl: a_-t pub .11.1.”“7.[‘”““{.1
conceded for the most part by the advocates of State |:1x-1tl!wfa|: L:l it mm,i.,
States stocks in the hands of imﬁ\'l:«ln:ﬂ- cannot be .'l.‘ill‘l‘.'il.-l‘l] 11‘{1 .Aq.l‘:hir :l{‘ di 3
cipal purposes. Duv a discrimigation against the .-Inc'.h.-l 1 5 .'\-| a .:1 2ongie
to be established, on the ;;mtmr]_ .th.xr a tax "‘l’i"‘-‘“'f‘ ntnwn.I{ :- 1
bank is 1ot a tax upon the securities represented by those shares.
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