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clearing house of the 7th of November is shown by the fact that
between the Ist of Qctober and the Ist of April $£,325 000 of secu-
: rities were retired from the bank department ; and the superintendent
Annual report of the superintendent of the banking depurtment of the -f. Dhelieves that nearly §4,000,000 of that amount was used Dby the

State of New York. - ..~ interior banks to restore the equilibrium between those of the city
of New York and themselves, the loss of which was occasioned by the
Lolding of country money in that city. As an evidence of the cor-
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State ofF NEw York, Bank DEpaRTMENT,

Albany, December 31, 1838,

The superintendent of the banking department, in accordance with
the provisions of section 11 of the ‘“ Act to organize a bank depart-
ment,”” has the honor to submit for the consideration of the lerisla-
ture the following

REPORT.

The speedy return to specie payments by the banks of this State,
after their suspension in Qctaber, 1857, time has shown, was a sub-
stantial and permanent resumption of their corporate obligations.

It exhibits a solidity of capital on the part of the comnercial as
well as the producing community whieh cannot but be gratifying to
every observant citizen of our State. It also furnishes evidence of the
financial ability with which these institutions are managed, that will
add strength to the confidence of the people of the State in our
present banking system.

The suspension and resumption of specie payments by the banks of
this State in 1857, with the surrounding circumstances, have simply
brought out into bold relief the perfection of our free bank system in
its connexion with our currency.

The retirement of §7,920,000 of the circulation of the interior banks
accumulated in the city of New York within the time specified by
the resolution of the clearing house of the Tth November, 1857, (with
an occasional exception for an insignificant amount since paid,)
clearly shows that they were not only strong in capital, but that their
ability to liguidate that debt was only equalled by their desire to enter
upon a course of policy that must produce a speedy resuwmption of
specie payments, clearly foreshadowed by the passage of the resolu-
tion referred to, .

The passage of that resolution was the incipient step towardsa
resumption, and the willingness with which the interior banks met
the obligations imposed by it reflects great credit upon the city and
country 1nstitutions. The entire §7,920,000 was, by the terms of the
resolution, to be paid in monthly instalments of twenty per cent.,
with interest at six per cent., commencing on the 1st January, 1858.
This would retire the entire amount by 1st of May. They were also
to redeem their outstanding currency oun the usual terms after the 20th
of November.

The pressure preceding the suspension had returned to the banks
during the quarter ending October I, 1857, a million and a quarter
of dollars of their best securities held in this office, of which at least a
million was withdrawn by those located in the interior of the State,

How vigorously the interior banks went into the movement of the
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- Tectness of the belief expressed above, he would say that the dis-

counted debt of the banks located out of that city was reduced only
$36,326 from December 26, 1857, to March 13, 183S.

This equalizing accounts between the city and country banks was
the work of only five months, in addition to meeting their ordinary
and daily liabilities; and the entire debt of §7,920,000 was paid,
netting 5§ per cent. per annum interest upen the investment of the
city banks in country currency, ~

The “:hole transaction between the interior banks and those of the
city of New York in relation to the currency sccumulated in that city
after the disasters of the fall of 1857 was highly creditable to both,
and cannot but add greatly to their confidence in each others capacity
a;nd soundness hereafter.

The present condition and amount of securities held in this depart-
ment for the redemption of circulating notes, and the sum total issued
upon the sate, are shown in table No, 1 attached to this report. It
also presents the fact that but five associations have been formed
during the past fiscal year for the purpose of pursuing the business
of banking, and one of these is the continuation of an incorporated
bank whose charter expired January 1, 1558.

The actual increase of capital during the year by the formation of
new institutions is $520,000 ; the Pank of Poughkeepsie raising its
Incorporated capital from $100,000 to §200,000, when it became g
free bank. Still more marked is the fact that no individual banker
has commenced business during the past year. In connexion with the
unvsual dearth of new banks and the small amount of capital employed
by them, comes the astonishing fact that while the actnal inereass of
capital by the formation of new banks has been only $520,000, there
has been added to the banking capital of the State the sum of
§2,4883891, as shown by their respective quarterly reports of September
26, 1857, and September 25, 1858, This addition to the aggegate
capital of the banks has been made during a period in which some
fourteen banks have actually ceased doing business, and whose affairs
are either being closed up by their officers, or by receivers appointed
by the courts.

One of the causes which tended to produce the suspension of 1857,
the superintendent believes, and so stated in his report of that year,
was the multiplicity of banks of small capitals. Sl he believes the
bank capital of the State smaller than is required by the usual business
of our citizens. Their relief cannot be looked for in the multiplication
of small banks, but in raising the capitals of those already in existence
when located in places where increasing business warrants additional
bank facilities. The superintendent looks upon the direction taken by
the increased bank capital of the State this year as adding more to
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the stability and prosperity of the business men and fo the banks
themselves than when he was starting twenty-five or thirty new
institutions a year with two or three times the amount of additional
capital. The fact that fourteen banks have ceased to do businessis
not regarded by him as a general loss to our citizens, inasmuch as the
aggregate increase of bank capital beyond all that has beea withdrawn
during the past fiscal year is §2,488,891, while the number of banks
actually engaged in business has been reduced from three hundred and
eleven to two hundred and ninety-seven during the same period.

The present condition and amount of the securities held by this
department, as exhibited in table No. 1, for the redemption of the
currency of the free banks of this State, give renewed and strong
indications of the stability of its currency.

The total amount of securities held by this depart-
ment on the 30th of September, 1857, was............
Amount held on the 30th of September, 1858...........

830,203,632 07

Decrease of securities during the fiscal TeAT....eirininns 3,810,533 24

The total amount of circulation issued to free banks

and outstanding September 30, 1857, Was............ 28,429,522 00
The total amount of cireulation issued to free banks

and outstanding September 30, 1838, was............ 24,603,194 00
DECTLARE .o eeeetcirvi i ee e et e 3,826,328 00

A reduction of circulation issued to the incorporated

banks took place during the same time, of.....cceeee. 1,810,414 00

Making the total amount of reduction during the year, 5,636,742 00

This statement shows'a steady contraction, during the past fiscal
year, of the currency issued by this department. Still greater is the
contragt of the actual circulation of all the banks, including the
chartered and free banks, following the suspension of October, 1837.

The extreme point of actual bank note cirenlation in this State by
our own Iinstitutions was reached on the 20th of September, 1856,
amoeunting at that date to 834,019,633, It fell during the year pre-
vious to the suspension to $27,122,904, this being the actual circula-
tion on the 26th of September, 1857, seventeen days previous to the
suspension of specie payments., A steady and constant reduction of
the volume of our actnal currency followed, and on the 13th of the
following March it became reduced to $22,710,158. Of this reduction
of the currency, amounting during the year to §11,309,475, $4,412,746
occurred between the 26th of September, 1857, and the 13th of the
following March.

Theworld hasbeen heretofore taught, through the theoretical opinions
of political economists, that a suspension of specie payments would and
must necessarily be followed by an expansion of paper money, alike
detrimental and demoralizing to the public. While the superintendent
looks upon a suspension of specie puyments by our banks as a great

26,393,098 83
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evil and detrimental to the interests of our people, be most respectfully
submits that the evils arising from a suspension in this State come
not from an increased volume of currency, as it is an utter impossibility
under a secured currency like our own, but from a reduaction of that
volume made of necessity by the banks in their efforts to resume pay-
ment again in coin.

The past theory of the effects of a suspension, when applicd to a
system based upon a secured currency, experience has proved to be
erroneous. No suspension can take place, or rather be produced, by
an overissue of a currency of that description; and the evil effects of
it are only felt by our business men and the producing classes, by an
inevitable contraction of the usual business facilities to the cne, and a
falling market for the products of the other; both produced by a con-
tracting currency, instead of increased credits for the one and higher
Prices for the other by an expanding one,

The b;wk note circtlation of this State, in proportion to the busimess
fransactions of our citizens, can only be compared to the decitaal coin
deally use for change. o

0 prove this, look at the absolute circulation of o :
b.ef'ore stated, on the 13th of March last, (522,710,158,) g:r%?’ksstifgi
clent to give each citizen of our State a prstage by railroad from
Albany to Buffalo. The whole amount wou'd be expended for food
a.lque by our inhabitants in less than a single month, at the preseny
prices of our agricultural products. ’

The contraction in March had reached a point beyond which the
necessity of its use forbade its further reduction ; or if persisted in b
our bauks., the supply would have reached us from the meiuhborin.Y
States. Since the date referred to, the volume of currency hasosteadily
;ggrfgze;ie;c; -%ji,oﬁlﬁgfzmi on the 25th of September, and will increase
_ What does this expansion and contraction of currency prove? The
simple fact that, under our system of free banking, with a secured

iﬁ baniii;lg in this State isa ﬁurer guaranty of the solvency of our banksg
an statutory enactments, however stringent may be thai isi
heir
or character.” ° | provisions

Securities to be deposited in the bank department for cireulating notes
tasued.

corgegtibi]}int-y and ultimate security.
nder these circumstances it is unnecessary for him to pre
: sent tl
reasons why he deemg bqnds and mortgages not the ampli)e securit‘?;
required by the coustitution for the redemption of circulatine notes
H. Ex. Doe. 112—8 ° ’
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resting his objections to their reception upon their inconver_tibility
alone, Still, he deems it due to himselt to present to the legislature
the fact that the present law governing the securities to be received
for circulating notes works manifest injustice to a large poriion of
the banks and bankers engaged in the busiqess of baqkmg in this
State. The experience of the superintendent, in converting securities
held in trust by him into immediate means to redeem the notes of
failed banks, has taught this lesson. o N

The present law, in relation to the description of securities to be
deposited with him, requires, in the lan_guage of the statute, that
they ¢*shall be New York State s.te)cksZ in all cases to be, or to be
made to be, equal to stock producing six per cent. per annum; or
at least one-balf the amount so deposited shall be in the stocks of the
State of New York, as before mentioned, and not exceeding one-half
in stocks of the United States, in all cases to be, or to be made to be,
equal to a stock producing an interest of six per cent. per annum
and it shall not be lawful for the superintendent to take such stocks
at a rate above their par value, or above their eurrent market value.””
“Or ihe securities ehall not be less than one-haif in such stocks and
one-half in bonds and mortgages upon improved, productive, unin-
cumbered lands in this State, exclurive of any buildings thereon, said
mortgages bearing an interest of not less than seven per ceut. per
snnum, and to an amount no exceeding two-fifths the value of said
lands.”"—(See chapter 313, Laws of 1849, and chapter 340, Laws of

18.
lSTh()s experience of this department proves that the bonds and
mortgages sold by the superintendent for the redemption of circulating
notes, not only during the disasters of the past year, but from the
beginuing of our free bank system, have realized but about eighty-
eight per cent. of the amourt for which circulating notes had been
issued upon them; while the aggregate securities, including both
stocks and mortgages, in every instance during the panic of 1837,
with two exceptions, have brought more than sufficient to redeem the
entire circulation issued upon them. These exceptions arose from
the fraudulenst character of the mertgages in one case, and the peculiar
condition of the stocks held in the other; the stock falling due during
the year in which the bank failed thus realizing little or no premium
to pay the deficiency arising {rom the sale of the mortgages. .

The practical effect of receiving the present securities upen t e
system of banking as mow pursued in this State is simply this:
Those bauks which wisely, in the opinion of the superintendent,
elect to place stocks alone in the department as security for circulating
notes issued to them are obliged, from the uncertainty attached 1’;.0
mortgage securities, to place in the hands of the superintendent stoc i
to be, or to be made to be, equal to a stock bearing six per cent. interes
per annum, while a five per cent. stock is, and has been, with the ex-
ception of a few days in October, 1857, worth in open market over-gar.
In other words, the same rule of security is applied to a bank whose
notes are secured alone by stocks as to one whose circulating notes are
secured by stocks and real estate, while the result of a sale of this class
of sccurities is, that the superior value of the stocks is made to pay
the inevitable loss upon the mortgages. This is right and proper, so
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far as it relates to the notes secured by stocks and real estate, but
manifestly unjust to those banks and bankers who have chosen to
secure their notes by stocks alone.

The superintendent has no hesitation in saping that the circulating
notes of'a bank secured by a five per cent. stock of this State, or by a
five per cent. stock of the State of New York and the United States,
equal parts of each, are as abundantly secured as those secured by
similar six per cent. stocks and an equal amount of bonds and mort-
gages,

Under this manifest injustice and unequal operation of our present
laws in relation to the securities to be deposited by the banks in this
department, the superintendent does not hesitate to recommend that
the bank department be allowed to issue to all banks and bankers
whose deposit as security consists of stocks alone a par circulation upon
a five per cent. stock of this State, or of this State and the United
States, equal parts of each. Also, that every bauk or banker may, by
retiring all of its or his mortgages, be permitted, under the direction
of the superintendent, to change the die upon its or his notes from
\‘stock and real estate’ to “ public stocks’ only, and be subject to
the same rule as if stocks alone had been originally deposited.

In making the above recommendation, it is but just to say that the
superintendent is gaverned by his experience of the convertibility of
the securities in his hands during the difficulties and disasters attend-
ing our banks during the fall of 1857, and also by the fact that since
the formation of this department in 1851 no five per cent. stock of this
State or of the United States has been sold by it except at a premium,

Table No. 2 presents in detail the securities of each banking asso-
ciation and individual banker held in trust by this department, and
the amount of circulating notes issued thereon.

It may not be amiss for the superintendent here to say that he
believes every note issued to every free bank in the State to be atnply
secured. The best possible proot of the strength of this class of bank
note carrency is the fact that during the three years the department
has been under Lis charge, during one ot which a general suspension
of specie payments occurred, the entire loss upoxn this deseription of
currency has been but $7,989 64, of which $5,830 24 was the result
of fraudulent representations of the value of premises mortgaged to
the department as security for circulating notes, a contingency which
cannot again arise under the present regulations governing this class
of securities.

The failure of the Reciprocity late Sacket’s Harbor Bank, the Bank
of Urleans, and the Yates County Bank, incorporated institutions, adds
largely to the loss upon our State currenzy. 'They areail in the hands
of receivers appointed by the courts, and are out of the jurisdiction or
coutrol of the superintendent. It is understood that liberal dividends
will be made finally to the note-holders. This opinion is based upon
letters from their respective receivers.
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) deemed proper 10 substitute ono of later date.) i
G 2.—Statement showing the condition of the banks of the Stote of New York on the morning of Saturday, the 18t day of December, 1858, &
Exrra — 8. : - )
narion.—The letter 8. fullowing tho name of o bank denotes (hat jts esc,_.z_s. 13 secured by stocks only; B. & B. denote that its elrculation i secured by stocks and real esiate
{bonda and mortguges.)
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IKCORPORATED DANKS, NEW YORK CITY. - m
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City Bank, awoow_ws: “aee £300, 090
_Gag Bk Oavwego. ) . 278, 400
iton Bank, Buffabo, .. B & E. 230,000
Commereial :v:w >=.u:w PP L& 50U, Ry
Commercinl ==== Gilen’s Fnll a8 A E. 138, 400
Crmmercinl Snnk] Rochestes...... ... . 8. & B, 500, 030
Commercial ua:r Saratoga 8prings....., ....8, _wm“ccc
Commercial Bank, Troy.. ..., &I, 206, 000
Commercinl um.:x Whitehan,, ..., LB wcm“mg
Croton River Bunk. & E. 107, 500
Cuba Dauk...,.., & £ LuG, 600
Cuyler's Bank, 8B 74,000
Delawsre I ik ...8. 154, 000
Lepusit Beok. . & E, _.w.w.c_._c
Dover Plaing Bank. - 5 100, 000
Engte Bank. . % E. 2u0) 000
m._:_:u Bank & E, 100, 0t
Rxehange Bank, raaf.x_ﬂ. . & E. 150, 000
Falikill ca:x............. e . N 20, Qoo
Farmers' Bank, Amsterdam... .. & E. 118,000
Farmers? Bank, Hudson . ..., & FE, Jue, 000
Farmers? E;r Lansingburg. , & B. 1il, 300
rmers? Bank of 3 Suratogd Lounty ... &R, 200, LoV
Furiners? Bonk, Troy...oveeveecnereiees 8. & B, 450, 060
frl/_::.:_nBu Bank c_. Washingion County [, .8. & E. 163, 65U
Farmera and Citizens’ Bank of Long Island ,.,. 8, 200, 0
Farmers and Drovers” Bank. ... .oe «.o B, & B, 111,150
Farmors and Mechanies® Bank, Qencsee. 8, & E. 150, Gu
Farmnera und Mechanics’ Bank, Hochester.S, &k E. 125 000
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~
T e s . s . e o e b APt e,
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Frontler Bauk ....,444 8.k E, 100, LU
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Hudson River fiank veees B 250, 00y
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Zm::m Bank, Buffale . ,....v ... E. 340, 004
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Merchauts & Mechanics® Bank, .H.Eq... I, But, 600
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Oawego River Bank .......... B & E $114,5% ka3 $215,720
gy {:g0 Caunty Bank. ,, ... &K E. 200, 10y 42,70 424,086
Powell Bank , ..., 4400, seel.B & E. Wianding wp |........ T
Puluski Bank, ., 8. & E. luu, uco 49,610
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Kpraker Bank ...... .B. & E. 100,040 74,686 [ 203,674
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‘Btate of New Yark Dank. ... VTS - X 125, 000 93,814 . w_ma.:c
Biissing Bank ....... ... 8 & F, 60, vot 48,476 Cereins. 135, 131
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Ryracuze City Bank ... i B BB 160,250 L TL I ¢ 20,176 ._m._..u.%
) Unien Bank, Atbany.... .. rireinaseineiB. 500, 000 750445 44,804 203,309 [ vurrassansns. 230, 4
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Union Bank of Bullivan County 8. & E. ._...e_ oun B6, 907 21,957 1 2 .m_.
Union Bank, Troy......... 8 & E. 300, Gop 15,131 57, ; 2 weens| Efmmq“
Union Bauk, Watertown., 8. X E. 187,900 a5, /08 8,832 sreiy 37T, i
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. . e a5, B 3
Washinglon County Bank... &K 200, 100 607 540 b R IR i N ...w,sw ﬂw.cwu
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««Mﬂ__r:ﬁw, . B &b 100, 00y . Bihw0 1T . wuumw MM,mmM R WW&RM
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: & E, 50,000 18,198 7,507 |, - 600 .. 90,587
S o & E. . 50,000 3“:& : m“w.z 999 31,392 240,112
: LEoak of Canandaigua. & E. 26,060 61,125 muﬁw . ._u % ) .H%.,..ww
’ 3fnk of O igs Luke, .. ivarrran, 4, 1u, 000 _.u.....wm e 5o ]
+ gk of Commerce, Putnam Co & E. 63,013 62,38 1, m_.mmc R4t a1 bul
‘ Bk of Havana.... N E: 20T on0 i 3,594 1159, 975
-\x;awg.z:....:.. B. & E. 50, ub0 | vans hoad e “rins 159,915
%._._r of Seneen Falla,, 8. & i, 8u, 000 83,2 ; P 02 sesres A
ik Of Westfield, vy vuuaea B L uwr....cc A?Em e wwc TSP AR
> ggs Bank.,ciiiins v BB B 62,011 Auumu_ 475948 BN 71 aan o
. Hiockport Exchange Bank ........ 9. & E. mc.a:: mﬁa_._ HERH P e Eral
. LHrnet Bank . o uvsenersernaernanns 3. & B, Y3, 400 uw.anu 345 H prapet B Ut T
. Commercial Bank, Clyde, & B 25,000 o ! 10, %36 . 114,143
Fariners’ Bank, ALca.... . 8 kE 54,534 mu._&._ [P it SRR g
Georgo Wastiiugion Bank , . 8. & L. 000 ot pebed s 18,188
11, J. Miner’s Bauk of Utica. a8 25,ut0 wdnh g5lgsy |11 - 135483
+  LIOn Bapk.... .. 8. & B, mM.mwc mw.mwn. ' e 818 egs
Jnmentown Bank. 8. & B, 3,815 e 62,974 203 07
J.'I, Rnplee’s Bank. 8. & B, o0, 60y v, prodl IR s 80 107
Lifke Mahopac Bank B.% E. 40,850 ._,qr it 154007
: Jonku Suare linnk. SRR 108 e 77409 159, 139
Lyons Bank 8. & E. Nw,m_o.w an 16l it T 4t
Meding Banl covera 8.k B, 5 U o906 * ol o]
Merchants’ Bunk of Erie 0o, 8. & B 50, LUG oo veae o8 e
Merchants! Bank of Westtield,.... w ” m Mmumum Mw.ai :m..lmm
. Perrin BabK . eovviscnnniranasirnnnnnn i 5. 30 el
Randall Bank....u.cesirniiciiiiennnne S0 K E, S0, 000 w“awww W.H__M,MM“
Bchoharie Gounty Bank . 8. kB, 10, 0uo 21’391 w117, 145
Benith's Bank of Perry -5 50, LY e T
Buitolk County Bank, RN X, 000 a.m@m 870098
Unaditla Bunk.,,. ..., & _w 125, 550 120, mam oy e
Wooster Bherman’s Bank , & B, S, vy |- 3,5@. 190318
Worthington Bank .. & E. 50,000 65,243 T i 59,146 173,554
Wybwing County Bank & E. 50,4000 59,185 . y 13! PN R e \ ,
- 1,700,300 | 1,660,088 281,511 71,110 47,854 4,604 | 1,602,401 5,939, 681
Add forcems ._,.....,.,.... [ PO ) U L IEREEETETTRTITS PRSP PP At EAAIRRITREE -512 148
Grand 108al8.e o Lovvivansiaeannnn] 110,268,480 | 98,307,800 | 13,412,679 | 35, 104,040 1,043,745 2,204,336 | 108, 170, 962 1,781,385 | 300,604, 126
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Lity fank ........ ' uﬁ.& 834 | 5179 78 636 521,727 414,675 229,775 | ..o, oo 4
Continental Bank 9. b Lt Fagnd 124 290 Y03, 764 wo... L B I 3,001, :
Corn Excliunge Bauk e IS i "Wid | 30,506 90)u0 | andss | 9aiies | ouldoo |TUElE67 472,810
Fi Liver Bauk, 2501509 CUAE| sagsos | amos | iisoer| o4 s | omwna | 182743 (.. 9,485, 105
P SN b .ﬂw,wﬁ ! 207500 wand7 | 2nrsy | lewiwaa |00 159,533
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