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In March, 1803, this account was reopened by occasional deposits from the Treasury Department, 
and was kept running. The balances on it in favor of the Treasury were from twenty to fifty thousand 
dollars during the years 1803,1804,1805, and 1806. That the deposits in this account occasionally aided 
the bank in its operations and that it was so intended by the Secretary from a recollection of the 
transactions I can safely assert. 

Yery respectfully, I have the honor to be, sir, your most obedient servant, 
J. MASON, President. 

Hon. WM. H. CRAWFORD, Secretory of the Treasury 

ALEXANDRIA, February 13, 1823. 
SIR: I took the liberty of stating to you, in a letter which I addressed to you a few days ago, that, 

as I had for a short period acted as the president of the Mechanics' Bank of Alexandria, and, as attorney 
for the United States, had been directed to collect the debt due from the Franklin Bank to the Govern-
ment, that my knowledge of the affairs of those institutions might possibly be serviceable to the 
committee of the Senate, and, if so, that I should be ready to attend them whenever they might deem it 
necessary. Not having been called upon, I presume that my personal attendance will not be necessary, 
nor can I suppose that it is necessary for me to say anything about the deposit made in the Mechanics' 
Bank, as that debt has been settled and the bank itself is before the Senate for a charter. 

As to the Franklin Bank, I can state that the debts and effects of that bank have been transferred to 
the Government to secure the payment of the Government debt, and that the books and papers, with the 
notes and other evidences of debt, have been placed by the bank under my direction, and that I am in a 
course of collection of these debts for the benefit of the Government. In the list of debts due to the 
bank there will be a considerable loss arising from the insolvency of its debtors; and I fear that a portion 
of the debt due to the Government will fall upon the notes given by the stockholders in payment for their 
sto^k, commonly called stock debts. 

I have no difficulty in giving it as my opinion that the debt due to the Government is ultimately 
secure. I never had a doubt upon this subject, and my anxiety and wish has always been, and still is, 
that the collections should be so made as to avoid a resort to the stock debts. 

I am, with very great respect, your obedient servant, 
T H O . S W A N K 

ITTH CONGRESS.] N O - 6 7 3 . [ 2 D SESSION. 

B A N K O F T H E U N I T E D S T A T E S . 

C05DIUNICATED TO THE HOUSE OF REPRESENTATIVES FEBRUARY 2 7 , 1 8 2 3 . 

Mr. HEMPHILL, from the Select Committee, to whom were referred the memorial from several banking 
institutions and insurance companies in the State of South Carolina, and the memorial from the 
President and Directors of the Bank of the United States, praying for certain laws to be passed in 
relation to the bank, and for certain alterations to be made m the charter, reported: 

That the memorials claim the interposition of Congress in four particulars: 
1. To change that part of the charter which provides that no director except the president shall be 

eligible for more than three years in four. 
2. To provide by law for the punishment of persons who may be convicted of practicing fraud on 

the bank. 
3. To authorize the board to appoint one or more persons to sign notes of the smaller denominations 

at the parent bank. 
4. To pass a law by which the notes of the bank shall only be receivable, in payments to the United 

States, at the bank or branch where they are made payable. 
As to the first, there are many inconveniences which arise from the short duration which is allowed 

to a directorship; but the committee are not inclined at present to make the change prayed for. 
As to the second, the committee report in favor of it to the fullest extent prayed for, and think that 

salutary penal laws ought immediately to be passed on the subject. 
As to the third, the committee think it is reasonable, and that it ought to be granted. The almost 

constant manual labor of signing notes must too much exhaust the two principal officers of the bank, 
and, in a greater or less degree, disqualify them from a due application of their minds to the extensive, 
critical, and important concerns of the bank. 

As to the fourth, the committee are obliged to go into some detail upon it. If the arrangement 
prayed for would be beneficial to the bank, and not injurious to the government nor to local banks nor 
to the community at large, it ought to be granted; but more especially ought it to be granted if it will 
nut only be beneficial to the bank, but productive of public good. 

Under the 14th section of the act incorporating the bank, the bills or notes of the bank originally 
made payable or which shall have become payable on demand are made receivable in all payments to 
the United States, unle^ otherwise directed by act of Congress. 

It will be observed in the first instance that no alteration of the charter in relation to this 
provision is prayed for. It will also be observed that the act incorporating the bank did not consider 
this arrangement as unalterable; it was to undergo the test of time and experience. On the one hand, 
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Congress reserved the power to change this provision whenever the public good should require it; and 
on the other, the stockholders had every reason to expect that if this provision should distress the bank 
Congress would remove it if by doing so no disadvantage would accrue to the Government. The 
question now, after a fair and full experiment on the subject, is, whether this provision is judicious or 
otherwise; and we can only arrive at the truth of this inquiry by comparing the consequences of this 
provision with that state of things which will most probably exist if it should be removed. 

The bank is to place the funds of the Government at any given point, and it is the duty of the 
bank, as far as possible, to preserve a sound currency in the country; the bank is not bound to pay its 
notes presented by the Government except where the notes are payable; but, as it is bound to transfer 
the funds, little time only could be gained by refusing to pay them wherever received, and that refusal, 
perhaps, would be attended with inconvenience to the Government, and accordingly the bank pays the 
notes wherever leceived, without reference to the places where they are payable; the result is at times 
embarrassing to the bank. The practical effect of the piovision under consideration will be more 
clearly perceived by attending to the usual course of business and to the state of exchange. The 
exchanges between the west and Atlantic have always been against the former. The exchanges 
between the north and the south are, for one portion of the year, against the latter, and for another in 
its favor. When the exchanges ai e unfavorable to the south and west the notes of the southern and 
western branches are taken to the north to pay the balance of debt; they are equal to cash, without the 
expense of transfer, as they are receivable in payment of duties to the Government To give the best 
view of this part of the subject, the committee will incorporate a part of the report of the committee of 
the bank, piesented to Congress in the session of 1820. 

Speaking of the branch notes, it says: " They are equal to cash, or very nearly so, in all the 
piincipal cities north of the Potomac. They are so because they are receivable in payment of duties to 
the Government, the portion of which payable to the noith of the Potomac, in any quarter of the fiscal 
year of 1819, was, taking that year as an example, nearly as much as the whole cuculation of the Bank 
of the United States at the same time, and of course kept up a steady demand for the notes of the 
southern and western branches. The union of this demand with the course of exchanges draws the 
whole of the notes of the western offices to the Atlantic, and at particular seasons of the year the 
greater part of the notes of the southern offices to the north. The revenue collected to the south being 
comparatively small, there can never be any material reflux of their notes, because they will be 
absorbed by the northern demand before the exchanges turn, and the balance of payments being always 
against the west, there is never any towards that quarter. W e will now proceed to enumerate some of 
the evils resulting from the receipt of the notes of the bank and its branches in this manner and under 
these circumstances. 

" 1st. It greatly deranges and distresses the money market, both of the places where the notes are 
received and where they are payable. The bank at Philadelphia and the offices at New York and 
Boston did not receive less than between five and six millions of the notes of the offices south and west 
of them in the short period of fourteen months, exclusive of the notes of the office at Washington. 
These points were obliged to pay the Government the amount of these notes, and in vain sought for 
speedy reimbursement fiom the offices where they were payable The state of the exchanges which 
caused this flux of their notes created an inability to reimburse the offices which had received them 
until the exchanges turned. The offices receiving them were of necessity obliged to curtail their 
business suddenly to provide the means of paying them. Accordingly, the curtailments at Philadelphia, 
New York, and Boston, within the same period, amounted to upwards of four and a half millions of 
dollars, and exhausted almost the whole of the capital placed at these points. The capital of New 
York and Boston, united, was at some periods less than nothing. What distress and embarrassment 
must have been caused by these circumstances will easily be conceived by those who have reflected on 
the nature and effects of the sudden withdrawal of a large portion of the active capital of a trading 
community. 

"The evil suffered in the community where the notes were thus received and paid was not all. The 
offices whose notes were thus received and paid were necessarily called upon to provide the means of 
reimbursement, and curtailments to a corresponding amount were ordered m them, and like distress and 
embarrassment produced in the communities where they were located. Double the amount of the notes 
thus circulated was in this way withdrawn from use to provide for their payment. The aggregate 
curtailments in the fourteen months before alluded to (from 1st September, 1818, to 1st November, 
1819) were upwards of ten and a half millions of dollars, and it is confidently believed it would not have 
been necessary to have reduced the discounts of the bank a single cent but for this cause. When these 
reductions commenced the discounts were very moderate for the capital of the bank. They did not 
amount to $42,000,000. 

" Nor is the extent of the distress and embarrassment measured by the immediate effects of the 
reduction of the discounts of the bank and its branches. These reductions in their operation throw 
back upon the State banks a poition of their circulation and reduce their deposits, and they also are 
obliged to curtail their business and add to the general mass of distress. 

" The uncertain liability of the bank and its branches, as each is in a certain degree liable to pay 
the notes of all the rest, and the perpetual alteration of the capital of each, by paying the notes of the 
others and having its notes paid by them, put it beyond the power of calculation to determine the 
extent of business which can be safely done, and leaves the bank to vascillate between the hazards of 
rashness and the fruitless results of a torpid prudence. To-day a branch shall have a million of capital, 
and in three months it may be without a cent. 

"2d. It diminishes and deranges the currency of the whole country. The bank was under the 
necessity, to protect itself from danger and to avoid charging itself to an unlimited amount with the 
cost of adverse exchanges, to forbid the offices with which the exchanges were unfavorable to issue 
their notes. It however issued its own notes, and the offices against which the exchanges did not run 
issued their notes without any limit but that of the demand, yet the ciiculation of the bank was by this 
cause greatly decreased. Thus, for example, in the short space of five months, from the 1st April, 
1819, to the 30th August, 1819, it was reduced from $6,045,428 to $3,838,386. 

"This, however, does not show the entire extent of the abstraction from the currency which this 
cause produces. Let it be supposed that the circulation of the bank is four millions of dollars, and that 
one-half of it has been issued by offices to the south and west, and it is in use for the purposes of being 
remitted to the north and east. It is thereby as much taken out of the currency as if it were destroyed; 
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and it leaves only two millions of currency furnished b y the bank. But the bank will probably have 
four millions of specie in its vaults, and it cannot safely have less under these peculiar circumstances; 
this sum also is withdrawn from circulation. Thus the bank, not by its fault, but by the necessity 
which is imposed upon it, has withdrawn four millions of specie from the currency and has given a 
substitute in its notes only to the amount of two millions. In this view the currency has been 
diminished two millions. But even this is not the worst view of it. Let us suppose that the notes 
of the bank and its branches could not be converted into bills of exchange, and there is no doubt, it is 
presumed, that with its high credit it could easily do what many local banks have accomplished. It 
could circulate two dollars of its bills for every dollar it should have in its vaults. Then it is 
supposed to have four millions of dollars in its vaults, and could circulate eight millions of its notes, 
which would be equal to gold and silver. It then would have added four millions to the currency, 
while at present it diminishes it to the amount of two millions, making a practical difference of no 
less than six millions in the sound currency of the country. The view may even be extended, 
because the Bank of the United States could, had its capital not been deranged by this very cause, 
have given a greater addition to the currency with the greatest ease and safety, if a demand had 
existed for it, by increasing its specie. No evil can be greater than a decreasing currency. In the 
words of a great man, ' poverty and beggary and sloth' follow in its train. 

"But this evil of a decreasing currency will not occur as a rare calamity once, perhaps, in a century, 
but will be renewed with every 2ux and reflux of the exchanges between the different portions of the 
country as long as the bills of the Bank of the United States are thus receivable by the Government. 

" 3d. It makes the necessary public burdens, in some instances, doubly oppressive. In all the States 
south of Virginia, and in nearly, if not all, the western States, the Government of the United States does 
not expend half the revenue it collects; the surplus must be remitted to other points, where it is necessarily 
to be expended. This draws so much of the capital of those States from them and adds it to the capital 
of another, New York, for example. This is not a subject of complaint, though it is certainly an evil. 
But when the revenue of New York is collected in the notes of the offices of the south and the west, 
perhaps to an equal amount, and drawn from the necessary currency of these portions of the country, the 
evil produced by the remittance of the surplus revenue becomes intolerable, because the means of making 
it have been taken away. The capital of these States is fettered by the necessary curtailments of their 
banks, their currency is diminished, and that state of things which is called a scarcity of money is 
produced, exchange rises, and when the revenue is to be remitted the means of doing it no longer exists." 

As bank notes represent specie, such a relationship should be maintained between them as to enable 
a given amount of specie to sustain as large a paper circulation as could be instantly converted into 
specie; but this can never be accomplished while specie must be provided at so many different places for 
the payment of the same note; the uncertainty of the places where the notes will be presented for payment 
must at all times confound the most discreet calculation for the maintenance of a proper relation between 
the specie and paper circulation. To the Government it can be of no advantage, as debts must be 
paid to the Government where due, and its funds the bank is obliged to transfer from place to place, at 
the pleasure of Government. 

In the opinion of the Secretary of the Treasury, in his report to the second session of the 16th 
Congress, the alteration would be beneficial to the community. It is as follows: 

" Preliminary to a resort to internal taxation of any kind, the charter of the Bank of the United 
States ought to be amended so as to make the bills of all the offices of the bank except that at the seat of 
Government receivable only in the States where they are made payable and in the States and Territories 
where no office is established; the effect of this modification would be to make the notes of the offices of 
the Bank of the United States, except the office in this District, a local currency, which will enter and 
continue in the local circulation of the States in which they are issued. The notes thus issued will 
render the local circulation of the States sound and furnish to the citizens the means of discharging their 
contributions to the Government. 

" This measure will also place the State institutions to the south and west of this city in a more 
eligible situation in relation to the offices of the Bank of the United States, by enabling them to adjust 
their accounts with these offices by the exchange of notes, instead of liquidating then* balances by the 
payment of specie." 

To the portions of the country where the balance of trade is generally unfavorable it must be 
injurious, as it deprives them of every benefit which the sound currency of the Bank of the United States 
is capable of affording to them; the bank, in such places, for its own defence, being obliged entirely to 
suspend the issuing of notes. 

To the portions of the country where the exchange is at intervals unfavorable it is injurious, because 
it occasions an unprofitable and distressing fluctuation in the paper circulation of the place; for in 
proportion to the disappearance of branch notes must inevitably follow curtailments not only of the 
branch but of the local banks. The southern banks sensibly feel the effects of this vascillating and 
disordered state of things, and their memorial contains the following remarks on the subject: That "they 
are perfectly satisfied if the notes of each office of the Bank of the United States were made receivable 
only at such office, and thereby confined in their circulation to the State in which they were issued, and 
to those parts of the adjacent States more immediately connected with it in commerce, that very great 
benefits would result to the different banking institutions in particular and to the community in general. 

"The offices would then issue their notes on precisely the same principles and in the same proportions 
as the State banks, and their business would be conducted, according to their several capitals, on terms 
of perfect reciprocity; the rates of exchange would then become more uniform and moderate by an 
increase of competitors in regular exchange operations. The different moneyed institutions and the 
community would be relieved from the exactions which they occasionally feel, and of which they are 
always apprehensive. Good will would exist towards an institution very capable of even now affording 
great advantages to the Government, and harmony would be restored between it and every part of the 
community." 

The regulation, as it now exists, operates as a practical prohibition to issue any notes in the western 
States, and to a like prohibition to issue them to the south, during six months in the year; while the 
collection of the revenue and the convenience of the people in these quarters of the Union require them 
t< i be issued continually. 

To simplify the case, let any given district be selected where there is no sound currency and where 
no notes of the Bank of the United States can at present be issued for the reasons already given. 
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If the notes when issued could only be receivable at the office issuing them, their circulation would 
be limited. The office, for its own benefit, must do business; the notes of solvent individuals would 
be discounted, and a sound paper would be put in circulation which could not leave the boundary which 
practice would prescribe for it. The holders of branch notes could demand silver whenever wanted for 
transportation, and the expense of this transfer, as in the ordinary cases of trade, would soon bring 
business to a safe and proper level, and some sound standard among the local banks would follow as a 
necessary consequence. 

The same reasoning would, in part, apply to places where exchanges fluctuate. At present the 
branch notes are often unnaturally taken from the places at which they are wanted and carried to places 
where they are not wanted. 

If the desired arrangement was effected the bank would be enabled to put into circulation a much 
larger quantity of sound paper than at present, by which the bank and the Government, being the owner 
of one-fifth of the stock, would be greatly benefitted; and from its operation it is believed that the 
community at large would enjoy real advantages. 

What substantial reason can be given for an adherence to this provision of the law? 
In what manner does it produce any public good? 
Its operation on exchange is ineffectual. 
In reference to any two given places, when the balance of trade is against the one, gold and 

silver there will be of less value than at the other by the expense of transportation, and the exchange will 
always be about equal to this expense. The nature of trade will keep this balance alternating, and it may 
be generally against one place in a certain direction, while at the same time it is in its favor in another 
direction; but the design of making paper circulation for the purpose of exchange better than the specie 
it represents appears to be in a great degree fallacious. The bank can never equalize exchange; the 
expense of exchange must be borne by the debtors in the debtor part of the country, and every attempt 
to give a different direction to it will be baffled. It is alien to the inflexible laws of trade and cannot be 
realized. 

Indeed, if the branch notes can be drawn directly from the office they will of course be free of 
the usual expense of exchange; but this rarely happens. The real debtor who uses them as exchange 
has generally to pay to the money dealers a premium higher than a just premium on exchange in its 
accustomed form. 

The southern institutions and the most respectable citizens in Charleston, who are materially 
interested, and who have witnessed the effect produced in practice, have informed us in their memorial 
that the business of exchange will be improved and the exchange itself moderated. 

There are exceptions which perhaps it will be proper to make 
The notes of the parent bank may be receivable at any of the branches. 
The notes of the office at Washington might be receivable at the parent bank and the branches, and 

for the convenience of travellers the five dollar bills of the bank ought to be receivable everywhere, and 
all the notes of the bank and its branches may be received in the States and Territories where the bank 
has no establishment. 

As it is no part of the charter, the law can be repealed at the pleasure of Congress, and, to guard it 
in the most effectual manner, let the law, for the sake of an experiment, be limited to two years; it will 
then require a re-enactment, which cannot be procured unless its utility shall have been proved by 
experience. 

There are but few considerations that are more momentous than that which relates to the currency 
of the country; and it belongs to the Bank of the United States, as far as possible, to preserve its 
soundness. It is an institution that is entitled to a patient and calm hearing; its advantages to the 
country have been great, while its sufferings are but too well known. Errors, if any have been 
committed, it is hoped experience will correct; prejudices, if any existed, it is hoped have now subsided, 
and that reason alone will in the end prevail. 

The following resolution is offered: 
Besolved, That the Committee on the Bank of the United States be instructed to prepare and bring 

in a bill agreeable to the above report. 

N o . 6 7 4 [ 2D SESSION. 

B A N K S I N T H E D I S T R I C T O F C O L U M B I A . 

COMMUNICATED TO THE HOUSE OF REPRESENTATIVES FEBRUARY 2 7 , 1 8 2 3 . 

i 

TREASURY DEPARTMENT, February 2 7 , 1 8 2 3 . 
SIR : I have the honor to transmit copies of the reports rendered to this Department by the incor-

porated banks in the District of Columbia, showing the state of their affairs on the 31st December, 1822. 
I am, with great respect, sir, your obedient servant, 

WM. H. CRAWFORD. 
The Hon. the SPEAKER of the House of Bepresentatives 

17TH CONGRESS.] 


