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Worthless as a Continental 



Source: George J. Hall and Thomas J. Sargent,  “Fiscal Discriminations in Three Wars” 

 



Hamilton on central banking 
“The tendency of a national bank is to increase 
public and private credit. The former gives 
power to the state, for the protection of its 
rights and interests: and the latter facilitates and 
extends the operations of commerce among 
individuals. Industry is increased, commodities 
are multiplied, agriculture and manufacturers 
flourish: and herein consists the true wealth and 
prosperity of a state.” (Report on Manufactures, 
1790) 

 



(First) Bank of the United States, 1791-1811 



National banknote, 1798 



Hamilton on the national debt 
“A national debt, if it is not excessive, will be to us a national 
blessing…a powerful cement of our Union.” (letter, 1781) 
 
“To be able to borrow upon good terms, it is essential that the 
credit of a nation should be well established…States, like 
individuals, who observe their engagements, are respected and 
trusted: while the reverse is the fate of those, who pursue an 
opposite conduct.” (Report on Public Credit, 1790) 
 
“In countries in which the national debt is properly funded, and 
an object of established confidence, it answers most of the 
purposes of money. Transfers of stock, or public debt, are there 
equivalent to payments in specie. The same thing would, in all 
probability, happen here, under the like circumstances. (Report 
on Public Credit, 1790) 

 



Source: George J. Hall and Thomas J. Sargent,  “Fiscal Discriminations in Three Wars” 

 



Second Bank of the United States, 1816-1836 



National banknote, 1829 



The Bank Wars 



Andrew Jackson attacks the Bank 

“The rich and powerful too often bend the acts of 
government to their selfish purposes….If Congress has the 
right under the constitution to issue paper money, it was 
given them to be used by themselves, not to be delegated 
to individuals or corporations.” (Veto Message, 1832) 

“I have been a close observer of the doings of the Bank of 
the United States….You have used the funds of the bank to 
speculate in the breadstuffs of the country. When you won, 
you divided the profits amongst you, and when you lost, 
you charged it to the bank….You are a den of vipers and 
thieves. I have determined to rout you out, and by the 
Eternal, I will rout you out!” (To Bank supporters, 1834) 



Daniel Webster defends the Bank 
“Credit is the vital air of the system of 
modern commerce. It has done more, a 
thousand times, to enrich nations, than all 
the mines of all the world. It has excited 
labor, stimulated manufactures, pushed 
commerce over every sea.... It has raised 
armies, equipped navies, and, triumphing 
over the gross power of mere numbers, it 
has established national superiority on the 
foundation of intelligence, wealth, and 
well-directed industry.” 
     – In the Senate, March 18, 1834 



Effects of the Specie Circular, 1836 



Dead hand of history? 
      “Who among past presidents should 
Republicans turn to for lessons and guidance? Who 
is the Tea Party progenitor? Who offers the insight, 
outlook, and rhetoric for today’s GOP?  
     “The answer is Andrew Jackson. Jackson was the 
great conservative populist of American history, 
and his story bears study at a time when the 
country seems receptive to a well-crafted brand of 
conservative populism.” 
      – Robert W. Merry, “Andrew Jackson: Tea Party 
President,” The American Spectator October 2011 



Banks in 1836 and 1859 
1836 1859 

Source: Matthew Jaremski and Peter Rousseau, “Banks, Free Banks, and Economic Growth” Economic Inquiry 51:2 (April 2013) 











State debt as share of state income 



The markets react 

Yield on bonds of defaulting states, 1831-1844 



Mississippi and its creditors 




