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2r>. I will givo anotlu>r postulated truth, which, tr<itj»'<thfir with t.h« f(»re;?oiiij;, will

rover the whoh^ husiucss capital dcalfc in \>y a haiikt'r, ')«\von(J his own triwiiuj^inarjiin:

"Floating; ('a|)ital, or 'tratliiijj po\v«T' othor than that siicciHtid in th«^ hint poHtiilate,

oouHistH of money, the Havinf;s of industry, and ^h(^ surplus ineomo of(;apital, noi. yot
invested in nioro permanent tliinjis, or in lands, houses, iaetcuMes, steam and oth«r
vessels, or in tlio shuns of steanisliiiis and railways and all nninner of continuing
uiMhTtakinjfs, whieli perpetuate t.heumelves, when prudently luainifrod, or in thiugd
not destroyed in use."

'Jd. It n>ust, in order to reach a clear comprehension of tlic p<»wer of hankn for inflat-

ing the imiustrial pursuits of the p4>o]ih-, he home in mi) that a largo part of thci

latter »les<Tipti<ni of capital is held on deposit by Itanker md is loaned, alon^ with
tho " j»rocee(l.s" of hills representinji goods. It must aluo he kopt in view that th«
proceeds of discounted hills are entered in hankers' Uidgora as "dejiosits," and aro not
distingnishahle in the pnhlished accounts from other, or what are called "cash depos-
its." I suggest that such a distiiuttion should he required by law. It is truo an esti-

mate e.in he nuide by comparing the •'discounts" and "deposits," but what I sugirest
is, that the facts shall he made ajipartMit on the face of the statoinonts, h<» that we can
detect where and when business intlation begins, and how it lluctTuttes. 1 have now
demonstrated that intlation is causeil by excessive issues of paper money and exoesBivo
discounts. Q. E. D.

27. It will be seen how the magic power of the banker turns goods into "trading
power," or tloating capital, fn>i<i the numient (he raw material is ready for the market
until it passes through the hands of the various dealei-s ami manufacturers, and finally

n-aches those of the numerous distributiiig airenrs or rtitail dealers. Each, in turn,
gives a bill t(» his predecessor in ownershij). in the chain of transfers; and each, in
turn, takes such bill to his bank, to be turned into trading pdwer. to which category
belojigs money, but which forTus only 'lu iusigniticant three or four per cent, of the
vast i»ool of trading power or tloating capital. It therefore iuippeiis th.it the same
bale of goods is n presented several times in the loan maiket ficlbre ii reaches the
final dij*tribnter—tlie retail m(>rchant.

*2H. Again.it very c(unnHuily happens, when inllatitui has set in, that ihe san>e bale
of goo(l>. or cargo passes through several hands in a few days or weeks, while in

transit or in warehouse, each seller realizing a profit on a rising market ; and, in reg-

ular and not purely sjiocniative traiisa(;tions, each buyer giving his bill in payment,
t(» be j»assed thiougli the "discount mill " and turned into trading power. Thus the
sum total of trading power lu-comes enormously expuTided. The market value of the
same products is reiucsi iited sevcial times in the loan market, and as ab(»nt 9i'> per
cent, of the "o]icrators" in these industrial ]»ursuits "trade" on n arginsof only about
10 per cent., it is perfectly obvious how a panic. stopi»ing the sale of goods and the
"disc(uint mills" all over thecountry, wipe out, as with a sponge, all the weaker oper-
ators "for r* rise," ami nunurous others who have been imprudent in the matter of
giving credit.

This is .1 true and in no degre<' exaggerated description of what happened between
the years IKIO and lrt;{7. when the loans of discount banks, which were mostly banks of
issue, rose from $^(M»,(»(l(t,0()() to $;'y.',(100,()()(t5 to say uothing of the imrease of paper
money, which went out through the discounts. It is what happened during the
seven years imn>edi.atcly prcc«'ding each of th(> panics of Id;")? ami li-<T,i; and those

panii's. ami the succeeding crises, al»d all others like them, are ])crfectly natural con-
sequences, resulting fr«un excessive bank speculation ; and we are Just now commenc-
ing another era of similar intlation, to be followed, sooner or later, by another panic,

and aTiother long ami agmii/.ing ])eriod of stagnation. Congress, in its ignorance—

I

am afraid to say " wisdoni," for that would be what Mark Twain calls "sarkawm"

—

has passtMl an act to provide for the "resumi)tion of specie payments, and for th«
establishment of free banking," the etfcct of which, if it renuiins mirepeahMl, must be
to work enormous evils in our industrial system; to some of which 1 must now vlireot

your attention.
;U). This law authoii/es the use of the whole of the outstanding naticmal secnritie*',

bearing interest, and amounting io over one thousand eight hundred million <loUarp,

as the basis of issues ol |)a])er nuniey to banking associations. This is called "free
banking," as if the issue of notes formed any part of the legitimate business of bank-
iiig—which it most ctMtainly does not. No educated cconomisi will <^laim that the
issue of paper nuuu-y is a legitimate jiart of a banker's business. In England aboutHO
per cent, of all banking. an<l in France all but that conducted by the Bank of Fraiu'.e,

IS comlucted by banks that issiu* no notes at ajl; and even in this country, according
to Mr. H])aiil(liug, the mui-issuiug hanks ttutnumber those issuing jtaper money
mori'. than two to one. See OeiKennial .-iddress, last page. This so-called "resumption
act," over which there is smdi a fi'ss .and such a partisan fight Just now, is simply a
premium ottered by the goven\ment for the expansiiui of bank capital, an<l bank-
notes—of vvhicdi there is already a large excess beytuul legitinuUe business demands.


