PRESIDENT’S MENNAGL.

Fellow- Citizens of the Senate and House of Rep-

resenlatives:

In obedience to the command of the constita-
tion, it has become my du'y *to give to Congress
information of the state of the Uuion, and recom-
mend to their consideration such measures™ as 1
judge ““nece. sury and expedient.”’

But first, and sbove all, our thanks are due to
Almightv God for the numeious benefits which
He bhas bestowed npon this people; and onr
united prayers ought to sscend to Him that He
would continue to bless our great republie in time
to come as he has blessed it in time past.

Since the adjournment of the last Congress our
constitutents have enjoyed un unusual degr e of
health. The earth hus yielded her fruits abund-
antly, and has bountifully rewarded the toil of
the husvandman. Our greal staples have com-
inanded high prices, and, up to within a brief
period, our manufacturing, wineral and meebuni-
cal occupations have largely partaken of the
reneral prosperity. We have possessed all the
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derm them. However valuable these securities
may be in themselves, they cuu‘ut be converted
into gold and silver at the moment of pressure,
as our experience teaches, in s.flic ent time to
prevent bank suspensions and the depreciation of
bank notes. ‘

In England, which is to a considerable exfent a
pajer-money country, though vastly brhind our
own iu this respect, it was deemed advisable, an-
terior to the act of Parliament of 1844, which
wisely separated the issue of notes from the
bauking department, for the Bank of England
always to keep on hand gold and silver eqnal to!
one-third of its combined circulation and de-
posits.

If this proporiion was no more than sufficient
to secure the converlibiiity of its notes, with the
whole of Great Britain, and to some exient the
continent of Europe, as a field for its eirenlation,
rendering it almost impossible that a sudden ana
immediate run to a dangerous amount should be
made upoun it, the same proportion would be in-
sufficient under our banking system,

Euch of our fourteen hundred banks has but a
limited circumference for its circulation, and in
the course of a very few days the depositors and

elemenis of material wealth in rich abundance,
and yet, notwithstanding all these advantuges,
our couniry, in ils moneiary interes's, is at the |
presént moment, in a deplorable condition,
the midst of unsurpassed plenty in all the ele-
ments of national wealth, we find our manpufac-
tures suspended, our public woiks retairded, our
nrivate enterprizes of different kinds abundored,
and thousands of useful laborers thrown out ol
employment und reduced to waut,

The reveuue of the governmen!, which is
chiefly derived from duties on imports from
abroad, has been greatly reduced, whilst the
appropriations made by Congress at its Just ses-
sion for the cuirent fiscul year are very large in
amount.

A NATIONAL LOAN.

Under these cirenmstances, a loan may be re-
quired before thie close of yonr present session;
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but this, although deeply to be regreited, would
prove to be only a slight misfortune when com-
pared with the suff:ring and distress prevailing
among the people. With this the governmeunt
cannot fail to deeply sympathize, though it may
be without the power to extend relief.

THE FINANCIAL REVUL-ION AND IT3 CAUSE.

It is our duty to enquire what has produced
sueh unfortunate results, and whether their re-
currence can be prevented? ‘In all former re-
vulsions the blame might have been fulily attri-
buted to a variety of co-operaling causes; but
nof so upen the present occusion. It is apparent
that our existing misfortunes have proceeded
solely from our extravagant and vicious sy stem
of paper currency and bank credils, exeitii g the
people to wild speculations and gambling in
stocks. These revuisions must countinae to re-
cur al suceessive intervals so long as the ainonnt
of the paper currency and bunlk loans und dis-
counts of the country shall be left to the discre-
tion of fourteen hundred irresponsible banking
instifutions, which, from the very low of their
nature, will consult the interest of their stock-
holders ruther than (he pnblic welfare.

The framers of the constitution, when they
gave to Congress the power ‘lo. coin money and
10 regulale the valué thereor,” and prohibited the
Stutes from  coining money, emitling bills of
credit, or making anything but gold und siiver
coin a tender in payment of debts, supposed they
had protected the people aguinst the evils of an
excessive and irredeemable paper curreney.

They are not responsible for the existing anom-
aly that a government endowed with the sove-
reizn attribute of coining money and regulating
the value thereof, should have no power to pre-
vent others from driving this coin out of the
count:y and filling up the chanvels of cireula’ion
with paper which does not represent goid aud
silver,

It is one of the highest and most responsible
duties of government to insure to the people a
sound eirewating medium, the amount of wineh
ought to be adapled with the ulmost possible
wisdom and <kill to the wants of internal trade
and foreizn exchanges. If 1his be either greatly
above or greatly below the proper standaid, the
marketable value of every man’s properly is In-
creased er diminished in the same proportion,
and injustice 1o individunls as well as incalen-
lable evils to the communitly are the couse-
quence,

Unfortunately under the construction of the
federal constitution, which has now prevailed too
long to be changed, this imporiant aud delicate
duty has been dissevered fiom the coining power
ant virtually transferred to more than fourteen
hundred State banis, acting indeperdently of
each other, and regulaling their paper iesues al-
most exclasively by a regard to the presentin-
terest of their stockholders. Exereising the
sovereign power of providing a paper currency,
instead of coin, for the country, the first duly
which these bauks owe to the public 15 to keep
in their vaults a sufficient amount of gold and
silver to insure the convertibility of their netes
into coin at all times and all circumstances.
No bank ought ever to be cnartered wilhont
such restriction on 115 businegs as lo secure th's
result. All other restrictious are comparatively
vain. This is the only true touchstone, the only
eflicient regulator of a paper currency—the ouly
one which can guard tiie great public again-t
over-issues and bank suspen:isns.  As a collat-
eral and eventnal secui'y it is doubtless wise,
and in all cases onght 1o be required, that banks
shall hold an amount of United States or dla'e
securities equal to lheir notes in eireulation and
piedged for their redemption. This, however,
furnishés no adequale security sgslnst over-
issues. On the contrary, it may be perverted to
inflate the currencv. Indeed, it is poss'ble vy
this weans to couvert all the debts of the United
States and S ate governmenis into bank notes
without reference to the specie yequired to re-

note-holders mizht demuand irom such a bank a
sufficient amount in specie to compel il to sus-
end, even slthough it had coin in its vaults equal
to one-thiud of 1ts iinmediate [ubilities, And yel
[ am not aware, with the exception of the banks
of Liouisiuna, that any State baunk throughount the
Union has been required by its charter to keep
this or any other proportion of gold and silver
compared with the amount of its combined cir-
culution and deposits.

What has been the consequence? In a recent
report made by the Treasary Department on the
condition of the banks throughout the different
States, ucenrding to returns daled nearest to Jan-
nary, 1857, the agareca'e amount of actual specie
in their vaults is $38,349 838, of their eirenlation
$214,778,822, and of their deposits, $230,351,-
392.

Thus it appears that these banks in the agore-
gate have considerably less than one dollar in
geven of pold and silver, compared with their ci/-
culation and deposits.

It was palpable, therefore, that the very first
pressure must drive them to suspension, and e-
prive the people of a convertible currency with
all its disastrous consequences. It is traly wou-
derful thut they should have so long continued to |
preserve their credit, when a demand for the pay-
ment of one-seventh of their immediate liabilities
would have driven them into insoivency. And
this is the condition of the banks, notwithstand-
ing that four hundred millions of gold from Cali-
fornia have flowed in upon us within the last
eizht years, and the tide still continues to flow.
Indeed, such hasbeen the ex‘ravagunece of bank
credits that the bauks now hold a considerably
less amount of specig, either in proportion to
their capital or to their circulation and deposits
combined, than they did before the discovery of
gol! in Culifornia,

W hilst in the year 1848 their specie in propor-
tion to their capitul was more than equal to one
dollar for four and a hull, in 1837 it does not
amount to one dollar for every six dollars and
thirtv-three cents of their capital. In the year
1848 the specie was equal within a very small
fraction to one dollar in five of their e¢irculation
and deposite; in 1857, it is not equal to one dol-
lar in seven and a hall of their circulution and
deposits,

From this statement, it is easy to account for
our financial history for the last forty years. It
has been a history of extravagant expansions in
the business of the country, followed by ruinous
contractions.

At successive in'ervals, the best and most en-
terprisinig men have been tempted to their rain by
excessive bank loans of mere paper erecit, ex-
citing them fo ex!ravagant importations of foreign
gooiy, wild specula jons and ruitous and demor-
alizing stock gambling.

When the crisis arrives, as arrive it must, the
banks can extend no relief to the people. Ina
vain strugele to redeem their liabilities in specie,
| they are compel'ed to contract their loaus and
their 1ssues; and at last, in the hour of distress,
when their assistance is most needed, they and
their debtors together sink into insolveney,

It is this paper svstem of extravaganl expan-
cion, raising the nominul price of every arlicle
far beyond its real value, when compared wilh
the eost of similar articles in countries whose cir-
cnlation is wisely regunlated, which has prevented
us from competing in our own markets with for-
eign manufacturers, has produced extravagant
importations. and has counteracted the effect of
the large incidental protection afforded to our
domestic manulactures by the presenl revenue

tariff.

But for thig the branches of our manufactures
composed of raw materials, the production of our
own country—such as cotlon, iron 1ud woolen
fabrics—would not only have scquired almost
exclusive possession of the home murket, but
wonld have created for themselves a foreigu
market throughout the world.

Daplorable, however, as may be our . present
financial condition, we may yet indulge in bright
hopes for the future. No other nation has ever
existed which could have endured such viclent
expansions and countraclions of paper credits
without lasting injury; yetthe buoyancy of youth,
the energies of our population, and the spirit
which never quails before difficuliies, will enable
us soon to recover from our present fipaucial em-
barrassment, and may even occasion us speedily
te forget the lesson which they have taught.

THE POLICY OF THE GOVERNMENT DURING THE!
CRISIS.

|dred Siate banks in sueh a mnanner as to prevent

ty. Unfortunafely, in either aspect of the case,
it can do bat little. |

Thanks to the 1udependent treasury, the Gov-
ernment has not suspended payment, as it was
compelled to do by the failure of the banks in
1837. It will continue to discharge iis liabilities
to the people in gold and silver. Its disbursements
in conin will pass into cirenlation, and materially
assist in restoring a sound currency. From its
high credit, should we be compelled to make a
temporary loan, it can be effccted on advanta-
geous terms. This, however, shall, if possible,
be avoided; but, if not, then the amount shall
be limited to the lowest practicable sum.

I have, therefore, determined that whilst no
useful government works already in progress
shall be snspended, new works, not already com-
menced, will be postponed, if this can be done
without injury to the country. Tnose necessary
lor its defence shall proceed as though there had
been no ciisis in our monetary affuirs.

A NATIONAL BANK.

But the federal government cannot do mueh to
provide against a 1ecurrence of existing evils.
Even if iusurmountable counstituticual objections
did not exist apviust the creation of a Nu'ional
Baunk, this would furnish no adequate preventive
security. ‘I'he history ofs the last Baok of the
Uunited States abundantly proves the tiuth of this
assertion. Such a bank could not, if it would,
regulate the issues and credits of fourteen hun

the ruinous expansions and contraclions in our
carr ney which afli cted the country throughout
the exislence of the:late bank, or secure us
against future suspeunsions.

In 1825 an effort was made by the Bank of |

England to curtail the issues of the country banks
under the most favorable eircumstances. The
paper currency had been expanded to a ruinous
extent, and the bank put forth ll its power to
contract it in order to reduce prices and restore
the equilibrium ol the foreign exchange,
It accordingly commenced a system of cur-
tailment of its loans and issues, in the vain hope
that ‘the joint stock and private bunks of the
kingdom would be compeiled to follow 1ts exam-
ple. It found, however, that as 1L contracted
they expanded, and at the end of the process, to
employ the language of a very high official au-
thority, **whatever reduction of the paper cireun-
lation was effected by the Bank of England (in
1820) wuas more than made up by the issues of
the country banks.”’

But a Bunk of the United States would not,
if it could, restrain the i-su+s ahd loans of the
Siate banks, becuuse its duty as a regulator of
the currency must often bein direct conflict with
the immediate interests of its stockholders.

It we expeet one agent to restrain or control
another, their mntere<ts muet, at least in some de-
gree, be antagonistic, But the directors of a
Bank of the United Stales would feel the same
interest aud the same inelination with the direc-
tors of the State banks to expand the eurrency,
to uccommodale their favorites and friends with
loans, and to declare large dividends. Suach has
been our experience in regard to the last bank.

STATE POLICY.

After all, we must mainly rely npon the pat-
riotisin and wisdotn of the States for the pre-
vention and redress of the evil. If they will
afford us a real specie basis for our paper cir-
culation, by increasing the denomination of
bank notes, first to twenty and afterwards to
fitty dollarsy if they will require that the
banks shall at all times keep on hand at least
one dollar of gold and silver for every three
dollars of their circulation and deposits; and
if they will provide, by a seif-executing enact-
ment, which nothingdcan arrest, that the mo-
ment they suspend they shall ge into liquida-
tion, I believe that such provisions, with a
weekly publication by each bank of a state-
ment of its condition, would go far to secure
us against future suspensions of specie pay-
ments.

A NATIONAL BANKRUPT LAW FOR BANKS,

Congress, in my opinion, possess the power
to pass a uniform bankrupt law, applicable to
a:l banking institutions throughout the United
states, and 1 strongly recommend its exercise,
This would make it tbe irreversible organic
law of each bank’s eéxistence, that a suspen-
gion of specie payment shall produce its civil
death. The instinet of self-preservation would
then cowmpel it to perform iis duties in such a
manner a8 to escape the penalty and preserve
its life.

Tue existence of banks and the cirenlation of
bank puper are so idenlified with the habits of
our people, that they cannot at (his day be sud-
denly abolished without much immediate injury
to the country. It we coula confine them o 1heir
appropriate sphere, and prevent them from ad-
miostering to“the spuil of wild and reckless
specalation, by extravagant loans and issnes,
they wight be coutinued with advantage te the
public.

But this 1 say, after long and much reflection:
il experience shall prove it to be impossible to en-
Joy the facililies which weli-regulated banks
might afford, without at the same time suffering
the calamities which the excesses of the ban's
have hitherto inflicted upon the country, it would
then be fur the losser evil to deprive them alto-
gether of the power to issue a paper currency
and confine them to the functions of banks of
deposit and discount.

OUR FOREIGN RELATIONS. i

Onr relations with foreign governments are up-
on the whole, in a satisfaciory condition.
The diplomatic difficulties which existed be-

In the meartime it is the duty of the Govern-
ment, by all proper means within its. power, to
aid in alleviating the sufferings of the people oc-
casioned by the su<pension of the banks, and to
provide against a recurrence of the same calami-
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tween the government of the United States and
that of Great Britain at-the adjournment of the
last Congress have been happily terminated by
the appoiutment of a British minister to this
country; who has been cord’ully received.
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convinced it is the sincere desire, of the govern-
ments and people of the two countries to be
on ferms of intimate friendship with each other,
it has been our misfortune almost always o have
had some irritating, if not dangerous, outstanding
question with Great Biitain,

THE CENIRAL AMERICAN QUESTION.

Since the origin of the government we have
been employed in negociating treaties with that
power, and afierwards in discussing their true
intent and meaning. In this respect, the con-
vention of April 19, 1850, commonly called the
Clayton and Bulwer trealy, has been the most
unfortunate of all; because the two governments
place directly opposite and contradictory con-
striuctions upon its first and most important arti-
cle. Whilst, in the United States, we believed
that this treaty would place both powers upon
an exacl equalily by the stipulation that neither
will ever ‘occupy, or fortify, or colonize, or as-
sume or exercise any dominion’ over, any part of
Uentral Ainerica, it is contended by the British
government that the true construction of this
language has left them in the rightful possession
of all that portion of Central America, which
was in their occupancy at the date of the treaty;
in faet, that the tiealy is a virtual recognition on
the part of the United States of the right of Great
Britain, either as owner or protectof, to the whole
extensive coast of Central America, sweeping
round from the Rio Hondo to the port and har-
bor of San Juan de Nicarazua, togzether with
the adjacent Bay Islands, except the compara-
tively small portion of this between the Saraloon
and Cupe Honduras. Accarding to their con-
struction, the treaty does no more than simply
prohibits them from extending their possessions
to Central America beyond their present limits.
It is not too much to assert, that if in the United
States the treaty had been considered susceptible
of such a construction, it never would have been
negotinted under the anthority of the President,
nor wonld it have received the approbation of
the Senate, The universal conviction in the
United Siates was, that when our government
consented to violate its traditional and time-hon-
ored policy, and to slipulate with a foreign gov-
ernment never to occupy or acquire territory in
the Central American portion of our own con- -
tinent. the consideration for this sacrifice was
that Great Britsin should, in this respect at least,
be placed in the same position with ourselves.
Wihi'st we have no right to doubt the sincerity of
the Britieh government in their construction of
the treaty,it is at 1lie same time my deliberate
conviction that this consiruction is in opposition .
bo'h to its letter and its spiit.

Under the late administration negotiations were
insututed between the two governments for the
purpose, if possible, of removing these difficulties;
und a ireaty having this laudable object in view
wag signed at London on the 17th October, 1856,
und was submitted by the President to the Senate
on the following 10th of December. Whether
this treaty, either in its original or amended form,
would have accomplished the object intended
without giving birth to new and embarrasting
complications between the two governments,
may perhaps be well questioned. Certain it is,
however, it was rendered much less objectionable
by the different amendwents made to it by the
Senate.

The treaty, as amended, was ratified by me on
the 12th March. 1857, and was transmitted to
London for ratification by the British govern-
ment. That povernment expressed iis willing-
ness to conenr in all the amendments made by
the Senate, with the siy le exception of the
clanse relating to Rua'an and the other islands
in the Bay of Honduras. The article in the
original treaty, as submitted to the Senate, after
reciting that these islands and their inhabitants
‘having been by a convention bearing date the
27th day of Angust, 1856, between her Britannie
Majesty and the republic Honduras, consti-
tuted und declared a free territory under the
soverelgnty of the said republic of Honduras,?
stipnlated that ‘the two contracling parties do
hereby mutually engage to recognise and respect
in all future time the independence and rights of
the said free terrilory as a part of the republic of
Honduras.? . '

Upon an examination of this Convention be-
tween Great Brituin and Honduras of the 27th
August, 1856, it was found that, whilst declaring
the Bay Islands to be ‘a free territory under the
sovereignty of the government of Honduras, it
deprived that republic of rights without which its
sovereignty over them could scarcely be made to
exist, It divided them from the remainder of Hon-
duras, and gave 1o their inhabitants a separate
soveroment of their own, with legislative, execn-
tive and judicial cflicers, elected by themselves. [t
deprived the goveinment' of Honduras of the tax-
ing power in every form, and exempted the peo-

ple of the Islands from the performance of military

duty, except for their own exclugive defence.

It also prohibited that repablic {rom erecting
fortificutions upon them for their protection—thus
leaving them open to invasion from any quarter;
and, finally, it provided “that slavery shall not at
any lime hereafter be permitted to exist there-
in,’

Had Honduras ratified this convention, she
wonld huave ratified the establishment of a State
substantially independent within ber own limits,
and a Siate at all times subject to British influ-
ence and contiol,  Moreover, had the United
States ratified the treaty with Great Britain in its
original form, we should have been bound ‘to re-
cognize and respect in all futare time? these stip-
ulations to the prejudice of Honduras. Being in
direct opposition to the spirit and meaning of the
Clayton and Bulwer treaty, as undersiood in the
United States,the Senate rejected the entire clause
and snbstituted in its stead a simple recognition ni
the sovereign right of Honduras to these islands in
the following langnage:

“T'he two contracting parlies do hereby mutu-

Whilst it is greatly to the inter:st, as 1l am

[Continued on page 382.)
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