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lwowfellow citizens of the senate and house of rep-
resentatives
in oledieobediencence to0 o the command of the constitu-

tion it has become raydusmy dayduy to giverive to congress
informalinformationinform alionatlonionlon of the state of theilia union and becomlecorn

their consideration such measures as I1
judge naceinece sarysury and expedient

But first and t boveabove all ouroar thanks are due to
Aalmightymi lv god for the numeimmenumerousioustous benefits wlwhich
liehe has bestowed upon this people aidwidald our
united prayers ought to ascend to him that he
would continue to bless ourpur great republic in time
to comecorne as he has blessed it in timelime past

since the adjoua ament of ibethe latla t congress our
have enjoyed unan unusual a of

healthealthli the eateaithth has yielded her fruits abund-
antly andarid haslias bountifully rewarded thetile toil of
the husbandman our great staples have com-
manded highhiahhl h prices and tipup to within a brief
period our manufacturing mineral and bechani
calcai occupations have largely partakenpartakerpar taken of tilethe
general prosperitypro we eavedavehave possessed allail the
elemenelementsls of material wealth in rich abundance
and yet notwithstanding all these
our country inill itsils monetary interessinterests is at tilethe
preset moment in a deplorable condlcondiconditiconditionulinflinin inill
the midst of unsurpassed abplatyutyuly in all the ele-
ments of national weaLwewtwealthll we find our

oarour public works retretailedaided our
private entereuterpricesprizeses of different kinds abandoned

of useful laborers thrown out of
employment and reduced to want

thothe revenue of the government which is
chirchiffifl derived from duties on imports iromfrom
abroad has been greally redireducediced whilst the
appropriations made by congress at its lastjast ses
sionslon forthe fiscal year are very large in
amount i i

alfdlfalial i A NATIONAL LOAN

under these circumstances a loanlonn may be re-
quired before the close of youriyours present session
but aliis although deeply to be regretted would
prove rt obeoheoba 01oilyollyly aabightsl ht misfortune when com-
pared wilh the suffirina and distress prevailing
among the people with ihnihl the government
cannot fail to deeply sympathize though it may
be without tlthee power to extend relief

aheTHE FINANCIAL and ITS CAUSE

ifit lsidourf our duty to what has produced
such unfortunate results and whether their re
cuirence ganiancancau be prevented inlit all former re
vui the blame might have been fulifull ay attiattilI1
buted to- a variety of cooperatingoperatingco causes but
roinot so upon the present occasion it is apparent
that otar existing misfortunes llave proceeded
solelyso from 0ouru r extravagant and vicious svalyof paper curcurrencyrency and balikbank creditsci editsedlis excite g the
people tto wildwid speculations and gambligamblingtig in
stocks these repulsions mustroust continuo to re-
cur atit successive intervals so longiong as the amount
ofafi ththea paper currency and bank loans and dis-
counts of thothe country shilishill be left to
lion of fourteen hundred irresponsible bankinbanking
institutions which from thetile very law of their
nature will consult theilia interest of their stock-
holders

stock-
holders rather than uilailia public welfare

tilthee fratrainersiners of tilethe constitution when they
galeto congress the power 40tocuhitoccoincolnohlohi money audand
to regulateregulate thetile valuevalad thereof and prohibited the
states from cCichiningining money emittingmining biallsIs bf
credit or making anything but gold and silver
coincoif a tender inlit payment of debts supposed they
had protected tilethe people against the evils of allail
excessive and irredeemable paper currency

they are not responsible fur the existing anom-
aly that a government endowed with the sove-
reignlein attribute of coining money and regulating
the value thereof should have no power to pre-
vent others from driving liln coin out of the
countrycoan y andaud filling tipup the charichanelselseis orof
wotaltwith paper which doestoes not represent god and
silver 1

lvisivist is oneore of the h chest and mostmc responsible
dullesduties of government to insure to the people a
soundfound ciren abing medium the amount of which
oughtoughttotb be adapted with thetile utmost possible
wisdomwisdon and killskill to the wants of internal trade
and fortisiforefort liliii exchanges if this be either greatly
above or greatlygreally below the poper standardstandaid the
marketable value of every mailsmans properly is in-
creased eror dimindiminishedshed in the samegame proportion
and injustice to individuals as well as incalcu-
lable evilsevila to the community are tilethe cons-
equencesquen cences1 I

unfortunately under the construction of the
federal constitution wilwllwilchch has now prevailed too
lontlongtoto bbe changed thisthir important and delicate
duty has been disseveredsevereddis from the coining power
adfw virtually transferred to more than iarteen0

bundre d stateslate banksbantis acting indepeden ly of
each other aridand regulating their papercaper issues al-
most exclusively by a regard to the present in-
terest of their oders exercising the
soverovesovereignreign power of propruprovidingviding a paper currency
ifillinsteteadad of coincolo fortor the country the first dutyduly
which these banks owe to the public is to keep
in their vaults a sufficient amount of gold and
silverbliver to insure the convertibility of their notes
into coincoln at all times ana all circumstances
no bank ought ever to be chartered without
such restrictrestrictionioniou on itslis business as to secure this
result allalt othenoilier res notions are comparatively
vain this is thefile only true touchstone the only
efficient reregulatoralator of a paper currency the only
oneane which can guard tilethe great public again t
over issues andarid bank suspend iousiaus As a coliat
eralbrat and eventual seesec ullyity it is doubtless wise
and in all cases ought to0 o be required that banks
shallahall hold anall amount of united states or atwel
securities equal to their notes in circulation and
pledged for their redemption this howeverlioilo wever
furnishesfu no adequate security against over
issues onoil the contCOLIt iarylary it may be perverted to
inflate the I1indeed it Is poss ble by
this means to couvertconvert allailit lleilethelie debts of the united
Statesaud S ate governments into bank notes

to tiietile specie lequirrequireded to re

dedem them howehowever vvaluablealuad these secirsecuritiesldesides
mayrhay be in themselvesvrrthetheyy ccannota no t be converted
into gold and silver at the moment of pressure
as our experience teaches in effic entant time to
prevent bank suspensions and the depreciation 0of
bank notes 1

in enenglandI1land which is to a considerable extent a
pr monmoneyy country though vastly lifbehindhind our
own 1in1 this repe ct it was deemed advisable an-
teriorterionr to the act of parliament of0 1844 which
wisely separated the issue of notes from the
baibatbalkingbankingking department for the bankbink of england
always to keep oilon hand gold and silver equalegnal to
oneotie third of combinedits circulation and de-
posits

fiff this proportion was no more than sufficient
to secure the convertibility of its notes withwild the
whole of great britain and to some extent ththe
conticoaticontinentnent of europe as a field for ilit circulation
rendering it almost impossible that a sudden and
immediate run to a dangerous amount should be
made upon it the same proportion would be in-
sufficient under our system

each of our fourteen hundred banks ilasliashas but a
limited circumference for its circulation and in
the course of a verygeryvery few days the depositors and
note holders inight demand iromrom such ait hank a
sufficient amount in specie to compel it to sus-
pend even although it had coin in its vaults equal
to oneong thud of its immediate liabilities and yet
I1 am not aware with the exception of the banks
of louisiana that any statstate0 batikbank throughout the
union has been requited by iesits charter to keep

I1

this or allyany other proportion of gold and silver
compared with the amount of its combined cicirclrr
culicut tion and deposits

what has been the consequence in a recentrecen t

report made by the treasury department oilon tilethe
condition of the banks throughouthout the different

I1

states according to returns dated nearestdearest to jan-
ary

jan-
uaryu 1857 the ag reaf 6 amount of actactualu at specie
in thirthinfh tr vaults is of their cirencirculationlation

and of their deposits

thus it appears that these banks iniii hethe aggre-
gate have considerably less than one dallai in
seven of gold and silver compared with their cir-
culationcu lation and deposits

it was pallpal ravleraile therefore that the very first
pressure must daive themtheril to snsuspensionpension and de-
prive tilethe people of a convertible currency with
all its disastrous consequences it is truly won-
derful thatth theyathey should have so lonsionsionlon continued to
preserve theirthein credit when a demand fonfor the pay
ment of one seventh of their immediate liabilities
would have driven them into insolvency aindarid
this is the condition of the banks notwithstand-
ingin g that four hundred millions of gold from call-in cali-
fornia have flowed in upon us within the lastlist
eightI1 years and the tide stilstill continues to lowflow

laidindeedel such has been the extravagance ofor balikbank
ccredits that the bauksbanks now hold a considerably
less amount of specia eitherelther in proportion to
their capital or to0 o theirweir circulation and deposits
combined than they did before the discovery of

in california
whilst in thetile yaryear 1848 their specie in propor-

tion to their capital was more than equal to one
dollar for four andarid a half in 1857 it does notdot
amount to one dollar for every six dollars and

ifonthirtyltv chree cents of their Cdcapitalpital in the year
1848 the specie was equalegnal within a very small
fraction to oilolioueone1 edoldollarlarinin five of their
and depositdeposits in 1857 it is not equal to one dol-
lar in seven and a half of their circulation andarid
depottsdepdenoits

from this statement it is easy to account for
our financial history for the ast forayotayoray years it
hashast beehbeen a history of extravagant expansions in16

the business of the couiicountrytry followed by ruilrullruinouslousious
contractions

at successivedessive intervals thehe best and most an-
ter

en-
terprisingter men have been tempted to their ruin by
excessive bank loans of mermetmeree paper credit ex-
citing them to extravagant importations of foreign
roodsgooda wild specula ions and ruinous and demor-
alizingI1 stock

when the crisis arrives as arrive it fiust the
banks can extend riono relief to thetha people in a
vain struggleie to redeemredfern their liabilities in specie

I1 they are compelledcom to contract their loans aridand
i their idues andarid at last in the hour of distressdis tres
when their assistance is most needed they and
their debtors totogetherether sniksink into insolvency

it is this papaperpamerper system of extravagant expan-
sion raising the nominal of every article
far beyond its real value when compared lihichwilhwith
tilethe cost of similar articles inlit countries whose cicirclr
cid stion is wisely regulated whichbichw has prevented
us from competing inill our own markets with for-
eign manufacturers has produced extravagant
importations and has counteracted tilethe effect of
thotile large incidental protection afforded to our
domestic manufactures by the present revenue
taitaltallerlffiff

but for this the branches of our manufactures
composed of raw materials theilia production of our
own country such as cottoncottolltoli iron and woolen
fabrics would not only have acquired almost

exclusive possession of the homohoma market but
would have created for themselves au foreign
market throughout the world

deplorable however as may be our present
financial condition we may yet indulge in bright
hopes for the futureft iture no other nation has ever
existed which could have endureden lured such violent
expansions and contractions of paper credits
without lasting injury yetteeyet the buoyancy of youth
the energies of our population and thetiie spirit
which never quaquailsquallsIs before difficulties will enable
us soon to recover from our present finatifinancialcial em-
barrassmentbarras and may even occasion us speedily
to forget the lesson which they have taught

THE POLICY OF THE governcOVERNgovernmentMENT DURING THE
CRISIS

in thetile meantime it is thetile duty of the govern-
mentmaiimail t by all proper means within its power to
aid in alleviating tiletiie autTegulterings of the people oc I1

casiocaslocasl ned by tilo suspensionsiontion ofodthemhd banksbankibanks and to
provide against a recurrence of the samesaile calami Ij

0

ty unfortunately inin eitzlereith er 1

aaspect of the casecage
it can debutdo but little 1

thanks to the independent treasury the gov-
ernment has not suspended papaymentyin ent as it was
compelled to do by the failifailurere of tilethe banks inin
1837 it will continue to dischardischargegp its liabilities
to ththe people inin gold andarid silversilven its disbursements
in comcoin will pas into circulation and materially
adist inin rerestoring a sound currency from its
high credcredit t shouldS on id we beble compelled to makematte a
tetemporary loan it canciu be effected on advanta-
geous terms this however shall if possible
beba avoided but if not then the amount shallshail
be limited to the lowest practicable sum

I1 have therefore determineddf teilei mined that whilst no
useful governmentgovern mentmert works already inin progress
shall be sissuspended new works not already com-
menced will be postponed ilit this can be done
without injury to the country taase necessaryry
lonlor its defence shall proceed as though there had
been nono crisis inin our monetary affairs

A NATIONAL nakBAK
but the federal government cannot do much to

provide against a ielecuncurrenceence of exis linblins evils
Eevenvenvan if hiski mountable constitutional objections
diddd not exist the creation of a nationalNa lional
batikbank this would furnish no adequate preventive
rechi ity the history of the last batikbank of the
united stateselites abundantly proves the of ibis
assertion such a bank could not if it would
regulate the issues aridarldni d credits 0of fourteen hulihim
dred slatestate banks inin such a manner as to prevent
the ruinous expansions and contractions inin our
curr noyncy which ailiaill cledclad the country throughout
the existence of tiiethe latelata bank or secure Us
against future sususpensionspensions

inill 1825 auan effort wasmas made by thehe bank of
england to curtail the issues of the country binksbariks
under the most favorable circumstances the
paper currency had been expanded to a ruinous
extent aridand the bank put forth all its power to
contract it inin order to reduce prices arldand restore
the equilibrium of the foreignforella exchange

it accordingly commenced a system ofor cur-
tailmenttail ment of its loans and issues in the vain hopehopp
that the joint stock and private banks of thetoe
kingdom would be compelled to follow its exam-
ple it found however that as it contracted
they expanded and at the end of theilia process to
employ the language of averya very high official au-
thoritythortho rityityl vallat ever reduction of the paper cincu
lation was effected by the bank of eilEtienglandglandgiand inin
1825 was more thanthau made up by thethu issues of
the country banks

but a bankbatik of the united states would not
if it could restrain thetiie isui suss abid loans of tiletiie
state banks because its duty as a regulator of
tilailia currency must often be inin direct coico flicht with
the immediate of its stockholders

if we expect one agent to restrain or control
another their iiiinteretaeretH mustmaist at least inin some de-
gree be antagonistic butbat the directors of a
binkbank of thetiie united states would feetfeel the same
interest andaud tiletiie same inclination withwilh the direc-
tors of thetiie state banks to expand tiiethe currency
to accommodate their fak orileorlle and friends withwilh
loans and to declare large dividends such has
been 0ourur experienceexperience illin regard to thetha last bank

STATE POLICY

after all we must mainly rely upon the pat-
riotism and wisdom orof the states forthafortor the pre-
vention aridand redress of the evil if they vi ill
afford us a real specie basis for our paper cir-
culationcu by increasing the denomination of
bank notes first to twenty and afterwards to
hittyfifty dollars itif they will require that the
bariksbanks shall at all times keep oilon hand at least
one dollar of gold and silver for every three
dollars of their circulation and deposits and
itif they will provide by a seifbelt executing enact-
ment which nothingsI1 callcali arrest that the mo
ment they suspend they shall gego into liquida-
tion I1 believe that such provisions with a
weekly publication by each bank of a state-
ment of its conditconditioniopiod would gogo farfari to secure
us against0 future suspensions of specie pay-
mentsments

A NATIONAL BANKRUPT LAW FORvor BANESBANKS
I1

congresst in my opinion possespossess9 the power
to pass a uniform bankrupt law applicable to
aaa 1 banking institutions throughout the united
states and I1 strongly recommend its exercise
this would make it the irreversible organic
law of each bariosbans existence that a suspen-
sion of specie payment shall produce its civil
deathabath the illiiiinstinct of selfbelr preservation would
then compel it to perperformforni its duties in suchstich a
diannermanner as to escape the penalty and preserve
its life

thetile exiexlexistencetence of banks and the circulation of
bankbatik paper aie so identified with thehe habits of
our people that they colnot at i histhis dayda babe sud
denideuldenlydenis abolished without much immediate
to the coicountry it we coulacould confine thenthem to their
ampro oteute sphere and prevent them iromfrom u-
dall

ad-
all spoil of wild and reckless
specspeculation by extravagant ealisloans and issuesidues
theytiley mightinight be continued with advantage to the
puhlduthu c

j

butbat this I1 gayysay after long and n
if experience shall prove it to be impossible to en-
joy the facilities which wellweil regulated banks
might affire without at the same time suffering
tilethe calamities which the excesseserces es of thehe banigbanis
have hitherto inflictedindicted upon the country it would
then babe far tilethe lesseltassel evil to deprive them alto-
gethergether of the power to issue ai paper currency
and confine them to thetho ffunctions of banks of
deposit and discount

OUR FOREIGN RELATIONS

conr relations with foreign governments are ttup
onceonha whole in a satisfactory condition

tilethe diplomatic biffi tiittillieatilt leaiea which exitedexisted be-
tween niehie government of the united states and
that of great britain at the adjournment of the
last congress have been happily terminated by
the appointment of a british minister to this
country whowiio has been corcorddallydailyallyaily received

whilst it is13 greatly to the interest as I1 am

convinced it is the since off ththe lovargovernn
ments and peopleeople btof the two countries to be
on terms of intimate friendship with each otheother
it has been our misfortune almost always foto have
had some irritating if not dangerous outstanding
question with great Bitbritainalnain

THE CENI nalRAL AMERICAN QUESTION

since the origin of the government we have
been employed in negotiating treaties with that
power aridand afterwards in discusdiscussingsim their true
intent and meaning in this respect the con-
ventionventi ailall of april 19 18501650 commonly called the
clayton and briller treaty has been the postmost
unfortunate of allalt because tilethe two governments
place directly opposite and contradictory con-
structions upon its first and most important arti-
clee e whilst in the united states we belibeilbelievedevel
that this treaty would place both
an exact equality by the stipulation that neither
wwillilllii ever occupy or fortify or colonize or as-
sume

I1

or exercise any dominion over any part of
central america it is contended by the british
government that the true construction of this
lailatlanguageguage has left them in the rightful possession
of all thatlint portion of central america which
was in their occupancy at the date of the treaty
in fact that the treaty is a virtual recognition oilon
theilia pait of the united states of the right of great
bfbritainetain eaher as owner or protectorprotectot to the whole
extensive coast of central america sweesweepingpingI1

ro indund from the rio hondo to the port and har
bor of san juanjoan de nicaraguaaznaazua together

11
with

the adjacentadji cent bay islands except tiletiie compara-
tively small portion of thishis between theilia
and cipecipa hojiroiihondurasduras accordingAccarding to their con-
structionst thetile treaty does nono more than simply
prohibits them from extending their possessions
lo10 central amelicaamerica beyond their present limits
it is13 notdot too nuchpouchmuch to assert that if in the united
states the treaty had been considered susceptible
of suchsueh a construction it never would have been
negotiated under the authority of the president
nor would it haehaie received the approbation of
the senate the universal conviction in the
united slatesstates was that when our government
consentconsentedfiltil to violate its traditional and time hon
orid policy and to stipulate with a foreign gov-
ernmentern ment neldelneverheverver to occupy or acquire territory in
the central american portion of our own con

the consideration for this sacrifice was
that great britain should in this respect at least
be placed in the same position with ourselves
whilst we have no right to doubt the sinsincerityarity of
the british government in their construction of
tiletiie treaty it is at thetile same time my deliberate
conviction that this construction is in opposition
bohboth to its letter and its spirit

under thecheate administration negotiations were
instituted between the two govegovernments frtor the
purpose if possible of removing these difficulties
and a treaty having thisoils laudable object inin view
was signedsl attit london oilon the october 1856
and wwasas subsubmittalmittA by theilia Prezpresidentident to the senate
oilon thethe following loth of december whether
this ti caty either iuill its originalnalual or amended form
would llavehave accomplished the object intended
without giving bilthbuth jonew and embarrassing
complications between thetile two governmentsgovernmentS
may perhaps be well questioned certain it isiisyis
however it was renrenderrendardderdfd much less objectionable
by the different amendments made to it by the
senate

the treaty as amended was ratified by meroe on
tilethe march 1857 and was transmitted to
london for by thehe british govern-
mentme nt that government expressed its willing-
ness to concur in all theilia amendments made by
llietile senate with fliethe exception of thuthe
claueclause delatinrelating to ruman and tiieilia other islands
in the bay off horlHorihondurasdurm the article in thetha
original treaty as submitted to lleiletilelie senate after
reciting that these islands and their inhabitantsinhabitants
having been by a convention bearinghearing date the

day of august 1856 bbetweetweedri her britannic
blaAlamajestyjesty and the republic hof honduras consti-
tuted and declared a free territory under thetile
sovereignty of the said republic of honduras
stipulated that tilethe two contracting1l parties do
hereby mutumutmutuallybIlyally engage to recognizerecognise aud respect
in all future time the independence and rights of
the said free territory as a part of the republic of
Honhondurasdaras 1

upon an examination of this convention be-
tween great britain and honduras of the
august 1856 it was found that whilst declaring
thetile bay islands to be a free territory under thetile
sovereignty of lliethe government of honduras 5 it
deprived that republic of lights11 without which its
sovereignty over them could scarcely be made to
exist it divided them from the remainder of honhow
duras and gave to their inhabitants a separate
government of their own withwilh legislative execl
tive and judicial elected by themselves it
deprived the honduras of the tax-
ingin power in every form and exempted the peo-
ple ofor thetile islands from the performance of military
duty except for their own exclusive defencedefends

it also prohibited that republic from Precerectingting
fortificationsfortificationa upon themthern for their protectionpro lection thus
leaving them open to invasion from any quarter
aridand finally it providprovidedd thatthai slavery shall not at
any timelime hereafter be permitted to exist there-
in

had honduras ratified this convention she
would have ratified the establishment of a state
substantially independent within her own limits
and a state at all times subject to british influ-
ence and control Moalorboroverroverrovenoveroven had the united
states ratified the treaty withwilh great blistain in its
original form we should have been bound to re-
cognize and respect itin all future timelime these stip-
ulationsions to0 o the prejudice of honduras being in
direct opposition to the spirit and meaning of the
clayton and bulwer treaty as understood in the
united tat esthe senate rejected the entire clause
and substituted in its stead a simple recognition of
the sovereign right of honduras to these islands lain
thhea following language

the two contracting parties do hereby mutumatu

continued on page seg
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