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WO. I huvf nhitwii \» liiu I ••UKtitiit«'H "a proprr tiirniicy," iiuimlv. u ciirmicy i»>mi<<d

l>y n iiiitiniiul «lr)itirtiiM iit, to ull roiii*-rN, tor ;rold. I Idim* nIiovmi ilmt hnrikcrH nt mot
on any pi' text lifiiljnwrd (o iradf aiiti f<|>«'«iiliifi' on KiM'h iH-,tn s .it th.' cxpiiiHc cf lln-

who'r projdf, lichidt N, iiiid loflii' injury «>f iion ist»iiiiig huiik.s, vshuh rondth-t u liirge

oiiiil ot the Ir^iiiiiiati' ImNJiirHh ot the roinilry.

U\, Itrtdri' |l^lu^)dill^ to point out oilii r <'aii.'*< h of iiiflatioit, arisiiu! '*' mi had hiink-

Un, I rfHpi< tliill\ Miuntot. an fln' \u\1 nIi-ji towards tin- j>ri'snilioM (>> t'-.- as(nlaiin'd
<'aiiH4'H of t'l°l^«'^, lliat ; our «oiiiiriilt< I- (im.-'idi'r tlic |dan I h;i\i' inittly oiit!iiM'<l, id'coii-

Kti.iilin^ a national i>Hn»' «l<parliinnt, iiid«p« ndtni of 'I'nasiiry I'lol |ioliti<a! parly
iiitliit'no'M. W f lijiM- iilri ad\ an ••xcfih'nt Moikin^-ir.Mlcl m the natioiuki insiM- -'*'

:;iid < '<iiii|itrolli )'.'' i>) I'lulnM'nt, ^^ liii h hav*' i!lv\ a\ h )>' ii i'.ouiHtlv niid aldy nianaf,'<'d.

Ihit Milt '.1 a di paitiiiiiit xlioiilil not he iiii«lrr tli<' inlliirin c and rontio] ot' thx Min mii-r

of )'iiiaii(i . and slioiiid lie rfslricird to I lit- i^siu' and -lalf <d'initf« tor ji»dd, iift«i t''t)

inanncr td tin- Kank of Aiiihti idaiii.

Tht-rr in a HiihMtaiitial dintinilion iM'twi'tii iiirrriKy and iiiiaiici'. Thi' ono Ih n /oo/

<d' iiidiiHt!\ , I III' othi T u i»tn (MX or inrthud of i-ondii.'i iiijij: I ho l»iiHiii('s> altaii'* of nations,
Ntati'H, coi'poi at inh", and iiidi\ idiials. 'I'hc ti'iii plat ion to nsi' the isxur of paper iiionoy

to cri'irti' ri'SMiiri cN ninsl ^oon^l or lait r lie w Ih>)I> iriiio\ t-d from tio- thoughts and piir-

poM-H ot t hosi- \> ho iii:inai;i' the hiiMiii'ss atfaii.'< nt' nal imiH and liankh. If, alter uim)'Io

r\p«'i iiinc, I III- ni.inaiii'i N of 1 ho Im iii' dopaitnirn' lind ihi'm--olM'H pos.srr,.s( d of u larger
Mii|ipl\ of niiialihan is nri'dfiil to inr«nri' tlir ron\ri1il>iliiy of the national notiM, ti«'-

voiid pi radvi'iitnri', thi-y Nhoiild have power to inveHt hmiIi miii pins in piihlie HeeiiiititH

heaiiii^j; inteiesl, and to iei>«siie the >*aiMe, or new ones in their plaee, lor temporary
; r ...i: .1 1: ti 1. ...... ..»' 1. 1 .;..'
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pill poses ill ease of an\ unforeseen enier;>;eni'\ deiiiandiii;^ the piireli-ise id' ^old to main-
tain specie pasnieiiis. To )iiit siieli a s\ stein into iipeiMlinn would leiiiiire tinu' and
thitu-st piaetieal and ihinrelii al know liilf;e ot tin cunnlrv and thetraineil skill of
those ill ready in the i inplov ot t he TreasiirN i;.sMe ih part in< nt. I'he enrrene.N ipieKl ioM

has, next to slavery. Iieen the most agitated and iliseiis.-^cd id' aii,\ o| the j^ieat ualional
iMNi'ew. and is now hy far the most pioinineiit ImIhic the p» ople. Ileiiee, re^ardirij? it

as I <lo its one ol' the lejidin^ elements inv ol\ I'd in industrial crises, I hope I shall in:

excii.sed for tile iiioininenee I am ^iviiiii it in this eonmiiiiiioation. The time is, I trustexeiiseii lor ine nroitiinenee 1 am ^ivinti 11 ''< 'iii'* lonMiiiinioaiioii. 1 ne. nine is, 1 irnsi

and helii ve, at lianil w In n it will hedivested of Jil! I'liiidann ntal irvors ;iiid the pas-

sion that enters into piiMie diseiission whenever it is im n'iot'.ed. 'I'he nionii nt the
iiat ion cuts loose liiPin .'ill eon nei lion with hanks ol' issue, a >• siicli, the ii.llation doi;iii:u«

will yield to coiiinioii scnsr. The o|iinion ;iaiiis uronnd that the issue intist he ii'adi'

hv the nation and for the nation's heiietit. and not for the special piolii ot a imie
handful of hankers.

'i'^. i have here to niiiaik on an iinportant example to sliow how iniieli a well-remi-
latoil not*' issue has to do in averting intlatimis leading to crises. Fraiii'e has Ihm-ii

i*pe< iaily free fioni these '• liiianeiitl eyi hmes" for half a century, under the i-siie of

noi»» hy the Ihink o| I'lame. I>iirinif the <rr<'at panic ol' l^.'>7, when the i.»nk of
Kny;lani.l noniinall\ siispemled under an anthmi/'alion (dilu- jiDverninent, and rnade a
wreck of a \ ast nninher id Imsiness houses hy iiinniiifi np the rate, there w.is sr.ii<ely

a ripple prodneed on I'nneh tiiiaiu'ial waters. There wa.-' no run on h'reiieh hiinkeis,

and the (reneral. indnstrieM remained iindistnrheil. That and other e\iin|des nUttw tlio

ditl'ereiice hetweeii a single isMUei. and two thousand lonijietini; national h^nks. in

ln7;l.

y;i. It has heeii f entitled lie fore your ennnnittee. 1 riily. that crises are de\ eloped 1: rider

eiri'iiinstaiiees sliowin<i that other causes than iiiiniiN ei t ilde paper cuireiny ha\e
produced them. 1 now propose to point out what are thes.- caiiHes. Mr. Spauldiii^',

in <tn« of the (piotations 1 have made from liis ("eiitennial address, stat«'s the fa't that,

"In s«!ven years from .laiinary I. !"':'>••, to .laiiuary 1, If^iT. the loans [of the. hanksj in-

erejiw'd from ^'Jdd.tldO.OtiO to 's:V2."..niHi.(Mi()." When we eome to aiialy/e the operations
of a tiank of diseonid, we naeh a ureat fundament il triiih. id'snpreme importance in

monetJiry «'eonomy, namely, that hy far the lari^er piopiuioii of hank disconi ts t-'^Xh

on >^o<k1s in eonr.se of production and disirihutiiui. I have juit this importaiit tiuth
in the form of a postnl; r •, as ndlows:

'^4. " Coinmodities. '.]< onrse of piolintion .ind tiau'-niissiiin from jiinduciT' to c.m-

«<iiiii«>rH, or ultimate j»i ;i aasers. repiesented hy hilN of exthan^re. hills of ladinj;,

warehousemen's reeei))ts, hank credits, etieeks. and other devices invented hy tiaiik-

vi> ami merchants to faiilitate flu tiatisfcrence of dehts aiid <'ri'dits. eoustitnt4' the
hulk <d' tloatinj^ eaidtal dealt in in the loan, iinpro}ieily called the 'nmney' market."*

" Am this postulate einhraces a most important fiindameiital truth. I take the liherty

of ((uot'iig an extract ftom a letter I received in tin- winf.-i id l^7r»-'7«i on tin- nuthcKl
I have ad» jd4Hl forstatini; in a concise and strikitinmanii'r hadinj; jninciplesof nioR
etiiry economy, from the pen of an aide writer on eeoinmuc sciem e. Trot. Itou iiny

I'rico, of Oxford. 'Ihe professor says: " Sti many thanks for yourleft^'r iu llm Ameri-
can. Tiinew. It isexceedinj^ly ^ood. and I rejoice over it nnu'h. ospefciaDy the powt'j]at*c

and princioh^H. The '(IJTith in my fortheoniin^ work)' is capital. I had t' ooujfht,
hut not deiiUitely mid vividly exjireswci. The menniu^ jmupi? tui tht- rea^m and inu«-

tern luiu. and it is most true."


