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BANKS OF MARYLAND.

J 1L
Eztract from the message of Governor Grason, December 1840,

The curreney of this State consists of various kinds of paper, issned by
Lanks under anthority of their charters, by other corporations without au.
‘thority, and by private associations and individuals, under the pretext of
‘supplying their neighbors with change. These private issues will proba-
bly cease when specie payments are resuined; but the bauks, the savings
anstitutions, and other corporations, which have issued notes or certificates
for small sums, will no doukt continue to exercise that privilege as Jong
-as it is found to be profitable. The small currency furnished by these
‘corporations, though preferable in some respects to the notes of individuals,
is mote injurious to the public; because itis issued to a mueh larger amouat,
and hasa more permanent effect in preventing the circulation of specie. Il the
people prefer the use of specie for change, and for dealings of trifling amount,
‘they certainly ought to have their choice; and this they never can have, while
small notes of every deseription ave permitted to cireulate through the State,

Many persons are under the impression that all the evils of a deranged
currency have been produced by the measures of the General Government ;
and thar, under the administration of General Harrison, they will be re-
maved, without the aid of State legislation,

Without intending to discuss the general question of the currency, I will
briefly stale my reasons for believing that too much is expected from Gen.
=ral Harrisen's administration, and that it will not be in his power to correct
#he evils of which so many complain. _

The currency, which has been so much deranged, is the currency of the
‘different States; and consists of paﬁer of every kind, issued under the au-
thority, or by the permission, of the State Legisiatures, If too much of
this paper was put in ecirculation, it was the fault of the corparations that
issued it; and if there were too mmny banks, it was the fanlt of the Slates
that charlered them. Tt has been supposed that the United States Bank
regulated the State banks, and prevented them from increasing in number.
But it could only restrain the operations of other banks, by first receiving
their notes, and then drawing upon thed, every week or month, for the
balances due. 1t had no conirol over weak and discredited banks, because
it would not take their notes; and could only regulate those which were
in high eredit, and which conld regulate each other, by the same process
-of frequent settlements. It was defective, too, as a regulator, in this partic-
utar: that, when other banks discounted too freely, and stood in need of
resteaints, it labored under the same difficulty, and reguired to be checked
in i1s own movements ; for the State banks very seldom extended their bu-
siness, unless the national bank first set the example. Whenever it en-
Jarged its discounts, they did the same ; and then it was rather in & situation
70 require assistanee, than to exercise a praper cantrol.

But if, instead of being often a debtor, it had wanaged its affirs so pru-
«dently as to be always a creditor of other banks, there was nething to pre-
—ent it from sustaining institntions that were unsound, and injurin'.'c_r others
that were worthy of the public confideuce ; and nothing to prevent is from
giving the banks and merchants of a commercial ¢ity great advantages
aver those of rival cities. z

The national bank, however, might be prudent, vigilant, and impartial,
znd still be inefficient as a regulator ; because the State banks could always
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escape from its control, by refusing to pay specie, or by otherwise discredit-
ing their notes; and thus place themselves out of the reach of the regulating
power, at the very time they stood most in need of it,

The condition of the currency in the several States, during ditferent
perioeds, furiishes proof that its valie depends on State legislation; and not
on the influence of a natienal hank.

The United States Bank went into operation in 1817, and frem that
period to the yenr 1825 its influence was not perceptible in any of the Stales
that encouraged excessive banking, ‘The eurrency of Kentncky, Tennes-
see, Indiang, and Illinois, was as much depreciated during the greatest por-
tion of that period, as that of blississippi is now ; and was gradually restor-
ed to a sound state by the operation of their own laws, and the determina-
tion of the people of those States to rid themselves of paper-money which
had lost its value, The process by which the people of Kentucky were
relieved from their depreciated paper, is described in the following para-
graphs, published in Niles's Hegister in February, 1823:

% More good news.—Bills of the Bank of the Commonwealth of Kentucky,
to an amount of seven hundred thousand dollars, were burnt at Frankfort
on the 15th ultimoe. A {ew wore goad fires like this, and we shall begin
to expect remitiances from our friends in Kentucky.”

# Kentucky is going on nobly n the woerk of burning paper-meney.
There was lately another great purification of the currency by fire; one
millien four hundred thousand dollars, in notes of the Bank of Rentucky,
besides tiie conflagration of the paper of the Banlc of the Commonwealth,
have been commiited to the flames.” '

T'he United States Bank had then been in operation six years, withont
being able ta equalize the exchanges between the western Slates and east-
ern cities, or to restrain excessive banking, or to correct the evils of a
depreciated currency. During that peried, the notes of many of the banks
in specie-paying Slates were at as great a discount as the currency of any
westernn State; and throughout the whole country, banks continved to
multiply and explode, as if no national bank had been employed in regnla-
ting their movements.

Some of the New Engiand banks were able to continue specie payments
during the last war, when there was no national bank, because their dis-
counts were in proportion to their means. 1f the eastern Siates had char-
tered too many bauks, or permitted thiem to run into every kind of excess,
no national bauk, no administration of the General Government, counld
have prevented the depreciation of their currency.

‘The framers of the copstitation of the United States had no conception
that a national bauk, et any incidental power of the General Government,
could regulate or restrain the paper currency of the States; and therefore
expressly prohibited them from emitting bills of eredit. This restriction
has been rendered nenrly ineffectual by the agency of banks; and the
States, after giving birth to a numerous progeny of corporations whose
business it is to issue paper money, insist upon the necessity of a regula-
tor to give their different curreneies a uniform value.

The States have ample power over their corporations and their cwn pa-
per-money ; and there is no necessity of making use of a fiscal agent of the
General Government for the management of either. If it be desirable to
suppress the circulation of smalt notes, to prevent the increase of banks, to
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limnit their issues, and to compel the payment of specie, the State Legisla-

tures can accomplish these objects without the aid of a national bank,
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