
SENATE.....No. 182.

The Joint Committee on Banks and Banking, to whom was
committed the Memorial of the Boston Board of Trade, pray-
ing that an increase in the capital stock of the Banks already
established in the city of Boston, may be granted to such an
extent as they shall severally show to be required,

That they have considered the same, have heard the memori-
alists, and listened attentively to the testimony introduced,
which was designed mainly to show, that the business of Boston
has greatly increased, that the prices of the great staples of the
world have largely advanced, and that consequently there is a
pressing need of a greater concentration of capital into the chan-
nels of trade, through the agency of the banking institutions.
The correctness of the premises we are ready to concede, but do
not admit the conclusion. We are rather of the opinion that
one cause of the high prices which prevail, may be found in the
great attractions which trade has offered to capital, thereby
withdrawing it from the more humble, but not less important
departments of labor and industry. If the trade of Boston calls
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for an additional banking capital of more than six millions of
dollars, as your memorialists claim, it is clear, that if obtained,
it must be drawn from some other class of investments, as it is
not pretended that capital to any great extent is idle. Now
then plainly the community would not be advantaged by stimu-
lating trade at the expense of industry; the more facilities there
are offered to the enterprising mechanic, and the industrious
farmer, who almost never obtain loans from banks, the more
rapidly will the resources of the State be developed, the more
permanent will the prosperity of the community become.

Trade needs no stimulants; its walks are now crowded with an
anxious, excited throng. The eye of each competitor wide open
to the one prize, is closed to the thousand blanks ; few, almost
none, take warning from the disappointments and misfortunes
of the multitude who faint and fall in the eager strife ; each
imagines himself destined to success and fortune. In this des-
perate struggle every aid is put into requisition ; bank parlors
are besieged, first as a help, then as a necessity; the rates of
exchange cease to be scrutinized, the canker of usury seizes
upon the vitals, and ere the victim is aware of his danger, he
sinks from exhaustion.

It was urged by the memorialists, and by petitioners for an
increase of capital, that “ Boston merchants are driven to New
York and elsewhere for the negotiation of a large part of their
business paper,” and that branch houses are established in the
latter city for the sake of these financial facilities, and this, too,
because of the great want of bank capital in the former city.
Now, as the capital of the Boston banks is more than one-half
that of the New York banks, and as the business of the latter
city is acknowledged to be at least five times that of the former,
it would seem to follow, that the New York merchants do busi-
ness upon their own capital, while Boston merchants are great
borrowers. But we are not ready to admit these to be the facts.
It is doubtless true that loans are negotiated in New York for
Boston account, and it is equally true that money is raised
almost daily in Boston, for New York account, so intimate are
the business relations of the two cities, that they act and react
upon each other constantly; one-quarter per cent, in favor of
the borrower, will send him with almost as much facility from
Wall Street to State Street, as from one bank to another in the
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same street. We are not of the number who incline to sing
paeans to New York, neither are we disposed to allow that
Boston merchants are in any way inferior to those of any other
city in this or any other land. We do not believe that they are
found beggars for loans in Wall Street, to an extent to alarm
capitalists, or excite remark. In fact, it appeared from the
evidence of gentlemen who cannot be mistaken, that while there
are some ten or twelve branches of extensive Boston houses
established in New York, paying large rents, incurring heavy
expenses, and adding largely to the business character and
reputation of that city, that these branches have been thus
located, mainly for the purpose of facilitating the sale of mer-
chandise ; while the monetary centre is in Boston, and all the
financial operations are transacted here—Boston, in fact, fur-
nishing the capital.

Your Committee must be pardoned for expressing their sur-
prise that intelligent merchants, whose interests are identified
with Boston, should adopt a policy so apparently suicidal, so
detrimental to the prosperity of Massachusetts. Why help to
build up a rival city at the expense of our own metropolis ?

The proposal that the increase of the capital of the Boston
banks should not involve the right to add to their circulation,
while plausible, is really of no practical value, inasmuch as, it
is well known, that the circulation of the banks in Massachu-
setts cannot be urged to more than about one-third of the
amount allowed by law, and that except in cases of premedi-
tated fraud, the circulation is controlled by laws outside of, and
more potent than those of legislatures or capital. With these
brief notices of some of the points made by the memorialists,
whose evident purpose it is to induce the legislature to grant
the prayer of the petitioning Boston banks, in opposition to the
Report of your Committee, we proceed to state some of the rea-
sons which have governed us in our action in the various reports
which have been presented to the two branches. In a very large
proportion of the cases in the country, upon which reports favor-
able to the petioners have been made, it has appeared from the
evidence before us, and from information obtained from other
sources, that the industrial productions of the various villages
in which the institutions are located, have rapidly increased
within a few years, so that where a bank with one hundred
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thousand dollars capital has heretofore been established, the
locality would have now to demand twice or three times as much,
lii such cases we have considered that the addition of a moderate
amount, to established institutions where loans are made for
the assistance of those in their immediate neighborhood, and
these mainly of the producing classes, would not tend to the
injury of the community, or to the further inflation of the cur-
rency. Every case has been carefully examined, and'decided
upon, in view of its own merits. Your committee have seen no
occasion to report in favor of any new banks in the country.
While we are of the opinion that there are in Boston a sufficient
number of banks, yet of the three petitions which have been
referred to us, that of the petitioners for the Hide and Leather
Bank, presented such strong and peculiar claims to our attention,
that we felt compelled to report a Bill. These petitioners repre-
sent an industry larger by far than any other branch of manufac-
tures in the State, employing no less than seventy-seven thousand
persons, having made Massachusetts the centre of the trade in
the manufacture of leather, for the United States, attracting
purchasers to our market, instead of establishing business houses
in other States, and an interest which is represented in the Bos-
ton banks, in a much less proportion than other branches of
business, having but twenty-six out of two hundred and seventy-
six directors in these institutions.

The Boston banks, asking for an increase of capital, presented
substantially the same reasons which have been already alluded
to. The difference being, that while a portion are old and estab-
lished, others are of more recent incorporation ; and while some
of them are of moderate capital, others are already in the con-
trol of one million of dollars or more.

Having for thereasons stated decided to report in favor of the
Hide and Leather Bank, with one million of dollars capital,
and it being impossible to distribute another million among the
petitioning banks in any way that would be satisfactory and
free from apparent favoritism, and believing that a large in-
crease would tend rather to unsettle than to consolidate the
general finances, and would help to increase the already terrific
volume of debt which rests upon the community, we decided
not to report any increase of capital to existing institutions in
Boston.
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In conclusion, your Committee would remark that in the
opinion of very many intelligent gentlemen who appeared be-
fore us, the public good would not be promoted by largely
increasing the bank capital of the city, while at the same time,
each might consider his own institution an exceptional case.

Seldom has it been apparent, from the hearing of petitioners,
that capitalists were seeking to invest their surplus funds ; and
were the legislature to grant the capital asked for, we incline to
the opinion that the savings banks throughout the State would
at once be invited to become purchasers of the stock so created;
while it may well be questioned if these institutions do not
already hold quite as much of this sort of security as is con-
sistent with the true idea of their establishment, which is that
of safety and saving rather than large profits.

Finding no occasion to review tire conclusions already arrived
at, your Committee ask to be discharged from the further con-
sideration of the subject.

J. N. TURNER. Chairman.




