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The removal of the Public Deposites from the Bank of the United States.

——‘——

Decemner 4, 1833.

Read, and ordered that 5,000 copies of the report, and 1,500 of the documents, be printed
for the use of the Senate.

——e

TREASURY DEPARTMENT,
' December 3, 1838.

To the Honorable Huver L. WaiTk,
President pro tempore of the Senate.

Sir: In pursuance of the power reserved to the Secretary of the Treasu-
ry, by the act of Congress entitled ¢ An act to incorporate the subscribers
to the Bank of the United States,”” I have directed that the deposites of the
money of the United States shall not be made in the said bank or branches
thereof, but in certain State banks which have heen designated for that pur-~

ose; and I now proceed to lay before Congress the reasons which induced
me to give this order and direction, - _

The sixteenth section of the law abaveuiehtioned is in the following words:
¢¢ And be it further enacted, thai the déposites of th> money of the United
States in places in whick '§“,gq satd bank and branches ticresf. may be estab-
lished, shall be made i said banl: or branches thereof, unless.she Secretary
of the Treasury shall, af any tim3, ctherwise brday and direct; in.which case
the Secretary of the Yreasury shall’iinmrediately 'lay before Corgzess, if in
session, and if nat, immediately after the commencement of the nexs. session,
the reasons of such urder o7 ‘livection *’

It has been settled by “epialed adjudications that a charter granted by a
State to a corporation, like that of the Bank of the United States, is a con-
tract between the sovereignty which grants it, and the stockholders. The
same principle must apply to a charter granted by the United States; and
consequently the act incorporating the bank is to be regarded as a contract
between the United States of the one part, and the stockholders of the other;
and, by the plain terms of the contract, as contained in the section above

uoted, the stockholders have agreed that the power reserved to the Secreta-
‘ry over the deposites shall not he restricted to any particular contingencies,
but be absolute and unconditional as far as their interests are involved in the
removal. The order, therefore, of the Secretary of the Treasury directing the
public money to be deposited elsewhere, can in no event be regarded as a
violation of the contract with the stockholders, nor impair any right secured
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to them by the charter. The Treasury Department being entrusted with
the administration of the finances of the country, it was always the duty of
the Secretary, in the absence of any legislative provision on the subject,; to
take care that the public money was deposited in safe keeping in the hands
of faithful agents, and in convenient places, ready to be applied according to
the wants of the Government. ‘The law incorporating the bank has reserv«:
ed to him, in its full extent, the power he before possessed. It does not con«
fer on him a2 new power, but reserves to him his former authority without
any new limitation. The obligation to assign the reasons for his direction to
deposite the money of the United States elsewhere, cannot be considered as
a restricton of the power, because the right of the Secretary to designate the
places of deposite was always necessarily subject to the control of Congress.
And as the Secretary of the Treasury presides over one of the executive de-
partments of the Government, and his power over this subject forms a part
of the executive duties of his office, the manner in which itis exercised must
be subject to the supervision of the officer to whom the constitution has con,

fided the whole executive power, and has required to take c.'*s that the laws
be faithfully executed,

The faith of the United States is, however, pledged, according to the terms

of the section ahove quoted, that the public money shall be deposited in this
bank,¢ unless the Secretary of the Treasury shall otherwise order and ‘li—
rect.”” And as this agreement has been entered into by Congress in behalf
of'the Unite;d States, the place of deposite could not be changed by a legis-
lative act without disregarding a pledge which the legislature has given; and
the money of the United States must therefore continue to be deposited in
the bank until the last hour of its existence, unless it shall be otherwise or-
dered by the authority mentioned in the charter. The power over the place
of deposite for the public moeney would seem properly to belong to the legis-
lative department of the Government; and it is difficult to imagine why
the authority to withdraw it from this bank was confided exclusively to the
executive. But the terms of the charter appear to be too plain to admit of
question.  And, althongh Cengress should be satisfied that the public money
was not safe in the cure of (ke nauk, or should be convinced that thg interests
f}il":hzs;;:op‘.ifoflthed[;nite_d States imgerivusly demanded the removal, yet
(< > law directing i - ;
menpt intf which they have Enlt::::c’..be done would be a breach of the agres:
Assunring this te be the tree coastruction . C
it must he the duty of the ‘Secretary of the T:efa:}:fn ct}\‘war\t\:z:;gr:get}?::li:
posttes gf the public moneyv from that institution J\-")enever the change
would, in any desree, premets the public interest, Ip Es not necessary that
the deposites shiould be unsafe, in crder ta justify the removal. The au-
thority to remove is not limited to such a contingency. The bar;k may be
perfectly solvent, and prepared to meet promptly al
may have been faithful in the performance of its

interest may require the deposites to be withdrawn: and, as that cannot be

done without the action of this department, the Secretary of the Treasury
would betray the trust confided to him, if he did not cause the deposites tp
be made elsewhere, whenever the change would advance the public interests
or public convenience. The safety of the deposites—the ability of the:
bank to meet its engagements—its fidelity in the performance of its obliga-
tions—arce only a part of the considerations by which his judgment must be

guided. The general interest, and convenience of the people, must regu-
late his conduct.

y all demands upon it—it
duties——and yet the publie
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This principle was distinctly asserted by Mr. Crawford, when he was tl e
Secretary of the Treasury, soon after the bank obtained its charter. Ina

ostscript to his letter to the President of the Mechanics’ Bank of New

ork, dated February 13, 1817, he says: ¢¢The Secretary of the Treasury
will always be disposed to support the credit of the State banks, and will
‘invariably direct transfers, from the deposites of the public money in aid of
their legitimate exertions to maintain their eredit. But as the proposition of
the Bank of the United States excludes the idea of pressure on its part, no
measure of that nature appears to be necessary at this time.”> Other pas-
sages in the]correspondence of Mr. €rawford with the banks, about the pe-
riod abovementioned, might be referred to, equally indicating the same opi-
nion; and, at that day, no doubt seems to have beenentertained of the power
dr of the duty of the Secretary in relation to this subject, It does not ap-
pear to have been then even supgested that the right of removal depended
on the solvency of the bank, or the safety of the public money committed
to its custody. On the contrary, in the passage above quoted, the superior
safety of the State banks is by no means regarded as necessary to give him
the right to make the transfer to them. For he declares that he will give
the deposites to the State banks on account of their weakness, and to pro-
tect them from the Bank of the United States, if, by means of its superior
strength, it sought to oppress them. Nor can any distinction be taken be-
twveen the trausfer of a part and the transfer of the whole sum remaining on
deposite. The language of the charter recognizes no such distinction, and
the principle asserted by Mr. Crawford would have led him to the removal
Sf the whole amount of the public money to the State banks, if a pressure
on the part of the Bank of the United States had rendered such a measure
necessary in order to support the State banks in their legitimate exertions
to maintain their credit.

The language of the law, therefore, and the usage and practice of the Go-
vernment under it, establish the following principles:

1st. That the power of removal was intended to be reserved exclusively
to the Secretary of the Treasury; and that, according to the stipulations in
the charter, Congress could not direct it to be done.

2d. That the power reserved to the Secretary of the Treasury does not
depend for its exercise merely on the safety of the public money in the
hands of the bank, nor upon the fidelity with which it has conducted itself;
‘but he has the right to remove the deposites, and it is his duty to remove
them, whenever the public interest or convenience will be promoted by the
change. ,

Tagkeing these two principles as unquestionable, I proceed to state the rea-
aons which induced me to believe that it was necessary for the interest and
the convenience of the people that the Bank of the United States should
cease to he the depository of the public money. :

The charter of the bank will expire, according to the existing law on the
subject. on the 3d of March, 1856; and, for two years after the termination
of the charter, it is authorized to use the corporate name for the final settle-
‘ment and liquidation of the affairs and accounts of the corporation, and for
he sale and disposition of their estate, but not for any other purpose. It is
-the duty of the executive departments of the Government to exercise the
powers conferred on them, and to regulate the discretion conflded to them,
according to the existing laws, and they rvannot be sllowed to speculate on
the chances of future changes by the legislative suthority, Perhaps there

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



Digitized for FRASER
http://fraser.stlouisfed.org/

Le] 4

may be cases in which the discretion vested in an exccutive department
might, with propriety, be in some degree inﬂuer_lced by the'.ex.pectatlor_l Of_ fu-
ture legislation; but they must be cases in which _the principles of justice,
or the public interests, manifestly call for an alteration of the law; or where
some expression of the public opinion has strongly indicated thata change
will probably be made. But where nothing of this Kind exists, an eXecu-
tive officer of 'the Government is not authorized to regulate a discretion which
the law has entrusted to him, upon the assumption that the law will be changgd.
In deciding upon the couyrse which it was my duty to pursue in relation
to the depdsites, I did not feel myself justified in anticipating the renewal
of the charter on either of the abovementioned grounds. It is very evident
that the bank has no claim to renewal, founded on the justice of Congress;
for, independently of the many serious and insurmountable objections whic-h
its own conduct has furnished, it cannot be supposed that the grant to this
carporation of exclusive privileges, at the expense of the rest of the com-
munity, for twenty years, can give it a right to demand the still further en-
joyment of its profitable monopoly. Neither could I act upon the assump-
tion that the public interest required the recharter of the bank, because k
am ﬁrmly!persuaded that the law which created this corporation, in many of
its provisions, is not warranted by the constitution, and that the existence
of such a powerful moneyed monopoly is dangerous to the liberties of the
people, and to the purity of our political institutions.

The manifestations of public opinion, iastead of being favorable to a re-
newal, have been decidedly to the contrary; and I have always regarded
the result of the last election of President of the United States as the de-
claration of a majority of the people, that the charter ought not to be renew-
ed. It is not necessary to state here what is now a matter of history. The
question of the renewal of the charter was introduced into the election by
the corporation itself. Its voluntary application to Congress for the renmyal
of its charter four years before it expired, and upon the eve of the election
of President, was understood, on all sides, as bringing forward that gaestion
for incidental decision at the then approaching election. It was according-
ly argued on hath sides, before the tribunal of the people, and-their verdict
pronounced against the bank by the election of the candidate who was
known to have been always inflexibly opposed to it.

Under these circumstances, I could not have been justified, upon eithen
of the grounds abovementioaed, in anticipatin any change in the existing
laws, in relation to the bank; and asthe act of Congress which created the
corporation, limits its duration to the third of March, 1536, it became my
duty, as Secretary of the Treasury, in executing the trust confided to me
under the law, to look to that period of time as the termination of its cor-
porate existence. I had no sufficient grounds for presuming that the law
would be altered in this respect by future legislation, and a new charter be
granted tothe bank. It was therefore incumbent upon men in discharging
my official duties, to act upon the assumption that this corporation would
not continue in being after the time above specified. And in this state of
things, without any reference to the manner in which the bank has con-
ducted itself, it became necessary to decide whether the deposites ought to
remain in the bank until the end of its corporate life, or be removed at
some earlier period. In forming my opinion on this subject, T could only
inquire, which of these measures would most conduce to the public good.

It is obvious that the interests of the country would not be promoted by
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ptrmitting the deposites of the public money to continue in the bank until
ats charter expired. Judging from the past, it is highly probable that they
will always amount to several millions of dollars. It would evidently pro-
duce serious inconvenience, if such a large sum were left in possession of:
the bank until the last moment of its existence, and then be suddenly with-
drawn, when its immense circulation is returning upon it to be redeemed,
snd its private depositers removing their funds into other institutions. The
ability of the bank, under such circumstances, to be prompt in its payments
¢o the Government, may be well doubted, even if the ultimate safety of the.
deposites could be relied upon. Besides the principal tirculating medium
@ow in the hands of the people, and the one most commonly used in the
exchanges between distant places, counsists of the notes of the Bank of the
United States and its numerous branches. The sudden withdrawal of its
present amount of cireulation, or its sudden depreciation before any other
sound and convenient currency was substituted for it, would certainly pro~
duce extensive evils, and be sensibly felt among all classes of society.

It is well understood, that the superior credit heretofore enjoyed by the
arotes of the Bank of the United States was not founded on any particular
confidence in its management or solidity. It was occasioned altogether
by the agreement on behalf of the public, in the act of incorporation, to re-
ceive them in all payments to the United States; and it was this pledge on
the part of the Government which gave general currengy to notes payable
at remote branches. The same engagement in favor of any other moneyed
dnstitution would give its notes equal credit, and make them equally con-
wvenient for the purposes of commerce. But this obligation on the part of
the United States, will cease on the third of March, 1836, when the charter
expires; and as so soon as ihis happens, all the outstanding notes of the

_bank will lose the peculiar value they now possess, and the notes payable
st distant places become as much depreciated as the notes of local banks,
And if, in the mean time, no other currency is substituted in its place by
common consent, it is easy to foresee the extent of the embarrassment which
svould be caused by the sudden derangement of the circulating medium,
Lt would be too late, at that time, to provide a substitute which would ward
off the evil. The notes of the Bank of the United States in circulation on
the second of September last, which was the date of the latest return before
ane when the order for removal was given, amounted to $18,413,287 07,
,scattered in every part of the United States: and if a safe and sound cur-
wency were immediately provided, on the termination of the charter, to take
the place of these notes, it would still require time to bring it into general
use, and in the interim the people would be subjected to all fhe inconve-
niences and losses which necessarily arise from an unsound state of the cur-
gency. The evil would be so great, and the distress so general, that it
anight even compel Congress, against its wishes, to recharter the bankg
and perhaps more effectual means could hardly be devised for insuring the
renewal of the charter. It is evident, that a state of thimgs so much to be
deprecated can only be avoided by timely preparation; and the continu-
ance of ihe deposites can only be jusiified by the determination to renew
the charter. 'I'be State banks ean, I have ne doubt, furnish a general cir-
eulating medium, quite as uniform in value as that which has been afforded
by the Bank of the United Stdtes~—probably more so.  For it is wel}
known that, in some of the cities, the branches of the bank have been in
ghe habit, whenever they thought proper, of refusing to honor the notes of
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their own bank, payable at other branches, when they were not offered in
discharge of a debt due to the United States. But a currency founded on
the notes of State banks could not be suddenly substituted for that hereto-
fore furnished by the Bank of the United States, and take the place of it,,
at the same moment, in every part of the Union. It is essential that the
change should be gradual; and sufficient time should be allowed to suﬂ:er 1z
to make its way by the ordinary operations of commerce, without requiring
a hasty and violent cffort.

In this view of the subject, it would be highly injudicious to suffer the
deposites to remain in the Bank of the United States until the close of i
corporate existence: and as they cannot be withdrawn without the action.
of the Secretary of the Treasury, it must unavoidably become his duty, at
some period of time, to exercise the power of removal. Laying aside,
therefore, for the present, all the considerations which the misconduct of
the bank has furnished, the question presented to this department was, how
long could the removal be delayed consistently with the public interests?
It is a question of ¢ime only. ‘The duty must be performed at some period,
and could not be altogether omitted, without justly incurring a heavy re=
sponsibility to the community for all the consequences that might followz:
and it is, I think, apparent that the measure was delayed as long as was
compatible with the interests of the people of the United States.

The monthly statement of the bank of the second of September last,
before referred to, shows that the notes of the bank and its branches, then
in circulation, amounted to $18,413,257 07, and that its discounts amount~
ed to the sum of $62,653,359 59. ‘The immense circulation above stated,
pervading every part of the United States, and most commonly used in the
business of commerce between distant places, must all be withdrawn from
circulation when the charter expires. If any of the notes then remain in
the hands of individuals, remote from the branches at which they are pay-
zble, their immediate depreciation will subject the holders to certain loss.
Those payable in the principal commercial cities would, perhaps, retain near-
1y their nominal value; but this would not be the case with the notes of tha
interior branches, remote from the great marts of trade. And the stato~
ments of the bank will show that a great part of its circulation is compo
of notes of this description. The igiank would seem to have tken pains 0
introduce into common use such a description of paper as it could depre~
ciate or raise to its par value, as best suited its own views; and it is of the
first importance to the interests of the public, that these notes should all be
taken out of girculation before they depreciate in the hands of the individu-
als who hold them; and they ought to be withdrawn gradually, and their
places supplied as they retire, by the currency which will become the sub-
stitute for them. How long will it require for the ordinary operations of
commerce, and the reduction of discounts by the bank, to withdraw the
amount of circulation before-mentioned, without giving a shock to the cur-
rency, or producing a distressing pressure upon the commuaity? I am con-
winced that the time which remained for the charter to run, after the first of
October, (the day on which the first order for removal tock effect,) was not
wmore than was proper to accomplish the object with safety to the commu-
wity; and if it had depended upon my judgment at an earlier period, I
should have preferred, and should have taken a longer time. Enough, how-
aver, is yet left, provided no measures are adopted by the bank for thg
purpose of inflicting unnecessary suffering upon the eountry. Apart, there-
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fore, from any considerations arising out of the ¢onduet of the bank, and
looking merely to the near approach of the day when it would cease to
exist, the withdrawal of the deposites appeared to be required by the pub-
lic interest, at the time when the first order for removal was given by this-
department.

‘Lhis opinion is confirmed by the ground taken in favor of the renewnal ot
the charter at December session, 1831. It was then urged that the short
period whieh yet remained of its corporate existence, and the necessity of
preparing to wind up its concerns, if the charter was not to be renewed,
made it proper that the question should at once be decided. Very little
more than half of that time yet remains. And although I do not concur
in the opinions then expressed, and believe that the application was ill-timed
and premature, yet the arguments then relied on by many, whose judgment
is entitled to respect, affords strong grounds for concluding that the measure
now adopted is not objectionable on the score of time; and that, if the de-
posites were not to continue in the bank until the termination of its char-
ter, their withdrawal could not with propriety be longer delayed.

There is, however, another view of this subject which, in my opinion,
made it impossible further to postpone the removal. About the first of De-
cember, 1832, it had been ascertained that the present Chief Magistrate
was re-elected, and that his decision against the bank had thus been sanc-
tioned by the people. At that time the discounts of the bank amournted
to $61,571,625 66. Although the issue which the bank took so much
paias to frame had now been tried, an(.l the decision pronounced against it,
yet no steps were taken to prepare for its approaching end: on the contrary,
it proceeded to enlarge its discounts, and, on the 2d of August, 1833, they
amountied to $64,160,349 14, being an increase of more than two and a
half milliens in the eight months immediately foliowing the decision against
them; and so far from preparing to arrange its affairs with a view to wind
up its business, it seemed from this course of conduct to be the design of
the bank to put itself in such an attitude, that, at the close of its charter, the
country would be compelled to submit to its renewal, or to hear all the con-
sequences of a currency suddenly deranged, and also a severe pressure for
the immense outstanding clzims which would then be due to the corpora-
tion.  .While the bank was thus proceeding to enlarge its discounts, an
agent was appointed by the Secretary of the Treasury to inquire upon what
terms the State banks would undertake to perform the services to the Go-
vernment which have heretofore been rendered by the Bank of the United
States; and also to ascertain their condition in four of the principal com-
mercial cities, for the purpose of enabling this department to Judge whether
they would be safe and convenient depositories for the publie money. It
was deemed necessary that suitable fiseal ageunts should be prepared in due
season; and it was proper that time should be allowed them to make ar.
rangements with one another, throughout the eountry, in order that they
might perform their duties in concert, and in a manner that would be con-
venient and acceptable to the public. It was essential that a change so im-
portant in its character, and so cxtensivg in its operation upon the financiab
concerns of the country, should not be introduced without timely prepara-
tion. 'There was nothigg in this proceeding, nor in the condition of the.
bauk, which should at that time have prod_uced a sudden and entire change
of its policy; for, in addition to the ordinary receipts from bonds given
on account of previous importations, the scason was at hand when the cash
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duties on woollens might well he expected to he very productive, 2nd from
these two sources the receipts from the customs were in fact unusually large, .
.and the amount of the public deposites in the bank proportionably heavy.
The capacity of the bank, therefore, at this time, to afford facilities to com~
merce, was not only equal, but greatly superior to what it had been for soma
time before; and the nature of the inquiry made of the State banks, confined as
it was to-the four principal commercial cities, showed that the immediate
withdrawal of the entire deposites from the bank so as to distress it, was
aot contemplated: and if any apprehensions to the contrary were felt-by
the bank,an inquiry at this departmeny wogxld, no doubt, have been prompt-
iy and satisfactorily answered. And certainly it was the duty of the bank,

before it adopted a course oppressive to the whole couatry, to be sure of
the ground on which it acted. It can never be justified for inflicting a pub-

lic injury, by alleging mistaken opinions of its own, when the meauns of ob-

taining information absolutely certain were so obviously within its reach:

The change was always designed to be gradual, and the conduct of the bank

itself has since compelled me to remove a portion of the deposites earlier

than was originally intended. There was nothing, therefore, in the inquiry

before mentioned, nor in the views of the Executive Department, nor in

the condition of the bank, which justified a sudden and oppressive change

of its policy.

The situation of the mercantile classes also rendered the usual aids of the
bank more than ever necessary to sustain them in their business. Therr
bonds for previous importations were, as before stated, constantly becomin
due, and heavy cash duties were almost daily to be paid. The demands o
the public upon those engaged in commerce were consequently unusually
large, and they had a just claim to the most liberal indulgence from ?hc
fiscal agent of the Government, which had, for so many years, been reaping
harvests of profits from the deposites of the public money. But the bank
about this time changed its course. By the monthly statements of the bank,
dated 24 August, 1833, it appears that its loars and domestic bills of ex-

change, purchased and on hand, amounted to - - 564,160,349 14
By the monthly statement of the 2d September, 1833, they

appear to have been - - - - - 62,653,359 59
By that of the 2d of October, 1833, they were - - 60,094,202 93
Reduction in two months - - - - - 4,066,146 21

By the same paper it appears that the public deposites, in-
cluding those for the redemption of the public debt, the

Treasurer’s, and those of the public officers, were, in )
$7,599,931 47

August I - - - - - N
September - - - - - - 89,182,178 1&
October - - - - - - 8,868,435 &8

§$2,268,504 11t

Increase of the public deposites in two months

Total amount collected from the community - 6,334,650 39

Thus upwards of six millions of dollars were withdrawn from the busp
ness of the country by the Bank of the United States in the course of two
months. This of itself must have produced a pressure on the money market,
aflecting all commercial transactions. But the curtailment in the bagk
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accommodations of the community was much larger. The policy adopt-
ed by the Bank of the United States compelled the State banks to take the
same course in sclf-defence; and the Bank of the United States appears to
have resorted to the expedient of drawing from the State banks the balances
due in specie, and to have hoarded up the article in its own vaults,

In August, 1833, that bank had in specie - - - 310,023,677 38
September - - - - - - 10,207,649 20
October - - - - - - 10,663,441 51

Showing an increase of specie in two months of

- $639,764 13
———

- This sum, it is believed, was chiefly drawn from the State banks. To
fortify themselves, those banks were compelled to call on their debtors, and
curtail their accommodations; and so large a proportion of these calls are
always paid in their own notes, that, to obtain $100,000 in specie, they are
probably obliged to call for four or five times that amount. To replace the
specie taken from them by the Bank of the United States, and to provide
for their own safety, the State banks, therefore, must have curtailed from
two to three millions of dollars. On the whole, it is a fair estimate that the
collections from the community, during these two months, without any cor-
responding return, did not fall much short of nine millions of dollars. As
might have been expected, complaints of a pressure upon the money market
were heard from every quarter. The balances due from the State banks
had, during the same time, increased from $36S,969 98 to 82,288,573 19,
and, from the uncertain policy of the bank, it was apprehended they might
suddenly be called for in specie. The State banks, so far from being able
to relieve the community, found themselves under the necessity of provid-
ing for their own safety.

A very large proportion of the collections of the bank in August and Sep-
tember were in Philadelphia, New York, and Boston. ‘
In August and September the curtailment in Philadelphia

was - - - - - - - 195,548 69
Increase of public deposites - - - - 646,846 80
Actual collections by the bank - - - -  $842,395 49
Increase of public deposites in New York - - - $1,396,597 24
Deduct increase of loans - - - - - 331,295 38
Actual collections by the bank - - - - $1,065,301 86
Curtailment in Boston was - - - - B717,264 45
Increase of public deposites - - - - 48,069 88
Actual collections by the bank - - ~ - $765,334 33
Total collections in the three cities - - - $2,673,031 68

e

It will be perceived that it was solely through the increasc of the public
deposites that the bank raised balances against the State banks in New York,
aud was placed in a situation to take from them, at its pleasure, large sums
in specie. And when it is considered that those curtailments and collections

2
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of the Bank of the United States necessarily compelled the Siate banks to
curtail also, we shall be at no loss to perceive the cause of the pressure which
existed in the commercial cities about the end of the month of September.
1t was impossible that the commercial community could have sustained itself
much longer under such a policy. - In the two succeeding months, the
collections of the bank would probably have exceeded five millions more,
and the State banks would bhave been obliged to curtail in an equal sum.
The reduction of bank accommodations to the amount of nineteen millions -
of dollars in four months, must have almost put an end to trade; and before
the first of October this pressure in the principal commercial cities had become
so intense that it could not have been endured much longer without the most
serious embarrassmeunts. It was then daily inercasing, and, from the besg
information that I have been able to obtain, I am persuaded that, if the publie
moneys received for revenue had been continued to be deposited 1n the
Bank of the United States for two months longer, and it had adhered to the
oppressive system of policy which it pursued during the two preceding
months, a wide-spread scene of bankruptcv and ruin must have followed.
There was no alternative, therefore, for the.Treasury Department but to act
at once, or abandon the object altogether. Duties of the highest character
would not permit the latter course, and I did not hesitate promptly to resort

to the former.

I have stated the condition of the mercantile classes at the time of the
removal, to explain why it was impossible to postpone it even for a short
period. Under other circumstances, I should have been disposed to direct
the_removal to take effect at a distant day, so as to give Congress an oppor-
tunity of prescribing, in the mean time, the places of deposite, and of regu~
lating the securities proper to be taken. Itis true that the power given te
the‘Secretary of the Treasury to remove the deposites from the Bank of the

nited States necessarily carries with it the right to select the places where
they shall afterwards be made. The power of removal cannot be exercised
without placing them elsewhere; and the right to selcet is therefore con-
tained in the right to remove. It is also truc that, in my judgment, as has

been alrcady stated, the public interest would have been advanced if the

change bad taken place at an earlier period. Yet as a few rhonths would,

in ordinary times, have made no very serious difference, and the removal
had already been delayed unt,il the meeting of Congress was approaching, I
should have preferred executing the rmeasure in g manner that would have
enabled the legislature to act on the subject in advance of the actual removal,
if it ha_d deemed it proper to do so. But the conduct of the bank left me
no choice, except between the immediate removal and its final relinquish-
ment; i:or if- the measure had been then suspended, to be resumed at =
future time, 1t was in the power of the bank to produce the same evil when=
ever it was again altempted. Putting aside, therefore, from the view of the
subject which 1 am now presenting, all the inducements which grew out of
the misconduct of the bank, and regarding only its approaching end, and
the intensity of the pressure it was then producing, no further delay was
admissible. .
. The facts and reasons above stated appear to have established the follow-
1ng propositions:

1st. it was the duty of this department not to act upon the assumption
that the legislative power would hereafter change the law in relation to the
Bank of the United States, and it was bound to regulate its conduct upgm

Federal Reserve Bank of St. Louis



1 [2]

the principle that the existence of this corporation would terminaté on the
3d of March, 1836.

2d. The public iuterest required that the deposites of public money should
not continue to be made in the Bank of the United States until the close of
its existence, but should be transferrcd to some other place, at some period
prior to that time.

3d. The power of removal being reserved exclusively to the Secretary of
the Treasury, by the terms of the charter, his action was necessary in order
to effect it; and the deposites eould not, according to the agreement made by
Congress with the stockholders, have been removed by the legislative branch
of the Government until the charter was at an end.

4th. The near approach of the time when the charter would expire, as
well as the condition of the mercantile community, produced by the con-
duct of the bank, rendered the removal indispensable at the time it was
begun; and it could not have been postponed to a later day without injury
to the country.

Acting on these principles, I should have felt myself bound to follow the
course I have pursued in relation to the deposites, without any reference to
the misconduct of the bank; but there are other reasons for the removal,
growing out of the manner in which the affairs of the bank bave been man-
aged, and its money applied, which would have made it my duty to with-
draw the deposites at any period of the charter.

It will, I presume, be admitted on all hands, that the bank was incor-
porated in order to create an useful and convenient public agent to assist
the Goveranment in its fiscal operations. The act of incorporation was not
designed merely as an act of favor to the stockholders, nor were exclusive
privileges given to them for the purpose of enabling them to obtain political
power, or to amass wealth at the expense of the people of the United States.
The motive for establishing this vast monopoly was the hope that it would
conduce to the public good. It was created to be the agent of the publie, to
be employed for the benefit of the pecple; and the peculiar privileges and
means of private emolument given to it by the act of incorporation, were
intended as rewards for the services it was experted to perform. It was
mever supposed that its own separate interest would be voluntarily brought
into collision with those of the public; and still less was it anticipated that
it would seek, by its money, to obtain political power, and control the action
of the Government either by the favors it can shower, or the fear of its resent-
mment. Its duty was simply that of an agent, bound to render certain ser-
vices to its prineipal in consideration of the advantages granted to it; and,
like every other public agent or officer, its own separate interests were sub.
ordinate to its duty to the public. It was bound to consuit the general
good rather than its private emolument, if they should happen to come
into cenflict with one another. If, therefore, it sought to obtain political
power, OFr to increase its gains by means which would probably bring dis-
tress on the community, it violated its duty, and perverted to the public in-
jury the powers which were given to be used for the public good; and,
in such an event, it was the duty of the public servants, to whom the trust
svas reserved, to dismiss it, so far as might lawfully be done, from the agency
3t had thus abused.

- Regarding the bank, therefore, as the agent of the United States, and
bound by the duties, and liable to the obligations which ordinarily belong to
the relation of principal and agent, except where the charter has otherwise
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directed, I proceed to state the circumstances which show that it had justly
forfeited the confidence of the Government,’ and that it ought not to have
been further trusted as the depository of the public money. o

_The United States, by the charter, reserved the right of appointing five
directors of the bank. It was intended by this means not only to provide
goardians for the interests of the public in the general administration of its
affairs, but also to have faithful officers, whose situation would enable them
to become intimately acquainted with all the transactions of the institution;
and whose duty it would be to apprise the proper authorities Qf any mis-
conduct on the part of the corporation, likely to affect the public Interest.
The fourth fundamental article of the constitution of the corporation, de-
clares that not less than seven directors shall coustitute a board for the trans-
action of business. At these meetings of the board, the directers on the
part of the United States had, of course, a right to be prescnt; and conse-
quently, if the business of the corporation had been transacted 1n _the mabd-
ner which the law requires, there was abundant security that notlillng.; could
be done injuriously afiecting the intcrests of the people, without being imme-
diately communicated to the public servants, whao were authorized to apply
the remedy. And if the corporation has so arranged its concerns as to con-
ceal from the public directors some of its most important operations, and has
thereby distroyed the safeguards which were designed to secure the interests of
the United States, it would seem to be very clear that it has forfeited its
claim to confidence, and is no longer worthy of trust. In the ordinary con-
cerns ef life among individuals, no pradent man would continue to place
his funds in the hands of an agent after he discbvered that he was studious-
1y concealing from him the manner in which they were employed. The
public money ought not to be guarded with less vigilance than that of an
tndividual; and measures of concealment, on the part of this corporation,
are not only contrary to the duties of its agency, but are also in direct viola-
tion of the law to which it owes its corporate existence. And the same
misconduct which, in the case of private individuals, would induce 2 pru-
dent man to dismiss an agent from his employment, would require a similac-
course towards the fiscal agent of the Government by the officer to whom
the law]has entrusted the supervision of its conduct, and given the power of
removal.

Tried by these principles, it will be found that the conduct of the bank
made it the duty of the Secretary of the Treasury to withdraw from its cars
the public funds,

1st. Instead of a board constituted of at least seven directors, according 10
tbe charter, at which those appointed by the United States have a right to
be present, many of the most important money transactions of the baunk
have been, and still are, placed under the control of a commitiee denomi.
inated the exchange committee, of which no one of the public directors bas
begn allowed to be a member since the commencement of the present yeat.
This committee is not even elected by the board, and the public directors
have no voice in their appointment. They are chosen by the president of
the bank; and the business of the institution which ought to be decided on
by the board of directors, is, in many instances, transacted by this committee,
and no cne has a right to be present at their proceedings but the president,
and those whom he shall please to name as members of this committee.
‘Thus loans are made, unknown at the time to a majority of the board, snd
papere discountd, which might probably be rejected at a regular meeting of
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the directors. The most important operations of the bank are sometimes
resolved on and executed by this commitiee; and its measures are, it ap-
pears, designedly, and by regular system, so arranged as to conceal from
the officers of the Government transactions in which the public are deeply
involved. And this fact alone furnishes evidence too strong to be resisted,
that the concealment of certain important operations of the corporation
from the officers of the Government, is one of the objects which is intended
to be accomplished by means of this committee. The plain words of the
dharter are violated in order to deprive the people of the United States of
one of the principal securities which the law had provided to guard their
interests, and to render more safe the public money entrusted to the care of
the bank. Would any individual of ordinary discretion continue his mo-
vey in the hands of an agent who had violated his instructions, for the pur-
pose of hiding from him the manner in which he was conducting the busi-
wess confided to his charge ?  Would he continue his property in his hands,
when he had not only ascertained that concealment had been practised to-
wards him, but when the agent avowed his determination to continue in
the same course, and to withhold from him, as far as he could, all knowledga
of the manner in which he was employing his funds? Ifan individual
would not be expected to continue his confidénce under such circumstances,
upon what principlé could a different line of conduct be required from the
officers of the United States charged with the eare of the public interests 2
The public money is surely entitled to the same care and protection as that
of an individual; and if the.latter would be bound, in justice to himself, to
withdraw his money from the hands of an agent thus regardless of his du-

, the same principle requires that the money of the United States should,
ander the like circumstances, be withdrawn from the hands of their fiscalagent;
and as the power of withdrawal was confided to the Secretary of the Trea-
sury, it washis duty to remove it on this ground alone, if no other cause of
complaint had existed against the bank. 'The conduct of the bank in rela-
tion to the three per cent. stock of the United States is a memorable in-
stance of the power exercised in secret by the exchange committee, and
the abuses to which it is incident. The circumstances attending that trans-
action have been so fully laid before Congress and the public, that it is use-
Qess to repeat. them here. It was a case in which this committee not only
wanaged, in secret,a moneyed transaction of vast amount intimately connect»
¢d with the interests of the people of this country, but one where the mea-~
sures of the Government were thwarted by the bank, and the nation com-
pelled to continue for a time liable for a debt which it was ready, and desir-
ed to extinguish. Nor is this the only measure of the kind which has come
officially to my knowledge. I have the honor to present, herewith, a report
anade by three of the publie directors to the President of the 1Jnited States,
on the 22d of April, 1833, (marked A,) in which, in compliance with his
‘request that they would communicate to him such information as was with-
in their personal knowledge relative to these unusual proceedings of the
board of directors, they disclose the exceptionable manner in which the
spower conferred by law on the board has been surrendered to the exchange
committee; that this has been done evidently with the design of preventing
a proper and contemplated examination into the accounts of persons whosa
Eﬂper was offered for discount; that a minority of the board, apparently suf-

cient to have prevented the loan if the security was bad, were deprived of
their votes upon the question; and that the long established by-laws of the
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institution were set aside for the purpose of carrying these designs into ef
fect with less difficulty or embarrasment. . .
If proceedings like this, are sanctioned by the constituted authorities of te
United States, the appointment of directors on their part is an idle ceremo
ny. and affords no safeguard to the publie treasure In the custody of.the
bank; and even legislative enactments in relation to this corporation as
but of little value, if it may, at its pleasure, disregard one of t.he fundamei?‘
tal articles of its constitution, and transfer to a secret commiitee the buse
ness which, by law, ought to be transacted by the board. .
It is scarcely nccessary, in presenting this document to the consideration
of Congress, to notice an objection which has been sometimes put forward
against the publication of any proceedings which relate to the accounts of
private individuals. The circumstances detailed are the regular and official
transactions of the board of directors, nor do they involve the. private debtfm
and creditor accountof persons dealing with the bank, which is aloae is
cluded in the distinction taken by the charter in regard to private accounts
If the argument thus brought forward were a sound one, there could be nd
such thing as an examination of any value into the conduct of the bank;
because the business of the bank, being with individuals, its misconduet
could never be shown without bringing before the public the individw.\l
transaction in which the conduct of the bank was impeached. And {1
eould make good the position that such proceedings are never to be ex
to the public, because individualsare concerned in them, it would effectually
shut out all useful examination, and be enabled to apply its money to the
most improper purposes, without detection or exposure. ‘hen its.conduct
is impeached, on the ground that it has used its great money power o ob-
tain political influence, the investigation of the charge is, in its very nature,
an inquiry into its transactions with individuals. And, althoug‘} jche_aq-
counts brought forward on such occasions may be the accounts of indivi-

‘duals, yet they are also the accounts of the bank, and show its couducty

and, being the fiscal agent of the Government, with such immense power to
be'exercised for good or for evil, the public safety requires that all of jts
proceedings should be open to the strictest and most rigorous scrutiny- Its
character may be forfeited by its misconduct, and would be justly forfeﬂﬂd
if it sought to obtain political influence in the affairs of the nation; and
yet such attempts on the part of the bank can never be proved, except by
the examination and disclosure of its dealings with individuals.

2d. It is not merely by its concealments that the bank has pl‘oved itself
regardless of the duties of its agency: its own interests will be found to be
its ruling principle, and the just claims of the public to be treated with but
Yittle regard, when they have come into collision with the interests of the
corporation. This was but too plainly the case in the affair of the three pes
cents. above mentioned. A recent instaoce proves that its rule of acuon s
not changed in this respect; and the failure of the French Government to
pay the bill drawn for the first instalment due by the treaty, has been
amade the occasion of endeavoring to obtain from the public the sum of
$158,842 77, to which no principle of justice appears to entitle it. The
dqnoney for which the bill was sold remained in the bank. The expenses 13
incurred were of small amount, and these the Government are willing to
pay; butthe corporation, not content with the profits it was deriving from
the millions of public money then in its vaults,and which it was daily using
in its discounts, endeavors to convert the public disappointment into a gaiu~
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ful transaction for itself; and demands the large sum abovementioned, with-
out pretending that it sustained any loss or inconvenience commensurate
with the amount it seeks to obiain from the Government. The fiseal agent
of the public attempts to avail itself of the unexpected disappointment of
the principal, for the purpose of enhancing its own profits at the expense of
the community. '

3d. There is sufficient evidence to prove that the bank used its
means with a view to obtain political power, and thereby secure the renewal
of its charter.

The documents which have been heretofore laid before Congress, and are
now on its files, will show that on the 31st of December, 1830, the aggre-
gate debt due to the bank was $42,402,304 24, and that on the 31st of De-
cember, 1831, it was $63,026,452 93, being an extension of its loans in a
single ycar of twenty millions of dollars, and 2an increase of nearly fifty
per cent, on its previous accommodations. And, as if to leave no room to
doubt as to the motive of this extraordinary conduct, it continued to add
rapidly to its loans; and, on the 1st of May, 1832, while its petition for the
renewal of its charter was yet pending before Congress, they amounted to
$70,428,070 72, being an increase of $7,401,617 79 in the four preceding
months; and making altogether an addition of $28,025,766 48 in the short
space of sixteen months, and being an extension of more than 66 per cent.
on its previousloans. Such an increase, at such a period of its charter, is-
without example in the history of banking institutions. On the 31st of
December, 1830, when its loans amounted, as above stated, to only 842,402,-
304 24, the corporation had been in existence fourteen years. 'The sudden
and great increase was made when the charter was drawing to a close, and
when it had but little more than four years to run. It cannot be supposed
that these immense loans were made from a confident expectation that the
charter would be renewed. On the contrary, it is now an historical fact,
that the bank itself deemed the chances of renewal so doubtful, that, in the
session of Congress beginning in December, 1831, it petitioned for a re-
charter, and the reason generally assigned for pressing for a decision at.that
time, was the great extent of its business, and the necessity of preparing to
bring it to a close if the charter was not to be renewed. Thus, with but
little more than four years to run, with doubtful chances of renewal, and
aware of the necessity of beginning to arange its vast transactions, it in-
creases its loans in sixteen months more than twenty-eight millions of dol-
lars. Was this imprudence only? It cannot be believed that those who
managed its concerns could have committed such an oversight. Can any
proper reason be assigned for this departure from the course which the inter-
ests of a moneyed corporation, as well as those of the country, obviously re~
quired? 1 am not aware that any sufficient justification has been offered.
And this extraordinary increase of its loans, made in so shorta space of
time, at such a period of its charter, and upon the eve of a severely con-
tested election of President, in which the bank took an open and direct in-
terest, demonstrates that it was using its money for the purpose of _obtaining
a hold upon the people of this country, in order to operate upon their fears,
and to induce them, by thre apprehension of ruin, to vote against the candidate
whom it desired to defeat. In other words, this great moneyed corporation
determined to enter the political arena, and to influence the measures of tha
Government, by causing its weight to be felt in the election of its officers.

But if the circumstances above stated were not of themselves suffici-

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



Digitized for FRASER

[ 2] 16

ent to prove that the bank had sought, by its money, to obtain political power,
and to exercise by that means a controlling influence on the measures of thé
Government, recent developments have furnished such proof as to leave no
room for doubt. I have the honor to transmit, herewith, an official statement
(marked B) signed by four of the public directors of the bank, showing, at
the same time, the unlawful manner in which its business is conducted, and
the unwarrantable purposes to which its money has been, and still is, applied.
It will be scen by the proceedings therein stated, that the whole capital of the
bank is, in effect, placed at the disposition of the president of that institution,
He is authorized to expend what he pleases in causing ¢ to be prepared and
circulated such documents and papers as may communicate to the people
information in regard to the nature and opergtions of the bank;’’ and he
may therefore, under the very indefinite terms of the resolutions, employ
as many persons as he pleases, at such salaries as he thinks proper, elther.tof
prepare daily paragraphs for newspapers in favor of the bank, or to write
pamphlets and essays to influence the public judgment. And he may even
provide for the publications, by salaries to printers, or by purchasing presses
and types, and placing them in the hands of agents employed and paid by
the bank. "'There is no limitation, short of the capital of the bank, as to
the sum of money he may thus expend in different parts of the United
States. From the degcrip.tion of articles which appear to have been paid
for under this resolution, it seems that the president of the institution has
supposed that publications containing attacks upon officers of the Govern-
ment who are supposed to stand in the way of the renewal of the charter,
1s one of the modes of ‘¢ communicating to the people information In re-
gard to the nature-and operations of the bank.?” ‘This construction was, it
appears, approved by the board, as they continued the authority in his hands,
unchanged, after the manner in which a portion of the money was applie_fi was
before them; and we are left to conclude this institution is now openly in the
field as a political partisan,and that one of its means of warfare is the destruction
of the political standing of those who are opposed to the renewal of the char-
ter. The sum actually charged to the expenses, under this resolution, is suf-
ficiently startling. How much more may have been already Squanderedy we
are yet to learn; and the work of preparing and circulating such publica-
tions is still, it is presumed, going on under the last resolution of the board.
It is, moreover, imposasible to ascertain the specific purposes to which the
ruoncy may in fact have.been applied, since vouchers are not required to
show the particular services for which it was given. WWith these positive
proofs of the efforts of the bank to obtain power, and to Jinfluence the mea-
sures of the Government, I have not hesitated as to the path of duty. If,
when this evidence was before me, I had failed to withdraw the deposites of
public money from the baak, it would have been lending the countenance
and support of this department to measures which are but too well cal-
culated to destroy the purity of our institutions, and endanger thereby
the liberties of the people. It cannot be supposed that these expen-
ditures are justifiable on the ground that the bank has a right to de-
fend itself, and that the mouaey in question was, therefore, properly ex-
pended. Some of the items accounted for, sufficiently show in what
manner it was endeavoring to defend itsinterests. It had entered the field of
olitical warfare, and, as a political partisan, was endeavoring to defeat the
elections of those who were opposed to its views. It was striving by means of
its money to control the course of the Government, by driving frem power
those who were obnoxious t¢ its resentment. Can it be permitted to a grea
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moneyed corporation to enter on such a controversy, and then Justify its con-
duct on the ground that it is defending its own interests? The right of such
an institution to interfere in the political concerns of the country, for say
cause whatever, can never he recognized; and a defence like this, on the
part of the bank, could not be tolcrated, even”if the individual stockholders
alone were thus using their own money to promotc their own interests,
But it is not only the moncy of individuals which is thus applied. The
one-fifih of the capital of the bank, amounting to seven millions of dollars, be-~
longs to the United States. and the one-f{ifth of the money which has been ex-
pended, and is yet to be expended under this resolution, is the property of the
public. and does not belong to private individuals; yet the board of directors as-
sert the right not only 1o authorize the expenditure of the money of individual
stockholders in order to promote their individual interests,but have alsd, by
the resolution in question, taken upon themselves to give the like authority
over money whicli belongs to the United States. Is an institution which
deals thus with the money of the people, a proper depository for the publie
funds? When such a right is openly claimed aud acted upon by the board
of directors, can the money of the United States be deemed safe in its hands?
The same principle that would sanction the application of one portion of the
public money to such purposes, would justify the like use of all that may
come to its possession. ‘The board of directors have no lawful authority
to emplny the money of the United States for such objects. So far as the
nation is ccncerncd in the character of the bank, the people, through their
own representatives in Congress, can take care of their own rights, and vin-
dicate the character of the bank if they they think it unjustly assailed. And
they do not need the aid of persons emiploycd and paid by the bank, to learn
whether its charter be constitutional or not; nor whether the public interest
it to be renewed; nor have they authorized the' president and di-

requires \ . .
f that instinition to expend the public money to enlighten them c¢n

rectors o

this subject. . . e . .
The resolution in question is, moreover, in dircet violation of the act of

Congress by wiich this corporation was established; and it is difficult to
imagine how the unlimited and irresponsible power over the moucy of the
bank, which the directors have given to the president, ean be reconciled
to the clause in its charter which requires scven directors to form a beard
for the transaction of business. If the expenditure of money for the pur-
poses contemplated by ihe resolution, be a legitimate part of the ?)L!Sll"is‘r-s ol
the corporation, the board could nou lawfully trauster it to one of its officers,
-unless they ean, by resolution, surreader into the hands of their president
the entire power of the corporation, and eommit to the care of a singlo in-
dividual the corporate powers which the law has deciared should ke exer-
cised by the board of directors. ,

Chief, Justice Marshall, in the case of the Baak of the United States vs
Dandridge, when apeaking of the bonds required to be given by the cashier
of the bank, says, ¢it requires very little kuowledge of the interior of
banks to know that the interests of the stockhalders are committed, to a very
great extent, to these and other officers. It was, and ought to have be_en, the
intention of Congress to secure the Government, which took a deep interest
in this institution, and to secure individuals who embarked their fortunes in,
it ou the faith of the Government, as far as possible, from the mal-practices of"
its efficers.”” Byt the directors of the bank seem to have acted on principles
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directly opposite fo those statzd hy the Chief Tustice; and, instead of #
deavoring to secure, ¢ as far as possible,”” the publicand individuals irom #
mai practices of its ofhcers; they place the funds of the bank under
contiulof a single oflicer, from whom ncither security nor specifie vouch
bave been required. It is true that, in the opinion .which the Chief
tice gave in the case from which the above passage 1s quoted,. he diffe
from the rest of the court; but the dificrence was un other principles,
not on the one ahove stated.

In forming my judgment on this part of the case, I have not re d
the short time the charter has yet to runj; but myv conduct has bee
governcd by considerations which orize altocvether out of the course pur
sued by the bank, and which would bave equally mnfluenced the decision ¢
this gepartmont in relaticn o the deposites, if the bank were now in thi
first vears of its exostence. And, upuva this view ot the Suh_ject, the follow
ing propositions appear to be fully maintamed, "

1st. LU'hat the bank, being the fiseal agent of the Goverument in the du
ties which the law regquires it to pertorm, is liable to all the responsibilities
which attach to the character of agent, in ordinary cases of principal and
ageat among individuals; and it s, therefore, the duty of the officer of the
Goverament 1o whom the power hus been enirustéd, to withdraw, from
its possession the public funds, whenever its conduct towards' its prineipsl
lias been such as weuld indvce a prudent man, in privite life, to dismiss-hi
agent from his emiployiment. :

2d ‘That, by means of its exchange comnmittee, it his so arranged its busi-
ness as to deprive the public servants of those opportunities of observing
its conduct, which the law had provided for the safety of the public money
confided toits care; and thar there is suflicient evidenee to show that this
arrangement, on the part of the bank, was deliberately placned, and is still
persisted in, for the purpese or conceahment. :

3d. That it has also, in the case of the three per cent. stock, and Of the
bill of exchange on France, endeavored, unjustlyv, to advance its own inter-
ests, at the expense of the interests and the justrights of the people of the
United States.

It these propositions be established, it is very clear that a mam of ordi-
nary prudence, in private life, would withdraw his funds from an agent
who had thus behaved himself in relation to his principal; and it follows,
that it was the duty of the Sceretury of the Treasury to withdraw the
funds of the United States from the bank.

4th, "Uhat there is suilicient evidence to show that the bank has been,
and sill s, seeking to obtain political power, and has used its money for the
purpose of iniluencing the electivn of the public xervants, aud it was incums=
bent upon the Sceeretary of the Treasury, on that account, to withdraw from
its possession the money of the United States which it was thus using for
improper purposes. Upon the whole, I have felt myself bound, by the
strongest obligations, to remove the deposiies. The obfigation was imposed
upon me by the ncur apprroach of the time svhen this corporation will
cease to exist, 85 wull as by the eourse of conduet which it bas seen fit to
pursue. .

‘The propriety of removing the deposites being thus evident, and it be-
ing eonsequently my duty 1o sclcet the places to which they were to be re-
moved, it became necessary that arrangements should be immediately made
sith the new depositories of the public money, which would not only ren.
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der it safe, but would, at the same time, seeure to the Government, and to
- the community at large, the conveniences and facilities that were intended
to be obtained by incorporating the Bank of the United States. Measures
were accordingly takea for that purpose; and copies of the contracts which
have been made with-the selected banks, and of the letters of instructions
to them from this department, are herewith submitited. The contracts with
the banks in the interior are not precisely the same with those in the At-
lantic cities. The difference between them arises from the nature of the
business transacted by the baunks in these different places.  The State banks
selecied are all institutions of high character and undoubted strength. and
are under the management and control of persons of unquestioned probity
and intelligence; and, in order to insure the safety of the public money,
each of them is required, and has agreed to give security, whenever the
amount uof the deposites shall exceed the half of the capital actually paid in;
and this department has reserved to itself the right to demaud sccurity
wihenever it may think it advisable, although the amount on deposite may
not be equal to the sum abovestated. The banksselected have also severally
engaged to transmit money to any point at which it may be required by the di-
recuion of this department for the publicservice; and to pertorm all the ser-
vices to the Government which were heretofore rendered by the Bank of the
United States; and, by agreements among themselves to honor each other’s
not: ~ and drafts, they are providing a general currency atleast as sound as that
ofthe Bank of the United States, and will afford facilities to commerce, and in
the business of domestic exchange, quite equal fo any which the commuaity
heretofore enjoyed. 'T'here has not been yet suflicient timeto perfect these ar--
rangements; but enough hasalready been done to show that, evenon the score
of expediency, a Bank of the United States is not necessary either for the
fiscal operations of the Government or the public convenience, and that every
object which the charter to the present bank was designed to attain, may be
as effectually accomplished by the State bauks. Aund if this can be done,
nothing that is useful will be lost or endangered by the change, while much
that is desirable will be gained by it; for no one of these corporations will
possess that absolute and almost unlimited dominion over the property of
the citizens of the United States which the present bank holds, and which
enables it at any moment, at its own pleasure, 10 bring distress upon any
poriion of the community, whenever it may deem it useful to its interest to
make its power felt.  The influence of each of the State banks is necessarily
lim‘ted to its own immediate neighborhood, and they will he kept in check
by the other local banks. They will not therefore he tempted, by the'consci-
ousness of power, to*aspire to political influence, nor likely to interfere in the
clections ol the public servants. They will moreover be managed by per-
sons who reside in the midst of the people who are to be immediately
affected by their measures, and they ecannot be insensible or indifferent to
the opinions and peculiar interests of thuse by whom they are daily sur-
rounded, and with whom they are constantly associating. These circum-
stances always furnish strong safeguards agaiast an oppressive exercise of
power, and forcibly recommend the employment of State banks, in prefer-
cnce to a Bank of the United Siates with its numerous and distant brauches.
A corporation of the latier description is c¢ontinually aeting under the con-
viction of its immense power over the money concerns of the whole coun-
try, and is dealing also with the fortuncs and comforts of men who are
distant from them, and to whom they arc personally sirangers.  ‘The direc-
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tors of the hank are not eompelled, to hear daily the complaints, and witness
the sufferings, of those who may be ruined by their proceedings. From the
nature of man, sach an institution cannot always be expected to sympathise:
with the wants and feelings of those who are affecicd by its policy; amd
we ought not, perhaps, to be surprised it a corporatiox’like the Bank of the
United States, from the fecling of rivalry, or from cold calculations of inte-
rest or ambition. should deliberately plan and execute a course of measures
highly injurious and oppressive in places where the directors who eontrol its
conduact have no loeal sympathies to restrain them. It is a tlixed principles.
of our political institutions, to guard agaiust the unnecessary accumunlatirs
of power aver persons and property in any hands; and no hands are !
worthy to be trusted with it than those of a moneyed corporation. Inth-
lection, therefore, of the State banks as the fiscal agents of the Goverm

no disadvantages appear to have been incurred on the score of safety or
venience, or the general interests ot the coantry, while much that is +

ble will be gained by the change. 1 am, however, well aware of the va.
power of the Bank of the United States, and of its ability to bring distress
and suffering on the country. This is one of the evils of chartering a ban?¥
with such an amount of capital, with the right of shooting its bran.
into every part of the Union, so as to extend its influence to every ne’
borhood. The immensp loan of more than twe:ity-eight millions of do:
smhlcj.niy ponred out, chiefly inthe western Srates, in 1531, and the first :.
months ot 1532, sufficicotly attests that the bank is sensible of the pc
which its money gives it; and it has placed itself in an attitude to make
people feel the weight 6f its resentment if thoy presume to disappoint ¢
wishe s of the corpuration. By a severe curtailment it has already made it
proper to withdravr a portion of the money it held on deposite, and transfer
1t to the ecustedy of the new {iscal agents, in order to shield the community
from the ivjustice of the Bank of the United States _But I have not suppos
ed that the course of the Government éught to be regulated by the febs oi.
tlm_ power of the bank. If such a motive could be allowed to influence the
Iegistation of Coungress, or the action of the Executive Departmeats of the
Governmeut, there is an end to the sovereignty of the people, and the
liberties of the country are at once surrendered at the feet of a moneyed cor-
poration.  They may now demaund the possession of the public moneys or
the renewal of the chartor; and if these objects are yielded to them from

.apprehensions of their power, or from the suffering which rapid curtailments

on their part are inflicting on the community, what may they not next require?
Will submission render such a corporation more forbearing in its gcaurse?
What law may it not hereafter demand, that it will oo, if it pleases, abl
te euforce by the same means? o

These considerations need not, however, be pressed further in this report
They are too obvious and striking to need enforcement by argument; ana
I rely with confiidence ou the represeatatives of this enlightened nation te
sustain a measore which the best interests of the country called for, and
which had become absolutely necessary to preserve, untainted, its free insti-
tutions, and to secure the liberties and happiness of the people.

' I have the honor to be,_sir,
Very respectfuily,
Your obedient servant,
R. B. TANEY,
Secretary of the Treusury,
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