
REPORT 
or THE 

SECRETAM OF THE TREASURY. 

TREASURY DEPARTMENT, Decemher 9, 1861. 

SIR: The Secretary of the Treasury, in obe'dience to law, sub^Lits 
the following report to Congress: .• -

, The general principles by which, as the Secretary conceives, the 
administration of the public finances should be regulated, with a view 
to insure the desirable results of efficiency, economy, and general 
prosperity, were set forth, with as much clearness and plainness as 
he is capable of, in his report made to Congress on the 4th day of 
July last. 

In that report, also, the Secretary submitted to the consideration 
of the legislature the measures by which, in his opinion, the pecu
niary means, necessary to the speedy and effectual suppression of the^ 
gigantic rebellion set on foot by criminal conspiracy against the gov
ernment and the people of the United States, might be most cer-. 
tainly and most economically obtained. 

The estimates of the several departments then laid before Congress 
by the Secretary contemplated an aggregate expenditure, during the 
fiscal year to end on the 30th June, 1862, of $318,519,581 87. 

To provide this sum the Secretary proposed such modifications of 
the tariff and such internal taxes as would, in his judgment, produce 
the sum of eighty millions of dollars, and such loans, in various 
forms, not exceeding in their aggregate two hundred and fifty millions 
of dollars, as would yield the required residue. 

Without adopting all his recommendations in regard to customs 
and internal taxes. Congress made such provision for. both as was 

"deemed necessary to secure the sum proposed to be derived from 
those sources, and authorized loans, in the mode and to the extent 
proposed by .the Secretary, for obtaining the additional sum required' 
by the estimates. ^ , 

I t now becomes his duty to give some account of the execution and 
practical operation of these measures; and in the performance of it he 
solicits, first, the attention of Congress to that part of them relating.; 

* to loans. ' '' 
The acts authorizing lodns pr.ovided— 
First, For a National Loan of one hundred millions of dollars, or 

any larger sum, not exceeding the whole amount authorized, in bonds Digitized for FRASER 
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8 NATIONAL LOAN AND OTHER LOANS. . 

or treasury notes, bearing 7.30 per cent interest, payable three years 
after date, and convertible at or before maturity into twenty years 
six per cent bonds. '. • 

Secondly, For a loan in'' Europe, or in the United States, at the dis
cretion of the Secretary, of one hundred millions of dollars, payable 
twenty years after date, and bearing interest not exceeding seven 
per cent. -

Thirdly^ For the issue, in payments to public creditors, or in ex
change for coin, of treasury notes payable one year after date, bear
ing an interest of 3.65 per cent, and convertible into the three years 
7.30 bonds of treasury notes. 

Fourthly, For the issue of notes, payable on demand and receivable 
for all public dues, to be used as coin in payments and exchanges. 

The aggregate of notes of. the two last descriptions was limited to 
fifty millions of dollars, in denominations less than fifty, but not less 
than five dollars. 

A further authority was conferred by the act to issue treasury 
notes of any of the specified denominations, bearing six per cent 
interest and payable not over twelve months from date, to an amount 
not exceeding twenty millions of dollars. 

To provide for immediate exigencies was the first duty of the Sec
retary, and he performed it by issuing, under authorities conferred 
by various acts, for payment to public creditors or for advances of 
cash, $14,019,034 66 iii treasury notes, payable in two years, and 
bearing 6 per cent interest, and $12,877,750 in treasury notes, l3ear-
ing the same rate of interest, but payable sixty days after date. 

His next care was to provide for the regular and continuous dis
bursements of the war, under the acts of the July session, and with this 
view, he carefully examined the various powers conferred on him; 
compared the probabilities of the American and European markets 
for capital; and considered the relative advantages and disadvantages 
of the several forms of loan authorized. 

His reflections led him to the conclusion that the safest, surest, and 
most beneficial plan would be to engage the banking institutions of 
the three chief commercial cities of the seaboard to advance the 
amounts needed for disbursement in the form of loans for three years 
7.30 bonds, to be reimbursed, as fair as practicable, from the proceeds., 
of similar bonds, subscribed for by the people through^ the agencies 
of the National Loan; using, meanwhile, himself, to a limited extent, in 
aid of these advances, the power to issue notes of smaller denomina
tions than fifty dollars, payable on demand. 

Upon this plan he hoped that the capital of the banking institu-
:tions and the capital of the people might be so combined with the 
credit-of the government, in a proper provision for necessary expen
ditures, as to give efficiency to administrative action, whether civil or 
military, and competent support to public credit. The result thus, 
far has fulfilled that hope. 

Representatives from the banking institutions of the three cities, 
Responding to his invitation, met him" for consultation in New York, 
and, after full conference, agreed to unite as associates in moneyed 
support to the government, and to subscribe at once a loan of fifty Digitized for FRASER 
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LOANS NEGOTIATED. 9 

millions of dollars, of which five millions were to be paid immediately to 
' the Assistant Treasurers, in coin, and the residue, also in coin, as needed 
for disbursement. The Secretary, on his part, agreed to issue three 
years 7.30 bonds or treasury notes, bearing even date with the sub-, 
scription, and of equal amount; to cause books of subscription to 
the National Loan to be immediately opened; to reimburse the ad
vances of the banks, as far as practicable from this national subscrip
tion; 'and to deliver to them 7.30 bonds or treasury notes for the 
amount not thus reimbursed. It was further understood that the 
Secretary of the Treasury should issue a limited amount of United 
States notes, payable on demand, in aid of the operations of the 
treasury, and that the associated institutions, when the first advance 
of fifty millions should be expended, would, if practicable, make 
another, and when that should be exhausted, still another advance 
to the government of the same amount, and on similar terms. 

The^ objects of this arrangement were, (1st) to place at the, com
mand of the government the large sums immediately needed for the 
payment of maturing treasury notes, and for other d.isbursements, 
ordinary and extraordinary; (2d) to secure to the people equal 
opportunity, with the banks, for participation in the loan; (3d) to 
avoid competition between the government and the associated insti
tutions in the disposal of bonds; (4th) to facilitate and secure fur
ther advances to the government by the associates, if required; and, 
(5th) to insure, if possible, the maintenance of payments in spiecie, 
or its actual equivalents and representatives. 

All these objects were, happily, accomplished. Fifty millions of 
dollars were immediately advanced by the banks. The Secretary 
caused books of subscription ,to be opened throughout the country, 
and the people subscribed freely to the loan. The amounts thus sub
scribed were reimbursed to the banks, and the sum reimbursed, 
though then covering but little more than half the amount, enabled 
those institutions, when a second loan was required, to make a second 
advance of $50,000,000. ' -

Thus two loans of $50,000,000 each have been negotiated for three 
years 7.30 bonds, at par. The first of these loans was negotiated, and 
the first issue of bonds bears date, on the 19th.of August; the second 
on the 1st of October, 1861. 

On the 16th of November a third loan was negotiated with the 
associated institutions, under the authority given to the Secretary to 
borrow a sum not exceeding one hundred millions, in Europe or the 
United States, at a rate of interest not exceeding seven per cent. As 
no reasonable prospect appeared of obtaining terms equally advanta
geous by advertisement, and as it was manifestly for the interest of the 
government to negotiate at home rather than incur the expense and 
hazard of negotiation abroad, the Secretary, under the authority of the 
seventh section of the act of August 5, 1861, arranged this third loan, 
also, with the associates, by agreeing to issue to them fifty millions 
of dollars in six per cent bonds, at a rate equivalent to par for the 
bonds bearing seven per cent interest, authorized by the act of July 
17th. This negotiation, though less advantageous to the government, 
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10 LOANS—CUSTOMS REVENUE. 

considered under the light of a simple money transaction, than the two 
prior loans, was, in some respects at least, more so. It was coupled 
with no arrangement for reimbursement, and entailed no immediate 
expense on the treasury, beyond that of preparing and issuing the 
bonds. It was coupled, also, with an understanding in the form of 
an option to the associates, that on or after the first of January a fourth 
advance ot fifty millions should be made, on the same terms with the 
first and second, if practicable and required by the Secretary. 

In addition to the loans thus made, the Secretary has issued United 
States notes, payable on demand, in denominations of five, ten, and 
twenty dollars, of which there were in circulation, according to the 
last returns, on the 30th day of November, 1861, $21,165,220; and 
there remained in the treasury at the same date, $3,385,105. The 
amount thus issued, so far as it enters into the circulation of the 
country, >may be regarded as a loan from the people, payable on de
mand, without interest. 

A brief recapitulation will exhibit the general result:^ 
There were paid to creditors, or exchanged for coin 

at par, at different dates in July and August, six 
per cent two years^ notes, to the amount of.... $14,019,034 QQ 

There was borrowed, at par, in the same months, 
upon sixty days^ six per cent notes, the sum of.̂ . 12,877,750 00 

There was borrowed, at par,on the 19th of August, 
upon three years' 7.30 bonds,issued for the most 
part to subscribers to the National Loan • • . 50,000,000 00 

There was borrowed, on the 1st of October, upon 
like securities • ••. . .-. 50,000,000 00 

There was borrowed, at par for seven per cent, 
on the 16th of November,' upon twenty years' 
six per cent bonds, reduced to the equivalent 
of sevens, including interest 45,795,478 48 

There have been issued, and were in circulation and 
on deposit with the Treasurer, on the 30th of 
November, of United States notes, payable on 
demand ^ 24,550,325 00 

Making an aggregate, realized from loans in 
various forms, of 197,242,588 14 

While success thus complete has so far attended the measures, re
lating to loans, the Secretary regrets to say that the receipts of reve
nue from duties have not, as yet, fulfilled the expectations indulged at 
the date of his July report. 

The act modifying the rates of duties which received the final 
sanction of Congress, differed, in several respects, from the measure 
which he had the honor of submitting to their consideration. In 
most of these particulars, especially in the diminished duties on tea, 
coffee, and sugar, and in the exemption, from the operations of the 
act, of goods in warehouse and on shipboarcl, the difference, how-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1861



CUSTOMS REVENUE—INCREASED APPROPRIATIONS. I I 

ever warranted, by considerations of general policy, was certainly 
disadvantageous to the revenue; while another, and perhaps more 
potential cause of reduced^receipts,, may be found in the changed 
circumstances of the country, which have proved, even beyond antici
pation, unfavorable to foreign commerce. 

At tixe date of,his report, the Secretary counted on a revenue from 
customs, for the financial year 1862, of fifty-seven millions of dollars, 
but the circumstances to which he has just adverted now constrain 
him to reduce this estimate to $32,198,602 55. 

The receipts from customs for the first quarter, ending on the 
30th September, were $7,198,602 55; while the receipts for the 
three remaining quarters cannot be safely estimated at more than 
$25,000,000, making the aggregate for the year the sum just men
tioned, of $32,198,602 55. '' ^ • 

The estimates of receipts from lands and miscellaneous sources 
must also be reduced from $3,000,000 to $2,354,062 89, of which 
$354,062 89 were received cluring the quarter ending 30th Septem
ber, 1861, and $2,000,000 are the estimated receipts of the three 
remaining quarters. 

The only other source of revenue which promises an addition to 
the resources of the year is the direct tax authorized by Congress, 
from which, if increased to the limit proposed by the Secretary, and 
assumed by the States, the further sum of $20,000,000 may be 
expected. 

The aggregate of revenue from all sources may, therefore, be esti
mated at $54,552,665 44, which is less by $25,447,334 56 than the 
estimate of July. 

This reduction, however, though large, would not have compelled 
the Secretary to ask any additional powers for the negotiation .of 
loans, beyond those asked for in his July report, had appropriations 
and expenditures been confined within the estimates then submitted. 

Tliese estimates, it will be remembered, contemplated expenditures 
in alldepartments,andfor*allobjects,to the amountof $318,519,581 87. 
Of this sum $185,296,397 19 were for additional appropriations required 
by the Department of War; and $17,652,105 09 for appropriatiori^s • 
already made for that department. The basis of the estimates for 
these additional appropriations was the understanding that it would 
be necessary to bringanto the field, for the suppression of the rebel
lion, two hundred and fifty thousand volunteers in place of the 
seventy-five thousand drafted militia originally called out, and to in
crease the regular army by the addition of eleven new regiments; mak
ing a total force, including the regular army already organized, of about 
three hundred thousand men. After estimates for this force had 
been furnished to the Secretary, in accordance with law, and his own 
report, founded upon them, had been closed, the President thought 
it expedient, in order to make the contest short and decisive, to ask 
Congress to place at the control of the government at least four hun
dred thousand men, and four hundred millions of dollars. In the 
numbeir thus called for the regulars were included. Congress, animated 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1861



12 INCREASED APPROPRIATIONS—RETRENCHMENT AND REFORM. 

bythe same desire for a short and decisive contest, went beyond this 
recommendation of the President, and authorized the acceptance of 
volunteers in such numbers, not exceeding^ five hundred thousand, as 
he might deem necessary. Congress also authorized the whole in
crease of the regiilar army estimated for by the department, and pro
vided further for additional companies and for new officers in several 
branches of the military service. 

The action of Congress, therefore, contemplated the employment,, 
if necessary, of a force, including the existing regular army, of about 
five, hundred and fifty thousand men. To insure its efficiency, the 
President was authorized to appoint any number of major generals 
and brigadier generals he might think necessary, and to increase the 
staff of major generals in the field by discretionary appointments of 
aids-de-camp, with various rank, from captain to colonel. 

This large increase of the army in men and officers, and the liberal 
additions made by Congress to pay and rations, have augmented, and 
must necessarily augment, expenditure far beyond the limit indicated 
by the original estimates; and the limit must be still further extended 
bythe additional sums required for the increase of the navy, and for 
other objects. 

To meet these increased demands, arising almost wholly from the 
increase of the army and navy and the increase of pay and rations 
beyond the original estimates, large additional appropriations have 
been and will be necessary. 

Of these additional appropriations $47,985,566 61 were authorized 
by acts of the last session, and $143,130,927 76 are now asked for; 
making an aggregate increase, including $22,787,933 31 for indefinite, 
appropriations and redemption of temporary debt, beyond the esti
mates of July of $213,904,427 68. " • 

To provide the large sums needed for the disbursements of the 
current year, and the large sums which the exigencies of the succeed
ing year may require, will necessarily engage the most serious .at
tention of Senators and Representatives. 

• Th^ first great object of reflection and endeavor, in the judgment 
of the Secretary, should be the reduction of expenditure within the 
narrowest practicable limits. Retrenchment and reform are among^ 
the indispensable duties of the hour. Contracts for supplies to the 
army and navy, as well as for public Avork of all descriptions, should 
be subjected to strict supervision, and the contractors to rigorous re
sponsibility. All unnecessary offices should be abolished, and salaries 
and -pay should be materially reduced. In these ways the burdens 
of the people, imposed by the war, may be sensibly lightened ; and 
the savings thus effected will be worth more in beneficial effect and 
influence than the easiest acquisition of equal sums even without cost 
or liability to repayment. 

While thus recommending retrenchment and the prevention of 
abuses, the Secretary feels himself constrained to renew the suggestion 
heretofore submitted by him, that the property of rebels should h6 made 
to pay, in part at least, the cost of rebellion. Property of great value Digitized for FRASER 
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CONFISCATION OF REBEL PROPERTY—TAXATION AND LOANS. 13 

in loyal States is held by proprietors who are actually or virtually 
engaged, in that guilty attempt to break up the Union and overturn 
its government, which has brought upon our country all the calami
ties we now endure. That property is justly forfeited to the people, 
and should be subjected, with due regard for all rights and interests 
concerned, to sequestration or confiscation, and the proceeds should 
be applied to the satisfaction of claims arising from the war. 

Property of rebels in rebel States should be treated in like manner. 
Rights to services, under State laws, must, of necessity,' form an ex
ception to any rule of confiscation. Persons held by rebels, under 
such laws, to service as slaves, may, however, be justly liberated 
from their constraint, and made more valuable in various employ
ments, through voluntary ancl compensated service, than if confis
cated as subjects of property. 

Whatever may be saved by retrenchment, however, or exacted 
from rebellion, large sums must remain to be provided for by taxation 
and loans. 

• Already in a former report the Secretary has had the honor of 
stating the principles by which, as he conceives, the propor
tions of taxation and loans should be determined. Reflection has 
only confirmed his opinion that adequate provision by taxation for 
ordinary expenditures, for prompt payment of interest on the public 
debt, existing and authorized, and for the gradual extinction of the 
principal, is indispensable to a sound system of finance. The idea of 
perpetual debt is not of American nativity, and should not be natu
ralized. If, at any time, the exacting emergencies of war constrain 
to tem'porary departure from the principle of adequate taxation, the 
first moments of returning tranquillity should be devoted to its re-
establishment in full supremacy over the financial administration of 
affairs. 

I t is now even more apparent than at the date of the July report 
that duties on imports cannot'be relied upon as a source of revenue 
sufficient for the proper objects of taxation. Some modification may, 
perhaps, be judiciously made of the existing tariff, and some increase 
of revenue may in this way be probably obtained: 

But existing circumstances are not propitious to a wise /and per
manent adjustment of imposts to the various demands of revenue, 
commerce, and home industry. The most sacred duty of the American 
people at this moment requires the consecration of all their energies, 
and all their resources to the re-establishment of Union on the per
manent foundations of justice and fre'edom; and while other nations 
look with indifferent or unfriendly eyes upon this work, sound policy 
would.seem to suggest not the extension of foreign trade, but a more 
absolute reliance, under God, upon American labor, American skill, 
and American soil. Freedom of commerce is, indeed, a wise arid 
noble policy; but to be wise or noble, it must be the policy of con
cordant and fraternal nations. 

In accordance with these views, the .Secretary begs leave to recom
mend that the duties 6n tea, coffee, and sugar be increased to the 
rates heretofore proposed; that is to say, to two and one-half cents Digitized for FRASER 
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1 4 INCREASE OF REVENUE—DIRECT TAXES. 

per pound on brown sugar; to three cents on clayed sugar; to twenty 
cents per pound on green tea, and. to five cents per pound on coffee; 
and that no other alterations of the tariff be made during the present 
session of Congress, unless further experience or changed circum
stances shall demonstrate the necessity or expediency of them. All 
considerations of prudence and patriotism seem to concur in favor of 
giving to the existing tariff a full and fair trial, and of reserving the 
York of revision, modification, and permanent settlement for more 
propitious days. 

It has been already remarked that the receipts of revenue from 
duties, during the first two quarters of the current year, have not 
equalled expectation. It is highly probable, ho weaver, that the 
revenue of the two last will very considerably exceed that of the 
two first quarters of the year. A considerable improvement in the 
condition of trade and industry is clearly perceptible, and promises 
to be permanent. An increase of the revenue from customs may 
therefore be reasonably anticipated. 

It is quite clear, however, that no anticipation of revenue from 
imports, sufficient in amount for the various demands of ordinary and 
extraordinary expenditure, can 'be wisely indulged, so long, at least, 
as the existing contest shall be prolonged; nor is it probable, should 
the debt created in the suppression of the rebellion reach very 
large proportions, that the customs revenue will suffice for those 
demands during the first years after the restoration of peace. 

It becomes the duty of Congress, therefore, to direct its attention 
to revenue from other sources, to consider the character and jgxtent 
of the provision made at its last session, and the expediency of further 
provision of a similar character. 

The provision made at the last session was of two descriptions; 
first, a direct tax of $20,000,000, of which $14,846,018 was apportioned 
.to States and Territories acknowledging their obligations to the Union, 
and $5,153,982 to States the citizens of which repudiate those obli
gations and are in open rebellion; and, secondly, an internal duty of 
three .per centum on all annual incomes, with certain exceptions and 
deductions. 

As it is highly desirable to avoid, as long as practicable, introduc
tion into the States of federal agencies for the assessment and collec
tion of taxes, the Secretary, relying on assurances from governors of 
various States that the amounts apportioned to them respectively 
will be assumed, collected and paid, through existing State agencies, 
has hitherto refrained from advising the appointment of the. officers 
necessary for direct assessment and collection. He has been, the 
more readily persuaded to this course because both the income and 
the direct tax are required to be assessed with reference to valua
tions which can only be ascertained for the purposes of the income 
tax, after the fir^t day of Januar}^, and .for the purposes of the direct 
tax, after the first day of April next. 
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DIRECT AND INDIRECT TAXES ON PROPERTY. 1 5 

The Secretary is acquainted with no statistics which aflbrd the 
means of a satisfactory estimate of the amount likely to be realized 
from the income tax. Considering, however, how large a propor
tion of incomes, after the deductions sanctioned by law, will fall within 
the exemption limit of $800 a year; and considering also what nu
merous questions will certainly perplex its assessment and collection, 
he respectfully submits to the consideration of Congress whether the 
probable revenue affords a sufficient reason for putting in operation, 
at great cost, the machinery of the act, with a view, should the States 
assume the direct tax, to the collection of the income tax alone.. 

The prudent forecast which induced Congress to postpone to another 
year the necessity of steps for the practical enforcement of the law, 
affords, happil}^, the opportunity of revision and modification. I t 
affords, also, the opportunity of comparing the 'amount of needed 
revenue with the probable income from taxes of every kind, and of 
so shaping legislation as to secure, beyoi:id doubt, the sums essential 
to the fulfilment of national obligations and the maintenance of the 
national credit. 

In the judgment of the Secretary, it will be necessary to increase-
the direct tax so as to produce from the loyal States alone a revenue 
of at least twenty millions of dollars, and to lay such duties on stills^ 
and distilled liquors, on tobacco, on bank notes, on carriages, on 
legacies, on paper evidences of debt and instruments for conveyance 
of property, and other like subjects of taxation, as will produce an 
equal additional sum. The existing provision for an income tax, just 
in its principle, inasmuch as it requires largest contributions from 
largest means, may, possibly, and if somewhat modified will, prob
ably, produce ten millions of dollars more. The aggregate taxation 
will thus amount to fifty millions of dollars. • 

The Secretary is aware that the sum is large; but seeing, as he-
does, no probability that the revenue from ordinary sources will exceed 
forty millions of dollars during the current year, ,and knowing, as he 
does, that to meet even economized disbursements, and pay the inte
rest on the public debt, and provide a sinking fund for the gradual 
reduction of its principal, the appropriation of ninety millions of dol
lars will be necessary, he feels that he must not shrink from a plain 
statement of the'actual necessities of the situation. . 

But if the sum is large the means of the people are also larger, 
and the object to be attained by a consecration of a portion of them 
to the public service is priceless. The real property of the loyal 
States is valued, in round" numbers, at seven and a half thousands of 
millions; the pergonal property at three and a half thousands of mil
lions; and the annual surplus earnings of the loyal people at not less 
than three hundred millions of dollars. Four mills on each dollar, or 
two-fifths of one per cent on the real and personal property of the 
loyal States, will produce forty-four millions of dollars; to which sum 
the proposed income tax will probably add ten millions. The whole 
sum will be little more than one-sixth of the surplus earnings of the 
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country.' Certainly such a tax cannot be paid without inconvenience; 
doubtless the legislature which imposes such a tax must take care 
that the money thus raised be used economically, prudently, and 
honestly. But can any one hesitate about such or even greater 
contributions when the Union and the popular institutions which it 
guards are put in peril by rebellion, and the public faith pledged to 
our own citizens, who, in many instances, have placed the whole 
earnings of industrious lives in the hands of the government for its 
suppression, asks support? 

It will be seen at a glance that the amount to be derived from tax
ation forms but a small portion of the sums required for the expenses 
of the war. For the rest, the reliance must be placed on loans. 

Already, beyond,the expectations of the most sanguine, the country 
has responded to the appeals of the Secretary. . The means adopted 
for securing the concurrence of all classes of citizens in financial-
support to the government have been already explained.- It remains 
only to be said here that, while the action of the banking institutions 
in assuming the immediate responsibility of the whole advances hith
erto required, as well as the final responsibility of much the largest 
portion of them, merits high eulogium, the prompt patriotism with 
which citizens of moderate means and working men and working 
women have brought their individual offerings to the service of their 
country, must command even warmer praise. I t should be the con
stant care of the national legislature and of the national government 
in all its departments tl/at the generous confidence reposed by the 
poor, as well as by the rich, in the public faith, be never disap
pointed. 
' It must not be concealed, however, that the condition of the na
tional finances when the present Secretary entered upon the duties 
of his office, though somewhat improved during the able and upright, 
though brief, administration of his immediate predecessor, was such 
as to make disadvantageous rates in the negotiation of loans inevi-
,table. It affords just occasion of gratulation that, under most em
barrassing circumstances of shaken credit and immense demands,. 
loans have been effected at home, without resort to any foreign 
market, to the amount o.f one hundred and ninety-seven millions'^of 
dollars, with a virtual engagement for fifty millions more, at an 
average rate, considering the conversion of the three years 7.30 
bonds into twent}^ years^ six per cent bonds as certain, of somewhat less 
than six and a half per cent. 

This rate of interest is, however, higher than the United States, 
with their vast and constantly accumulating resources, ought to pay. 
No doubt reasonably exists that after the re-establishment of union 
and order, the five per cent bonds of the United States will command 
a premium in the markets oP the world, unless the national debt be, 
meantime, augmented beyond necessity or reason. The wealth and 
power of the country, manifested in the suppressiqn of rebellion, 
will demonstrate the absolute safety of investments in United. States 
stocks; and foreign capitalists, restricted to the lower interests and 
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the inferior security of public debt in other countries, will be at
tracted bythe superior advantages offered by the loans of the Union. 

To,enable the government to obtain the necessary means for pros
ecuting the war to a successful issue, without unnecessary cost, is a 
problem which must engage the most careful attention of the legis
lature. 

The Secretary has given to this problem the best consideration in 
his power, and now begs leave to submit to Congress the result of 
his reflections. • • ' ' ^ , 0 

The circulation of the banks of the United States, on the' 1st day 
of January, 1861, was,computed to be $202,000,767. Of this circu-( 
lation $150,000,000, in round numbers, was in States now loyal, in- i / 
eluding West Virginia, and $50,000,000 in the rebellious States. / 
The whole of this circulationtconstitutes a loan without interest fromf ; 

. the people to the banks, costing them nothing except the expense of\i: 
issue and redemption and the interest on the specie kept on Hand for } \ 
the latter purpose; and i t deserves consideration whether sound pol-C 1 
icy does not require that the advantages of this loan be transferred, / 
in part at least, from the banks, representing only the interests of the / -
stockholders, to the government, representing the aggregate interests ^ ^ 
of the whole people. 

I t has been well questioned bythe most eminentstatesmen whetbe^-
a currency of bank notes, issued by local institutions under State* 
laws, is; not, in fact, prohibited by the vuational Constitution. SMch; 
emissions certainly fall within the spirit, if not within the letter, ofl 
the constitutional prohibition of the emission of bills of credit by the^ 
States, and of the making by thenl of anything except gol# andi 
silver coin a legal tender in payment of debts. 

Howeyer this may be, it is too clear to be reasonably disputed! thati 
Congress, under its. constitutional powers to lay taxes, to^ regulate 
commerce, and to regulate the value of coin, possesses ample autlior-
ity to control the credit circulation which enters so largely into th§ 
transactions of commerce and affects in so many ways the valuer of 
coin. ' _ 

In the judgment of the Secretary the time has arrived wheujGon-
gress should exercise this authority. The value of the existing bank 
note circulation depends on the laws of thirty-four States and 
the character of some."sixteen hundred private corporations. I t is 
usually furnished in greatest proportions by institutions of least 
actual capital. Circulation, commonly, is in the inverse ratio of sol
vency. Well-founded institutions,, of large and solid capital, have, in 
general, comparatively little circulation ; while weak corporations 
almost invariably seek to sustain themselves by obtaining from the 
people the largest possible credit in this form. Under such a system, 
or rather lack qf system, great fluctuations, and heavy losses in dis
counts and exchanges, are inevitable; and not unfrequently, through 
failures of the issuing institutions, considerable portions of the cir
culation become suddenly worthless in the hands of the people. 
The recent experience of several States in the valley of the Missis-

E x . D o C e 2 — 2 
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1 8 RECEIPTS AND DISBURSEMENTS 1863---LOANS. \ 

sippi painfully illustrates the justice of these observations; and e n \ 
forces by the most cogent practical argunients the duty of protecting \ 
commerce a;nd industry against the recurrence of such disorders; 

The,Secretary thinks it possible to combine with this protection a 
provision for circulation, safe to the community and convenient for 
the government. . ' / 

• Two plans for effecting this object are suggested. The first con-
templates the gradual withdrawal from circulation of the notes of 

' private corporations^and for the issue, in their stead, of United States 
notes, payable in coin oil demand, in amounts sufficient for the useful 
ends of a representative currency. The second contemplates the 
preparation and delivery, to institutions and associations, of notes pre
pared for circulation under national direction, and tobe secured as.to . 
prompt convertibility into coin by the pledge of United States bonds 
and Other needful regulations. 

The first of these plans was partially adopted at the last session of 
Congress in, the provision authorizing the Secretary to issue United 
States notes, payable, in coin, to an amount not exceeding fifty mil- , 
lions of dollars. That provision may be so extended as to reach the 
average circulation of the country, while a moderate tax, gradually ' 
augmented, on bank notes, will relieve the national from the compe
tition of local circulation. I t hais been already suggested that the 
substitution of a national for a state currency, uponthis plan, would 
be equivalent to .a loan to the government without interest, except 
on the fund to be kept in coin, and without expense, except the cost 
of preparatioti, issue, and redemption; while the people would gain -
the additional advantage of a uniform currency, and relief from a 
considerable burden in the form of interest on debt. These advan
tages are, doubtless, considerable; and if a scheme can be devised 
by which such a circulation will be certainly and strictly confined to 
the real needs of the people, and kept constantly equivalent to specie ^ . 
by prompt and certain redemption in coin, it will hardly fail of legis
lative sanction. ' ^ 

The plan, however, is not without serious inconveniences and haz
ards. The teinptation, especially great in times of pressure and danger, 
to issue notes without adequate provision for redemption; the ever- ^ 
presentliability to be called on for redemption beyond means, however 
carefully provided and managed; the hazard of panics, precipitating 
demands for coin, concentrated on a few points and a single fund; 
the risk of a &epreciated, depreciating, and finally worthless paper 
money; the immeasurable evils of dishonored public faith and national 
bankruptcy; all these are possible consequences of the adoption of a 
system of government circulation. I t maybe said, and perhaps truly, 
tha t . they are less deplorable than those of aii irredeemable bank 
'Ci^rculation. Without entering into that comparison, the Secretary 
-contents himself with observing that, in his judgment, these possible 
disasters so far outweigh the probable benefits of the plan that he 
feels himself constrained to forbear recommending its adoption. 
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CIRCULATION BASED ON NATIONAL BONDS AND SPECIE. 19 

The second plan suggested remains for examination. Its principal 
features are, (1st) a circulation of notes bearing a common impression 
and authenticated by a common authority;. (2d) the redemption of 

'these notes by the associations and institutions to which they may be 
delivered for issue; and (3d) the security of that redemption by the 

• pledge of United States stocks, and an adequate provision of specie.' 
In this plan the people, in their ordinary business, would find the 

advantages of uniformity in currency; of uniformity in security; of 
effectual safeguard, if effectual safeguard is possible, against depre
ciation; and of protection from losses in discounts and exchanges; 
while in the operations of the government the people would find the 
further advantage of a large demand for government securities,' of 
increased facilities for obtaining the loahs required by the war, and 
of some alleviation of the burdens on industry through a diminution 
in the rate of interest, or a participation in the profit of circulation, 
without risking the perils of a great money monopoly. * 

A further and important advantage to the people may be reason
ably expected in the increased security of the Union, springing from , , 
the common interest in its pres^ervation, created by the distribution of 'V^ 
its stocks to associations throughout the country, as the basis of their. / 
circulation. 

The Secretary entertains the opinion that if a credit circulation in 
any form be desirable, it is most desirable in this. The notes thus 
issued and secured would, in his judgment, form the safest currency 
which this country has ever enjoyed; while their receivability for all 
government dues, except customs,^ woul!d make them, wherever pay
able, of equal value, as a currency, in every part of the Union. The 
large amount of specie now in the United States, reaching a total of 
not less than two hundred and seventy-five millions of dollars, will 
easily support payments of duties in coin, while these pa3mients and 

. ordinary demands will.aid in retaining this specie in the country as a 
solid basis both of circulation and loans. 

The whole circulation of-the country, except.a limited amount of 
foreign coin, would, after the lapse of two or three years, bear the 
impress of the nation whether in coin or notes; while the amount 
of the latter,. always easily ascertainable, and, of course, always 
generally known, would not be likely to be increased beyond the real 
wants of business. 

He expresses an opinion in favor of this plan with the greater confi- * 
dence,because it hasthe|idvantage of recommendation from experience. 
It is not an untried theory. In the State of New York and in one or more 
of the other States it^has been subjected, in its most essential parts, 
to the test of experiment, andfhas been found practicable*and useful. 
The probabilities of success will not be diminished but increased by 
its adoption under national sanction and for the whole country. 

I t only remains to add that the plan is recommended by one other 
consideration, which, in the judgment of the Secretary, is entitled to 
much influence. I t avoids almost, if not altogether, the evils of a 
great and sudden change in the currency by offering inducements to 
solvent existing institutions to withdraw the circulation issued under 
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2 0 RECEIPTS ANFD DISBURSEMENTS 1861 AND 1862. 

State authority, and substitute that provided by the authority of 
the Union. Thus, through the voluntary action of the existing insti
tutions, aided by wise'legislation, the great transition from a currency 
heterogeneous, unequal, and unsafe, to one uniform, equal, and safe, 

. may be speedily and almost imperceptibly accomplished. 
If the Secretary has omitted the discussion of the question of the 

constitutional power of Congress to put this plan into operation, i t is 
> because no argument is necessary to establish the proposition that 

the power to regulate commerce and the value of coin includes the 
power to regulate the currency of the country, or the collateral pro
position that the power to effect the end includes the power to adopt 
the necessary and expedient means. 

The Secretary entertains the hope that the plan now submitted, 
if adopted with the limitations and safeguards which the experience 
and wisdom.of Senators and Representatives will, doubtless, sug
gest, may impart such value and stability to government securities 
that it will not be difficult to obtain the additional loans required for 

- ' ^ ^ the service of the current and the succeeding year at fair and rea
sonable rates; especially if the public credit be supported by suffi
cient and certain provision for the payment of interest and ultimate 
redemption of the principal. ' ^ 

To obtain a clear understanding of the amount for which it will be
come necessary to resort to further loans, it is requisite to review 
the financial movement of the treasury during the whole of the last, 
and the first quarter of the current fiscal year, and compare, some
what more closely than has already been done, the probable wants 
and probable resources of the government for the remaining three 

. quarters of the current, and the whole of the following year. 
In the July report the Secretary submitted a detailed statement, 

in part estimated, ^showing the receipts for the last fiscal year, end
ing on the 30th June, 1861, including the balance in the treasiiry at 
its commencement, to have been $86,972,893 81; and the expendi
tures to have been $84,577,258 60; and the balance to have been 
$2,355,635 21. Actual returns show that the receipts, including 
balance, were $86,835,900 27; the expenditures, $84,578,834 4f; and 
the balance, $2,257,065 80. 

.X For the first quarter of the current fiscal year, commencing 1st 
July, 186i, the receipts and expenditures are ascertained, and for the 
remaining three quarters, ending SOth June, 1862, are estimated as 
follows: " 

For the 1st quarter, the actual receipts from cus
toms, lands, and miscellaneous sources, including 
the balance of $2,257,065 80, were $9,809,731 24 

J^or the 2d, 3d, and 4th quarters the estimated re
ceipts a r e . . . . . . . . . . . . 27,000,000 00 

/ Carried forward 36,809,731 24 
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RECEUPTS AND DISBURSEMENTS 1862 AND 1863. 2 1 

Brought forward • $36,8^09,731 24 
To these sums must be added the amount realized 

from loans in all forms prior to December 1, 1861, 
as already stated '. 197,242,588 14 

And there must be added also the amount to be 
realized from additional loans alreadv authorized 75,449,675 ,00 

And there must be added also the amount antici
pated from the direct tax 20,000,000 00 

Making the total of receipts 329,501,994 38 

On the other hand— 
For the 1st quarter the actual expenditures were- . $98,239,733 09 
For the 2d, 3d, and 4th, the estimated expenditures, 

under appropriations already made for public ser
vice, including civil list. Interior, War, and Navy 
Departments, and public debt and interest, are*. 302,035,761 21 

And the estimated expenditures under the additional 
appropriations now asked for are— 

Por civil service and increased in
t e r e s t ; . . . • $5,166,438 99 

And for the War and Navy Depart- , 
ments 137,964,488 77 

•— 143,130,927 76 

Making a total of actual and estimated expenditures 
. under existing and asked appropriations of «.'.. 543,406,422 06 

From which deduct actual and estimated receipts, as 
above stated .̂ . . . . . . . 329,501,994 38 

Making an apparent amount for which recourse must -" \ > 
be had to loans of 213,904,427 68 

It is to be observed, however, that in the amount estimated for 
expenditures, $22,870,398 50 is estimated for public debt, payment 
of a considerable part of which will not probably be demanded, and 
that some expenses are'estimated for which maj^ be. retrenched; so 
that the whole amount of loans required, in addition to the amount 
already authorized, will certainly not exceed $200,000,000. 

• For the fiscal year 1863, commencing on the 1st July, 1862, and 
ending on the SOth June, 1863, no reliable estimates can be made. 
It is earnestly to be hoped, and, in the judgment of the Secretary, 
not without sufficient grounds, that the present war may be.brought 
to an auspicious termination before midsummer. In that event, the 

.provision of revenue by taxation, which he has recommended, will 
amply sufSce for all financial exigencies, without resort to additional 
loans; and not only so, but will enable the government to begin at 
once the reduction of the existing debt. 
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2 2 RECEIPTS AND DISBURSEMENTS 1863—SLOANS. 

It is the part of wisdom, however, to be prepared for all eventuali
ties, and the Secretary, therefore, submits the estimates of the sevqi-al 
departments for the fiscal year 1863,based on the supposed continuance 
of the war, as follows: 

The estimated expenditures are— 
For the civil list, including foreign intercourse and 

miscellaneous expenses other than on account of 
the public debt $23,086,971 23 

For the Interior Department, (Indians and Pensions) 4,102,962 96 
For the War Department 360,159,986 61 
For the Navy Department 45,164,994 18 
For the public debt: 

Redemption. $2,883,364 11 
Interest on debt contracted 

before 1st July, 1 8 6 2 . . . . 29,932,696 42 
Interest on debt to be con

tracted after 1st July, 1862 10,000,000 00 
42,816,330 53 

Making an aggregate of estimated expenditures of- • 475,331,245 51 

On the other hand, the estimated receipts are— 

From customs, lands, and 
ordinary sources • $45,800,000 00 

From direct tax „ 20,000,000 00 
From internal duties, in

cluding income tax- ..,. 30,000,000^00 

Making an aggregate of estimated receipts of 95,800,000 00 

And leaving a balance to be providedfor of 379,531,245 51 

The whole amount required from loans may, therefore," be thus 
stated: 

For the fiscal year 1862, under existing laws $7^5,449,675 00 
For the fiscal year 1862, under law^ to be enacted - - 200,000,000 00 
For the fiscal year 1863, also under laws to be enacted 379,531,245 51 

Making an aggregate of 654,980,920 51 

' ^ The total may be stated in round numbers at six hundred and fifty-" 
five millions of dollars; 

* A tabular statement will accompany this report, showing somewhat 
more in detail the actual and estimated receipts and-expenditures of 
the financial years 1861, 1862, and 1863. 

It only remains, in order to complete the view of the financial 
situation, to submit a statement of the public debt as it was on the Digitized for FRASER 
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PROGRESS OF DEBT—LOANS—RATE OF INTEREST. ' 2 3 

1st day of July, 1860 and 1861, and will be, according to the esti
mates now presented, at the same date in each of the years 1862 and 
1863, 

The statement, in brief, is as follows: . ' 

On the 1st day of July, 1860, the public debt was- - $64,769,703 08 
On the 1st day of July, 1861, the public debt was- • 90,867,828 68-
On the 1st day of July, 1862, the public debt will be 517,372,802 93 
On the 1st day of July, 1863, the public debt will be 897,372,802 93 

The particulars of which-the debt consists, and the portions which 
have been or will be paid or contracted in each year, will appear 
fully in a table, which will be submitted with this Report to Congress. 
Another table will be submitted, showing the amount of the public 
debt in,each year, from 1791 to 1861, inclusive. -

The Secretary, believing that the frankest is the wisest policy for 
nations as well as individuals, has thought it his duty to submit to 
Congress this plain statement of the financial condition of the coun
try. That it imposes considerable burdens is not to be denied or 
disguised. It is consoling to know that the energies and resources 
of the people are not insufficient for them. The public debt on the 
1st of July, 1863, if the war be protracted until that time, on the 
scale of expenses contemplated by the estimates, will be, in round 
numbers, nine hundred millions of dollars. The amount of the public 
debt in the year 1816 was $127,334,933 74, a;nd in twenty years it 
was paid off by the people. The country, even if the loyal States 
only are regarded, can sustain and pay off in thirty years the debt 
to which rebellion now exposes us with hardly greater proportional 
contributions from increased and increasing resources than that debt 
made necessary. 

I t will be for the wisdom of Congress, to determine how. far the 
annual and the aggregate burdens of the people shall be diminished 
by retrenchment, by economy, by prudent yet vigorous adjustment of 
means to ends, and by just contributions from rebel property. No-. 
thing more certainly enhances credit and improves resources than the 
reduction of wants and wise energy in administration. 

The Secretary forbears making any recommendation concerning 
the authorities with which it may be expedient to invest him in re
spect to future loans. He begs leave to refer this matter altogether 
to the better judgment of Congress, suggesting only that, whatever 
discretion it may be thought prudent to give him in "other respects, 
the rate of interest be limited by law. 

Turning now from the more immediate consideration of the public 
finances, the Secretary solicits the attention of Congress to soma other 
topics connected with the administration of the Treasury Department. 

. By the act of Congress of July 13, 1861, commercial intercourse, 
with States declared to be in insurrection by the President, was pro-
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2 4 TRADE WITH STATES IN INSURRECTION—REFORMS. 

hibited,. and the Secretary of the Treasury was authorized to estab' 
lish such rules and regulations as he might deem expedient, in accord
ance with which, under license from the President, a restricted trade 
might be conducted. Upon full consideration of the whole subject, 
it has not been deemed advisable as yet to establish any general rules 
and regulations for such a trade. In a few instances, special licenses 
have beeii granted to convey particular articles of property into in
surrectionary States, and to carry on a limited trade with parts of 
eastern Virginia inhabited by loyal people; but, with these inconsid
erable exceptions, it has been hitherto thought best to enforce the pro
hibition to the full extent of the act. As the act itself, however, does not 
seem to contemplate the forfeiture of property, unless used for the 
purposes of the rebellion, or found in transit to or from insurrection
ary States, its execution has not been extended beyond that intent. 

To avoid, as far as possible, the practical inconveniences of this 
suspension of commerce, the Secretary, with the approbation of the 
President, has established regulations, in accordance with which 
cotton, rice, and other property will be collected and cared for by 
agents of the department in insurrectionary districts occupied by 
troops of the Union, and will be forwarded by sea fo New York. 
All sales will be made for account of the government, and the pro
ceeds paid into the national treasury, subject to any just claims of 
loyal citizens. This arrangement is, of course, temporary in its 
nature. As a general rule, in the judgment of the Secretary, com
merce should follow the fiag; and whenever the authority of the Union 
is fully restored in districts sufficiently extensive for the re-establish
ment of loyal State government, affording due security against abuses 
of trade in furnishing aid and comfort to rebellion, the ports should 
be opened, without restriction, and all commerce freely permitted. , 

With a view to reformation of ab\ises and reduction of expenses, 
the Secretary has caused most of the collection districts in all the 
States and Territories not under insurrectionary control to be visited 
by an officer of his department. Their inquiries have led to the 
abolition of some offices, and a reduction of the allowance and com
pensation to the incumbents of others, amounting to $75,095 annually. 
This sum, with the temporary reduction of annual expenses, occa
sioned by the suspension of official duties in the rebellious; States, 
amounting to $644,141 68, will more than suffice for all the expenses 
arising under the act of July for the additional agents, inspectors,, 
and aids, required for its due execution and the prevention of illegal 
traffic. ^ 

In this connexion the Secretary asks permission to direct the atten
tion of Congress to the fact that surveyors of ports at several points in 
tbe Mississippi valley are almost exclusively occupied by their duties 
under the act of July, and are subjected in consequence to'labors 
and responsibilities for which the compensation now allowed by law' 
is not an equivalent. I t is, therefore, suggested that the Secretary 
be authorized to make some additional allowances, to be paid from 
the appropriation already made for such services 

The Secretary, also recommends that a division be provided for 
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ef ^forfeitures, fines, and penalties, under this act, between the 
officers, the informer, and the governnient, corresponding to that 
now allowed by the revenue laws in other cases, and in order 
to protect the interests both of citizens and of the government, 
he further suggests that in all cases of fines, forfeitures, and pen
alties, under whatever law, when the amount in controversy does not 
exceed one thousand dollars, the Secretary be authorized to pre
scribe whatever mode^'may seem most convenient and certain for as
certaining the facts involved, and to direct such settlement of the 
matter in controversy by remitter or otherwise, as he may deem 

jus t . 
The interests of the government will also be promoted, in the 

judgment of the Secretary, by the appointment of a solicitor of cus
toms, to reside in the city of New York, who shall conduct all suits 
and prosecutions, and collect all penalties, fines, forfeitures, and dues 
to the government, under the revenue laws, within the collection 
district of New York, and advise the collector in respect to all legal 
questions connected with the customs which may be referred to him 
by that officer. 

The operations of the Mint during the last year were large beyond 
precedent. The net amount of bullion received was $72,146,571 0 1 ; 
the amount coined was: of gold coins, $60,693,237 ; of silver, coins, 
$2,605,ft)0; of cent coins, $101,660; of gold bars, $20,015,163 64; 
and of silver bars, $278,006 94 ; making the total coinage of the year 
$83,693,767 58. Of the bullion deposited $54,149,865 32 were re-

. ceived at the assay office in New York; of the gold bars $19,948,728 88, 
and of the silver bars $187,078 63, in value, were stamped at the 
same office. Of $799,923,362 14, the entire coinage since the estab
lishment of the mint, $520,000,000 have been coined from bullion 
derived froin mines of the United States. g 
• Of the gold deposited during the last year $34,216,8^9 52, and of 
the silver $610,011 29, were from the minq^ of the United States ; 
the remainder formed part of the unusually large receipts during the 
year from foreign countries. 

The large and rapidly increasing production of gold in j:he Territory 
cxf C'olorado suggests inquiry into the expediency of establishing an 
assay office or a branch mint at Denver. A private mint for the-con
venience of the people is now in operation at that place ; and obvious 
considerations seem to require the substitution of national for private 
agencies in coinage. 

The silver mines of Nevada and Arizona have also yielded large 
returns ; and the protection of the citizens, engaged in extracting 
their treasures, frona insurrectionary and savage violence demands the 
cai'nest consideration of Congress. 

No means exist of ascertaining, with absolute certainty, the.quan
tity of coin now in the United States ; but the best accessible data 
lead the Secretary to concur in the judgment of the Director of the 
Mint, that the amount is between two hundred and seventy-five mil
lions and three hundred millions of dollars. 

The Secretary takes great pleasure in directing the attention of Digitized for FRASER 
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Congress to the able and instructive report of that officer, and to the 
suggestions it contains. 

Under the act of July 27, 1861, large claims have been presented, 
by the authorized agents of the governors of several States,, for ex
penses incurred on account of troops raised by them respectively, 
and employed for the suppression of the insurrection; but as the act 
authorizing the settlement of these claims required proper vouchers 
in support of them to be filed and passed u]5on by the accounting 
officers, and as no such vouchers have, as yet, been furnished, it has 
been hitherto impracticable to adjust and pay them.' Inasmuch, how
ever, as these expenditures were incurred at a time when Congress^ 
was not in session, and when the public exigency was imperative, 
-and were marked, so far ^s the statements submitted to him disclosed 
their character, by discretion and patriotism, the Secretaiy thought 
himself warranted in advancing to the several States, upon certificates 
of the State officers to the general correctness of the accounts and 
on condition that no further claim should be made on account of the 
expenses contemplated by the act until after final settlement upon 
vouchers, the sum of forty per centum of their respective demands; 
and he has accordingl}^ paid'^to the States of Illinois, Indiana, loAva, 
Maine, Massachusetts, Michigan, New Hampshire, New Jersey, Ohio, 
Pennsylvania, Rhode Island, and Wisconsin the aggregate sum of 
$4,514,078 51. • , -

As the law did not seem to contemplate the continued action of 
State officers for federal objects, but confined the appropriation 
made by it to expenses incurred, leaving expenses to be incurred to 
the action of federal officers within their respective spheres of duty, 
the Secretary has not thought himself authorized to settle in the 
unusual .mode provided by the act, except for advances actually 
made, or at least contracted for prior to its passage. All other 
claims are, and will be, referred to the War Department for sanction 
and requisition, unless Congress shall be pleased to direct otherwise. 

An act of the last Congress authorized the payment of claims, al
lowed for certain services and expenses in Oregon and Washington, 
to be made by the issue of bonds of United States, bearing six per 
cent, interest, and payable twenty years after date. The Secretary 
most respectfully asks the attention of Congress to the injurious in
fluences of authorizing such issues for such purposes. , Claims are 
easily allowed when payment is to be made otherwise than in money, 
and bonds issued for claims are apt to come into the market in com
petition with bonds issued for loans, to the serious prejudice of the 
public credit. That no important injury has resulted from the act 
just referred to is to be attributed to the faithful vigilance of tli;e 
Third Auditor in the examination of the claims made upon the 
treasury, and the comparatively small amount of bonds, not exceed
ing, probably, two millions eight hundred thousand dollars., in all, 
issued or to be issued in payment of them. / 

The attention of Congress is respectfully directed to the observa
tions of the Fifth Auditor in respect to the abuses which have been Digitized for FRASER 
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tolerated in the consular system, and the expediency of authorizing 
the appointment of a consul general for the coast and islands of the 
Pacific. 

In disregard,of repeated warnings of impending dangej in Decem
ber last, the Secretary of the Treasury, in office at the time, neglected 
to take the necessary measures to secure the vessels and other mova
ble property connected with the light-house establishments. This 
property, therefore, became the easy prey of insurrectionary vio
lence. Acts of rapine and plunder followed each other in quick suc
cession as the rebellion spread,, until the -lights of commerce were 
extinguished along the whole coast,—except at Key West and some 
neighboring points protected by the power of the Union,—from the 
capes of the Chesapeake round to the western limits of Texas. In 
other parts of the country the light-house system has been extended 
and improved, until it is surpassed in aids and benefits to navigation 
and commerce by that of no other country. Under the direction of the 
Secretary also, as the rebellion has, been suppressed in district after 
district, the lights have been rekindled. Already from the coasts of 
the Chesapeake, from the banks of Hatteras, from the islands of Port 
<Royal entrance, and from Chandeleur island in the G-ulf, they shine 
once more as the safeguards and' symbols of fraternal commerce and 
peaceful civilization. May we not hope that the time is not far off 
when every extinguished light shall be in like manner restored amid 

^ the rejoicings of a reunited people ? 

The Secretary respectfully invites legislative attention to the con
dition of the marine hospitals constructed or in process of construc
tion. The number has been increased far beyond necessity or utility, 
and to the serious.prejudice of the fund for sick and disabled seamen, 
derived from the hard earnings of the meritorious class to which they 
belong. At present, indeed, some of these hospitals are made avail
able for the benefit of the troops, but this use must necessarily be 
partial and temporary. Of these, therefore, as well as those not 
thus used, the Secretary recommends that those least advantageously 
situated and employed be disposed of on the most favorable terms, 
and that no new structures be undertaken except in cases of the 
clearest expediency or necessity. 

The great value of the coast survey has been strikingly attested 
by recent events. The knowledge gained by its operations during 
past years, the experience and skill of naval and military officers 
acquired in its service, and now available in the op orations^ of the 
army and navy, and the ready aid now afforded by it, in exami
nations and surveys of harbors and inlets, to the forces of the Union 
in their movements upon the coast, demonstrate, beyond question, the 
wisdom of the policy which originated and* has sustained it. The 
diminished appropriation required for its support during the fiscal 
year 1863 will no doubt be cheerfully made. 

The number of vessels in the revenue service of the departnient 
on.the 4th of March, 1861, was twenty-nine. Five had been pre-Digitized for FRASER 
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viousl}; seized by the insurgents, and one had been ordered to Nor
folk for repairs, where, having been taken to pieces with'a view to 
rebuilding, and therefore incapable of removal, she was involved in 
the disasters attendant on the destruction of the navy yard. 

Of the vessels connected with the revenue service not seized by 
the rebels, four were . on the Pacific coast, six on the lakes, and 
eighteen on the Atlantic coast. Of those on the lakes five have 
be^n ordered to service on the Atlantic coast. Nearly half of these 
vessels are unfit for the purposes of the revenue, and will be sold 
under the provisions of the act of July 25. 

Under the same act three steamers have been purchased and 
equipped, and have been of essential service in the suppression of 
unlawful commerce on the Chesapeake, and in aid of the expedition 
by which the authority of the Union was recently, restored on the 
eastern shore of Virginia. , ^ . ' 

With a view to the increased efficiency of the service, the Secre
tary directed a thorough examination to be made by a competent 
board of officers, of all candidates for appointment, as well as of all 
officers, except captains, already in the service, and has made a cer
tificate from that board of entire competency an indispensable con
dition of appointment. 

Four revenue cutters are now engaged in Coast Survey duty, 
in connexion with the naval and military expeditions on the coasts of, 
the insurgent States; and the whole of the . remaining number a re | 
actively engaged in the enforcement of the revenue laws, and in the 
protection of commerce. 

Under advertisements for proposals for the construction of addi
tional revenue steamers, under the act of July, a large number of 
bids and models have been received, and contracts will be made for 
five, which, when completed, will fully answer the existing demands 
of the service. 

The Secretary desires to avail himself of this opportunity to invite 
the attention of Congress to the importance of a uniform system and 
a uniform nomenclature of weights and measures and coins to the 
commerce of the world, in which the United States already so largely 
shares. The wisest of our statesmen have regarded the attainment 
of this end, so desirable in itself, as by no means impossible. The 
combination of the decimal system with appropriate denominations 
in a scheme of weights, measures, and coins for the international 
uses of commerce, leaving, if need be, the separate systems of nations 
untouched, is certainly not beyond the reach of the daring genius 
and patient endeavor which gave the steam engine and the telegraph 
to the service of mankind. The Secretary respectfully suggests the 
expediency of â small appropriation to be used in promoting inter
change of opinions between intelligent persons of our own and foreign 
countries on this subject. 

In closing this report, the Secretary takes pleasure in asking the 
consideration of Congress for the various suggestions of the heads of 
the bureaus of the department, contained in their several reports, Digitized for FRASER 
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which are herewith transmitted. I t has been his endeavor, since 
assuniing the charge of the department, to infuse into its action the 
greatest possible activity and vigor; and it is a source of very great 
satisfaction to him that his efforts have been, in general, faithfully 
and zealously supported b y t h e gentlemen with whom he has been 
associated. The reports from the several bureaus will show how much 
has been accomplished during the year, and how well. The Secretary 
indulges the^ hope that continued endeavor, with larger experience, 
will make the department, in all its working, what a department 
charged with duties and responsibilities so | various and important 
ought to be. s 

S. P . CHASE. 
Hon. G. A. GROW, 

Speaker of the House of Bepresentatives. 
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EEPORT 

SECRETARY OF THE TREASURY. 

DECEMBER 5, 1862.—Referred to the Committee on Finance, and ordered to be printed. 

TREASURY DEPARTMENT, December 4, 1862. 

SIR: In obedience to the act whicli reqnires the Secretary of the 
Treasury to prepare and lay before Congress, at the commencement of 
every session, a report on the subject of finance, embracing estimates 
of receipts and disbursements and plans of revenue, he submits, 
respectfully, the following views and statements: 

The breaking out of the existing rebellion, soon after the incoming 
of the present administration, demanded the employment of all ne
cessary means for the preservation of the territorial integrity of the, 
republic, and for the maintenance of the constitutional supremacy of 
the whole people, through their national government, over every 
State and every citizen. 

To authorize and prescribe the employment of these means was 
the peculiar province of Congress; to call forth and direct the armed 
force, which might be authorized, belonged to the President, and, 
under him, to the Departments of War and of the Navy; while to 
provide the means to meet authorized expenditures in its employment 
devolved, under the legislation of Congress and the direction of the 
President, on the Secretary of the Treasury. 

Varying exigencies have required adapted measures and de
manded unanticipated expenditures. Estimates, correct when made, 
have been rendered inaccurate by changed circumstances. Such con
ditions always attend war, whether external or civil, and we could not 
hope to escape them. 

It is not, therefore, matter*of surprise that the estimates submitted 
in July, 1861, for the year ending on the SOth of June, 1862, were 
exceeded by the actual expenditures, or that those. submitted„ in 
December, for the year which will end on the SOth of June, 1863, 
will probably be, in like manner, exceeded. 

The estimates of the Secretary must, necessarily, be derived 
chiefly from information furnished by other heads of departments: 
and this information, adjusted to existing and probable circumstances, 
cannot possibly anticipate all the vicissitudes of war or of legislation. 

Thus, the estimates for the last fiscal year, submitted at the July 
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session of 1861, were based on estimates from the War Department 
for an army, including regulars and volunteers, of three hundred, 
thousand men; and from the Navy Department, for a naval force 
quite inconsiderable in comparison with that afterwards found to be 
indispensable. Congress, thinking the proposed military force in
adequate, provided for a volunteer army of five hundred thousand 
men, besides regular troops and special corps, numbering, together, 
over fifty thousand, and also for considerable additions to various 
corps, and a large increase of pay and rations. The estimates of 
July required, of course, correction in December. 

So, also, the estimates for the current fiscal year, submitted at the 
last session, were framed in substantial accordance with information 
furnished by the several departments. The necessities of the war, 
however, rendered it expedient, in the judgment of the Executive 
and of Congress, to call for three hundred thousand additional vol
unteers, and make a draft of three hundred thousand men in addi
tion to these. The estimates, of course, must again prove inadequate. 

The increase of the army, however, did not greatly affect disburse
ments between the date of the December report and the close of the^ 
then current fiscal year. The increase of debt, therefore, did not 
exceed the December estimate. On the contrary, while the estimate 
anticipated a public debt on the SOth of June, 1862, of $517, S72,802 93, 
its actual amount on that day was $514,211,S7l 92. This amount, of 
course, does not include unascertained claims, but only that debt, the 
evidences of which exist in the treasury, upon its books, or in the 
form of requisitions in favor of creditors or of disbursing ofiicers. It 
is not probable, however, Ihat at the date named these claims much, 
if at all, exceeded the balance in the treasury, namely, $lS,043,54t) 81. 

But while the public debt on the 1st of July, 1862, did not reach the 
amount anticipated by the estimates, there is no room for the pleas
ing hope that the results of the current fiscal year or the next will 
exhibit a similar proportion. On the contrary, the estimate of the 
public debt on the 1st of July, 1863, heretofore submitted, must now 
be advanced, in view of the unexpected increase, of expenditures, 
authorized and incurred or likely to be incurred, to $1,122,297,403 24; 
and on the supposition that the war may be continued with undi
minished disbursements until the 1st of July, 1864, the debt likely 
to have been then incurred must be estimated at $1,744,685,586 80. 

It has been the care of the Secretary to reduce the cost of the 
debt, in the form of interest, to the lowest possible amount, and it 
is a source of real satisfaction to him that he has been able, thus far, 
to confine it within very moderate, limits. The first loans, being 
of a magnitude hitherto undreamed of in our market, were neces
sarily made at an interest which he regarded as high,, though 
lenders strenuously insisted on higher; but large amounts are now 
obtained at five and four per cent., while the circulation of United 
States notes constitutes practically a loan from the people to their 
government without interest. The average rate on the whole loan 
is thus reduced to 4f per cent. Whether a similar result may 
attend future loans must be determined partly by the legislation 
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of Congress, partly by the conduct of the war, â d̂ partly by the con
dition of the markets for money. 

The statements of the actual and estimated receipts and expendi
tures for the last and the current fiscal year, in comparison with those 
of the December report, must undergo modifications similar to those 
of the public debt. Both receipts and expenditures for the current 
and the following year will be increased: the former by the opera
tions of the augmented tariff and of the internal revenue, and the 
latter by the exigencies of the war. 

The aggregate receipts for the fiscal year 1862, from all sources, 
including the balance of $2,257,065 80 in the treasury from the pre
ceding year, weie $583,885,247 06; and the aggregate expenditures 
$570,841,700 25; leaving a balance in the treasury on the 1st day.of 
July, 1862, of $13,043,546 81. From the receipts and from the ex
penditures should be deducted the amounts both received and dis
bursed within the year on account of permanent and temporary debt, 
amounting to $96,096,922 09; leaving the total of receipts not applied 
inpayment of debt $487,788,324 97, and the total of current disburse
ments $474,744,778 16. As the amount of debt, so also the amount 
of the expenditures for the last year falls short of the estimates. 

The actual receipts for the first quarter of the fiscal year 1863, 
commencing July 1, 1862, appear from the books of the treasury; 
the receipts for the three remaining quarters can only be estimated 
on the basis of appropriations made and asked for by the several 
departments. They have been and are estimated as follows: 

For the 1st quarter the actual receipts from customs, 
internal duties, direct tax, lands, and all other 
sources, excluding loans, and including the bal
ance, from last year, of .$13,043,546 81, Avere- • $37,208,529 02 

For the 2d, 3d, and 4th quarters the estimated re
ceipts from all sources, are < . . . . . 143,286,816 58 

Making the total of actual and estimated receipts, 
from ordinary sources and from the direct tax, 
during the year 1863 • 180,495,345 60 

To this sum must be added^ sums 
already realized froni loans in all r 
forms, which amounted, during 
the 1st quarter, t o . . . - $114,458,82102 

And during the months of October 
and November, estimating for 
some of the last days of Novem
ber, to ' 85,670,895 99 

Making an amount already obtained from loans to 
the 1st of December, and applied in payment of 
current expenditure and principal and interest 
of public debt, of 200,129,717 01 
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And there must be added, also, the amount which 
will probably be hereafter realized from loans in 
all forms, under existing laws, namely • •. • »• • • $131,021,197 35 

Making the total of receipts, actual and anticipated, 
under existing laws — • 511,646,259 96 

On the other hand— 

For the 1st quarter of the fiscal year 1863 the 
actual expenditures were • •«. 111,084,447 40 

For"the 2d, 3d, and 4th quarters the actual and 
estimated expenditures, under existing appro
priations, including interest on public debt, are 672,843,841 78 

And additional appropriations are asked for by the 
several departments, to meet estimated deficien
cies, to the amount of • 109,418,032 30 

Making the whole amount actually expended or 
estimated 893,346,32148 

To which must be added the estimate for payment 
of principal of public debt during the year, of* • 95,212,456 14 

Making an aggregate, for all purposes, of • • •. 988,558,777 62 

It is necessary to observe, however, that in the 
present state of the law the estimates of the de
partments always largely exceed expenditures. 
The law forbids the transfer of any part of an ap
propriation for one object or class of objects to 
another. Consequently, when any appropriation 
happens to be exhausted, expenditures for the ob- . 
jects of it, however important, must be arrested 
until a further appropriation can be had. Such 
an occurrence during the recess of Congress might 
occasion great public inconvenience and injury. 
Hence it has become usual to make every estimate 
large enough, to cover all possible requirements 
under iJi till a session of Congress shall afi'ord an 
opportunity of providing for any deficiencies which 
may thereafter occur. Hence there is always a 
large balance of unexpended appropriations at the 
end of every fiscal year, which, after two years 
from the making of them, are carried to the credit 
of what is called the surplus fund. 

I t may be safely estimated, therefore, that, of the 
appropriations made and asked for, there will 
remain unexpended on the SOth June, 1863, 
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and should, of course, be deducted from the ap
parent aggregate of expenditures, not less than $200^,000,000 00 

The deduction of this sum will leave as the true 
aggregate of expenditures for the year • • • • <> •«• 788,558,777 62 

But of this sum, as already 
stated, there has been received 
and may be expected from cus
toms, internal duties, and oth
er ordinary sources $180,495,345 60 

And from loans in allforms 331,150,914 36 

Making an aggregate of realized and anticipated 
resources, to be deducted from the sum of actual ' 
and anticipated expenditures for all purposes, of 511,646,259 96 

And leaving yet to be provided for the current year 
by the action of Congress 276,912,517 66 

The estimates for the fiscal year 1864, commencing on the 1st day 
of July next, and ending on the SOth day of June, 1864, must, in the 
present circumstances of the country, be, in great part, conjectural. 
The estimates of expenditures have been framed by the several 
departments on the supposition of the continuance of the war—a 
supposition which, though very properly assumed as the basis of 
estimates intended to cover all contingencies, is not, it may be 
confidently hoped, destined to be realized. The estimates of re
ceipts are based upon the operations of recently enacted laws, the 
working of which cannot be accurately foreseen. 

The estimates of expenditures are as follows: 

For the civil list, including foreign intercourse and 
miscellaneous expenses, other than on account of 
the public d e b t . . . $25,081,510 08 

For the Interior Department, Indians and Pensions 10,346,577 01 
For the War Department . . . 738,829,146 80 
For the Navy Department •. 68,257,255 01 
For interest on public debt- 33,513,890 50 
For principal of public debt 19,384,804 16 

895,413,183 56 
To which sum should be added the expenditures 

for which appropriations made are estimated as 
remaining undra%vn on the 1st July, 1863 •. 200,000,000 00 

Making the aggregate of expenditures to the 1st 
July, 1864, for which appropriations are made 
or a sked . . . . . « . . . . 1,095,413,183 56 
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From which should be deducted tbe probable amount 
of appropriations which will remain undrawn on 
the 1st of July, 1864. $250,000,000 20 

Making the true ainount of probable expendi
tures during the fiscal year, 1864 » 845,413,18 

The estimates of receipts are as follows : 

From customs ' • $70,000,000 
From internal duties 150,000,000 
From lands 25,000 
From miscellaneous sources 3,000,000 

Making the aggregate of receipts for the fiscal year 
1864 to be deducted from the aggregate of ex
penditures 223,025,000 00 

And leaving the amount of expenditures of the 
fiscal year 1864 to be provided for 622,388,183 56 

The whole amount to be provided by Congress, be
yond resources available under existing laws, 
iuay, therefore, upon the supposition of the con
tinuance of the war, be stated as follows: 

For the fiscal year 1863 276,912,517 66 
For the fiscal year 1864 622,388,183 66 

Making an aggregate of 899,300,701 22 

A tabular statement is submitted with this report, and as part of 
it, exhibiting clearly the details of the receipts and expenditures of 
the financial years 1862, 1863, and 1864. 

Another table is also submitted, in which may be seen of what 
particulars the existing debt consists, in what years it was contracted, 
and when and in what amounts it will become due. 

The other tables required by law also accompany this report. 

In order to the formation of sound opinions as to the measures re
quired for meeting the demands disclosed by the estimates and yet 
unprovided for, it may be useful to review, briefly, in connexion with 
their actual and probable results, the measures already recommended 
and adopted, or yet under legislative consideration. 

With a view to the necessary provision for the expenditures then 
anticipated, the Secretary proposed to Congress, at its last session, 
such measures as seemed to him best adapted to the attainment of 
that object. These were (1st) an increase of duties on various im
ports ; (2d) an increase of the direct tax ; (3d) the levying of internal 
duties; (4th) a limited emission of United States notes, convertible into 
coin ; (5th) the negotiation of loans, facilitated by the organization 
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of banking associations, whose circulation should consist only of notes 
uniform in character, furnished by the government, and secured, as 
to convertibility into coin, by United States bonds deposited in the 
treasury. 

At the time these recommendations were submitted, the banks had 
not suspended specie payments, and there was reason to believe that 
economized expenditure and decisive military action would secure the 
means required for the suppression of the rebellion without serious 
sacrifices oil the part of, the government, and without resort to any 
other currency than that of coin and equivalent notes. 

Unexpected military delays, however, increased expenditures, 
diminished confidence in public securities, and made it impossible for 
the banks and capitalists, who had taken the previous loans, to dispose 
of the bonds held by them except at ruinous loss, and impossible for 
the government to negotiate new loans of coin except at like or 
greater loss. 

These conditions made a suspension of specie payments inevitable. 
The banks of New York suspended on the SOth of December, 1861. 
Their example was followed by most-of the banks throughout the 
country, and the government yielded to the same necessity in respect 
to the United States notes then in circulation. ,, 

These changed circumstances required a change of measures. The 
expenditures had already reached an average of nearly, a million and 
a quarter of dollars each secular day; while the revenue from all sources 
hardly exceeded one-tenth of that sum. It was necessary, therefore, 
to raise by loans in some form about thirty millions a month, or sixty 
millions every, sixty days. 

Careful inquiries satisfied the Secretary that the first $60,000,0,00 
•could not be had, in coin, at better rates than a dollar in bonds for 
eighty cents in money; and that each succeeding loan would involve 
submission to increasingly disadvantageous terms. To obtain the 
first $60,000,000 would require, therefore, an issue of bonds to the 
amount of $75,000,000, and, of.course, an increase of the public 
debt by the same sum; the next $60,000,000 would require, perhaps, 
$90,000,000 in bonds and debt; and the next $60,000,000, if obtain
able at all, would require, perhaps, $120,000,000. It was easy to 
see that on this road utter discredit and paralysis would soon be 
reached. The adoption of a plan of finance involving such conse
quences was not compatible with the Secretary's ideas of public dat}^ 

There' remained but one other possible way of riaising money by 
the negotiation of bonds in the usual mode. That way was, to re
ceive in payment of loans the notes or credits of the banks in suspen
sion. • 

To ascertain what w^ould have been the consequences of a resort to 
this expedient, it is necessary to remember that the bank circulation 
of the loyal States amounted, on the 1st day of January, 1861, to 
$150,000,000; that it had been reduced to $130,000,000 on the 1st 
day of January, 1862; and that this circulation was diflused through
out the country in all the channels of business. In these circum-' 
stances the collection by loans of sufficient, amounts to meet the de-' 
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rnands upon the treasury in season for prompt payments would be 
extremely difficult. The negotiation of such loans to the extent re
quired by the public exigencies, would create a demand for the notes 
which would involve the necessity, at first, of sacrifices not greatly 
inferior to those attendant on coin loans. If subsequent negotiations 
should become practicable at seemingly better rates, it would be be
cause the government demand had stimulated the making and issuing of 
bank notes to an extent far beydnd the ordinary needs of business. The 
increase of circulation thus stimulated wo.uld be unlimited, except by 
the possibility of obtaining interest on loans of it; or, in other words, 
by the possibility of obtaining credit for it with the community and 
the government. This limit, certain to be finally reached by all 
banks improvidently managed, would not, however, be reached im
mediately, or at the same time by all institutions, or by the same 
rate of progress in all parts of the country. But an excessive circu
lation would surely be thrust upon the community, forming a cur
rency, everywhere, but irregularly depreciated, destined in part to 
become avorthless, and certain to tax and derange, beyond measure, 

, the business of the people, and to embarrass, if not arrest, the opera
tions of the government. Loans negotiated in this circulation would 
be simply exchanges pf the debts of the nation, bearing interest and 
certain to be paid, for the debts of a multitude of corporations, bear
ing no interest and certain, in part, never to be paid. 

This is but a partial representation of the consequences appre
hended from the receipt of bank notes for loans to the government. 
Their character made it impossible for the Secretary th recommend, 
such negotiations, and wholly improbable that Congress would 
authorize them, if recommended. 

No other mode of providing, with any tolerable degree of prompti
tude, for the wants of the army and navy, and the necessities of other 
branches of the public service, seemed likely to effect the object with 
so little public inconvenience and so considerable public advantage 
as the issue of United States notes adapted to circulation as money, 
and available, therefore, immediately in government payments. 

It was not necessary that the Secretary should recommend this 
plan to Congress. In his report at the commencement of the session 
ho had pointed out the inconveniences and dangers of a circulation 
of government notes, even though convertible into specie, and had 
dwelt especially on the probability that such a circulation would 
idtimately sink into an irredeemable paper currency. At that time 
he expected a continuance of specie payments, and hoped that a 
banking system would be authorized which would at once furnish a 
sound circulating medium and afford a firm support to the public 
credit. Neither the expectation'nor the hope, however, had been 
realized; and a choice was now to be made between a currency fur
nished by numerous and unconnected banks in various States and a 
currency furnished by the government which the government could 
and would, except in a very improbable, not to say impossible, con* 
tingenc}^, amply provide for and protect. With these alternatives 
before him, the Secretary had already declared his unhesitating 
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preference for a circulation authorized and issued by national au
thority. But the enlightened senators and representatives who 
composed the financial committees of the respective houses required 
no new statement of his views on this subject. They saw clearly the 
necessities created by the suspension, and at once adopted the mea
sure demanded by them. The Secretary, concurring entirely in their 
judgment, had no duty to perform except that of giving such informa
tion and such aid as they called for and he could supply. 

An emission of $50,000,000 had been authorized by Congress at 
the July session, 1861, not with the design of furnishing a general 
currency, but for the purpose of making good any differences between 
the amounts obtained by loans and the sums required by the public 
service. Of these notes. $33,460,000 were in circulation at the time 
of the suspension. Up to that date every note presented for pay
ment had been promptly redeemed in coin. After the suspension an 
additional emission oif $10,000,000 was authorized, on the 12th of last 
February. Both these issues, amounting together to $60,000,000, 
were made receivable for all public dues, including customs. 

It now became the duty of Congress, not merely to provide the 
means of meeting the vast demands on the'treasury, but to create a cur
rency with which, until the close of the war at least, loans and taxes 
might be paid to the government, debts to individuals discharged, 
and the business of the country transacted. Nothing less would 
satisfy the need of the time. 

This duty Congress partially performed by authorizing an emission 
of $90,000,0t)0 in United States notes, in addition to the $60,000,000 
previously authorized, making $150,000,000 in all. The $90,000,000 
last issued were made receivable for all national loans and dues, 
except customs, payment of which was required in specie or notes of 
the two first issues. . • 

At a later period of the session, in view of the withdrawal of the 
sixty millions receivable for duties from circulation, and of the expe
diency of providing a permanent resource for meeting all demands 
upon temporary deposits in the treasury. Congress authorized a fur
ther issue of $150,000,000, of which, however, $50,000,000 were to 
be reserved from issue until actually required for payment of deposits. 

At a still later date Congress, upon the recommendation of the 
Secretary, authorized the use of postage and revenue stamps as a 
fractional currency, preferring this expedient to metallic tokens or 
coins reduced in value below existing standards. 

These various acts, taken together, authorized the emission of two 
hundred and fifty millions of dollars in United States notes, and a 
further emission of fifty millions, if needed, for the payment of de
posits. Of these emissions, the sixty millions receivable for customs 
were not available as circulation^ but might be replaced, as paid in, 
by notes of the new issues which were thus available, so that, in the 
end, a total circulation of two hundred and fifty millions might be 
reached, and, in an improbable contingency, increased by fifty mil
lions more. An emission of fractional currency, as just stated, was 
also authorized. 
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. In- aid of these provisions for public payments, the Secretary re
commended, and Congress, by different enactments, authorized, the 
receipt on temporary deposit, at an interest not exceeding five per 
cent., of such gums as might be offered, not exceeding, in the whole, 
one hundred millions of dollars, and the payment, to such creditors as 
might choose to receive them of certificates of indebtedness, pay
able in one year and bearing six per cent, interest. Congress also au
thorized the issue of national bonds to the amount of five hundred 
millions of dollars, into which the United Statgs notes issued might 
be converted at the will of the holder. It was provided that these 
bonds should carry an interest of six per cent, in specie, and bare - , 
deemable after five and payable in twenty years. They have re
ceived the name of five-twenties or five-twenty-sixes. 

These measures have worked well. Their results have more than 
fulfilled the anticipations of the Secretary. Had other urgent de
mands on the attention of Congress permitted the consideration and 
adoption of the suggestions which the Secretary ventured to submit 
in favor of authorizing the formation, under a proper general law, of 
banking associations, issuing only uniform notes prepared and fur
nished by the national government, and of imposing a reasonable tax 
on the circulation of other institutions, no financial necessity would, 
perhaps, now demand additional legislation for the current year, ex
cept such as experience might suggest for the perfecting of measures 
already sanctioned. 

A short statement will exhibit the practical workings of the laws 
actuall}'' enacted.^ * 

To the 1st day of July, 1862, $57,926,116 57 had been received 
and were remaining on deposit. United States notes to the amount of 
$158,591,230 had been issued and were in circulation; $49,881,979 73 
had been paid in certificates of indebtedness; and $208,345,291 86. 
had been paid in cash. Not a single requisition from any depart
ment upon the treasury remained unanswered. Every audited and 
settled claim on the government, and every quartermaster's check for 
supplies furnished, which had reached the treasury, had been met. 
And there remained in the treasury a balance of $13,043,546 81. 

The reverses of June, July, and August, affected, of course, inju
riously this financial condition. The vast expenditures required by 
the large increase of the army, -authorized by Congress and directed 
by the President, inade exhausting demands on all available resources. 
The measures of Congress, however, enabled the Secretary to provide, 
if not fully yet almost fully, for the constantly increasing disburse
ments. The actual payments, other than for principal of public 
debt, during the quarter ending on the SOth of September,' were 
$111,084,446 75 ; during the month of October they were 
$49,243,846 04; and during the month of November, $59,847,077 34; 
while the accumulation of requisitions beyond resources amounted 
to less than the fourth of the aggregate of these sums, namelv, 
to $48,354,701 22. ^ 

It remains to.consider what further resources for satisfying the debt 
now existing in the form of requisitions, and meeting other present 
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and prospective demands upon the treasury, may be provided under 
existing legislation; and what additional measures may be beneficially 
adopted for the improvement of the revenue and for the sure estab
lishment of the public credit, by the discharge, with the greatest 
possible promptitude and punctuality, of all public obligations. 

The whole power to borrow money under the act of Jul}^, 1861, to 
authorize a national loan is now exhausted. The only important laws 
under which means for meeting demands on the treasury can be had 
are those enacted or modified by Congress at its last session. 

These are of two general classes, namely, those which provide 
revenue from duties and taxes, and those which authorize the ob-

. taining of money by loans in various forms. 
The laws of the first class are, (.1st,) the several acts imposing 

duties on imports, and (2d,) the act to provide internal revenue. 
The laws of the second class are, (1st,) the act authorizing the 

issue of United States notes, and of six per cent bonds of the United 
States, redeemable after five and payable in twenty years, to the 
amount of five hundred million of dollars; (2d,) the two acts author
izing the issue of certificates of indebtedness and the purchase of 
coin; (3d,) the act authorizing ,an additional issue of United States 
notes; and (4th,) the act authorizing payments in stamps.' 

The laws of the first class have been too recently enacted, and 
their practical operation and results are affected by too large a variety 
of circumstances, to warrant any very confident opinions either as to 
the particulars in which amendments may be required or the amount 
of revenue which may be expected from them. The year which will 
elapse before the next regular session of Congress Will allow sufiicient 
time for practical tests, and will doubtless suggest beneficial modifi
cations. It seems already probable that some taxes imposed may be 
either repealed or reduced in rate at that session, without injury to 
the public service or the public credit. Possibly, also, some com-. 
paratively unimportant changes may be indicated as useful before the 
clo$e of the present session. 

The actual and estimated receipts under these laws for the current 
fiscal year, as already stated, will amount under the tariff act to 
$68,041,736 59, and under the internal revenue law to $85,456,303 73. 
The receipts for all other sources, exclusive of loans, as estimated, 
will reach $13,953,758 47, making a general aggregate, including 
$13,043,546 81, balance from last year, of $180,495,345 60, and 
leaving to be provided from loans, in some form, $608,063,432 02. 

The laws of the second class limit the issue of United States notes, • 
exclusive of the contingent reserve for deposits, to $250,000,000; 
limit the amount receivable on temporary deposit to $100,000,000; 
and limit the issue of five-twenty sixes, to $500,000,000. The issue 
of certificates of indebtedness and of fractional currency is unlimited 
by legislation. 

The amount of United States notes, including notes receivable for 
customs, already issued and in circulation or in the treasury to the 
credit of disbursing officers or of the Treasurer, was on the 1st in
stant $222,932,111. There yet remains, therefore, under the law 
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an authority to issue the further sum of $27,067,889. The amount 
received on deposit, including coin and estimating for the last day of 
November, is $79,798,650. The further sum of $20,201,350 may 
therefore yet be received. The issue of fractional currency has 
reached the sum of $3,884,800. The best lights lead to the estimate 
that before specie payments can be resumed not less than $40,000,000 
will be required by the wants of the community. The sum of 
$36,115,200, not yet issued, may therefore be counted on as an addi
tional resource. I t is not easy to determine what further payments 
can be made in certificates of indebtedness, but it seems probable 
that pavments in that form may be safely carried to the amount of 
$100,000,000. These payments have already reached $87,363,241 65, 
and the additional sum of $12,636,758 35 may therefore be paid in 
that way. What can. be justly expected from conversions under the 
act authorizing the issue of five-twenty sixes, that is to say, from 
exchanges by holders of United States notes for these bonds, at par, 
cannot be stated with much certaintjr. The amount received from 
this source from the date of the act to the 1st instant, estimating for 
part of the last week in November, is $23,750,000. It may reason
ably be expected that thirty-five millions will be received, if the act 
remains unmodified, during the remainder of the fiscal year. The 
aggregate of all these sums, namely, $131,021,197 35, constitutes 
the total of resources available for the current year under existing 
laws, except through sales, regarded as impracticable under the act 
authorizing their issue, of the five-twenties at their inarket value. 

These credit resources, with the actual receipts from like sources, 
added to revenue in all forms may supply the treasury with 
$511,^646,259 96. There remains a balance of disbursements of 
$276,912,517 66 to be provided for. . 

How? 
The easiest mode doubtless would be an issue of the required 

amount in United States notes ; but such an issue, especially in the 
absence of proper restrictions on corporate circulation, would, in 
the judgment of the Secretary, be as injurious as it would be easy. 
The addition of so vast a volume to the existing circulation would 
convert a currency, of'which the benefits have thus far greatly out-, 
weighed the inconveniences, into a positive calamity. Its conse-. 
quences would be inflation of prices, increase of expenditures, aug
mentation of debt, and, ultimately, disastrous defeat of the very pur
poses sought to be attained by it. 

To a certain extent, however, and under certain circumstances, a 
limited additional issue of United States notes may perhaps be safely 
and advantageously made. 

The Secretary does not concur in the opinion entertained b}^ some, 
whose ability and experience command deserved respect, that the 
aggregate currency of the country, composed of United States notes 
and notes of corporations, is at this moment greatly in excess of 
legitimate demands for its employment. Much less does he concur 
in another opinion, not unfrequently expressed, but expressed, in his 
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judgment, without due consideration,-that any actual excess is due 
to the issues of United States notes already in circulation. 

I t is true that gold commands a premium in notes ; in other words^ 
that to purchase a given amount of gold a greater amount in notes is 
required. But it is also true that, on the suspension of specie payments 
and the substitution for coin of United States notes, convertible into 
six per cent, specie bonds as the legal standard of value, gold became 
an article of merchandise, subject to the ordinary fluctuations of sup
ply and demand, and to the extraordinary fluctuations of mere specu
lation. The ignorant fears of foreign investors in national and State 
bonds and other American securities, and the timid alarms of 
numerous nervous individuals in our own country, prompted large 
sacrifices upon evidences of public and corporate indebtedness>in our 
markets, and large purchases of coin for remittance abroad or hoard
ing at home. Taking advantage of these and other circumstances 
tending to an advance of gold, speculators employed all the arts of the 
market to stimulate that tendency and carry it to the highest point. 
This point was reached on the 15th day of October. Gold sold in 
the market at a premium of 37f per cent. 

That this remarkable rise is not due wholly," or even in greatest 
part, to the increase of the currency, is established beyond reasonable 
doubt by considerations now to be stated: 

First, The whole quantity of circulation did not, at the time, greatly, 
if at all, exceed the legitimate demands of payments. On the 1st 
day of November, 1861, the circulation of United States notes, in
cluding credits to disbursing officers and to the Treasurer of the 
United States, was $15,140,000. On the 1st day of November, 1862, 
it was, with like inclusions, $210,104,000. Of corporate notes, on the 
1st of N=pvember, 1861, the circulation in the loyal States was, accord
ing to the best estimates, $130,000,000; on the 1st of November, 1862, 
it was $167,000,000. The coin in circulation, including the coin in 
banks, was probably not less, on the 1st of November, 1861, than 
$'210,000,000. On the 1st of November, 1862, the coin had been 
practically demonetized and withdrawn from use as currency or as a 
basis for currency, and is therefore not estimated. The aggregate 
circulation of the loyal States, therefore, was, at the first date, 
$355,140,000; and at the second, only $377,104,000. . 

Secondly. Th0 whole, or nearly the whole, increase in the volume 
of the currency which has taken place was, it is believed, legiti
mately demanded by the changed condition of the country in the year 
between.the two dates. The activity in business which, ,at the close 
of that year, had taken the place of the general stagnation which 
marked its beginning, and the military and naval preparations and 
movements which had vastly augmented the number and amounts of 
payments to be made in money, have, it is believed, legitimately, 
demanded nearly or quite the whole of it. 

That siich is the case may be reasonably inferred from the fact that 
the prices of many of the most important articles of consumption 
have declined or not materially advanced during the year. Wheat, 
quoted at $1 38 to $1 45 per bushel on the 1st of November, 1861, was 
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quoted at $1 45 to$l 50 on the 1st of November, 1862. Prime mess 
pork, on the iSt of November, 1861, was quoted at $15 to $15 50 per 
barrel, and on the 1st.of November, 1862, at $12 50 to $13. Corn 
sold on the 1st of November, 1861, at 62 to 63 cents per bushel, and 
on the 1st of November, 1862, at 7 r t o 73 cents. A comparison be
tween the prices of hay, beef, and some other staples of domestic 
produce at the two dates, exhibits similar conditions of actual depres
sion in price or moderate rise. 

Thirdly. It is, perhaps, still more conclusive against the theory of 
great redundancy that on the 15th day of October, when the aggre
gate actual circulation,national and corporate, was about $360,000,000, 
the premium on gold was S7f; whereas, on the 29th day of November, 
when the circulation had increased by more than twenty millions, the 
premium on gold was 29 to 30 per cent. 

But if the fact of considerable redundancy in circulation be con
ceded, it by no means follows that it is the circulation of United 
States notes which is redundant. 

It must be remembered that the law confines national payments and 
receipts to coin and notes of the United States. Officers of the treas
ury, officers of the army and navy, all officers of all departments, must 
observe and enforce this law. For all payments to be made in behalf 
of the United States, in case of inability to obtain, coin. United States 
notes must be issued. It is, indeed, the duty of the legislature to see 
that the purchasing power of these notes is kept as nearly as possible 
equal to the purchasing power which gold would have had if specie 
payments had been maintained; but the issue and use of the notes is 
unavoidable, and the government can resort to borrowing only when 
the. issue has become sufficiently large to warrant a just expectation 
that loans of the notes can be had from those who hold or can obtain 
them at rates not less advantageous than those of coin loans before 
suspension. The difficulty which the takers of the recent/loan of 
$13,613,450 found in obtaining United States notes with which to 
meet 'their engagements to the treasury is very instructive on this 
head. It points, indeed, directly to the conclusion that loans of United 
States notes, in sufficient amounts to meet the disbursements of the 
government, could not now be obtained at rates which a due regard 
to the interests of the tax-payers would permit the Secretary to ac
cept. Whatever may be said of the aggregate circulation, it cannot, 
then, be successfully maintained that the circulation of United States 
notes is excessive. When extended to the limits ^authorized by ex
isting laws, it will be no larger than the wants of the people and the 
government imperatively demand. 

If there be a considerable redundancy then; if there be a consid
erable real depreciation of the circulation—which is by no means ad
mitted—what has caused the redundancy and the depreciation ? 

The cause of all that exists is easily found in the statements of 
the banking corporations. The circulation of corporate notes in
creased during the year ending on the 1st of November, 1862, from 
$130,000,000 to $167,000,000. During the same time the volume of 
deposits, which answer very many of the purposes of circulation, had 
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swelled from $264,000,000 to $344,000,000. The greater portion of 
this increase took place v/ithin the last seven months. 

The augmentation of deposits always accompanies increase of cir
culation. Together they stimulate loans, and are, in turn, stimulated 
by the desire of the interest derived from loans. As might have been 
anticipated, loans increased, though not equally, with the circulation 
and deposits. From $607,000,000 on the 1st day of November, 1861, 
they had grown to $677,000,000 on the 1st day of November, 1862. 

Here is an obvious and sufficient explanation of whatever undue 
expansion may have taken place. The Secretary has already ex
pressed the opinion that the circulation is not greatly redundant, and 
that no considerable depreciation of currency has actually occurred. 
He thinks it sufficiently proved, however, that whatever there may 
of either is fairly attributable not to the increase of United States 
notes, but to the increase of bank circulation and deposits. 

It is to be observed that no law compelled andno public necessity 
required any enlargement of the volume of currency by the banks. 
On the contrary, there are, in some of the States, positive enactments 
by whieh the increase of circulation during suspension is prohibited; 
and the principle embodied in them is so obviously just that well-
managed institutions, when obliged to suspend, almost invariably, 
witho-ut the constraint of any law, reduce their circulation instead of 
augmenting it. In obedience to this principle, a reduction of bank 
circulation actually took place after the suspension in December. I t 
was only when United States notes, having been made a legal tender, 
were diverted from their legitimate use as currency and made the 
basis of bank circulation, thai,t the great increase of the latter began. 
It was purely voluntary; prompted, doubtless, by the desire of ex
tending accommodations to business as well as by the expectation of 
profit. No practical limit upon this increase has as yet been pro
posed b}^ the parties interested in it. • 

The Secretary has already shown that the case was far otherwise 
with the circulation of United States notes. A condition had been 
created by the suspension which made loans of coin impossible. 
Loans of corporate notes, objectionable in themselves, were positively 
prohibited by a law not likely to be repealed. The extension of the 
United States note circulation, until sufficient in amount to enable the 
Secretary to obtain it from holders by way of loans, was e'qually inevi
table. A practical limit on its increase is imposed by the judicious 
legislation of Congress, which makes the notes receivable for loans, 
and requires that the interest on bonds for loans shall be paid in coin. 

Under these circumstances, the path of wisdom and duty seems 
very clear. I t leads to the support bf a United States note circula
tion, and to the reduction of the bank note circulation. ' A com
paratively small reduction of the latter will allow ample room for the 
whole increase of the former, authorized by existing laws ; and 
as the reduction proceeds the increase may be extended, never, 
however, passing the point which admits the negotiation of loans 
at reasonable rates; The Secretary has heretofore advised the im
posing of a moderate tax on corporate circulation, and now renews 
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the recommendation as the best means of reduction and gradual sub
stitution. Such a tax involves no hardships. Notes circulating as 
money cost nothing beyond the expense of production and super
vision, and yet form a highly accumulative species of property. The 
necessities of the war have caused the taxation of almost all forms of 
value. Can there be a sound reason for exempting that which costs 
the proprietor least and brings him most? 

It may be properly added that this desirable substitution of a cir
culation, uniform in description and value, for a circulation varying 
widely in both, may, perhaps, be more easily and beneficially effected 
now than at any other time. The circulation of United States notes 
may greatly facilitate the payments to the banks through which their 
own notes must be withdrawn ; and thus, not only protect the com
munity from the inconveniences, but the banks from the losses which 
might otherwise attend reduction. 

It may also be added that when the substitution shall have been 
accomplished, and, perhaps, if circumstances favor, at an earlier 
period, payments in specie of 'United States notes may be resumed 
with less cost and less injury to business than would attend a like 
resumption in payment of corporate notes. With comparatively 
trivial sacrifice, the government can, whenever its expenditures are 
reduced to its revenue, provide, by loan or otherwise, all the coin 
needed to commence and maintain the resumption. 

While the Secretary thus repeats the preference he has heretofore 
expressed for a United States note circulation, even when issued di
rectly by the government, and dependent on the action of the govern
ment for regulation and final redemption, over the note circulation of 
the numerous and variously organized and variously responsible 
banks now existing in the country; and while he now sets forth, 
more fully than- heretofore, the grounds of that preference, he still 
adheres to the opinion expressed in his last report, that a circulation 
furnished by the government, but issued by banking associations,' 
organized under a general act of Congress, is to be preferred to 
either. Such a circulation, uniform in. general characteristics, and 
amply secured as to prompt convertibility by national bonds deposited 
in the treasury, by the associations receiving it, would unite, in his 
judgment, more elements of soundness and utility than can be com
bined in any other. 

A circulation composed exclusively of notes issued directly by the 
government, or of such notes and coin, is recommended mainly by 
two considerations:—the first derived from the facility with which it 
may be provided in emergencies, and the second, from its cheapness. 

The principal objections to such a circulation as a permanent sys
tem are, 1st, the facility of excessive expansion when expenditures 
exceed revenue ; 2d, the danger of lavish and corrupt expendituro, 
stimulated by facility of expansion ; 3d, the danger of fraud in manage
ment and supervision ; 4th, the impossibility of providing it in suffi
cient amounts for the wants of the people whenever expenditures 
are reduced to equality with revenue or below it. 

These objections are all serious. The last requires/,some elucida-
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tion. It will be easily understood, however, if it be considered that 
a government issuing a credit circulation cannot supply, in any given 
period, an amount of currency greater than the excess of its disburse
ments over its receipts. To that amount, it may create a debt 
in small notes, and these notes maybe used as currency. This is 
precisely the way in which the existing currency of United States 
notes is supplied. That portion of the expenditure not met by rev
enue or loans has been met by the issue of these notes. Debt in this 
form has been substituted for various debts in other forms. When
ever, therefore, the country shall be restored to a healthy normal 
condition, and receipts exceed expenditures, the supply of United 
States notes will be arrested, and ^ must progres.sively diminish. 
Whatever demand may be made for their redemption in coin must 
hasten this diminution; and there can be no reissue; for reissue, under 
the conditions, necessarily implies disbursement, and the revenue, 
upon the supposition, supplies more than is needed for that purpose. 
There is, then, no mode in which a currency in United States notes 
can be permanently maintained, excejpt by loans of them, when not 
required for disbursement, on deposits of coin, or pledge of securities, 
or in some other way. This would convert the treasury into a gov
ernment bank, with all its hazards and mischiefs. 

If these reasonings be sound, little room can remain for doubt that 
the evils certain to arise from such a scheme of currency, if adopted 
as a permanent system, greatly overbalance the temporary though 
not inconsiderable advantages offered by it. 

I t remains to be considered what results may be reasonably ex
pected, from an act authorizing the organization of banking associa
tions, such as the Secretary proposed in his last report. 

The central idea of the proposed measure is the establishment of 
one sound, uniform circulation, of equal value throughout the coun
try, upon the foundation of national credit combined with private 
capital. 

Such a currency, it is believed, can be secured through banking 
associations organized under national legislation. 

I t is proposed that these associations be entirely voluntary. Any 
persons, desirous of employing real capital in sufficient amounts, can, 
if the plan be adopted, unite together under proper articles, and, 
having contributed the requisite capital, can invest such part of it, 
not less than a fixed minimum, in United States bonds, and, having 
deposited these bonds with the proper offieer of the United States, 
can receive United States notes in such denominations as may be de
sired, and employ them as money in discounts and exchanges. The 
stockholders of any existing banks can, in like manner, organize under 
the act, and transfer, by such degrees as may be found convenient, 
the capital of the old to the use of the new associations. The notes 
thus put into circulation will be payable, until resumption, in United 
States notes, and, after resumption, in specie, by the association 
which issues them, on demand; and if not.so paid will be redeemable at 
the treasury of the United States from the proceeds of the bonds 
pledged in security. In the practical working of the plan, if sanc-

Ex. Doc. 1 2 
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tipned by Congress, redemption at one or more of tiie great com
mercial centres, will probably be provided for by all the associa
tions wliich circulate the notes, and, in case any assoeiation shall fail 
in such redemption, the treasurer.of the United States will probably, 
under discretionary authority, pay the notes, and cancel the public 
debt held as security. 

I t seems difficult to conceive of a note circulation which will com
bine higher local and general credit than this. After a few years no 
other circulation would be used, nor could the issues of the national 
circulation be easily increased beyond the legitimate demands of 
business. Every dollar of circulation would represent real capital, 
actually invested in national stocks, and the total amount issued could 
always be easily and quickly ascertained from the books of the 
treasury.. These circumstances, if they might not wholly remove 
the temptation to excessive issues, would certainly reduce it to the 
owest point, while the form of the notes, the uniformity of devices, 
the signatures of national officers, and the imprint of the national seal 
authenticating the declaration borne on each that it is secured by 
bonds which represent the faith and capital of the whole country, 
could not fail to make every note as good in any part of the world ks 
the best known and best esteemed national securities. 

The Secretary has already mentioned the support to public credit 
which may be expected from the proposed associations. The im
portance of this point may excuse some additional observations. 

The organization proposed, if sanctioned by Congress, would re
quire within a very few years, for deposit as security for circulation, 
bonds of the United States to an amount not less than $250,000,000. 
It may well be expected, indeed, since the circulation, by uniformity 
in credit and value, and capacity of quick and cheap transportation, 
will be likely to be used more extensively than any hitherto is
sued, that the demand for bonds will overpass this limit. .Should 
Congress see fit to restrict the privilege of deposit to the bonds 
known as five-twenties, authorized b y t h e act of last session, the 
demand w^ould promptly absorb all of that description already issued 
and make large room for more. A steady market for the bonds would 
thus be established and the negotiation of them greatly facilitated. 

But it is not in immediate results that the value of this support would 
be only or chiefly seen. There are always holders who desire to sell 
securities of whatever kind. If buyers are few or uncertain, the 
market value must decline. But the plan proposed would create a 
constant demand, equalling and often exceeding the supply. Thus a 
steady uniformity in price would be maintained, and generally at a 
rate somewhat above those of bonds of equal credit but not available 
to banking associations. It is not. easy to appreciate the full benefits 
of such conditions to a government obliged to borrow. 

Another advantage to be derived from such associations would be 
found in the convenient agencies which they would furnish for the 
deposit of public moneys. \ , 

The Secretary does not propose to interfere with the independent 
treasury. It may be advantageously retained, with the assistant 
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treasurers already established in the most important cities, where the 
customs may be collected as now, in coin or treasury notes issued di
rectly by the government, but not furnished to banking associations. 

But whatever the advantages of such arrangements in the commercial 
cities in relation to customs, it seems clear that the secured national cir
culation furnished to the banking associations should be received every
where for all other dues than customs, and that these associations will 
constitute the best and safest depositaries of the revenues derived 
from such receipts. The convenience and utility to the government 
of their employment in this capacity, and often, also, as agents for 
pa3^ments and as distributers of stamps, need no demonstration. The 
necessity for some other depositaries than surveyors of ports, receivers^ 
postmasters, and other officers, of whose responsibility and fitness, 
in many cases, nothing satisfactory can be known, is acknowledged 
by the provision for selection by the Secretary contained in the inter
nal revenue act; and it seems very clear that the public interest will 
be secured far more certainly by the organization and employment of 
associations organized as proposed than by any official selection. 
. Another and very important advantage of the proposed plan has 
already been adverted to. It will reconcile, as far as practicable, 
the interests of existing institutions with those of the whole people.^ 

All changes, however important, should be introduced with caution, 
and proceeded in with careful regard to every affected interest. 
Rash innovation is not less dangerous than stupefied inaction. The 
time has come when â circulation of United States notes, in some 
form, must be employed. The people demand uniformity in cur
rency, arid claim, at least, part of the benefit of debt without interest,. 
made into money, hitherto enjoyed exclusivel}^ by the banks. These 
demands are just and must be respected. But there need be no 
sudden change; there need be no hurtful interference with existing 
interests. As yet the United States note circulation hardly fills the 
vacuum caused by the temporary withdrawal of coin; it does not, per
haps, fully meet the demand for increased circulation created by 
the increased number, variety, and activity of payments in money. 
There is opportunity, therefore, for the wise and beneficial regu
lation of its substitution for other circulation. The mode of subr 
stitution, also, may be judiciously adapted to actual circumstances. 
The plan suggested consults both purposes. It contemplates gradual 
withdrawal of bank note circulation, and proposes a United States 
note circulation, furnished to banking associations, in the advantages 
of which they may participate in full proportion to the care and 
responsibility assumed and the services performed by ^them. The 
•promptitude and zeal with which many of the existing institutions 
came to the financial support of the government in the dark days 
which followed the outbreak of the rebellion is not forgotten. They 
ventured largely, and boldly, and patriotically on the side of the 
Union and the constitutional supremacy of the nation over States; and 
citizens. I t does not at all detract from the merit of the act that the 
losses, which they feared but unhesitatingly risked, were transmuted 
into unexpected gains. It is a solid recommendation of the suggested 
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plan that it offers the opportunity to these and kindred institutions 
to reorganize, continue their business under the proposed act, and 
with little loss and much advantage, participate in maintaining the 
new and uniform national currenc}^ 

The proposed plan is recommended, finally, by the firm anchorage 
it will supply to the union of the States. Every banking" association 
whose bonds are deposited in the treasury of the Union ; every indi
vidual who holds a dollar of the circulation secured by such deposit; 
every merchant, every manufacturer, every farmer, every mechanic, 
interested in transactions dependent for success on the credit of that 
circulation, will feel as an injury every attempt to rend the national 
unity, with tbe permanence and stability of which all their interests 
are so closely and vitally connected. Had the system been possible, 
and had it actually existed two years ago, can it be doubted that the 
national interests and sentiments enlisted by it for the Union would 
have so strengthened the motives for adhesion derived frô m other 
sources that the wild treason of secession would have been impos
sible? 

The Secretary does not yield to the phantasy that taxation is a 
blessing and debt a benefit ; but i t . is the duty of public men to ex
tract good from evil whenever it is possible. The burdens of taxa
tion may be lightened and even made productive of incidental benefits 
by wise, and aggravated and made intolerable by unwise, legislation. 
In like manner debt, by no means desirable in itself, may, when cir
cumstances compel nations to incur its obligations, be made by discreet 

, use less burdensome, and even instrumental in the promotion of pub
lic and private security and welfare. 

The rebellion has brought a great debt upon us. It is proposed to 
use a part of it in such a way that the sense of its burden may be 
lost in the experience of incidental advantages. The issue of United 
States notes is such a use; but if exclusive, is hazardous and tem
porary. The security J)y national bonds of similar notes furnished to 
banking associations is such a use, and is comparatively safe and per
manent; and with this use maybe connected, for. the present, and 
occasionally, as circumstances may require, hereafter, the use of 
the ordinary United States notes in limited amounts.. 

No very early day will probably witness the reduction of the public 
debt to the amount required as a basis for secured circulation. Should 
no future'wars arrest reduction and again demand expenditures beyond 
revenue, that day will, however,, at length come. When it shall arrive, 
the debt may be retained on low interest at that amount, or some 
other security for circulation may be devised, or, possibly, the vast 
supplies of our rich mines may render all circulation unadvisable 
except gold and the absolute representatives and equivalents, dollar 
for dollar, of gold in the treasury or on safe deposit elsewhere. But 
these considerations may be for another generation. 

The Secretary forbears extended argument on the constitutionality 
of the suggested system. It is proposed as an auxiliary to the power 
to borrow money; as an agency of the power to collect and disburse 
taxes; and as an exercise of the power to regulate commerce, and of 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1862



REPORT ON THE FINANCES. 2 1 

the power to regulate the value of coin. Of the two first sources of 
power nothing need be said. The argument relating to them was. 
long since exhausted and is well known. Of the other two there is 
not room nor does it seein needful to say much. If Congress can 
prescribe the structure, equipment, and management of vessels to 
navigate rivers flowing between or through different States as a 
regulation of commerce. Congress may-assuredly determine what 
currency shall be employed in the interchange of their commodities, 
which is the very essence of commerce. Statesmen who have agreed 
in little else have concurred in the opinion that the power to regu
late coin is, in substance and effect, a power to regulate currency, 
and that the framers of the Constitution so intended. 4 t may well 
enough be admitted that while Congress confines its regulation to 
weight, fineness, shape, and device, banks and individuals may issue 
notes for currency in competition with coin. But it is difficult te 
conceive by what process of logic the unquestioned power to regulate 
coin can be separated from the power to maintain or restore its cir
culation, by excluding from currency all private or corporate substi
tutes which affect its value, whenever Congress shall see fit to 
exercise that power for that purpose. 
' The recommendations, now submitted, of the limited issue of United 
States notes as a wise expedient for the present time, and as an oc
casional expedient in future times, and of the organization of banking 
associations to supply circulation secured by national bonds and con
vertible always into United States notes, and after resumption of 
specie payments, into eoin, are prompted by no favor to excessive 
issues of any description of credit money. 

On the contrary, it is the Secretary's firm belief that by no other 
path can the resumption of specie payments be so surely reached 
and so certainly maintained. United States notes receivable for 
bonds bearing a secure specie interest are next best to notes con
vertible into coin. The circulation of banking associations organized 
under a general act of Congress, secured by such bonds, can be most 
surely and safely maintained at the point of certain convertibility into 
coin. If, temporarily, these associations redeem their issues with 
United States notes, resumption of specie payments will not. thereby 
be delayed or endangered, but hastened and secured; for, just as soon 
as victory shall restore peace, the ample revenue, already secured by 
wise legislation, will enable the government, through advantageous 
purchases of specie, to replace at once large amounts, and, at no dis
tant day, the whole, of this circulation by coin, without detriment to 
any interest, but, on the contrary, with great and manifest benefit to 
allinterests. 

The Secretary recommends, therefore, no mere paper money 
scheme, but, on the contrary, a series of measures looking to a safe 
and gradual return to gold and silver as the only permanent basis, 
standard, and measure of values recognized by the Constitution—• 
between which and an irredeemable paper currency, as he believes, . 
the choice is now to be made. 

No country possesses the true elements of a higher credit—no 
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countiy, in ordinary times, can maintain a higher standard of cur
rency and payment than the United States. 

The government is less costly than that of most other great 
powers. The expenditures of the current fiscal year, excluding those 
of the War and Navy Departments, can hardly equal those of the 
last year, which amounted to $24,511,476 66. Estimating those of 
these departments at double the expenditures of the last year before 
tho, rebellion, they would for the current year, had the war ended 
before last midsummer as was anticipated at the date of the last 
report, amount to the sum of $55,845,834 48. The interest on. the 
public debt is for the current year estimated at $25,041,532 07, and 
will not probabl}^ go over that sum. The whole expenditures of the 
government for the current year, on the supposition of peace, would, 
therefore, not exceed $105,371,843 21. This aggregate must be 
increased hereafter by the addition of interest on the loans of the 
current and future years and by pensions, the precise amount of 
which cannot be foreseen. Estimate the former at fifty, and the latter 
at ten millions a year, and the total annual expenditures in peace will 
reach, omitting fractions, to $165,000,000. The expenditures of Great 
Britain during the year ending March 31, 1862, were $364,436,682; 
those of France for 1862, according to French official estimates, will 
reach $421,823,900, and the annual expenses of Russia, according to 
the best accessible information, do not fall short of $230,000,000. 

^To meet our annual expenditures, and to assure beyond contingency 
the punctual discharge of the interest of the public debt, and the 
creation of a sinking fund for its reduction. Congress has provided 
a revenue from customs even now reaching nearly seventy millions 
a year, and a. revenue from internal duties which will not probably 
fall short of one hundred and. fifty millions a year. 

Without reckoning any other resources 4han those already pro
vided, the revenue, therefore, will annually exceed the expenditures 
b}'- fifty-five millions, which sum may be used for the reduction of the 
public debt. If, then, the war shall be continued, contrary to hope 
and expectation, to midsummer of 1864, and- the public debt shall 
reach the utmost limit now anticipated of seventeen hundred and 
fifty millions of dollars, the excess of revenue will reduce that debt, 
during the first year of peace, more than three per cent. 

But the American republic possesses immense resources which 
have not yet been called into contribution. The gold-bearing region 
of the United States stretches through near eighteen degrees of lati
tude, from British Columbia on the north to Mexico on the south, and 
through more than tw^enty degrees of longitude, from the eastern 
declivities of the Rocky mountains to the Pacific ocean. It includes 
two States, California and Oregon; four entire Territories, Utah, 
Nevada, New Mexico, and Washington; and parts of three other Ter
ritories, Colorado, Nebraska, and Dakota. It forms an area of more 
than a million of square miles, the whole of which, with comparatively 
insignificant exceptions, is the property of the nation. I t is rich not 
only in gold, but in silver, copper, iron, lead, and many other valu-
ble minerals. Its product of gold and silver during the current year 
will not probably fall very much, if at all, short of 1100,000,000; and 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1862



REPORT ON THE FINANCES. 2 3 

it must long continue gradually, yet rapidly, to increase. If this 
product be subjected to a reasonable seignorage, as suggested by 
some, or if. as suggested by others, the mineral lands be subdivided 
and sold in convenient parcels, with proper reservations in favor of 
the miners now in occupation of particular localities, a very con
siderable revenue may, doubtless, be obtained' from this region 
without hardship to the actual settlers and occupiers. 

And there are other mines than those of gold or silver, or copper 
or iron, in the wide territory which includes the public lands of the 
Uniteid States. Every acre of the fertile soil is a mine which only 
waits for the contact of labor to yield its treasures; and every acre is 
opened to that fruitful contact by the Homestead Act. When the 
opportunities thus offered to industry shall be understood by the 
working millions of Europe, it cannot be doubted that great ntmbers 
will seek American homes, in order to avail themselves of the great 
advantages tendered to their acceptance by American law. Every 
working man who comes betters the condition of the nation as well 
as his own. He adds in many ways, seen and unseen, to its wealth, 
its intelligence, and its power. It is difficult to estimate the contri
bution which immigration, properly encouraged by legislation and 
administration, will make to revenue; but, directly and indirectly, it 
cannot be reckoned as less than that which may be expected from the 
metallic products of the gold-bearing region. 

With such resources a t the disposal of the republic, no one need be 
alarmed lest the United States may become unable to pay the interest 
on its debt, or to reduce the principal to whatever point the public 
interest may indicate. The republic is passing through the pangs of 
a new birth to a nobler and higher life. Twice already she has paid 
off' a national debt contracted for the defence of her rights; the obli
gations of that which she now incurs for the preservation of her 
existence will be not less sacredly fulfilled. 

But while resources are thus ample, it is not the less the dictate of 
prudence and of good faith to a generous people that the greatest 
pains should be taken to reduce the public burdens to the lowest 
point compatible' with justice to honest public creditors. Prodigality 
may exhaust the amplest resources and impair the firmest credit. 
To retrench superfluity; to economize expenditures; to adjust accu
rately measures to objects; to infuse resolute vigor and a just sense 
of responsibility into every department of public activity are not 
less important to cre.dit and revenue than to general success in ad
ministration. 

I t has been alread}^ stated that the amount to be provided, beyond 
resources available under existing laws, is, for the current year, 
$276,912,517 66, and for the ensuing year, $627,388,183 56. 

To provide these amounts loans in some form must be negotiated. 
The Secretary has already expressed the opinion, with great defer

ence to the superior wisdom of Congress, that it will be unwise, un
less conditions greatly change,, to authorize the increase of United 
States notes beyond the limit now fixed by law. Should any vacuum 
be created by the withdrawal of bank note circulation, that vacuum 
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should, doubtless, be filled by United States notes. Should Con
gress adopt the measures proposed by the Secretary, it is not improb
able that an additional issue of fifty millions may be required for that 
purpose within the year, and an equal additional issue during the fol
lowing year. And it may well be hoped that military successes, re
establishing the-.authority of. the United States in large districts of 
the insurgent region, will call for further issues to supply the place of 
the worthless currenc}'' which the rebellion has forced upon the peo
ple. Should it be deemed expedient to invest the Secretary with 
any discretionary power, in view of these contingencies, it should be 
so limited as to allow no increase of aggregate circulation beyond 
the clear demands of real business. 

A considerable additional sum may probably be obtained by remov
ing the limit on temporary deposits. The. ainount of these deposits 
has steadily increased, notwithstanding large repayments to depo
sitors. The treasury of the government has been made the savings 
bank of the people. Should the restriction be removed, there is 
reason to believe that twenty-five millions may be received beyond 
the maximum now fixed, during the year. 

But the chief reliance, and the safest, must be upon loans. With
out any issues of United States notes beyond the amount now author
ized-, it seems certain that loans for the whole amount required for the 
current year can be readily obtained at fair ra tes ; and it may be 
confidently hoped that before its close the resources of the country 
will be so well understood, and the restoration of its territorial in
tegrity so well assured, that capitalists will not hesitate to supply 
whatever may be needed for the subsequent year. 

But in order to the advantageous negotiation of loans the action 
of Congress is necessary. 

As an important element of. facility in negotiation, the plan for 
banking associations has been already considered. Little direct aid 
is, however, to be expected from this plan during the present, nor 
very much, perhaps, during the next year. The operation of asso
ciations organized under it must, at first, be restricted mainly to 
investing United States notes in bonds; issuing a circulation based 
on these bonds; and transacting ordinary business. As the notes 
received for the bonds cannot be reissued without injurious inflation 
of the circulation, they must necessarily be withdrawn and cancelled. 
The aggregate circulation of government United States notes with
drawn will be replaced by the amount of national circulation furnished 
to the associations. The immediate advantage to the government 
will be found in the market created for bonds, and the support thereby 
given to the national credit. The more general advantages which 
have been described must attend the gradual organization of banking 
associations, and will only be fully apparent when the national circu
lation furnished to them shall become the established and sole note 
circulation of the country. 

Other legislation is therefore needed. 
The actof last session authorized the Secretary to issue bonds of 

the United States, already often mentioned as five-twentieSj to the • 
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amount of five hundred millions of dollars, and to dispose of them 
for coin or United States notes at the market value thereof. In the 
same act authority was given to issue $150,000,000 in United States 
notes, which authority was afterwards enlarged to $250,000,000; and 
it was provided that any holder of such notes to the amount of fifty 
dollars, or any multiple of fifty, might exchange them for five-twenty 
bonds, at par. 

The effect of these provisions was to make negotiations of conside
rable amounts impossible ; for considerable amounts are seldom taken, 
except with a view to resales at a profit, and resales at any profit are 
impossible under the law. Negotiations below market value are not. 
allowed, and if not allowed the taker of the bonds can expect no ad
vance, unless a niarket value considerably below par shall become 
established. The act makes advance above par impossible, by au
thorizing conversion of United States notes into bonds at that rate. 

The Secretary respectfully recommends the repeal of both these 
provisions. The first imposes, it is believed, a restriction which 
Congress did not intend; and the second has been followed by the 
inconveniences which were feared, rather than by the benefits which 
were expected. Convertibility by exchange at will is of little or no 
advantage to the holder of the notes; for the clauses which secure 
their receivability for all loans make them practically convertible. 
Whenever the volume of notes reaches a point at which loans can be 
effected at rates fair to the country and desirable to takers, loans will, 
of course, be made, and ample opportunities for conversion offered. 

Should Congress, however, be of opinion that these clauses should 
be retained, it wdll be necessary to provide for other, loans, at rates 
more favorable to the takers than convertibility into five-twenties. 
This can be done either by authorizing bonds at longer time, or by-
increasing the rates of interest offered. 

The Secretary cannot recommend either course except as an alter
native to no provision at all. 

As such an alternative he would prefer the issue of 7.30 three 
years bonds, convertible into five-twenty sixes at or before maturity, 
and of smaller notes bearing an interest of 3.65 per cent., as proposed 
in his first report. 

A discretionary power may, perhaps, be advantageously conferred 
on the Secretary, to be exercised as exigencies may require or allow. 
He does not covet the responsibilities belonging to such a power, but 
would not shrink from such exercise of it as, in his best judgment, 
the public good would require. He believes it, however, to be un
necessary. He believes tha t the time and rate of the five-twenty loan 
authorized were judiciously determined, and he believes that if the 
suggested changes are made in the law, the needed supplies can be 
obtained through these loans. No prudent legislator, at a time when 
the gold in the world is increasing by a hundred millions a year, and 
interest must necessarily and soon decline, will consent to impose on 
the labor and business of the people a fixed interest of six per cent 
on a great .debt, for twenty years, unless the necessity is far more 
urgent than is now believed to.exist. The country has already wit-
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ness-ed the results of such measures in the payment, in 1856, of more 
than lour and a half millions of dollars for the privilege of paying a 
debt of less than forty-one millions, some twelve years, averaged time, 
before it became due. 

The general views of the Secretary may therefore be thus briefly 
summed.-

He recommends that whatever amounts maybe needed beyond the 
sums supplied by revenue and through other indicated modes be 
obtained by loans, without increasing the issue of United States notes 
beyond the amount fixed by law, unless a clear public exigency shall 
demand it. He recommends, also, the organization of banking asso
ciations for the irnprovement of the public credit and for the supply 
to the people of a safe and uniform currency. And he recommends 
no change in the law providing for the negotiation of bonds except 
the necessary increase of amount and the repeal of the absolute re
striction to market value and of the clauses authorizing converti- • 
bility at will. 

If Congress shall concur in these views, the Secretary, though 
conscious of the great difficulties which vast, sudden, and protracted 
expenditures impose on him, ventures to hope that he may still be 
able to maintain the public credit and provide for the public wants. 

The report of the director of the mint contains the usual informa
tion relative to the coinage for the past year, and makes several sug
gestions, to which I respectfully invite your attention. 

The net amount of bullion received was $45,423,231 01. The 
amount coined was: of gold coins, $45,532,386 50 ; of silver coins; 
$2,812,401 50; of cent coins, $116,000 ; of gold bars, $16,144,190 05; 
and of silverbars, $418,680 01; makingatotal coinage of $65,023,658 06. 

Of the bullion deposited, $26,188,863 87 was received at the assay 
office in New York. Of the gold-bars $16,094,768 44, and of silver 
bars $415,633 57, in value, were stamped at the same office. 

At the branch mint in San Francisco the gold deposits w^ere 
$16,136,622 96, and the silver deposits and purchases $749,114 14, 
in value. The value of the gold coined was $15,545,000; of silver 
coined, $641,700 ; and of silver bars, $1,278 65. • 

Soon after the authority of the Union was re-established at New 
Orleans a special agent was appointed to examine the condition of 
the branch mint in that city, and its machinery. The machinery 
proved to have been greatlj?- injured, and portions of it were found 
distributed and secreted in various parts of the city. The portions 
were collected and replaced in the mint, and the necessary repairs 
are in progress. The operations bf the branch mint, however, have 
not been, and for the present, at least, will not be, resumed. 

By the act of April 24, last, a branch mint was directed to be 
established at Denver, in the Territory of Colorado, and an appro
priation of $75,000 was made to carry the act into effect. A mint 
had already been established there by individuals engaged in assay
ing and stamping, on private account, the bullion produced in that 
region. A commission was appointed to ascertain and report as to 
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the value of this. establishment and the comparatis^e expediency of 
purchasing it or erecting a new one; and, upon their recommendation, 
the existing mint, with all its apparatus, was purchased for $25,000. 

The Secretary respectfully commends to the consideration of Con
gress the expediency of establishing an assay office or branch mint 
at some convenient point in Nevada Territory. 

. In his last report the Secretary took occasion to invite the atten
tion of Congress to the importance of. uniform weights, measures, 
and coins, and to the worth of the decimal system in the commerce 
of the world. He now ventures to suggest that the present demoneti
zation of gold may well be availed of for the purpose of taking one 
considerable step towards these great ends. If the half eagle of the 
Union be mcide of equal weight and fineness with the gold sovereign 
of Great Britain, no sensible injury could possibly arise^ from the 
change; while, on the resumption of specie payments, its great ad-
Vantages would be felt in the equalization of exchange and the con
venience of commerce. This act of the United States, moreover, , 
might be followed by the adoption by Great Britain of the federal 
decimal divisions of the coin, and thus a most important advance 
might be secured towards an international coinage, with values 
decimally expressed. 

Under the provisions of the several acts of "Congress relative to 
trade and commerce between the loyal States and those States and 
parts of States declared to be in insurrection, general regulations 
have been issued prescribing the conditions under which that trade 
and commerce, to a limited extent, may be conducted. This trade 
has been authorized only with sections of the country in which, since 
the proclamation of the President, the authority of the government 
has been re-established by military occupancy. No licenses or per
mits have been granted for commerce with inhabitants of insurrec
tionary districts beyond the limits of such occupancy. Under the 
provisions of the fifth section of the act of July 13, 1861, special 
agents have been appointed whose cduty has been to carry out the 
authorized instructions of the department, and it is anticipated that 
the expenses of their agency will be defrayed from moderate charges 
for permits granted under their supervision. 

The collection of cotton, rice, and other abandoned property, and 
the superintendence of laborers and plantations which, at the date 
of my last report, was committed to agents of this department, has 
since been transferred, as more properlv belonging to his depart
ment, to the control of the Secretary of War. 

The report of the Solicitor of the Treasury, and the suggestions 
made by him,, are entitled to consideration. 

During the last session the Secretary had the honor of transmit
ting the draft of a bill for the detection and prevention of fraud
ulent entries at the custom-houses, and he adheres to the opinion 
that the provisions therein embodied are necessary for the protection' 
of the revenue. That invoices representing fraudulent valuations of 
merchandise are daily presented at the custom-houses is well known, 
and for the past year^the collector, naval officer, and surveyor of New 
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York have entertained suspicions that fraudulent collusions with 
some of the customs-officers existed. Measures were taken by 
them to ascertain whether these suspicions were well founded. By 
persistent vigilance facts were developed which have led to the 
arrest of several parties and the discovery that a system of fraud 
has been successfully carried on for a series of years. These investi
gations are now being prosecuted under the immediate direction of 
the Solicitor of the Treasury for the purpose of ascertaining the extent 
of those frauds and bringing the guilty parties to punishment. I t is 
believed that the enactment at the last session of the bill referred to 
would, have arrested, and that its enactment now will prevent here
after, the frauds hitherto successfully practiced. 

The increased and increasing labors and responsibilities devolved 
upon the collector at New York suggest the expediency of appoint
ing an additional officer at that port, to be denominated the assistant 
collector and authorized to act for the collector, during his necessary 
absence, and to perform such other duties as may be prescribed or 
approved by the Secretary of the Treasury. Proyision should be 
made that his authentication of any lawful document shall entitle it 
to the same effect in the courts and elsewhere as the signature of the 
collector, and that his acts shall not impair the responsibility of the 
collector or of his sureties, to the government. . 

The Exchange building in the city of New York, leased for three 
years for use as a custom-house, has been altered, and for some time 
partially occupied. The complete removal to it of the customs-officers 
will soon be accomplished. The whole of the old custom-house 
building will be required by the assistant treasurer; and it will be 
necessaiy, therefore, either to purchase the rented building or to 
erect another for custom-house purposes. I t is believed that it would 
be impossible to purchase an equally eligible site and erect an equally 
suitable edifice for the price fixed in the lease of the Exchange; and 
it is therefore recommended that the option to purchase at that price 
be availed of. 

The administration of the hospital fund has been looked to with 
great care, and the expense of its distribution, it is believed, reduced 
to the most economical point. As has been before reported, the 
number of hospitals is in. excess of the legitimate requirements df 
the seamen, and the Secretary repeats his recommendation of De
cember last, that those least advantageously situated be disposed of 
on the most favorable terms. During the past year all the hospitals 
under the control of this department have, in whole or in part, been 
placed at the disposal of the War Department for the use of sick and 
disabled soldiers. This use, not originally contemplated, has.been 
most opportune and beneficial. 

Under the act authorizing payments in stamps an arrangement was 
made with the Postmaster General for a supply of postage stamps to 
be distributed, for use in such.payments. I t was soon discovered, 
however, that stamps prepared for postage uses were not adapted to 
the purposes of currency. Small notes of equal amounts were there
fore substituted, and the Secretary assumed the charge of prepara
tion and distribution. With utmost efforts it was found impossible to 
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keep pace with the public demand for this currency; and, although 
the daily issue has been rapidly increased to $100,000 and is being 
extended as fast as practicable to twice that amount, the supply is 
yet largely deficient. The whole demand, however, will be fully met 
as soon as possible. 

With a view to test the practicability and economy of engraving 
and printing United States notes at the department under the act of 
July 11, 1861, the Secretary has contracted for paper, and has au
thorized the preparation of small notes as substitutes for revenue 
stamps, substantially like the small notes now substituted for postage 
stamps, and indulges the hope that results will commend his action to 
the approval of Congress, and t ha t t he necessary modification of the 
provisions relating to stamps and engraving will receive its sanction. 

Some difficulties have been encountered in the practical execution 
of the act of last session, directing the monthly instead of quarterly 
rendition of disbursing officers' accounts, and their direct transmis
sion to the accounting officers of the treasury, without preliminary 
examination bythe chiefs of the administrative bureaus; and these dif
ficulties, though not insuperable, may require some further legislation 
for their removal. But the reform sought by the act is important, 
and the purpose of accomplishing it should not be relinquished. 

Statements in detail of the operations of the department will 
be found in the reports of the heads of the several bureaus, to 
whom the Secretary gladly acknowledges his obligations for most 
faithful and assiduous labors, by which the multiform business under 
his general charge, increased tenfold in consequence of the insurrec
tion, has been carried on with a degree of success hardly believed 
to be attainable. The unprecedented increase in the volume and 
variety of accounts must necessarily require naore clerical force and 
more room in order to the prompt settlement indispensably necessary 
to the protection of honest creditors, and to the security of the .gov
ernment from fraud. These great objects, it is believed, may also 
be promoted by a modification of the existing arrangement of the 
bureaus, so as to bring all the accounts of each department into one 
bureau instead of dividing them between several, as is now directed. 

The Bureau of Internal Revenue has been organized under the act 
of last session, and is now actually engajged in the labors assigned to 
it. Collectors and assessors have been appointed in all the districts 
of the loyal States', and the revenue from the duties imposed by the 
law is steadily and rapidly increasing. In the absence of any statu
tory directions, he has assigned the settlement of the accounts of the 
bureau to the Fifth Auditor and First Comptroller. 

The Secretary invites particular attention to the remarks of the 
Third Auditor relative to payments for property lost or destroyed in 
the military service. He also respectfully suggests that authority be 
given to the Secretary to appoint commissioners to examine and 
audit the claims of the several States now referred to that office for 
settlement. 

The favorable consideration of Congress is respectfully invited to 
the requests of the Treasurer and of the Register of the Treasury 
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for the appointment of a deputy in each of their bureaus. Of the 
necessity for such appointments no doubt is entertained. 

The action of the supervising inspectors pf steamboats, collectively 
as a board, and individually in their respective districts, merits the. 
approval of Congress. Their-report, to which the Secretary invites 
attention, gives evidence of the value of their labors, while the com
parative immunity from accidents, secured by their vigilance attests 
the wisdom of the act under which their work is prosecuted. 

The regulations directing the examination of applicants for ap
pointment in the revenue cutter service, and making certificates of 
competency from the board of examiners xjre-requisites to commis
sions, tend manifestly to the improvement of the service, and will 
be adhered to. This service has become an essential arm of tho de
partment in the execution of the laws. Its highest vigor and activity 
will especially be demanded so long as the present high rates of duty 
shall be required by the exigencies of the country. The Secretary 
hopes to be able to place it on a footing of the utmost efficiency, 
without permitting its cost to exceed appropriations already made. 
The great, demand by other departments for shipwrights and ma
chinery has not, as yet, permitted advantageous contracts for the ad
ditional revenue steamers authorized by Congress. Careful specifi
cations, however, have been prepared, and the work will be pro
ceeded with as soon as practicable. 

Full details of the operations of the Coast Survey will appear in 
the report of the Superintendent. -

The services by which its great value was strikingly illustrated 
during the earlier months of the rebellion have been continued with 
undiminished zeal and fidelity to the present time, and its general 
work has been prosecuted with as much activity and success as the 
peculiar demands made upon it by the circumstances of the country 
would allow. 

Within the year 43,000 copies of maps and charts have been fur
nished for naval vessels, and 2,000 to captains and pilots of govern
ment transports on their personal application. 

Its accustomed vigilant superintendence has been exercised by the 
Light-house Board over the light-houses, light-ships, beacons, and 
buoys on the northern and Pacific coasts, and especial attention has 
been directed to the restoration of those destroyed by the rebel ene
mies of the country. Numerous lights and beacons have been re
established on the coast of the insurgent region, and the re-establish
ment of others will keep pace with the progress of the fleets and 
armies of the republic. A confident expectation is indulged that 
along the whole coast will soon shine the old unbroken chain of lights 
for the guidance of the mariner and the security of commerce. 

All which the Secretary most respectfully submits to the indulgent 
consideration of Congress. 

S. P. CHASE, 
Secretary of the Treasury 

Hon. H. HAMLIN, ^ 
Vice President of the United States and 

President of the Senate* 
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REPORT 

THE SECRETARY OF THE TREASURY. 

In submitting to the consideration of Congress the report on the state of the 
finances, required of him by law at the commencement of each session, the 
Secretary of the Treasury has much satisfaction in being able to say, in general, 
that the operations of the department intrusted to his charge liave been attended, 
during the last fiscal year, by a 
to anticipate at its beginning. 

At the beginning of that 

fgreaTfer^^meEsure-of^ccess than he ventured 

easury had indeed been 
discharged, and there remained a balance to the credit of the Treasurer of 
$13,043,546 81. But the large disbursements, constantly demanded by military 
and naval operations, reduced, by comparison, this seemingly considerable bal
ance to almost inconsiderable proportions^^ and the practical operations of the , 
restrictive provisions of the acts authori^^^ffiie negotiation of the bonds known 
as five-twenties, the most important.-^H^cts not already fully availed of, 
made new negotiations for adequate anSRits and on admissible terms quite im
practicable. The reverses which l ^ e l our arms in June, July, and August, 
increased the difficulties of the s ^ ^ ^ n , so that, though the Secretary was 
enabled under existing legislation ^^-ovide largely for the increasing disburse
ments, there remained necessarily unpaid, on the first day of the last session of 
Congress, requisitions on the treasury, chiefly from the War and Navy Depart
ments, amounting in the aggregate to the sum of $46,394,875 80. 

To provide for these requisitions and for current demands. Congress, on the 
17th of January, 1863, authorized an additional issue of United States notes 
to the amount of one hundred millions of dollars; but did not reach any definite 
conclusions in regard to loans in time to imbody them in an act before the day 
on which the session-closed. 

On that day, March 3, 1863, the act to provide ways and means for the sup
port of the government received the approval of the President, and became 
law. In addition to various provisions for loans, it contained clauses repealing 
the restrictions affecting the negotiation of the five-twenties, and thus disen
gaged that important loan from the embarrassments which had previously ren
dered it almost unavailable. 

A week earlier, on the 25th of February, an act, even more important to 
the credit of the government—the act to provide a national currency through a 
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national banldng system—bad received the sanction of Congress and the Presi
dent. The salutary effects of these two great acts were soon conspicuous. 

Notwithstanding the aid afforded by the additional issue of the United States 
notes, under the joint resolution of January, the Secretary had found it impossi
ble to prevent a gradual increase, during the session of Congress, in the amount 
of unpaid requisitions. Those which were unsatisfied at the beginning of the 
session were indeed discharged, and large sums were applied to new demands 
for current disbursements. But the aggregate of disbursements, remaining neces
sarily unpaid, increased steadily, notwithstanding all efforts to prevent it, until 
it reached, at the close of the session, the sum of $72,171,189 .41. 

The loan act and the national banking act were followed by an immediate 
revival of public credit. Success quite beyond anticipation crowned the efforts 
of the Secretary to distribute the five-twenty loan in all parts of the country, as 
well as every other measure adopted by him for replenishing the treasury. The 
result was, that within two months after the adjournment of Congress the whole 
mass of suspended requisitions had been satisfied, all current demands promptly 
met, and full provision made for the pay of the army and navy. During the. 
remainder of the fiscal year no embarrassments attended the administration of 
the finances except those which are inseparable from vast expenditures. Not
withstanding these expenditures, it is gratifying to be able to state that during 
the last year the total of disbursements did not greatly exceed, while the increase 
of the public debt did not equal, the estimates submitted to Congress by the 
Secretary at the last session. Thus, while it was theii estimated that the public 
debt on the 30th of June, 1863, wmiM reach the sum of $1,122,297,403 24, 
its actual amount on that day ^^^^&i098/793,181 ^J7^; |and while the dis
bursements for the year were e s t i i n S ^ ^ t $693,346,321 48, the real total was 
$714,709,995 58. ^ 

The aggregate receipts from all sourcQ^|Mi£luding the balance from the pre
ceding year, as shown by the books of t h ^ ^ ^ s u r y , were, during the last fiscal 
year, $901,125,674 86, and the aggregaf^isbursements $895,796,630 65 ; 
leaving a balance on the 30th of June, 1863, of $5,329,044 21. But sums 
borro^ved during the year, and applied during the same time in payment of 
debts, affect only nominally the total of receipts and of disbursements. The 
sums thus borrowed and applied during^ the last fiscal year amounted to " 
$181,086,635 07. This aggregate, therefore, should be deducted from both 
sides of the statement, making the true amount of receipts, including balance from 
last year,$720,039,039 79,andthetrueamountof disbursements$714,709,995 58. 
The balance, of course, remains the same. 

I t is gratifying, also, to be able to state, that while debts did not reach the amount 
anticipated, the receipts from all sources of income, except internal revenue, ex
ceeded the estimates. Thus thereceipts from customs, estimated at $68,041,736 59, 
were actually $69,059,642 40; from lands, estimated at $88,724 16, were 
$167,617 17; and from miscellaneous sources, estimated at $2,244,316 32, were 
^3,046,615 35. Direct tax receipts were estimated at $11,620,717 99, and this 
amount, or nearly this amount, has been received in the form of payments for 
aiilitary supplies and services by the States, for which they arc entitled to 
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credit beyond their several proportions of the tax. In consequence, however, 
of incomplete settlements, only the sum of $1,485,103 61 appears on the books 
as received into the treasury. 

While the receipts from other ordinary sources of revenue thus closely cor
respond with the estimates, or largely exceed them, the receipts from internal 
revenue have alone disappointed expectation. The estimate, indeed, was made 
of the operation of a law recently enacted, and necessarily imperfectly exe
cuted; but such care had been taken to obtain correct premises, that it was 
hardly thought possible that the conclusion deduced from them could be wide 
of the truth. Under the instructions of the Commissioner, at the instance of the 
Secretary, a very competent gentleman was for some time employed in ascer
taining, with the aid of practical men, conversant with business, the probable 
amount of revenue from each object of taxation. The result of his inquiries 
was the estimate which, sanctioned by the Commissioner, was believed to be 
correct by the Secretary, and therefore submitted to Congress. 

Experience has demonstrated its error. The estimate was $85,456,303 73, 
while the actual receipts were $37,640,787 95. A part of the deficiency may 
be attributed to the imperfect execution of the law, and a part to the changes 
majde in it by Congress after the estimate was made; but it is not probable, 
had neither cause operated to reduce receipts, that the revenue from this source-
would have exceeded half the estimated amount. I t is clear that the law, un-̂  
less materially amended, will not produce the revenue expected from it. 

The whole of the receipts and disbursements for the last fiscal year may be 
more easily understood from a somewhat more fonnal statement. 

The receipts, estimated and actual, then, for the last fiscal year, ending on the 
30th of June, 1863, were, including balance from the preceding year, as fol
lows ; 

, ^ Estimated. Actual. 

From customs $68,041,736 59 $69,059,642 40' 
From lands 88, 724 16 167, 617 17 
From miscellaneous 2, 244, 316 32 3, 046, 615 35: 
From direct tax • 11,620,717 99 1, 485, 103 61:*' 
From internal revenue 85, 456, 303 73 37, 640, 787 95: 
Balance from last year 13, 043, 546 81 13, 043, 54:6 81 

Total receipts from all ordinary 
sources . . . . $180, 495, 345 60 $124, 443, 313 29' 

The additional sums, actual or estimated, necessary to meet disbursements^ 
were, of course, derived, or estimated as derivable, .from loans. 

- See on last page explanation of difference between the apparent receipt and the actual̂ , 
which nearly or quite equalled the estimate. 
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The disbursements, estimated and actual, were as follows: 
Estimated. Actual. 

The Civil Service $32, 811, 543 23 $23, 253, 922 08 
Pensions and Indians 1 5, 982, 906 43 4, 216, 520 79 
War Department 747, 359, 828 98 599,.298, 600 83 
Navy Department 82, 177, 510. 77 63,^211, 105 27 
Interest on d e b t - . . : 25, 014, 53^ 0.7 24, 729, 846 61 

Total gross estimate. $893, 346, 321 48 $714, 709, 995 58 
But this amount, it was supposed, would — 

remain- undrawn at end of year, and 
was therefore deducted from the gross 
'estimate 200, 000, 000 00 

Making actual estimate $693, 346, 321 48 

In his last report the Secretary stated that if the appropriations should 
equal the estimates, the balance unexpended at the end of the year Avould prob
ably reach $200,000,000, and that this sum should therefore be deducted from 
the departmental estimates, to make the aggregate correspond Avith probable 
conditions. The above statement shows that the aggregate of estimates, thus 
reduced, was $693,346,321 48, while the expenditures were $714,709,995 58, 
exceeding the reduced estimates $21,363,674 10. 

From the actual expenditures, $714,709,995 58, there must be deducted the 
actual receipts, $124,443,313 29, in order,to show the amount derived from 
loans, $590,266,682 29, which sum added to the amount of the debt on the 1st 
July, 1862, $508,526,499 08, (heretofore erroneously stated at $514,211,371 92,) 
gives as the.true amount of debt on the 1st July, 1863, $1,098,793,181 37^ 

The estimates for the current fiscal year 1864 next claim attention. These 
are fbunded on actual receipts and disbursements for the first quarter, which 
ended September 30, 1863, and on opinions formed upon probable events and 
conditions as to the other quarters. 

The following statement exhibits what is actually known, and what, after 
careful reflection, tĥ e Secretary thinks himself warranted in regarding as probable: 

For the first quarter, ending September 30, 1863, the 
actual receipts were: 
From customs $22, 562, 018 42-
From internal revenue 17, 599, 713 59 ' 
From lands 136, 182 09 
From miscellaneous sources 641, 542 04 

Total actual receipts for first quarter . . . 40, 939, 456 14 
To which add balance July 1, 1863 ^, 329, 044 21 

.Making total receipts of first quarter, except loans: $46, 268, 500 35 
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Brought forward $46, 268, 500 35 
For three remaining quarters, ending on the 30th of June, 

1864, it is estimated there will be received : 

From customs., $50, 000, 000 00 
From internal revenue 60, 000, 000 00 
From lands . 300, 000 00 
From miscellaneons s o u r c e s . . . . . . . : . . . . 5, 000, 000 00 

. — 115,300,000 00 

Making a total of receipts from ordinary sources, actual and . 
• estimated, and including balance, of .$161, 568, 500 35 
To which add the actual and estimated receipts from loans . 594, 000, 000 00 

Making a total of actual and estimated receipts from all • 
sources, for 1864 $755,568, 500 35 

The expenditures may be stated as follows : - . 

For the first quarter, ending September 30,1863, the actual 
disbursements have been : 

For the Civil Service $7, 216, 939 31 
For Pensions and Indians 1,711,271 95 
For War Department .. .•. ' . 144, 387, 473 97 
For Navy Department • 18, 511, 618 86 
For interest on public debt .4 , 283, 628 37 ' ' 

Actual expenditures for first quarter $176, 110, 932 46 

For the remaining three quarters the estimates, founded on 
appropriations and estimated deficiencies, are as follows : 

For the Civil Service $27, 050, 872 21 
For Pensions and Indians 6, 129, 042 86 
For War Department 741, 092, 037 14 
For Navy Department 94,467,567 74 
For interest on public debt 54, 881, 508 01 

923, 621, 027 96 

Making a total aggregate of actual and estimated expendi
tures of. $1, 099, 731, 900 42 

But as these estimates include all unexpended balances of 
appropriations from former years, they are necessarily 
much too large, and there may be safely deducted from 
their aggregate, as likely to remain unexpended at the 
close of the fiscal year, the sum of : 350,000,000 00 

Leaving the total actual and estimated expenditures for 1864 $749, 7'Ji. 960 42 Digitized for FRASER 
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Brought forward $749,731,960 42 
The total of expenditin-es being deducted from the total of 

receipts,,there will be an estimated balance on the 30th of 
• June, 1864, of $5, 836, 539 93 

From this statement it appears.that the total receipts required 
for the probable disbursements of the year, and including 
estimated balance at its close, will amount to $755, 568, 500 35 

Of which there have been provided and applied during the 
first quarter ". 176, 110, 932 46 

Leaving to be provided. -. .• $579, 457, 567 8̂ ) 
Of which it is estimated there v/ill be received from ordinary 

sources during the three other quarters ' 115, 300, 000 00 

Leaving yet to be provided by loans $464, 157, 567 89 • 

The amount of debt created during the quarter is ascertained by deducting from 
the total expenditures $176,110,932 46, the aggregate of ordinary receipts and 
balance from last year, amounting together /to $46,268,500 35, which gives as the 
increase of debt $129,842,432 11. To this sumif there be added the sum yet 
to be provided by loans, $464,157,567 89, the result will be $594,000,000, 
from which if there be deducted the estimated balance on the Ist of July, 1864, 
$5,836,539 93, the remainder wiH be $588,163,460 07, and wiU represent the 
total increase, on the-^basis of these estimates, of public debt dining the year. 
The debt oii the 1st of July, 1863, was $1,098,793,181 37; to which if this 
estimated increase be added, the total debt on the 1st of July, 1864, will be 
$1,686,956,641 44, instead of $1,744,685,586 80, as estimated in the report of 
last December. 

I t is not certain, or perhaps probable, that the actual expenditures or actual 
debt will quite reach the amounts now estimated. Indeed, if the expenditures 
for the first quarter, $176,110,932 46, and the ordinary receipts, $40,939,456 14 
for the same quarter, be taken as the standard, the total expenditures of the 
year will be $704,443,729 84, and the total receipts $163,757,824 56. To these 
receipts if the balance on the 1st of July, 1863, $5,329,044 21, be added, it 
will make the total ordinary resources $169,086,868. 77; and the subtraction of 
this sum from the total expenditures will give the whole amount to be provided 
by loans during the year as $535,356,861 07. This sum will therefore be, on 
this hypothesis, the increase of debt for the year, and, added to the debt exist
ing on the 1st July,. 1863, will make the total amount on the 30th of Jime, 1864, 
$1,634,150,042 44. ^ 

I t is not impossible that vigor in the prosecution of the war, and economy in 
every brancli of expenditure, enforced by wise legislation, may reduce actual 
disbursements and consequent increase of debt even below these figures, and 
certainly few things can be more desirable than such reductions. 
' The action necessary to these results is not, however, except as to the com-
paraitvely small expenditures of the Treasury Department, within the sphere ' 
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assigned to the Secretary. ' He therefore prefers to accept the estimates of the 
several departments, and the actual appropriations by Congress based upon 
them, deducting only that proportion which experience has indicated as likely 
to remain as balances unexpended at the close of the year. He thinks, too, that 
sound prudence requires adherence to the rule he prescribed to himself from 
the first, of overstating rather than understating, the burdens created by the war, 
and the demands thence arising upon the resources of the country. He has 
sought to avoid exaggeration on both sides, but he has thought it more prudent 
to excite a little too much apprehension than to encourage too sanguine hopes. 
The real difficulties have been, and are, too serious, and the real burdens too 
great, not to warrant earnest demands on all the resolution, all the energy, all 
the wisdom, and all the economy, which the strongest representations, sanctioned 
by reason, could or can bring into action. 

In addition to the estimates for the current year just stated, the Secretary is 
required to submit estimates of the receipts and expenditures of the next fiscal 
year. These estimates, always uncertain, must, in the present condition of the 
country, be even less reliable than usual. 

But the Secretary is encouraged to attempt them by the circumstance that the 
estimates for the fiscal year 1864, submitted in his report of I)ecember, 1862, 
are le-^ materially "modified than might have been expected by the actual re
ceipts i." one quarter, and by the probabilities affecting those of the other three, 
and the general result is more favorable than was anticipated. 

The aggregate receipts for 1864 were estimated in that report at $223,025,000, 
while the actual receipts, other than from loans, for the first quarter, and the 
aggregate of expected like receipts for the remaining quarters, are now stated at 
only $161,568,500 35, in consequence of the large deficiency in the receipts of 
internal revenue. On the other hand, the aggregate expenditures were estimated 
last year at $845,413,183 56, and are now estimated, on the^ basis of actual re
turns for part and of estimates for the remainder of the year, at $755,568,500 35. 
The subtraction of receipts from expenditures shows the amount now estimated 
as required from loans for the year 1864 to be $594,000,000, instead of 
$622,388,183 56, as heretofore estimated.- These figures show that the estimate 
of expenditures is now $89,844,f^83 21 Jess than the estimate of last year • so 
that although the-ordinary receipts as now "estimated will be $61,456,499 45 
less than was anticipated a year ago, still the increase of debt will be 
$28,388,183 56 less by the present than by the former estimate, which, it should 
be remembered, assumed the debt on July 1, 1863, at $1,122,297,403 24, 
whereas, in fact, it only reached, at that date, the sum of $1,098,793,181 37. 

With these illustrations of the uncertainty of estimates for a year, which is to 
commence more than six months after the making of them, and witliout pro-
fessing any sanguine expectations that the estimates now to be submitted will, 
when tested by experience, prove, like the last, less favorable to the country 
than the actual results of administration, the Secretary submits the required 
statement for the fiscal year 1865, founded on the estimates of their probable 
requirements furnished by the several departments, and on what seem to him 
probabilities concerning receipts from ordinary sources of revenue. 
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He estimates the probable receipts as follows: . 
Estimated balance, July 1, 1864 . $5, 836, 539 93 
From customs 70, 000, 000 00 
From internal revenue 125, 000, 000 00 
From lands 1, 000, 000 00 
From miscellaneous sources 5, 000, OUO 00 

Making estimated aggregate receipts $206, 836, 539 93. 

And he estimates the expenditures as follows: 
Estimated balance of former appropriations, unexpended 

July 1, 1864 $350, 000, 000 .00 
For the Civil Service " 27, 973, 194 81 
For Pensions and Indians , 9, 631, 304 73 
For the War Department 536, 204, 127 77 
For the Navy Department. 142, 618, 785 40 
For interest on public debt 85, 387, 677 15 

Making the aggregate of estimated expenditures.. .$1,151, 815, 088 86 
But he estimates as likely to remain undrawn on the 30th 

June, 1865, and therefore to be deducted from this aggre
gate 400, 000, 000 00 

Making the real estimate of expenditures for the year. $751, 815, 088 86 
From which deduct estimated receipts from ordinary sources, 

as before stated 206, 836, 539 93 

Leaving to be provided by loans. . $544, 978, 548 93 

The sum to be provided by loans represents the increase of debt during the 
year. Assuming, therefore, the correctness of the estimate which puts the debt 
on the 1st July, 1864, at $1,686,956,641 44, it wiH result from these estimates 
that the whole debt will have reached on the 30tli of June, 1865, the sum of 
$2,231,935,190 37. 

Tables are appended to this report exhibiting, in more detail and in a diffi^rent 
form, the general results already stated. The first shows the actual receipts 
and expenditures for the fiscal year ending June 30, 1863; the second the 
receipts and expenditures, actual and estimated, for the fiscal year ending June 
30,1864, and separately for the two months of October and November, 1863, 
with notes, showing in ^detail the amount received from new loans and applied 

• in discharge of existing debt during the first quarter and the first two months of 
the second, and the amount yet required,from loans for the year, and the probable 
increase of the public debt; the third shows the estimated receipts and expend
itures for the fiscal year ending June 30, 1865; the fourth is the Register's 
statement of revenue and expenditures during the fiscal year ending June 30, 
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1863; the fifth is a similar statement from the same office for the first quarter 
of the fiscal year 1864, ending September 30, 1863; and the sixth is a com
plete statement of the origin, progress and condition on the 30th June and 
30th September, 1863, of the national debt. 

The reports of the heads of the several bureaus of the department, including 
that of the Comptroller of the Currency, and the Commissioner of Internal 
Revenue, will also accompany this report of the Secretary. They show in 
detail the operations of the several bureaus, and the statements and suggest
ions made in them are commended to the consideration of Congress. 

Another statement, showing the prices of the leading articles of coAisumption at 
New York, on or near the first day of each month, for thirty-nine years, com
mencing with 1825, hasbeen prepared under the direction of the Secretary, and 
accompanies this report. From this statement he hopes that some help may be 
obtained toward correct opinions on many important questions, and particularly 
those concerning the contraction and expansion of currency, whether metallic or 
paper. 

I t has been already seen that the amount required for general'disbursements, 
exclusive of payments on account of public debt, for the three last quarters of 
the current fiscal year, was, on the 1st of October last, $579,457,567 89; of 
which sum, $115,300,000 were expected from ordinary sources, and the 
remainder, $464,157,567 89, was expected from loans. 

The receipts and expenditures during Qctober and November, other than on 
account of principal of debt, amounted each, so far as has been ascertained, to 
$147,060,731 16, without balance. Of these receipts, $35,629,703 18 were 
from ordinary sources, and $111,931,027 98 from loans, either temporary or 
permanent, leaving to be obtained during the remaining seven months from ordi
nary sources $79,670,296 82, and from loans $352,226,539 82. On the basis 
of these two months, the receipts and expenditures from ordinary sources for 
the last three quarters of the year will respectively exceed the general estimates 
by $43,033,664 31, and $39,532,257 72, making a difference in favor of the 
country of $3,501,406 59. ' 

The Secretary admits, therefore, no apprehension of deficiency on comparison 
with estimates, in any of the ordinary sources of income, except, perhaps, 
the internal revenue; noi does he anticipate any formidable difficulty in pro
viding the amount to be obtained from loans; especially if the successes vouch
safed by a gracious Providence to our armies during the last nine months shall 
continue to attend them. 

But no one can be more profoundly convinced than himself of the very great 
importance of providing even a larger amount than is estimated from revenue. 
To check the increase of debt must be, in our circumstances, a prominent. 
object of patriotic solicitude. The Secretary, therefore, while submitting esti
mates which require^ large loans, and while he thinks it not very difficult to 
negotiate them, feels himself bound, by a prudent regard to possible contingen
cies, to urge on Congress efficient measures for the increase of revenue. 

I t is possible that a limited additional amount of income may be derived 
from judicious modification of some provisions of the laws imposing duties on 
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foreign imports; but the chief reliance for any substantial increase, and even 
for the prevention of possible decrease, must be on internal duties. 

The Commissioner of Internal Revenue recommends an increase of the tax on 
bank note circulation to two and two-fifths per cent.; an increase of the duty 
oil distilled spirits to sixty cents per gallon; an increase of the duty on to
bacco to twenty cents per pound on leaf, and from ^ve to twelve cents, accord
ing to quality, on manufactured; a duty of ten cents per gallon on crude pe
troleum; a duty of two cents per pound on cotton ; the repeal of the tobacco 
and petroleum drawbacks ; and various other changes of the internal revenue 
laws, designed to augment the receipts from this source. In the particular 
recommendations just mentioned the Secretary fully concurs, and commends all 
his suggestions to careful attention. The enactment of such laws as will se
cure an increase of the internal revenue to the amount originally estimated, of 
one hundred and fifty millions a year, is required by the strongest considera
tions of public policy. 

Hitherto the expenses of the war have been defrayed by loans to an extent 
which nothing but the expectation of its speedy termination could fully 

y 

warrant. ;.̂  "• . . . , 
In his first report, submitted at th^e^spe'cial. session in July, 1861, the Secre

tary stated his conviction, that to a sound financial condition, a system of tax
ation certain to produce a sufficient revenue to piay 'the whole ordinary expenses 
of the government in times of peace, and the entire interest on the public debt, 
and to create a gradually increasing lund for the redemption of its principal, 
was indispensable. I t was not important, so long as it seemed highly probable 
that the war would be speedily brought to a successful close, that the revenue 
should largely exceed the ordinary expenditures and the interest. On the con
trary, it seemed Avisest to obtain the means for nearly the whole of the extra
ordinary expenditures by loans, and thus avoid the necessity of any considera
ble increase of the burdens of the people at a time when the sudden outbreak 
of flagitious rebellion had deranged their business, and temporarily dimin
ished their incomes. 

The financial administration of the.first fiscal year after the outbreak of the 
rebellion was conducted upon these ideas. The acts of Congress at the extra 
session of July, 1861, were framed with the intention of supplying the full 
amount of revenue demanded by them. But receipts disappointed expectation, 
and it soon became obvious that a much larger proportion of the means needed 
for the fiscal year 1862, than the principle adopted would allow, must be derived 
from loans. 

When, therefore. Congress assembled in regular session on the first Monday 
of December, 1861, the Secretary directed attention to the necessity of increased 
taxation. The responsibility was promptly.assumed by Congress and the in
ternal revenue law was enacted, and such modifications of the tariff act were 
made that ample provision fbr the desired objects was now supposed to have 
been certainly secured. I t was not expected, however, that the influence of 
this legislation would affect the results of the then current year. Nor did it 
affect them. The total receipts from ordinary sources to the close of that year, Digitized for FRASER 
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June 30, 1862, were insufficient for the payments expected tobe made from them. 
The receipts were $51,935,720 76, while the disbursements for the civil service, 
for Pensions and Indians, and for interest, were $37,701,801 11 ; leaving only 
$14,233,919 65 for the War and Navy Departments, the expenditures of which 
in the last year of peace had been $27,922,917 24, and nothing at all for extra
ordinary expenditures or-a sinking fund. 

In his report at the December session, 1862, the Secretary, considering this 
deficiency and assuming the correctness of the estimate of $150,000,000 as the 
amount of receipts from internal duties, and taking double the expenses of the 
War and Navy Departments in the last year of peace as the amount likely to 
be annually required after the suppression of the rebellion, expressed the opinion 
that the probable receipts under the legislation of- the preceding session would 
meet all ordinary expenditures for the fiscal year 1863, and interest, and leave a 
large surplus to be applied, for the present, to the extraordinary disbursements 
of the war, or, after its close, to the reduction of debt. In that rep'ort, there
fore, and in his subsequent communicatio^^^foVthe proper committees, the Secre
tary sug'gested no increase of t ax^^ 'b^?^conf ined his recommendations to 
other measures for the impro^^ei^ "ip^th^^ublic credit, among which" those 
relating to loans and to m^rorn^y%f^cm-ency held the foremost place. 

Congress gave effect \^%ie^:^commendations by the loan act and the 
national banking act, but a^^fhe same time so'mewhat diminished the expecta
tion of income by modifications of the internal revenue act. 

Notwithstanding this diminution, however, and notwithstanding, the much 
arger diminution caused by the failure of receipts expected from internal duties 

unaffected by this legislation, the Secretary has" now the satisfaction of being 
able to show that the actual receipts of the last fiscal year did pay the whole 
interest, the whole amount of ordinary expenditures, estimated for the army 
and navy at double those of the last year of peace, and a portion of the extra
ordinary expenditures which, under the circumstances, was equivalent to a 
payment into a sinking fund. 
Thus the total amount of receipts during the fiscal year ' ' 

1863 was . . . . , : . . . $124,443,313 29 

While the expenditures were : 
For the Civil Service and for Pensions and 

Indians $27,470,442 87 
For interest 24,729,846 61 
And would have been for ordinary disburse

ments of War and Navy Departments, 
estimated at double those of the last year 
of peace 55,845,834 48 

. '• $108,046,123 96 
Leaving difference between receipts and ordinary expendi

tures applicable to extraordiiiary expenditures'or a sinking 
fund • .f.-. 16,397,189 33 
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- Had it been possible, therefore, to suppress rebellion and restore expendi-
'tures to a peace basis after one year of war, and before the 1st of July, 1862, 
there would have been a balance on the 1st of July, 1863, of more than 
sixteen miUions of dollars applicable to the reduction of debt. 

So, assuming as correct the estimates of receipts and disbursements for the 
current year 1864, based on actual receipts and expenditures of one quarter, 
and making the total amount of receipts $161,568,500 35, and taking the dis
bursements for the Civil Service, Pensions, and Indians, to be $42,108,126 33, 
for interest $59,165,136 38, and for the ordinary expenses of the army and 
navy, as before, to be double those of the last year of peace, or $55,845,834 48, 
and deducting the total of these disbursements, $157,119,097 19, from the total 
of receipts, there will remain an unexpended balance of $4,049,403 16. 
Had it been possible to suppress rebellion after two years of war, and before 
July, 1863, this sum would have been applicable to the purposes of a sinking 
fund. 

So, also, assuming again as correct the general estimates of receipts and ex
penditures fiov the next fiscal year, 186.^, the total receipts for the year will be 
$206,836,539 93; while the expenditures for the Civil Service, and Pensions and 
Indians, wiH be $37,604,499 54; for interest, $85;387,676 15; and for the army 
and navy, observing the rule already stated, $55,845,834 48; making a total of 
$178,838,010 .17, which sum, if deducted from the total of receipts, Avill give a 
remainder of $27,998,529 76. Should the rebellion be suppressed after three 
years of war, and bjjfore the first of July, 1864, that remainder will be applica
ble to payment of debt. 

These statements are subject to some modifications besides those'which may 
result from errors of estimates; but these cannot reduce, though they may in
crease, the applicable balances, and therefore cannot affect unfavorably any 
deductions from the:figures which have been given. 

These statements illustrate the great importance of providing, beyond all con
tin gen c y , ^ r ordinary expenditures and interest on debt, and for the largest 
possible amount of extraordinary expenditures, by taxation. In proportion to 
the amount raised above the necessary sums for ordinary demands wjU be the 
diminution of debt, the diminution of interest, and the improvement of credit. 
I t is hardly too much—perhaps hardly enough—to say that every dollar raised 
.for extraordinary expenditures or reduction of debt is worth two in the increased 
value of national securities, and increased facilities for the negotiation of indis-
pensa,ble loans. - ' 

These statements illustrate equally the importance of an economical and 
vigorous prosecution of the war. No prudent man will recommend economy at 
the expense of efficiency. Such nominal economy is real extravagance. But 
efficiency is not promoted by profusion, or waste, and least of all by misuse of 
public money or public property. " Every dollar and every man are freely offered / 
by a generous people. How sacred the obligation that not one man should be 
wasted, and not one dollar misapplied. Nor is rashness, in war, vigor. But 
the vigilance that misses no opportunity, the energy that relaxes no effort, the 
skill that utilizes all resources, and the perseverance that never grows weary— Digitized for FRASER 
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these make true vigor. If by such vigor the rebellion can be suppressed and 
the war ended before the 1st of July next, the country will be saved from the 
vast increase of debt which must necessarily attend its continuance during 
another year, and the debt itself can at once be placed in a course of steady re
duction. And whenever progressive payment shall begin, the value of national 
securities will rapidly rise, and reduction in rates of interest will gradually 
diminish the burdens of debt. > 

While the Secretary thus earnestly urges that the largest possible proportion 
of expenditure be provided by direct contributions from the property and in
comes of the people, he is aware that a still larger proportion must, as yet, be 
provided by loans • 

In the creation of debt, by negotiation of loans or otherwise, the Secretary has 
kept four objects steadily in view: (1) moderate interest; (2) general distribu
tion ; (3) future controllability; and (4) incidental utility. . 

Towards the accomplishment of the first object, the nearest approach that 
seems possible has been made. The earliest negotiations were at the highest 
rates of interest; for it is a distinguishing characteristic of our financial history in 
this rebellion that the public credit, Avhich was at the lowest ebb in the months 
which preceded its breaking out, has steadily improved in the midst of the terrible 
trials it has brought upon the country. The first loans were negotiated at seven 
and thirty hundredths per cent;; the next at seven; the next at six; more re
cently large sums have been obtained at five and four; and the whole of the 
debt which is represented by. United States notes and fractional currency bears, 
of course, no interest. ^ 

The interest on the debt which exists in the form of treasury notes and certi
ficates of indebtedness or of deposits, and is called temporary debt, is paid in 
United States notes; while the interest on debt which exists in the form^of 
bonds, and is called funded debt, is paid in coin—-a discrimination which is 
intended to bring the payments of coin interest within moderate compass, and at 
the same time to offer special inducements to investments in bonds, in order to 
avoid a too rapid increase of circulating notes and consequent depreciation. 

The average rate of interest on the whole debt, without regard to the varying 
margin between coin and notes, was on the first day of July, 1862, 4.36 per 
centum; on the first day of January, 1863, 4.02 per centum; on the first day 
of July, 1863, 3.77 per centum; and on the first day of October, 1863, 3.95 per 
centum. 

I t will not escape observation that the average rate is now increasing, 
and it is obvious that it must continue to increase with the increase of the pro
portion of the interest-bearing to the non-interest-bearing debt. And as the 
amount of the latter, consisting of United States no'̂ es and fractional currency, 
cannot be materially augmented without evil consequences of the roost serious 
character, the rate of interest must increase with the debt, and approach con
tinually the highest average. That must be greater or less in proportion to the 
duration and cost of the war. 

The general distribution of the,debt into the hands of the greasiest possible num
ber of holders has been the second object of the Secretary in its creation 
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This has been accomplished by the universal diffusion of United States notes 
and fractional currency, by the distribution of certificates among great numbers 
of contract creditors and temporary depositors, and by arrangements to popu
larize the loans by giving to the people everywhere opportunities to subscribe 
for bonds. These subscription arrangements have been especially useful and 
successful. They have been adopted as yet with reference to only two descrip
tions of bonds—the two commonly known as seven-thirties and five-twenties; so 
named, the first from their rates of interest, and the second from their periods of 
payment. The plan of distributing the seven-thirties was that of employing a 
large number of agents in many places, and directing their action from the 
Department. It worked well for a time, but was soon found inadequate to the 
financial necessities of the government. For the distribution of the five-twenties, 
therefore, a different plan was adopted. After ascertaining, by inquiry, that 
they could not be disposed of to capitalists in amounts sufficient for prompt pay
ment of the army and navy, and for the satisfaction of the just claims of public 
creditors generally, without serious loss, the Secretary determined to employ a 
general agent, under adequate bonds, and confide the whole work of distribution, 
except so far as it could be effected by the Treasurer, Assistant Treasurers, and 
Designated Depositaries, to him and to sub-agents designated by him and respon
sible immediately to him. Under this plan, and chiefly through the indefatigable 
efforts of the general agent and his sub-agents, five-twenty bonds to the amount 
of nearly four hundred millions of dollars, in denominations of fifty, one hundred, 
five hundred, and one thousand dollars, were distributed throughout the whole 
country not controlled bythe rebellion, and among all classes of our countrymen. 
The history of the world may be searched in vain for a parallel case of popular 
financial support to a national government. The Secretary is unable to per
ceive in what better or more effectual mode the important object of distribution 
could be accomplished, and he proposes no departure from it, except such as 
considerations of economy, harmonized with efficiency, may suggest. 

The object of future controllability has also had a prominent place in the re
gards of the Secretary. Under the conditions which existed at the outbreak of 
the rebellion, he acquiesced in the necessity which seemed to dictate the nego
tiation of bonds payable after twenty years ; but he acquiesced with reluctance, 
and, as soon as permitted by circumstances, recommended the enactment of 
laws authorizing the issue of bonds payable after shorter periods, as well as.the 
creation of temporary debt in other forms. In harmony with these views Con
gress provided for the issue of the bonds known as the five twenties; and also 
for the issue of treasury notes payable three years from date; for certificates of 
indebtedness payable in one year; and for temporary loans by deposits, reim
bursable after ten days' notice. At the last session Congress repealed some 
emba;rrassing restrictions of former acts, and authorized the issue of bonds pay
able after ten years, and of treasury notes payable at pleasure or three years 
from date. These treasury notes were niade legal tenders for face value, or 
convertible for amount and interest into United States notes. 

The Secretary availed himself of this legislation by placing with he people 
as large an amount as possible of five-twenty bonds, and by using the other 
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powers so as to put the whole debt, except the long loans first negotiated, in 
such a shape that prompt advantage can be taken of favorable circumstances to 
diminish the burdens it imposes on industry. Whenever the constitutional su
premacy of the nation shall be re-established over all its parts, it will be com
pletely within the power of Congress and the Secretary to fund the whole or 
any part of the temporary debt in bonds bearing a very moderate interest and 
redeemable at the pleasure of the government, after very brief periods, or, 
perhaps, at any time after their issue. Nothing further seems desirable on the 
score of controllability. 

The final object of the Secretary was to extract from the unavoidable evil of 
debt as much incidental benefit as possible. 

To this end, he desired authority to receive temporary loans in the form of 
deposits reimbursable after a few days* notice. This measure was regarded by 
many with something less than favor at first; but Congress, after full considera
tion, authorized the receipt of such deposits at an interest not exceeding ^ve per 
cent, to the amount of twenty-five millions of dollars; then raised the limit to 
fifty millions, and then to an hundred millions; and provided a reserve of fifty 
millions of United States notes to meet demands for reimbursements beyond 
other convenient means of satisfaction. I t was not long before these deposits 
reached the highest limit, and, before the flow could be well checked, som.ewhat ex
ceeded it. The utility of the measure was very conspicuous on the recent occa
sion of great stringency in New York, when the Secretary was able to reimburse 
over fifty millions of these deposits during the last weeks of the year; by 
which action the pressure was sensibly alleviated, with the use of only a fifth 
of the reserve. 

In former reports the Secretary has stated his convictions, and the grounds of 
them, respecting the necessity and the utility of putting a large part of the debt 
in the form of United States notes, Avithout interest, and adapted to circulation 
as money. These convictions remain unchanged, and seem now to be shared bŷ ^ 
the people. For the first time in our history has a real approach to a uniform 
currency been made; and the benefits of it, though still far from the best attain
able condition, are felt by all. The circulation has been distributed throughout 
the country, and is everywhere acceptable. I t is a gratification to know that a 
tribunal so distinguished by the learning and virtues .of its mernbers as the 
Supreme Court of New York has given the sanction of its judgment to the 
constitutional validity of the law. 

So, too, real and great advantages are derived from the wide diffusion of the 
debt among the people, through business transactions, and through the exertions 
of the officers of the department and the agents for loans, already noticed. 

I t is impossible to estimate the advantages to national unity and national 
strength secured by this distribution. Every holder of a note or bond, from 
a five cent fractional note to a fivQ thousand dollar bond, has. a direct interest 
in the security of national institutions and in the stability of national adminis
tration. And it is another and no small advantage of the distribution that the 
burdens of debt, always heaviest when loans are held by few, and especially 
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by foreigners, diminish in proportion as the receivers of interest become ident -
fied with the payers of taxes. -

Another incidental' good growing from the bitter root of debt, has been 
fully explained in observations heretofore submitted on the national bank
ing system. Except through such a system no sure way is seen to the com
plete and permanent establishment of a uniform currency; and a system of 
national banking, fair to all and secure for all, can only be safely and firmly 
established by making use qf a portion of the national debt as security for the 
national currency. 

In these several ways may even such great evils as are brought.upon us by 
rebellion be transmuted, by a wise alchemy, into various forms of utility. The 
Secretary has endeavored to use this alchemy; with what success the country 
will judge when time and trial shall have applied to his work their unfailing 
tests. 

Meantime additional loans are required, and, as legislation now stands, several 
modes are open. 

The limits of deposits for temporary loan are fixed at one hundred millions of 
dollars. The amount of this deposit on the first day of December had been re
duced to $45,506,120 01, and payments of $10,000,000 had been made from 
the reserve. The additional payments will be confined within the narrowest 
possible limits, and can hardly exceed twenty-five millions. The reflow of de
posits has already begun, and will probably soon exceed reimbursements, and 
so arrest payments from the reserve. The whole reflow beyond the amount of 
these payments will be available as part of the additional loan required, and may 
be stated, without much risk of mistake, at twenty-five millions of dollars. The 
Secretary perceives no solid reason for retaining the restriction on loans, in this 
form, to one hundred millions. I t may, as he thinks, be usefully removed. As 
the advantages of these deposits become better and more generally understood, 
the loan in this form will doubtless, in the absence of restriction, be largely in
creased, and the possibility of demands for reimbursements, beyond means to 
meet them, can be fully provided for by an increase of the existing proportion 
between deposits and reserve. Such an arrangement, the Secretary inclines to 
think, would operate beneficially by increasing the amount of curreucy when 
imusual stringency shall require increase, and reducing its amount when re
turning ease shall allow reduction. 

Another portion of the additional loan required may be obtained through the 
sale of the remainder of the bonds known as five-twenties. The amount of 
tliese bonds unsubscribed for on the first of December was $101,059,600. I t 
will not be difficult to dispose of these at par, and it is possible that a small 
premium may be obtained on a part. 

In a former report the Secretary placed the limit, to which the loan in the 
form of certificates of indebtedness could be carried, at one hundred millions of 
dollars. Experience has shown that it can be carried to one hundred and fifty 
millions, and that its natural limit is about that sum. On the first of December 
the amount of these certificates was $145,720,000. I t would be unsafe, there
fore, to rely on any substantial increase of loan in that form. 
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The limit prescribed by law to the issue of United States notes has been 
reached, and the Secretary thinks it clearly inexpedient to increase the amount. 
When circulation exceeds the legitimate requirements for real payments and 
exchanges, no addition to its volume will increase its value. On the conti;ary, 
such addition tends inevitably to depreciation; and depreciation, if addition be 
continued, will find its only practical limit m the utter wqrthlessness of the aug
mented mass. 

When Congress authorized the creation of debt, to a certain extent, in the 
form of United States notes, and impressed on these notes the qualities of a cir
culating medium, its action was justified by the disappearance of coin in conse
quence of the suspension of specie payments; by the necessity of providing a 
medium in which taxes could be collected, loans received, and payments made; 
and by the obvious expediency of providing that medium in the form of 
national issues instead of resorting to the paper of banks. Under the circum
stances its action was wise and necessary; but it was equally wise and neces
sary to limit the extent of the issues by the necessity which demanded them. 
They were wanted to f^llthe vacuum caused by the disappearance of coin and 
to supply the additional demands created by the increased number and variety 
of money payments. Congress believed that four hundred millions would suf
fice for these purposes, and therefore limited issues to that sum. 

The Secretary proposes no change of this limitation, and places no reliance, 
therefore, on any increase of resources from increase of circulation. Additional 
loans in this mode would, indeed, almost certainly prove illusory; for diminished 
value could hardly fail to neutralize increased amount. 

Sufficient circulation having.beenalready provided, the government must now 
borrow like any other employer of capital temporarily requirin'g more than income 
will supply, and rely for the credit which will secure advantageous loans upon good 
faith, industrial activity, accumulated though not immediately available capital, 
and satisfactory provision for punctual payment of accruing interest and ultimate 
reimbursement of principal. 

To subscriptions for the remaining five-twenties and deposits for temporary 
loan, therefore, must be directed all reasonable expectation of means for the ser
vice of the current year, except from negotiations under the act of last session. 
The sums to be looked for from these two sources have already been stated, and 
amount to $126,059,600. If this aggregate be deducted from the ambunt to be 
provided by loans for the la>3t seven months of the current year, already shown 
to be $352,226,539, there will remain the sum of $226,166,999 to be provided 
by negotiations under the act of last session; and, under some like act, must be 

. provided in like manner, if the continuance of the war shall make it necessaiy, 
the sum of $544,978,548 93, estimated as likely to be required from loans for 
the fiscal year 1865, 

The act of last session authorized the ' loans supposed to be required for 
the fiscal years 1863 and 1864 ; and, of the amouiit required for the service of 
these two years to the first of December now current, one hundred and fifty 
millions in United States notes, and fifty millions by a loan for two years ^ve 
per cent, treasury notes have already been provided under that legislation. The 
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act is so well conceived and expressed that little lOther legislation for the loans 
of 1864 and 1865 will be required than the application to those years of itsjead-
ing provisions. I t will doubtless be thought expedient this session, as last ses
sion, to authorize the borrowing, in some form, of three hundred millions for the 
current, and six hundred miUions for the next, fiscal year. Indeed, the only modi
fications of the- act of last session necessary to adapt it to the requirements of 
the current and coming year seem to be: (1) the omission of all reference to 
United States notes beyond the giving a simple authority to the Secretary to 
ascertain from time to time the amounts destroyed or lost, and to replace them, 
by new issues ; (2) the repeal of the existing limitation of the deposit loan to 
one hundred milHons of dollars, and the substitution of a provision for a reserve 
equal in amount to half the deposit; (3) the permission of the negotiation of 
loans redeemable absolutely at pleasure, or at pleasure after a time fixed, not 
more remote than forty years; and (4) the omission, perhaps, of the clause tax
ing circulation and deposits, as being more appropriate to an internal revenue 
bill. I t is hoped that the other provisions of the last may be retained in the 
new loan act. 

Under such legislation, the Secretary entertains little doubt of being able to 
obtain whatever funds will be needed, through loans, at reasonable rates of in
terest, for bonds or treasury notes. 

For a warrant of this confidence, however, he must not omit to say that he 
relies much on the support tobe given to the public credit by the national bank
ing system and by the nationalization of the currency. There is, as he thinks, 
no possibility of a permanently successful administration of the finances, under 
circumstances involving the creation of large debts, unless loans can be effected 
in a medium of general and equal credit throughout the country, and not liable to 
variation in quantity or in value except under the operation of national legisla
tion and the general laws of trade. 

Only two kinds of currency fulfil these conditions : the first, a circulation of 
coin; the other, a circulation of notes of uniform description and value, issued 
by the government, and either paid directly to government creditors, or supplied 
to banking associations to be employed in general business.. 

' The circulation now generally used in this country, except so far as it con
sists of bank notes, is of the latter sort; and no circulation, not immediately 
convertible into coin, can be better. 

I t is an error to suppose that the increase of prices is attributable wholly or 
in very large measure to this circulation. Had it been possible to borrow coin 
enough, and fast enough, for the disbursements of the war, almost if not altogether 
the same effects on prices would have been wrought. ' Such disbursements made 
in coin would have enriched Tortunate contractors, stimulated lavish expend
itures, and so inflated prices in the same way and nearly to the same extent as 
when. made in notes. Prices, too, would have risen from other causes. The 
withdrawal from mechanical and agricultural occupations of hundreds of thou
sands of our best, strongest, and most active workers, in obedience to their coun
try's summons to the field, would, under any system of currency, have increased 
the price of labor, and, by consequence, the price of the products of labor, which 
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the prices of many things would have risen, in part from other causes, as, for ex
ample, the price of railroad bonds from vast increase of income through pay
ments for military transportation, and the price of cotton from deficient supply. 

Much the greater part of the rise of prices not accounted for by the causes 
just stated, as well as much the greater part of the difference between notes 
and gold, is attributable to the large amount of bank notes yet in circulation. 
Yf ere these notes withdrawn from use, it is believed that much of the now very 
considerable difference between coin and United States notes would disappear.. 
Certainly there ought to be no difference in favor of coin, when it is remembered 
that United States bonds bearing six, or even five, per cent, coin interest are 
intrinsically worth, unless the theory of national bad faith or national insolvency 
is to be admitted, more than their amount in coin; and yet such bonds can now 
be had for their amount in United States notes. 

Nor can a condition of affairs in which excessive prices prevail, or national 
notes command less than par in coin, be regarded as of permanent duration. 
While it lasts, it must be borne with patience, and made tolerable by economy. 
No useful remedy will be found in extravagant increase of salaries and disburse
ments, but an aggravation rather of the evil. All proper measures should be 
adopted to hasten the return to the normal condition of prices and business;: 
the patriotism and intelligence of the people must be relied on for the rest. 

The Secretary has heretofore expressed the opinion that whatever may be the: 
true degree in v/hich the currency of the country is aflected by a bank-note 
circulation, issued without national sanction and by corporations independent of 
national authority, and not receivable for national dues, it cannot be questioned 
that in some similar degree the negotiation of national loans inust be prejudiced 
and their value to the national finances diminished. This opinion is confirmed 
by observation and experience. 

Impelled, therefore, by a profound sense of the present necessity of a national 
currency to the successful prosecution of the war against rebellion, and of itvS 
utility at all times in protecting labor, cheapening exchanges, facilitating travel,, 
and increasing the safety of all business transactions ; and at the same time un
willing to urge even salutary and necessary reforms in such a way as needlessly 
to disturb existing conditions or impair the value of existing investments of" 
capital, the Secretary recommended, in two successive reports, the authorization 
of national banking associations, to which the capital of- the corporations now 
issuing notes for circulation might be transferred, with advantage to the parties^ 
in interest as well as to the general public. .-

The sanction of Cougress was given to these views at the last session; and' 
the simple assurance thus given that, henceforth, the country is to have a national 
currency secured by a pledge of national bonds, and the belief that this currency 
will at no distant day take the place of the heterogeneous corporate currency 
which has hitherto filled the channels of circulation, at once inspired faith in 
the securities of the government, and more than any other one cause enabled the 
Secretary to provide for the prompt payment of the soldiers ana the public 
creditors. 

If the policy thus indicated shall be fairly and judiciously pursued, and pro-
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per measures adopted to induce the conversion, at the earliest practicable 
period, of the bank corporations of the States into national banking associa
tions, and of the corporate circulation into national, currency, the Secretary 
believes, and, as he thinks, not without good grounds, that all the money 
needed for prompt payment of troops, and for the most Vigorous prosecution 
of the war, can be obtained by loans on reasonable terms; while all interest 
on debt, and all ordinary expenditures, and a considerable part also of the 
extraordinary expenditures caused by this war, will be met by the ordinary 
resources. Nor does he doubt that, through wise legislation, sustained by in
telligent popular will, and supported by prudence and energy in civil and mili
tary-administration, national currency can be so, approximated in recognized 
value to coin, that a resumption of payments in specie can be brought about 
much sooner than even sanguine persons now permili themselves to liope. 
• The Secretary has already referred in general terms to the reports of the 

heads of the various bureaus and branches of administration in his department. 
A peculiar interest is felt at this time in their operations, and especially in 
the operation of those most recently brought into existence. 

The Comptroller of the Currency reports the organization under the national 
banking act, prior to the 29th of November, of one hundred and thirty-four 
associations; all which, upon the suggestion of the Secretary, have adopted the 
name of National Banks, distinguished by order of organization and by locality. 
These Banking Associations have been formed in seventeen States and the Dis
trict of Columbia, and have an aggregate capital of $16,081,200. The great 
care and labor required for the preparation bf suitable notes for the new na
tional currency has delayed its issue -beyond .exi3ec:tatibn; but the printing is 
noAV begun, and the several associations will be' supplied with the amounts to 
which they are respectively entitled within a few weeks. Besides the associa
tions reported as actually organized,, there are many others in process of organi
zation. There is hardly, a State not controlled by the rebe^.ion, and hardly a 
considerable city, in which a national banking association has not been organ
ized, or is not being organized. Even New Orleans is not an exception to this 
statement. 

• Thus the great work of introducing a permanent national currency has been 
entered upon in a spirit and Avith an energy which promise perfect success 
The Secretary thinks he risks nothing in saying that within the present year 
the benefits of the system'wdll have so approved themselves to the sense and 
patriotism of the people, that it will be beyond the reach of successful assault. 

The Comptroller has indicated some amendments to the law which the Secre--
tary concurs with him in regarding as important to its? success. As among the 
most essential of these, the Secretary asks the special attention of Congress to 
the proposition for a uniform rate of interest, and the repeal of the section which 
connects the issues of national currency in any degree with State banks. The 
Secretary also recommends, as likely to be useful, a provision to be made by law ^ 
for' the deposit with n'ati9nal banks, and also with the Treasurer and Assistant 
Treasurers, at such rates of interest and for such periods of time as the Secretary 
may qrescribe, of moneys paid into or invested under the orders of judicial 
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courts. I t is not impossible that in this way many millions would be placed in 
the treasury at moderate rates of interest. : 

The Secretary has already referred to the recommendation of the Com
missioner of Internal Revenue in favor of increased duties. He cannot add 
anything to the general considerations he has already urged in favor of augment
ing revenue by these methods. I t maybe useful, however, to invite special, 
attention to some considerations which enforce the recommendation of a duty of 
2|- per cent, a year on corporate note circulation. 

The proposition contemplates a duty of one-fifth of one per cent, per month 
on circulation; and the Secretary suggests, in addition, one twenty-fifth of one 
per cent, on deposits in each month, making twelve twenty-fifths a year. Under 
the existing law the duty on circulation is one per cent, a year on a certain propor
tion ; two per cent, on amounts exceeding that proportion, and one-fourth of 
one per cent, on deposits. The small addition proposed will not be regarded as 
unreasonable or onerous, when it is considered that all corporate circulation is 
in fact a loan by the people to the banks without cost, except that of prepara
tion, and wdthout interest, except the duties imposed on it. The whole question 
then resolves itself into this: Is the duty proposed,,added to the State tax
ation, and the cost of preparation, more than equivalent to a fair interest for the 
loan? If not, surely it should be paid without demur as a reasonable contribu
tion to the common welfare. The duty proposed on deposits is much lighter 
for obvious reasons. Its whole amount is less than one-half of one per cent, per 
annum; and being in the nature of a tax on profits, rather than on property, will 
distribute itself among pM^sfe^j^a^tak^eFe^^h^enefits of the deposits, and press 
hardly on none. TEErL^i:M LIBlURlr' I 

I t is proposed to mMs^Asis^dut^^pc^Mein small percentages, because it 
will be thus distributed over the business of the year; and, because, by re
quiring monthly returns of circulation and deposits with reference to the 
duties, information will be regularly obtained in respect to the amount of circu
lation of ail descriptions in the whole country, the publication of wdiich will 
be an important benefit to all men of business, as well as a valuable guide to 
financial legislation and administration. 

Monthly returns are now required of many of the national banking associa- * 
tions, and should be required of all ; and from them, as well as from the banks 
not organized under national legislation, should be required a fair contribution 
to the general burdens of the people. The Secretary refers to Congress the 
question, whether the duty on national currency and the deposits of national 
banking associations shall correspond with the duties on other circulation and 
deposits. He thinks that for the present, at least, some discrimination in favor, of 
the national associations may be properly admitted in consideration of the in
dispensable importance of a national currency, not adapted only, like United 
States notes, to temporary emergencies, but permanent in its very nature, and 
adequate to all demands of business, and capable, at no distant period, of being 
made equal to and convertible into coin, and therefore its real representative and 
equivalent. 
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The opeiTttions ot the mint have been of less importance than usual during 
the last year. 

The amount of coinage Avas increased over that of last year at San Francisco 
alone. The value of the bullion received was $24,824,101 31; in gold $23,149,-
495 41 ; and in silver $1,674,605 90; from the total of which must be de
ducted the bars made at one branch and deposited for coinage at another, 
making the actual amount deposited $23,701,837 31. The coinage of the year 
was $24,688,477 12; of which $20,695,852 was gold coin; $1,949,877 90 gold 
bars; $1,174,092 80 silver coin; $390,204 42 silver bars; and $478,450 cents. 
Of this coinage $4,184,497 37 in 49,108,402 pieces was effected at Philadel
phia; $18,551,598 68 iu 2,872,173 pieces at San Francisco; and $2,137,642 82 
in 3,404 gold and silver bars at New York. 

The branch mint at Denver has been organized and put in operation during 
the year, but its operations are confined, for the present, to melting, refining, 
assaying, and stamping.bullion. 

A report has been made on a site for a mint in Nevada, and measures will be 
taken for its establishment as soon as possible. 

The Secretary renews the recommendation of preceding reports in relation to 
the universaTmeasure of commercial values by an international decima,l coinage. 

The operations of the treasury proper have reached unprecedented magnitude. 
These are conducted, under the direction of the Secretary, by the Treasurer, the 
Assistant Treasurers, iand the Designated Depositaries, by whom moneys which 
come into or go out of the National Treasury are received and disbursed.. As 
receipts and payments have increased in number and amount, and assumed new 
forms, the labors and responsibilities of these officers have taken vaster propor
tions of magnitude and importance. The general operations of the year are 
seen in the statements already made of Receipts and Expenditures, but no general 
statement can convey an adequate idea of their variety, extent, and perplexity. 
The labor, and care, and anxiety incident to the borrowing, receiving, and pay
ing of the sums necessary to meet the debt becoming due during the year, or, 
in other words, the making and applying of the loans necessary to the renewing 
of maturing loans, make little show in the Report, and yet embrace transactions, 
often complex and necessarily multitudinous, which reached, during the year, an 
aggregate of more than a hundred and eighty-one millions of dollars. The re
sponsibility and labor of the whole money operations of the Treasury may be 
inferred from this statement concerning a comparatively small part. 

The receipts at the office of the Treasurer in Washington during the.last fiscal 
year were $1,348,029,543 9*3, and the disbursements $1,334,615,175 57. At the 
office of the Assistant Treasurer in New York the receipts were $637,051,546 63, 
and the disbursements $622,842,627 92. At the office of the Assistant Treasurer 
in Boston the receipts were $118,900,00.0, and the disbursements $115,750,000. 
At the office of the Assistant Treasurer in Philadelphia the receipts were 
$113,248,031 27, and the disbursements $109,733,3.46 03. 

The receipts and disbursements at the ofiices of the Assistant Treasurers at 
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San Francisco and St. Loiiis, and of the Designated Depositaries, especially 
at Baltimore, Cincinnati, and Louisville, have been large beyond- precedent, im
posing labors and responsibilities correspondingly large. Tbe Secretary cannot 
express too strongly his satisfaction with the manner in which these officers have 
generally ]3erformed their onerous and multiform duties. 

The act of Congress relating to captured and abandoned property, approved 
March 12, 1863, and the proclamation of the President of the 31st of lihc same 
month, devolved upon the Secretary the duty of regulating commercial inter
course in conformity with the acts of July 13, 1861, and May 20, 1862, and 
under license of the President, between the States declared to be in insurrection 
and the other States of the Union; or, to use the description commonly em
ployed, between the rebel and the loyal States. This duty has been found 
exceedingly arduous and perplexing. 
. Prior to the act and proclamation of March, the Secretary had attempted some 

restrictive regulations with the view of preventing supplies to rebels ; but the 
state of the law, and the terms of the original proclamation, made it difficult to 
act with much efficiency or usefulness, and the regulation of the trade ŵ as assumed 
alm.ost exclusively by the military authorities. Immediately, however, on tbe 
publication of the proclamation of March, the Secretary, issued regulations of 
trade, framed on the best information and with the best consideration he was 
capable of giving them; and earnest and persevering endeavors were made to 
bring the whole subject under their control and under jDroper supervision. Ex
perience revealed defects in the regulations, and they were revised, amended, 
and republished in September last. 

The subject is too vast and complicated, the appetite for trade is too eager and 
exacting, and the impatience of all restraint, however salutary or necessary, is 
too great, to allow any hope of avoiding many and sometimes just complaints. 
But the Secretary has kejDt steadily in view the plain duty prescribed by the law 
of preventing any supplies from being carried into districts controlled by rebels ; 
tbe equally plain duty of allowing and securing, so far as practicable, without 
intercourse with rebels, supplies of necessaries to the inhabitants of districts in 
which the rebellion has been suppressed; and the clearpoiicy of supporting and 
facilitating the efforts of loyal citizens to obtain wherever obtainable, without 
going beyond the lines of national military occupation, cotton, sugar, tobacco, 
tar, rosin, and such other products of the rebel States, for the benefit; of loyal 
commerce. To this end he has selected persons of known intelligence, and pro
bity as supervising special agents, and through them others of like characters as 
assistant and local special agents, to exercise the necessary powers over inter
course, and has imposed, with the sanction of the President, and as conditions of 
license, such fees and contributions on the trade permitted, as were thought 
•necessary to defray the cost of supervision, and add something to the means fbr 
•the prosecution of the v/ar. The agents of all grades have generally been dili
gent and faithful in the discharge of their several duties. A few of subordinate 
grade have proved incompetent or unworthy, and have been dismissed; and the 
same measure will be promptly applied to all, of whatever grade, to whom public 
duty may require its application. , ' 
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By an order of the Secretary of W^ar issued on the last of October last, the 
care of abandoned'plantations-and other real estate has been devolved upon the 
supervising agents, who have been instructed to accept the charge and use 
their best endeavors in its execution. The charge of abandoned lands and 
plantations necessarily carries with it, to some extent, the charge of freed men. 

The whole charge is at present under military sanction only; for the acts of 
Congixss concerning abandoned property relate exclusively to personalty. The 
order is of too recent date to allow receipts of reports concerning its practical 
effects. It is only very clear that some system'should be adopted and steadily 
pursued wdiich will best serve the great objects of restoring tranquillity, order, 
and prosperity to the States and parts of States in which the national authority 
is or may be re-established, and at the same time securing the rights and welfare 
of the loyal and enfranchised people. To these results the labors of the Com
missioners of Direct Taxes, as well as judicial action under the acts relating to 
confiscation, must largely contribute. Already, under the sales for direct taxes 
in South Carolina, considerable propei.'t.ies divided into small tracts have passed. 
into loyal possession, and are cultivated successfully by the labor of freed men. 
In this connexion the Secretary asks permission to repeat a suggestion hereto- , 
fore made, that the proceeds of cotton, raised by the freed men before emancipa
tion, and collected from those properties, should be applied in some judicious w ây 
for the benefit of those who raised it. The whole subject wdll doubtless com
mand the attentive consideration of Congress. 

The important and responsible duty of receiving commutation money from 
drafted citizens, and placing it to the credit of the Provost Marshal General, 
with the Treasurer, assistant treasurers, and designated despositaries, has been 
assumed by the collectors of internal revenue, at the instance of the Secretary 
of War. In the judgment of the Secretary of the Treasury this money should 
be paid directly into the Treasury and drawn out upon requisitions for the 
purposes to wdiich it is appropriated by Congress. The Secretary of War 
thought, ll0^yever, that the other mode of collection and disbursements would 
be less burdensome to drafted men and more convenient for the payment of 
substitutes. His Avishes were promptly complied with, and the wdiole matter 
is noAv submitted to Congress, ' . 

Under a resolution of the Senate, adopted on the 12th of March last, the 
Secretary has taken measures for the preparation of the fullest statement pos
sible, wdth existing means of information, of the foreign and domestic commerce 
of the United States, including that of the Pacific coast. The learning and 
ability of the gentlemen employed in this work warrant the,expectation that a 
very instructive account will be obtained of the condition and prospects of our 
foreign commerce iirom and to the Atlantic and Pacific coasts, as v/ell as overland, 
northward and southward, and of our internal tind inter-State commerce, 
including the trade between loyal and rebel States, and between the bread-produc
ing and gold and silver producing districts of our 'country. The materials for 
a proper statement of this internal commerce must be sought in^reports of State 
commissioners of statistics, of boards of trade, of railroad and canal companies, 
and occasional or periodical publications relating to trade and business. Thi& 
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is a department of statistics comparatively new and difficult of exploration, but 
no pains wdll be spared in the search, in the hope of being able to submit to Con
gress a result, of no insignificant value to the business community and to those 
charged wdth the duties of legislation and administration, which will itself suggest 
the action ''necessary to enlarge and protect the important interests involved." 

Under the sanction of the acts relating to the subject, the Secretary has taken 
measures for preparing and printing fractional currency bonds and notes in the 
Treasury Department, with a degree of success wdiich already assures decided 
economical advantages and warrants the expectation of satisfactory results. 

• The Secretary has already invited attention to the reports of the Register, the 
Comptrollers, and the several Auditors. 

The Report on Commerce and Navigation for the fiscal year 1862, prepared in 
the Eegister's office, has been greatly delayed by causes explained in his report. 
The same report for the fiscal year 1863 is also nearly ready, and will be sent 
to Congress within the next month. Its important information will be found 
much better classified and arranged, and much more clearly stated, and there
fore much more acceptable for use than heretofore. The Secretary suggests that 
it will promote the interests of commerce and expedite future reports if provision 
be made for the monthly, or at least semi-annual, publication of the returns of 
imports and exports. • . 

The suggestion of the Second Comptroller that the salaries in the offices of the 
Comptrollers should be higher than in those of the Auditors, and that promotion 
should take place from the latter to the former, is respectfully commended to 
legislative consideration. If sanctioned by law, it will doubtless promote ac
curacy and promptitude in the revision of accounts. 

The vast expenditures of the war, in life and treasure, have devolved unex
pected labors on the Auditors' Bureaus, and especially those of the Second and 
Third Auditors ; and the difficulties, attendant on the organization of a proper 
force for the settlement of the suddenly accumulated accounts, have caused some 
delays, which the most strenuous efforts have been made, in vain, to avoid. I t 
is hoped, however, that the accumulation wi#ll now be arrested and henceforth 
steadily reduced. The Secretary respectfully suggests that some provision be 
made by which officers of the department may be enabled to attend the armies 
and collect information,, and especially in regard to the wounded, the missing, 
and the killed, which will facilitate the promptest settlement of the claims made 
in behalf of destitute families, and widows^and orphans. 

The Report of the Solicitor wdll exhibit the action of that officer in the inves
tigation of frauds perpetrated by certain persons foiinerly employed in the New-
York custom-house. The legislation of last session, the prompt dismissal of the 
guilty parties yet remaining in office, and the measures of prevention devised 
and adopted will, it is believed, sufficiently protect the government against the 
repetition of these or the commission of like frauds. 

The Secretary renews the recommendation, submitted in his last report, of the 
purchase of the Merchants' Exchange in New York, now occupied under lease 
as a custom-house. 
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The operations of the Coast Survey have been distinguished by even more 
than usual activity. On the northern coast the work has been vigorously pros.-
edited, notwdthstanding the existence of the war; while, in compliance with ap 
plications from military and naval commanders, parties have been detailed for 
work on the southern coast, on the rivers of the interior, and, indeed, wdierever 
their services could be made available. From these labors, of an importance cor
dially acknowledged by the officers to whom they have been rendered, the value 
of the survey, and the merits of those by whom it is conducted, receive fresh il
lustration. 

During the last summer a number of rebels ran into Portland harbor in the 
night and seized the revenue cutter lying there, its commanding officer being, 
sick on shore, and a portion of the crew^ absent on leave. They succeeded in~ 
leaving the harbor unobserved; but early in the morning the collector of the 
port, hearing of the affair, took instant measures for pursuit by chartering two 
passenger steamers, arming them with whatever could be mo§t promptly ob
tained, and providing the necessary force of volunteers, citizens and soldiers. In 
a few hours the rebels had been compelled to abandon their prize, after setting 
her on fire, and being themselves taken prisoners.. The value of this capture can 
best be estimated by the damage inflicted on commerce by the same rebels in the 
Tacony, a vessel every way inferior to the one they had seized. The Secretary 
deeply regrets that the collector no longer lives to read this acknowledgment 
of his prompt, energetic, and judicious action. 

The Eeport of the Board of Supervising Inspectors of steam vessels, to whose 
supervision Congress has wisely committed the employment of steam in water 
transportation, is herewith transmitted. The importance of its action may be 
inferred" from the simple statement that there have been inspected during 
the past year 933^ steam vessels, valued at $10,135,057, wdth an aggregate 
tonnage of 405,000 tons, which have carried, for shorter or longer distances, 
6,420,000 passengers. The Secretaiy invites attention to the suggestion of a 
safe system of signals, by sounds and lights, adapted to the use of steam vessels, 
whether in the merchant or national service, and which may, perhaps, be ex
tended so as to embrace sailing vessels also. Such signals, understood by all, 
might avert many disasters and be the means of many benefits, without at all 
interfering wdth any peculiar system required for special communication between 
vessels of the navy. 

The Secretary renews the recommendation of his last report, that authority 
be given to sell the buildings erected, but not needed or used, for hospitals, and 
also such other buildings as are unoccupied or not required for their intended 
purposes. 

The operations under the charge of the light-house bureau have been satis
factorily prosecuted during the year. The Cape Charles light-house, at the 
entrance of Chesapeake bay, was destroyed, by guerillas in August last. Its 
reconstruction is of great importance to commerce, and should be immediately 
authorized and provided for. ' 

The light-house system of the United States, unlike those of commercial na-
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tions generally, is maintained wholly at our own cost. The Secretary suggests 
the expediency of providing for its support and enlargement hereafter, so far as-
treaty stipulations will permit, by a small duty on tonnage for light-house pur
poses. The benefits of the system accrue to foreign as well as to American 
commerce, and its burdens should be a^^portioned accordingly. 

In this report the Secretary necessarily, omits many things; but he cannot 
omit the expression of his cordial appreciation of the zeal, intelligence, and 
fidelity which the officers of the department generally have brought to the dis
charge of their several duties. To their labors he sensibly feels and gratefully 
acknowledges that he is indebted, in great part, for the measure of success 
which has attended its administration. 

Still less could h^ excuse himself should he omit to say how distinctly he 
recognizes, on looking back through the year, the tokens of that Divine 
Providence which has led our country through perils of every kind. How 
steadily and grandly, and through what a sea of troubles, under that benignant 
care, the Great Eepublic has moved on! How confidently may we trust it>s 
Future to the same sacred guidance! 

S. P. CHASE, 
Secretary of the Treasury, 

TREASURY DEPARTMENT, December 10,1863. 
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