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ON DEPOSITE ^BANKS. 

APRIL, 1834. 

TREASURY DEPARTMENT, 
^ - : ^ . April lb, 183L 

SIR : I have the honor to acknowledge the receipt of your letter of the 
7th instant, and proceed to reply to the inquiries made by the Committee 
of Ways and Means. ' . . 

In my report to Congress at the commencement of the present sessiori, 
assigning my reasons for renioving the deposites from the Bank ofthe 
Uniied States, I expressed the opinion that a corporation of that descrip^ 
tion was not necessary either for the fiscal operations of the Government^ 
or the general convenience of the people. 

One of the arguments most frequently urged in favor of the expediency 
of a Bank of the United States, is the salutary influence which it is sup
posed to exerl in securing to the country a sound currency. It is said 
that the State banks have a constriUt tendency to overissues, and that a su
perior power is necessary to keep them in check, and to control them in 
this particular ;. and the argument is constantly'and earnestly pressed, that 
a Bank of the United States is the fit and appropriate means to accomplish 
this object. . 

If there be any force in this argument, the paper currency furnished by 
the State banks, as well as that issued by the Bank of the'United States, 
ought now to be ina sound state. The Bank of the United States has been in 
existence seventeen years, and must have already exerted all the influence 
in relation to tjie currency which can ever be expected from such an insti
tution. And i f i t exercises a wholesome and salutary control over the 
conduct of the State banks, and restrains them within proper bounds, it 
has had full tirne and opportunity to exert that power, and,the notes of the 
Slate banks, as well as those of the Bank of the United States, ought now 
to be found in a safe condition; for it must be admitted that we.have 
gained but iittle by chartering the Bank of the United States, if only the 
comparatively small portion of the paper currency furnished by itself is 
sound, while the great mass of the circulating medium is inherently vicious, 
and liable to be di'sordered at any moment. It is believed that more than 
three-fourths of the' present paper currency is furnished-by the State 
bariks; and if so large a portion of our circulating medium is unsafe iand 
Unworthy of credit, then the Bank of the^ United States is either incapa^ 
ble of exercising the salutary control elaimed for it, or it has failed to 
perform its duty to the pablic. In either event, it is time to look for some 
other remedy. ^ 

Jud^ring from lhe best informatidn which the department has been able 
to obtain,'the paper of the various banks (including the Bank of the United 
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States) in actual circulation in ordinary times, amounts to at least eighty 
milliotis of dollars. Of this sum the Bank of the United States furnishes, 
generally, less than twenty miliions, arid the v.arious State banks more 
than sixty millions; lhe specie in the vaults of the same banks, to support 
this extended credit, does not, probably, exceed twenty-five millioris. 

In estimating the amount of specie, I confine myself to the coin sup
posed to be in possession of the banks, In sonn? of the States the circu
lation of bank notes below five doilars is prohibited by law, and in these 
States there is a considerable ainount of specie passing from hand to hand, 
and forming a part of the ordinary circulating medium. It does riot, 

.however, probably exceed four miliions of dollars. This metallic circu
lation lessens, by so much, the amount of paper;-arid, to that extent, it 
diminishes lhe evil occasioned by the great disproportion between the pa
per superstructure and its metallic basis. But the coin which is thus cir
culating cannot be brought in aid of the paper currency, when a panic, 
or any other cause, suddenly-throws it back upon the .banks fbr redemp^ 
tion. I t cannot, therefore, be estitnated as a part of the means to secure 
the payment of the actual paper circulation. It takes the place of so much 
paper in the mass of the circulating mediuin, and ihereby. lessens the 
amountto be redeemed; tut it will never "firid its way into- the banks, 
when their notes are rapidly returning' upon them. They must rely on 
the amount actually in their vaults; and k is with this .amount that we 
pus t compare the paper circulation, in order to decide.whether it is in a 
^afe condition. . ^ • , 

It is evident that the: chief part ofthe paper, currency of the United 
States iTi ust always be furnished bythe Slate: banks. No Bank ofthe 
Uniied States could provide; a sufficient amount for the whole nation, with
out giving to it a capital'ofsuch enormous and startling magnitude, that 
no one, it is presumed, would seriously propose it; and if 'Congress are to 
legislate with the view of securing to the people of the United States a 
sound paper currency,lhe condition' of the notes of the State banks is of 
îTRi'ch more importance to the conimunity than that of any Bank of the 
United States. The notes of the different local banks form the ordinary 
circulating medium for the great body of our citizens,'and it would be un
just to Ihem to.disregard its conditiom The.whole currency of the coun-
try'shouldbe placed in a sound and healthy state, as far as the-legitimate 
^authority of the, United States willenable, them to accomplish that object. 

Underthe vauthority delegated to Congress by the constitution of the 
•Pnited States, they have nopower to establish by law a paper currency; 
and the.influence \vhich they may lawfully exercise in securing its sound-
riessis altogether incidental. In legislating: within the admitted scope of 
their authority, they,may, without assuming powers' not grarited, look to 
;|he effect which their laws will produce upon an interest of so much im
portance as that of the paper circulation now floating through the country, 

n aking this view of the subject, the fifst inquiry is, what isilhe present 
condition of the ordinary.circulating medium of the UnitedStates? '• Is the 
great mass of the paper currency in a sound and healthy condition ? If it 
Is, we must endeavor to find means to preserve it in its preserit state, when 
fhe Bank of the United Sta,tes shall cease^to exist. But if it is not, then 
jit is obvious that the creation of a Bank of the United States will not ac
complish this desirable object; andthat, even on the score of expediency, 
without reference to constitutional objections,,some other plan should be 

'devised. 
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' If the estimate I have made of the proportion between the paper circu
lation, and the specie in possession pf the banks, be correct, or nearly sOj 
the condition of- the eurrency is obviously such that the nation should not 

•.be content with it, nor desire to continue it in its present state, it is an 
immense superstructure of paper resting on a metallic foundation too nar-' 
row to support it. It has never been sustained by its own inherent stfenirth, 
but by public confidence. When every one firmly believes that the notes 
of the banks will̂  on demand, be paid in coin, they readily circulate, and 
answer all the purposes of money. But the moment that confidence is im
paired, they lose their v.alue as. a part, of the circulating medium, and are^ 
reuirned upon the banks for redemption in specie ; and the disproporiion 
between the paper, circnlation and tlie cpin prepared, to redeem it is so great, 
that it is constantly liable to have its chief support, pubtic confidence, with
drawn from it. 

In speaking of the dangers to which the currency is exposed. I do not 
mean to intimate that the State banks are unable,to'pay the amount of the 
•notes they have issued. On the contrary, I am persuaded that, with very 
few exceptions, they are as safe- as the Bank of the United States ; for that 
Bank has never been in a condition to^ redeem its notes in specie, if they 
were aii suddenly thrown .back upon it. My object in inviting the atten
tion'of the committee to this subject is not only to show the real condition 
.of the currency, but to mark the utter inconsistency of the argument which 
urges the recharter of the Bank of the Unite.d States on the ground that it 
has furnished, a soiind currency to the nation, and, at the same time, at
tempts to discredit the notes of the State banks. .Both parts of the argu
ment Cannot be true. The Bank'of the United States has not furnished 
the nation with a sound paper currency,and has produced no salutary 
effect ori the great mass of it, unless the issues of theState-^banks are now 
in a safe and healthy condition. . , • ' 

The difiiculties under which the State banks are laboring at this time do 
not prove that they are unsound, nor that they have been worse managed 
than the Bank of the Un ted States. When reports injurious to the credit 
of the State bariks are industriously and widely circulated, some degree of 
embarrassment is unavoidable, especially when it is generally supposed to 
be in the power of the .Bank of the United States to stop tht̂ .m at its pleasure. 
The evil is, however, in its nature tetnporary, and. will soon pass away, 
and the intelligence of the citizens will readily discover that .the present 
difficulty is the offspring of useless alarm and excitement, and of a delib
erate design to, destroy the credit of the Slate banks; and when the real 
object of the unfounded rumors which are daily circulated shall be under
stood by the people, confidt^nce will soon be restored, and business resume 
its usual channel. , . 

The stoppage of a bank, from- any cause, naturally produces a run on 
thebanks in its neighborhood, and, if pains are taken to increase, the ex
citement and alarm, the evil,will be m.ore extensively felt than it would be 
in.ordinary times. - . 

The dangerous expansion ofthe paper circulation, compared with' its 
specie basis, sho^ys that there is something essentially vicious in the whole 
system; and the, mischief, so far from being corrected or lessened by a 
Bank of the United States, is more probably aggravated by such an insti
tution. The oreat amourit of paper afioat proves that the quantity depends 
more on the discretion andjudgment of those who make the paper, than 
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on their abihty to redeem it whenever it is called for. The dominion 
which a Bank of the United States must always exercise over the smaller 
corporations of the States, vests in it the entire discretion of expansion or 
contraction. If it discounts and issues its paper freely, the State banks 
are induced, by the hope of profit, to follow its< example. If it suddenly 
curtails, they must curtail also, or become the victims of their own impru
dence. And if, by any means, the conduct, of that bank disturbs the-pub
lic confidence in the safety of the State banks, their notes will be -returned 
upon them with such rapidity as to -endanger even the best,managed in
stitutions. And.while su-ch a power remains in.the hands of a sing'le cor
poration, the country will be constantly liable to .sudden agitations and 
excitements,ifrom the alternate expansion and contraction ofthe currency; 
and those engaged in commerce will, in the years of abundance, be led 
into an extension of their business, which must, in the succeeding years of. 
scarcity, inevitably result in bankruptcy and~ruin. In a time of pressure con^ 
fidence is easily shaken ; and. whenever it becomes the interest of the Bank 
of the Uhited States to excite alarm-in the country, its great money power 
will most commonly enable it to effect the object, and, by destroyina: con
fidence and credit, in a few months throw the whole business of the iiation 
into confusion. A system of currency thus liable to constant fluctuations, 
and always in danger oT beins: entirely overthrown, is certainly one of the 
worst that can be devised. Every species of property is unstable and in
secure, unless the currency which is to be exchanged for it'shall'be steady 
in Its value, and not liable to be seriously disturbed by accident or design. 
And the danger and evil are abundantly manifested by the history of the 
United States since the establishment of the present bank. Years of hol
low prosperity have beeii succeeded^by years of pressure and suffering; 
and the present condition of things demonstrates how readily a concerted 
effprt to excite" a paaic,o and destroy confidence, may endanger the great 
mass of the circtifating medium, and injure most extensively the property 
and industry of the. country. The great evil of our'present currency is the 
disproportion between the paper in circulation and the coin prepared to 
redeem it. The rernedy is to diminish this disproportion, and to give to. 
thepaper currency a broader and firmer metallic foundation. Can this 
object be best accomplished with, of without, a Bank ofthe United. States? 

I do not perceive : that a Eank of thê  United States, upon any plan, is 
likely to diminish th'e evil. It may perhaps be supposed that a restriction 
on the bank, which would prevent it from issuing notes below twent}^ dol
lars, would tend to accomplish the object; but the only effect of such a 
restriction would be to substitute the notes of State banks of the lower de
nominaiions, in place of the notes of the Bank of the United States. Gold 
and silver will never circulate where bariks issue, notes which come in 
competition with the-m; for itwill invariably happen, that when the cir-
culatmg niediurii is composed'of different kinds of moriey, and oneof them 
is less valuable than the olher, but not,sufiiciently depreciated to be discred
ited, the inferior will, .after a time, become the general currency, and the 
more valuable willentirely disappear. . -

This is obvious in the States where the banks issue notes as low as one 
dollar; fbr silver dollars are never found in circulation where paper ones 
are freely issued by the banks. In order, therefore, to bring the precious 
metals into nse, the rivalship of paper m.ust be .effectually taken away. We 
must not only remove the iiotes of the Bank of the United States, but alsô  
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lhe note^ of the State banks. And to create a Bank of the United States, 
and restrict its issues as above suggested, would be to invite the State 
banks to issue largely that description "©f paper which will not be inter
rupted by the competition of the Bank of the United States. The paper 
circulation would not be diminished, nor would the proportion of the metals 
be increased. Paper dollars would still be manufactured in the same 

. abundance; they would still come in competition with gold and silver, and 
drive them from circulation. 

This restriction, therefore, on the issue of the smaller notes, cannot be 
effectual, unless the several States shall be willing to co-operate with the 
legislation of Congress. They would" hardly be expected to prohibit the 
issue of notes linder twenty dollars by their banks,-while a Bank ofthe 
United States was in existence, with all the advantages it would possess 
'Over the State institutions. And,, if they could be induced to unite in such 
a plan, the inevitable result would be to put an,end to the State banks; for 
their circulation of the larger notes would be so much restrained by the 
competition and superior advantages ofthe notes of the Bank of the United 
States, that the small State corporations .would probably soon find their 
charters of no value, and be compelled to wind up their -concerns. The 
field for paper currency would then.be left entirely, to the Bank ofthe 
UnitedStates. Their'notes being receivable, everywhere, in payment of 
debts due to the Govefnment, would give them a credit beyond.their real 
value. Tlie temptation, under such circumstances, to overissues of pa.per, 
would be almost irresistible; and aftef closing, by this course of legisla
tion, the doors of the State banks, we should soon find ourselves with a paper 
currency equally liable to depreciation with the present one, from the great 
disproportion the paper would bear to the specie provided to redeem it. 
Iri a plan which would lead to such results, we could hardly expect the 
States to come in ..aid of the legislation of Congress. But we might count 
on their cordial co-operation in efforts to place the whole circulating me
dium ofthe country on a safe and durable foundation, when it can be done 
without injustice to their own.citizens, who are interested in the State in
stitutions. - ' ' 

The first step towards a sound condition ofthe currency is to reform the 
coinage of gold. -The piesent gold coin, is worth more in silver than its 
nominal value. It is therefbre never seen in the ordinary exchanges of 
the country, and it is worse than useless to icontinue the expense of coining 
it at the mint, unless it is intended for circulation. , It will never make its 
Y/ay into general circulation, until the relative^ value of silver and gold is 
observed as near as may be in the pieces coined of the respective metals. 
It has been truly said that gold is the antagonist of paper. Silver is too 
heavy to be transported from place to place in large sums, without incon
venience; some other circulating medium of general currency is therefore 
necessary, everi for the expenses of a journeys from one State to another. 
There must be either a paper currency of general credit, or gold must be 
introduced; and it is essential that,in its standard value as eoin, it should 
be placed on its proper footing, in relation to silver, before a paper cur
rency of general credit can be conveniently dispensed with. The charter 
tothe Bank ofthe United States, by making its paper receivable every 
where for debts due to the'Governraent, furnislies a paper currency not 
equal to gold or silver, but yet of sufficient credit for commori use, and for 
the .purposes of travelling from place to place. This will continue until the 
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3d of Biarch, 1886. I t i s desirable, therefore, that provision should be 
made at the present session of Corigress for the reform of the gold coins. 
The coinage will Yecimre. time, arid as this general paper currency is grad
ually retiring from circulation, the gold should l)e prepared to take its place. 
We produce gold toa large aniount in the UnitedStates, and the product is 
increasing every 5;̂ ear. The greater part of it is now exported as bullion, and 
this will-continue tobe the case until the value of the gold coin is changed. 
Even if the change should be made at the present session, there would riot 
perhaps be a sufficient supply-^of our own gold coins to meet the demand 
for a circuiating medium of general credit at the expiration of the charter 
of the bank. .But if foreign gold coins shouid be made ,a legal tender, at 
their real value, there would doubtless be eriough pf that nietcil, at the time 
above mentioned, to- meet tiie wants of the public. And there Pan be no 
sufficient reason for throwing but of circulation the foreign coins of gold 
or silver, which are current in other parts of thes commercial world. In
deed, as a measure of immediate relief in the present slate of things, it is 
necessary that fhe fbreign coins, both of gold and silver, should be fnade a 
legal tender in payment of debts, accordingly their intrinsic value. Very 
large; importations of the fpreign coins are continually arriving in the 
United Staites; and if they can be, used by the Slate banks to discharge 
their engagements, they will probably remain here, and become a part of 
our circulating medium; and if they were made a legal tender in payment 
df debts, it would enable the State banks to extend their issues, and to re
deem their Iiotes with greater facility. I respectfully invite the early at
tention of Congress to this, subject, and regard the proposed alteration in 
our lavÂ s as peculiarly necessary in the present exigency, and calculated 
to produce immediate and'extensive benefit. As- the Bank-̂  of the United 
States withdraws its .circulation, it is of the first importarice that the-State 
banks should be enabled to extend their issues, and to supply immediately, 
by their notes, the place which was filled by the notes of the Bank of the 
UnitedStates. • . 

With the reform of the gold currency,4t is proper to a'ssociate measures 
to prevent the issue of small notes. The only step which Congress could 
with propriety take in relation to the notes of the" State banks, wouid he 
to provide that no bank should be a depository of the public, money, nor. 
should'the notes of any bank be receivable in payment of debts to the 
United St'ates, which issued notes below a certain denomination. ' We may 
safely rely on the co-operation of the several States to impose" upon their 
banks the restrictions necessary to aid in this desirable change in the state 
of the currency. ' The alteration ^proposed should, however, be gradual. 

V A day might be fixed, after which the restriction above rnentioned should 
go into operation, as relates to notes below five dollars. A further restric
tion, so as to affect notes under ten dollars,'would hereafter be advisable, 
and ought to be regardedas a pail ofthe plan now proposed to be adopted ; 
butit is not desirable^ at this time, to.name a definite day for that purpose.-
A great proportion of the issues of the Statebanks consists, of five-dollar 
notes. Any m.easure calculated to impair the currency of notes of this 
description about the time the Bank ofthe UnitedStates is going out of 
existence, would be injurious to the public. When the Bank of the Uni-. 
ted States is wilhdrawing its notes from circulation,'the void must be 
filled up by gold and silver, or by the notes of, the State banks, or the cur
rency will be injuriously contracted. And if notes, of five dollars iwere 
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then put out of circulation, the diminution of the currency would perhaps 
be ^severely felt. And no measure should be adopted calculated to impede 
their circulation, until it shall be manifest that the country is relieved irom 
any inconvenience arising from the withdrawal of the notes of the Bank 
of the United States: . But as soon as that period arrives, and it is apparent 
that gold and silver can be provided for the ordinary circulation below ten 
dollars, it would be advisable to extend the restriction to notes of that de
nomination ; for we can never be safe :from the fluctuaticms of the cur
rency until all note.s below ten dollars are banished from.circulation. And 
it will be still more secure when the restriction is carried up to notes of 
twenty dollars,.so as to substitute the gold eagles in the place of ten-dollar 
bank notes. • ' ^ 

It will be seen, from this statement, that it is no part of the proposed 
plan to dispense with the State banks. It obviously is not iri the power 
of Congress (if ft desired to do so) to take any measures fbr̂  that pur
pose without an amendment to the constitution. And the .States would 
not, and ought not, to surrender the power of chartering banking companies. 
The State banks'are now so numerous, and are so intimately connected 
with our habits arid puTsuits, that it is impossible to suppose that the system 
can ever be entirely abandoned. Nor is it .;desirable that it should be. 
They are often abused, like all other 'human institutioris. Yet their ad
vantages are many; and, under proper regulations, and with the metallic 
basis now proposed for their paper issues, they will befound bf much pub
lic advantage. . . • . 

If there were no State bariks, the profitable business of banking and 
exchange would be monopolized by the great capitalists. Operations of 
this sort require capital and credit to a large extent, and a private' indi
vidual, in moderate circumstances, would be unable to conduct'them with 
any advantage. Yet there is, perhaps, no business which yields a profit 
so certain arid hberal as the business of banking and exchange; and it is 
proper that it should be opeUj as far as practicable, to, the most free compe
tition, and its advantages shared by all classes of society. Individuals 
of moderate means canriot participate in them, unless they combine to
gether, and, by the union of many small' sums, create a large capital, and 
establish an extensive credit. Tt is impossible to accomplish this object 
without the aid of acts of incorporation, so as to give to the company the 
security of unity of action, and save it from the disadvantage of frequent 
changes in the partnership, by the death oî  retirement of some one of the 
numerous- partners. The incorporated banks^ moreover, under proper regu
lations, will offer a safe and convenient investment of small sums to persons 
whose situations and pursuits disable them from employing the money pro
fitably in any other mode.' It is inot mpre liable to be lost when vested in 
the stock of a bank, than when it' is loaned to individuals. The interest 
on it is paid with more'punctuality, and it can be sold and converted into 
cash, whenever the owner desires to employ it in some othef way. Andif 
a larger portion of the metals is infused into the circulation, the business 
of banking will become more sound and wholesomie, and less liable' to the 
disasters from which it has suffered under our extravagant and ill-organ
ized system of paper issues. It "will render investments in banking com
panies entirely safe and secure to the holders, and afford them the almost 
absolute certainty of â  reasonable profit, without endangering the capital 
invested in it. 
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For these reasons, it is.neither practicable nor desirable to discounte
nance the continuance of the State banks. They are converiient and useful 
also for the purposes of commerce. No commercial or manufacturing 
community could conduct its business to any ad vantage,, without a liberal 
system of credits, and a facility of obtaining money on loan when the exi
gencies of their business may require it. This cannot be obtained without 
the aid of a paper circulation, founded on credit. It is, therefore, not the 
interest of this country to put down the paper currency altogether. The 
great object should.be to give to it a foundation on which it will safely 
stand. A circulating medium,' composed of paper, and gold, and silver, in 
.just proportions, would not be liable to be constantly disordered by the ac
cidental embarrassments or imprudences of trade, nor by a combination 
df the moneyed ̂ interest for political purposes. The value of the metals 
in circulation would remain the same, whether there was a panic or not, 
and the proportion pf .paper being less, the credit of the banks could notbe 
so readily impaired or endangered. ^ ' 

The state of the currency, then, which is proposed in the foregoing ob
servations, would provide silver and gold for ordinary domestic purposes, 
and the smaller'payments; and the banks, of the different States would 
easily be able to furnish exchanges between distant places, according to 
the wants of commerce.- There cannot, therefore, be any necessity for a 
paper, circulation of general credit throughout the country. Funds are 
more.conveniently and safely transferred irom place to place by "drafts and 
bills of exchange, than by bank notes. The immense operations between 
differerit parts of the. United States are now chiefly carried on by this 
means, and. it is only in particular places, and for comparatively small 
amounts, that notes lire used; and the local inst^itutions would, without 
doubt, in a very short time, make.arrangements among themselves to fur
nish the exchanges which comrnerce requires, and the competition among 
many would reduce the rate of exchange to its proper level. Besides, they 
would find it their interest to make agreeriients among themselves to horior 
each other's notes to a certain extent, and thus furnish, as far as might be 
•necessary, a paper currency of general circulation in such places as would 
be likely, from their intercourse with each other, to require such a conve
nience. But the establishment of such a paper curren.cy ought not to have 
any aid, direct or incidental, by legislative provisions. While it rests upon 
mutual arrangements among the banks themselves, they will keep the issues 
of each other within proper bounds ; but when they are able to extend 
their credit by any legal provisions in favor of their notes, the temptation is 
constantly presented to .avail themselves of this advantage; and overissues 
and overtrading are the necessary consequences. If, however, a difierent 
policy should be deemed advisable, the advantages now given by law to 
the Bank of the United States might easily be extended to the notes of the 
depository banks ; and if their notes-, were made receivable iri payment of 
all debts to the Government, their currency and generab'credit-would be 
<quite equal tothat now enjoyed by the Bank ofthe United States. Believ-
.ing. however, that such a provision would be calculated to increase the 
issues of paper, I cannot recommend it. The' chief object of the plan I 
propose is, to increase the proportion of the metallic currency, without di
minishing inconveniently the general mass ofthe circulating medium; and 
any provision tending to enlarge the proportion of paper beyond what the 
public convenience requires, should be studiously avoided. - ' 
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The advantages of the proposed plan over the present currency will not 
be confined to the superior stability of the paper circulation. The laboring 
classes of the community are now paid their daily or weekly wages in 
bank notes of the smaller denoininations; and if there are any in circula-. 
tion of doubtful value, or depreciated in public estimation, they a,re too 
often used in payments to the poorer and more helpless classes of society-
They are not al\yays judges of the value or genuineness of the notes of
fered to them, and consequently are often imposed upon, and their small 
earnings still more diminished by the depreciated character or entire worth
lessness of paper in which they are paid. 

If the alteration suggested should be adopted, the smaller notes would 
soon be-banished from circulation- everywhere, and tlie laborers would 
therefore be paid in gold and silver ; and that portion of society which is 
most apt to suffer from worthless or depreciated .'paper, and who are least 
able to bear the loss, would be guarded from imposition and injustice. It 
is time that the just claims of this portion of society should be regarded in 
our legislation in relation to the currency.-. So far we have been providing 
facilities for those employed in extensive commerce, and have left the me
chanic and the laborer to all the hazards of an insecure arid unstable circu
lating medium. 

It may be objected to this plan, that, in giving to the Executive Depart
ment the power of selectirig these fiscal agents from among the Statebanks, 
an undue influence may be e'xercised over them, and the power be used 
for improper and corrupt purposes. The answer to it appears to be a plain 
one. The States in which these' institutions are situated can, at all times, 
controh them, and would effectually interpose to prevent such abuses of 
power. Besides, with the diminished revenue which will hereafter be col
lected on the reduced tariff of duties, it is impossible to imagine that the , 
gain to be derived from the public, deposites, when distributed, as they 
must be, among.so many^banks airid among so. many stockholders in each 
bank, can ever be .sufficiently important to tempt them to swerve from their 
duty, or to influence in any respect thei reconduct or opinions. 

But it.is proper, no doubt, in all cases, to restrict political power within 
certain and defined hmits; and it will be advisable, therefore, to regulate 
die selection in such a manner as to remove all apprehensions of its abuse.' 
The following are respectfully suggested for consideration : 

If the danger of abuse is considered by Congress as one of any magni
tude, and as likely to produce improper influence, it may be effectually re
moved by making it the duty of the Secretary of the Treasury to divide 
the deposites among all the incorporated specie-paying banks of the place 
where the revenue is collected, in proportion, to their respective capitals 
actually paid in, provided they are all wilhng to receive them upon the 
terms prescribed bylaw ; and if they are not all willing, then among so 
many as would agree to take them. 

Every danger ôf abuse in the selection will by this mode be taken av.̂ ay, 
and the safety of the money could be secured by authorizing the Secretary 
of the Treasury to demand security from any of these banks, when, in his 
judgment, the public interest required it; and there might also be a prohi
bition against removing the nioney to any place except where it was imme
diately necessary for the purpose of disbursement. 

This mode would somewhat complicate the operations of the depart
ment; yet I do not perceive that itwould produce any serious inconve-
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nience to the public service. It might, and probably would, make it neces
sary to employ one or two more clerks in the department; but that would-
be .but a small consideration, if it be deemed advisable to take from the 
Executive all discretion over the. subject. 

If, however, Congress should agree with me in supposing that the dan
ger apprehended from this discretipn is more imaginary than real, I would 
then respectfully propose the following regulations : , 

1. That the Secretary of the.Treasury should annually, at the begin
ning of each^ session, report to Congress the banks which had been used 
by him during the year as tne depositories of the public money. 

2. That the banks orice selected as the depositories pf the public money 
should be continued as such, uriless, in the judgment;' of the Secretary of 
the Treasury, the public interest required the depository to be changed ; in 
which case, he should report, to Congress, at its next session5^the reasoii pf 
the change. 

3. That in all cases where there were two or more banks at the same 
place where the revenue is to be deposited, at least two should be einployed 
as depositories of the money of the United States, if they are wilhng to re
ceive it, and give the security that may be required., . 

4. Where there shall be no banks at the places where the revenue is 
received, the money shall be deposited in such places as the Secretary shalb 
direct, subject to the same obligation to repprt to Congress. 

5. No bank to be selected as a depository of the public money, or con
tinued as such, which shall deal in any.stocks, except those of the State in 
Avhich it is situated, or of the United States. 

6. After the 3d of March, 1836, no bank to be used as the depository of 
the public money, which shall issue or pay out notes below five dollars * 
and the notes of no bank to be received in payment of debts due to the 
United States, which shall issue or pay out notes ..of a less denomination, 
than that above mentioned after the time aforesaid; nor shall any bank be 
a depository of public m.oney which does not pay specie on demand for its 
nptes. ' 

.7. Each bank selected for the deposite of the public money shall return 
a statement of its affairs to the Secretary of the Treasury once a month, or 
oftener, if required; such statement shall show the aggregate amount 
loaned to its own oflicers and directors, arid also the amount loaned on its 
own stock.. ' 

With these limitations, it is believed that .'the piiblic riioney will be safe, 
an|d that even the possibility of abuse will be taken away. ^ 

In submitting this view of the currency,* and the plan of imprbving it, I 
have endeavored to provide aigainst the danger of a too sudden contraction 
of the preserit circulating medium. I am not prepared to say that the 
amount in circulation; is at this moment greate.r, or eveii so great, as the 
convenience of the country requires. I think it is not, for it has been rap
idly and injuriously diminished. And it is to be regretted that the pains 
taken to destroy confidence in the ,great mass of the circulating medium 
has so far succeeded as to bring upon the community the inconvenience 
and suffering which a rapid reduction of the circulating medium unavoid
ably occasions. The great object now in view is, to terminate forever the 
evil of the present system, and to place the currency on a foundalion so 
stable, that it cannot again be shaken. , If a broad and sure foundation of 
gold arid silver as provided for our sj^stem'of paper credits, we need not 
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hereafter apprehend those alternate seasons of abundance and scarcity of 
money, suddenly succeeding each other, which have so fiir marked our 
history, and irreparably injured so many of ouf citizens. 

These remarks are respectfully submitted for the consideration ofthe 
committee. 

I have the honor to be, sir, 
Very respectfully, 

^ ,' Ypur obedient servant, 
. P̂ . B. TANEY, 

Secretary ofi ike Treasury. 
Hon. JAMES K . POLK,' 

Ckairman ofi\ the Committee ofi Ways and Means, 
' rfjouse ofi Representatives* 

• 
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