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. ADVERTISEMENT,

LD - o 4'TH»E object .of this pub;licatioﬁ lS to»l explain

‘ i "tiie éausés of the ﬂuctuatioqs in -the.‘mv(')néy' '&a‘h’x\e
Pl - _ e | o | of property, which have so frequently ocCu;‘red m .
| S e owE gy GhoToocn | the history of .bur-comnierce and currency. - 1,

| The exténsive and -fre(juent gderan'gl-’emé'ﬁt‘ of |
, ;;b IR SRS TTRTL AL UL S I i a A our internal and external trade, I have, from a
variety of facts, endeavoured to trace to fluctua-

- tions in the amount of the ;ci,rculating_ 'medium, -

sometimes in.excess :and sometimes in deficiency.

When in excess it produces a spirit .of general

Pl : | L N o speciilation and .overtrading, which is followed as ,

) ; : S - - its .consequence by ‘the most extensive .calamity.

| ﬁ When in deficiency, it leads to .a .depression of
1 . B e e T : ,priice,s,‘awhich deprives .the .capitalist .of ‘the fair
B : S profits of this industry .and .enterprize. I ‘have
' B S ~ -endeavoured:zto show :that ‘both extremes have
i S | their originin the mode in which .our paper .cur-
| T rency is adm_inistéred. How far T:have succeeded
o | DR . o L § I must ‘rleav;e'the candid reader to determine.

a2

Printer,
« LORGOI.
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Wlth regard to the facts whlch I have adduced

,m my general reasomng, I can only say, that I

have collected them ‘with care, and a desire
to be accurate. But from their great varlety, and
number of calculatmns necessary to obtain results,
maccurames ‘may have escaped me, for such I
must throw myself on the mdulgence of my

| readers. .

Royal Mint,
Y1tk February, 1826.
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CHAPTER 1.

Remarks on the present state of pubhc credit. -——The causes to
which it may or may not be amgned

THE caus€ of t}ie‘- prese'nt alarrri't inﬁ th_e com-
mercial community and _mone'j market is ei-‘s'ubjeot
deserving the most serious attention. = In a period
of profound peace; externally and internally; and
with a' degree of mational prosperity without a
parallel in our national history, are'we,subjeoted
to one of those revolutions in the value of pro-
perty that can mnever exist without a cause, and
is never terminated without bringing distress and

inconvenience upon thousands. If such fluctuations-
in the value of property are inseparable from great.

commercial enterprize, we must enjoy ourselves in
the sunshine: when we have it, and contentedly’

bear the embarrassment of our credit when con- -

fidence is impaired. But: this is not a legitimate
result from the competition-of capital in the com-
mercial world. Competition may reduce proﬁts;
but in doin‘g_,so its'tendency is to give steadiness
to‘the value of capital ; and if the value of capital
decline in consequence of reduced profits, it will
decline in all employments rather than in any one
But if in any one in particular, it
usually happens that the cause can be ascertained.
' B
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In November (1824) three per cent consols were
at 9'7%, and ‘'on Frlday, the 2d of September, 1825,
they were sold for 861, making a fall of 11¢ 3. per
cent in a period of eight months. To what cause
was this decline in funded pr operty to be ascrlbed ?
Vauous are the reasons that have been asmgned
Some affirm. that it was owing to the money trans-
actions in Paris;, to. enable the French minister to
carry - his ‘plan - for ‘the - reduction of : rentes :into
effect..  Others say, that:it was owing to’ ‘the great
demand for capital-on account of the various com-

panies that the. abundance of capital had ‘given rise -

to of late. - Another, and . perhaps . the more pre-

valent opinion was, that the fall was occasioned by
the necessity which the Bank of England felt to
contract their issues, to.prevent the drain-of gold -
from their coffers which had ex1sted for a period of -

about eighteen months.
To ‘the: two ﬁrst-mentloned causes I am - not.

1nclmed to add much importance. That a consider-
able’ quantity of gold should have been sent. from

London to: Paris, I can: readlly believe. But the
state of the exchange with' Paris would have caused
that exportation' of  gold, even: though the French -

. minister had had: no: ﬁnanaal measure in contem-

plation. . Besides, in 1824, by a return made to the

~ House of Commons from the Custom-house, there
appeared tohave been exported in that year upwards
of four millions of gold, and durmg the period of its
exportation the three per cents’ rose from 87 to 97~

3 .

During- the -early. months of last year the exporta-
tion of gold cqntinued, and was said to continue to
the month of September; but as'long as the state of
the exchange renders - gold a profitable article of

export, it will leave the country; and if it was useful .

to the French minister to carry his plan into effect,
it was so-farfortunate for him that the state of our

currency -favoured his .views; but it was the state

of our culrency, not -his plans, that produced
this .large exportation of gold. . Besides, a .mo-
ment’s reflection would - convince those that- con-
tfznd for this view of the case,. that if an eXpox*fa—
tion, of  gold had taken place to the extent: of five

millions.(and some affirm that. this was the amount
amassed in Paris to accomplish the object of the

.minister) our currency would have been so raised
In value by its diminution,: that the exchange
would - have risen in- our favour.. But it
was not the Paris exchange only" that had been
unfavourable to this country ; cons1derable quan-
tities of gold had been shipped for Holland,. Ham-
burgh, and. other places, all showing that it must.

- be the cheapness - of our currency alone that has

caused it toleave'us. That the excess has been
very considerable is undoubted, from the circum-
stance of -an exportation of gold amounting, it isv
said, to ten or.twelve millions of sovereigns, h,avm

hardly -had- any effect in restormg the exchan .
to par. : \ . =
Upon these grounds I am inclined to attach no

B2
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~importance whatever to the. finance measures of

the  French government as connected with the
present state of. commercial credit in London.
The second cause, the investment of capital in

various projects now, on foot, I am inclined to

think, has produced very little effect, if any, on
the state of public credit. If the whole surplus
capital of the country were, as. it- accrues, devoted
to new speculations—and if that were not enough,
and stock were sold with the view of making: good
the deficiencies, then we might account for a fall in
the price of government securities—though not
for so rapid and so extensive a one as we have just
witnessed: During the whole period of the war,
and when taxation was at- its highest, and when
large annual loans were made, it was the opinion
of the best informed political economists, that in

no one year was the fixed capital of the country .

diminished by those loans and taxation, and it would
surely be too much to ‘aﬂir'm now, that the demand
for capital, great as it may have been, exceeded the
annual drain upen the national resources during
the war. 1 am so far from being of this opinion,
(which those ought. in consistence to be, who attri-
bute to the demand for capital the fall in the value
of the- government securities,) that 1 believe I may
affirm that. the aggregate demand for capital, for
new,projects,'and I will even add the loans to the

South American states, did not annually amount to

5

the reduction of taxes, now left in the hands of

the people, since the termination of the war.

I am inclined to attribute the whole embarrass-
ment now existing in the commercial and money
market to the third cause mentioned, viz. the increase
qf’ our paper currency. To that recent and rapid di-
minunution in the amount of the currency, that hés
been felt- in fxl'most every counting and ‘banking
house in London, and that has more or less been felt
by every country banker in England and Scotland ;
to this cause also I attribute the fallin the price of

the government securities, and of all foreign stocks

in our market.

The effect of a relative abundance or scarcity of
currency upon the value of Goyerﬁment securitieé,.
and on commercial credit, is a subject of great in-
terest, and one that has not, to my knowledge, re-
ceived that attention which its importance demands.
That its influence is most extensive, and attended
with the most distressing results, I think I shall,
from facts, b_e ‘able to prove; and if satisfactorily,
the intelligent reader will at once see the extent of
mischief, as well as benefit, that may arise under

the existence of the present establishment of the

Bank of England. '
It is admitted that cﬁrrehcy is not capital, and
therefore ought not, by its abundance or scarcfty, to
influence materially the value of capital, further than
in its aiding its pi'oduption. Butit would appéar, that
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- when currency is high in value, or scarce, govern-
qment securities are’ low; and when low in value,
or abundant, government stocks are high in price.
1In  confirmation of this opinion, let us examine the
state of the currency as connected with the price
‘of stocks during the last years of the American
war, and in subsequent periods.

*--C‘HAPTER‘- II.

An historical view of the effect of the state of the currency
upon the prlce Cof government securities.

S IN the-»ye‘ars’1781 and-1782,,the t’_wo’lastx years .
of the American war, the three .per cent consols
were from 55 to 60, and in December of 1782
were as high'as 66. : The market price of foreign

* gold in coin, that had, in the ﬁrst months of 1781,

been 8. 17s. 6d. per oz. ‘rose in the latter months
of the year to 8/. 19s..and 4/. Os. 6d. per oz. and

_ the exchange with Hamburgh fell from 34.1 to
' 81.11; standard silver, which:in the beginning of
1781 sold for - 5s. 5d. rose to 5s. 9d..and 5s. 10d.

per 0z., ' and in' 1782 gold rose to. 44. 2s." silver.to
5s.°11%d: -and - the’ I-Iamburgh exchange fe]l to

- 31.10.

I have:no doubt but the- excess of . the. currency |
had, in the-latter.end of this year, an influence:on
the price of three: per cent consols, which rose from

55.and 56 to 66. -In 1783, the price of gold for
 thefirst nine.months was from:4/. to 44.:2s. per oz.

and silver from 5s.'8d. to. 55.10d., and the exchange

with Hamburgh was. as low. as:81.6. .. The price

of three : per cent consols rose-to 70, and :r‘anged'
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from 66 to 70, until October of that year, when
it fell to 55, 56, and 57, being a fall, from the
price of 70, of 20 per cent, and from 57 of 18 per
cent. In 1784 gold fell to its mint price, and silver
to 5s. 2d. per oz., the Hamburgh exchange rose
to 34.10, and three per cent consols fell to 55 and
54. In 1783 peace was concluded with America,
France, &c. and it was natural to expect that when
the heavy war expenditure had ceased, govern-
ment securities would have gradually risen in value,
and been freed from those rapid:fluctuations in
value, depending .on the fate of hostilities, to which
' they are more or less always subject.

“The years. 1783 and 1784 were years of com-
mermal distress, and have generally been attributed
to a transition. from war to peace prices, and to the
demand for capital for commercial-and other enter-
prises; but I'am more inclined to-attribute the
great proportion of such distresses.to the contrac-
tion, to the too rapid contraction, of the currency.

I have heard it affirmed,: but ‘at this moment I
~cannot recall to my memory the authority, that in-
1781 or 2, the treasure of the bank was reduced to
a lower amount than in 1797, when cash payments
were suspended ; and if we examine the issues of
the Bank:during the years 17 82, 8, and 4, we shall
in.a considérable -degree corroborate: the opinion
:expressed; as to the cause of the fall in the price of
stocks, - and the influence that the same cause must
‘have .upon.. the commer cial credit of the country.

9

~ The following table is extracted from the Lord’s
Report of Secrecy in 1797, No. 8. Appendix.

In March 1782 the Bank had in cxrculatlon
notes to the amount of ....£9,160,470"

InJune... o veei i, 8,775,680 .
" .Qctober....e......6,371,300
- December..........5994,970
1783, March «o.vvv v ... 7,338,230 -
June..............6,970,660
:October ... .. ... .. 5,894,520
Dec‘émber ciee v e, 6,006,950
1784, March .. ... e de. 0,100,610 .
June.......ni. ... 6,716,950
“October ..o, «+....6,073,480 .
December ... ......5948,380

Let us pass over the year 1782, as bemg a
year-of war,.and examine the price of stocks in

178%. :In March they were 69, and the notes in

circulation were 7,338,230/ In October of ‘the
same year the notes in circulation were 5,894,520/.
being a reduction of upwards of 19. per cent; con-
sols fell from 67 to 57, bemg upwards of 17 pel-
cent.

It is not meant to afﬁrm here, that.a dlmmu-

tion. of ;the‘cmrency of 5, 10, or 20 per cent,
- should necessarily and invariably cause a fall .in

the price of stocks to the same extent; it is only
wished to explain, that a contraction of the one
will infallibly affect the value of the other; and
in this qqée ‘the coincidence in amount is very
striking. ' '
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" The: coffers - of ‘the Bank-at the-termination of
the American war. were ‘reputedly-very low ; the
,_ _safety .of - the " establishment : 1equ1red that their
coffers. should "be. filled: again:- andas: a" conse-
quence ‘of" the: contraction of the: currency, the
Bank -in - the ‘years 1784 5,6, 7, and 8, coined
nearly eleven -millions sterl_lng, and up to 1794

inclusive, that is, in a period of eleven years, they.

coined twenty-four millions of gold.*

Let us now examine the effect of -a steady and
well regulated currency upon - public credit -as far
as an.increase in the value. of the:public. funds is
a token of-increasing. prosperity. . :

In January ‘1785 the three-per cent consols
were 56, in. October the same: year they were 66,
and by December-were 73. . In_this year the
Bank . coined mearly. two and a -half: millions of
gold; and no-doubt 'the commercial credit *of the
country. was decidedly improved. - -In 1786 three
jper cent. consols were from. 73 to-75, occasionally
* lower than'73, and in:August they were as high
-as 78, In 1787 three per-cents ‘were - from 74

to 77, and in these two years the Bank coined -

:about four millions.. In 17 88 ‘consols were on the
~average of the year about 75, and:the ‘Bank: coin-
_ed tupwards: of three millions-and a half of-gold.
In-1789 a:further:increase took place in‘the. price
. of consols,:and :were - from 74 .to 78, 80:and 82.

* * See accounts of ‘coinage of gold in the Lord’s Reports of

Secrecy, p- 184.

In 3790 there were considerable fluctuations . in
their price, the lowest 72 and the highest 81. - In
1791, notwithstanding the progress of the French
revolution, - and - -our - preparations. for  war wifh
Spain, consols rose from 81 to 88 and 90.  In'the
early - part; of 1792 consols rose to 97, but-in the
latter end of the year they fell to- 82, being a fall
of 10 per-cent. -

In’ February 1793 the French declared war
against England, but the fall in -the public funds
was not-consi’derable,‘beingffxfom '79 in the month
of January to 75, which they were in *October
that year. - The lowest price in: December . was
78. -~ In 1794 the highest price of consols was 74,
and the - lowest 64 ; - the -average . for the' whole-
year was-about 67. In the year 1795 the Bank’s
issues 'were_4considerablyjincreased.: In February
1794 the notes in. circulation were 10,963,380/.
and in February 1795 they: were 13,539,160/,

_ being -an increase of 2,575,780/, or about 23 per

cent.: Silver rose from 5s. 1d. to.5s. 2d., which it

. was-in the end of 1794, to 5s. 5d.. by the. end of

1795. ‘The price of gold, according to a.written
paper delivered to Mr. Pitt -by.the Governor - of

_ the Bank'on.the 10th October, was from 4. 3s. to

- 1 think it more than probable. that the very high price of
three per cent consols, in 1792, was owing to an 1ncrease of
the issues of the Bank. On the 25th of February, 1790 the
amount of Bank notes in circulation was 10,217,360L ;" and-on
the same day in - February, 1792, 11,349,810, -being an in-
crease of 1,182,450/, and equal to 11 per cent.
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~of the Bank, and the progress of the war, the :
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41. 4s. per oz. See No. 7, p. 84, Appendix to the
Lord’s Report of Secrecy. The exchange with
Hamburgh fell from 86 in February to 32.10 in
November; the Bank by the same ‘paper expressed
their apprehensions of ‘the consequences of the
rapid diminution of its gold. - The price of consols
however ‘were not affected by the embarrassments

average. ‘price for the year being about 66 ; the
lowest price was 61, the highest 72.

In February, 1796, the ‘issues of the Bank were
11,030,110/. being less than the amount in Fe-
bruary, 1795, by 2,509,050/ or about 18 per
cent. Gold fell to its mint -price, and silver to
5s. 8d. or ‘5s. 4d. per oz.; the exchange with
Hamburgh rose from 32.6 to 84.6; the price of
consols in January, 1796, was 71, and, in Decem-
ber, the same year, was 56, being a fall of 21 per cent.

The situation of the Bank, in the early part of
1797, is too well known to be dwelt upon here.

“The -amount of notes in circulation, on the 4th of

February, was 9,667,460/, being less than in .

February, 1796, by 1,362,6501., being a reduction
of fully 12 per cent. The exchange with Ham-
burgh rose from 34.6 to 38, by the month of Sep-
tember, and silver fell from 5s. 6d. which it was in
March, to 5s. per oz. by the month of July ; the
price of three per cent consols in January was 50,
and in.June 48, being a fall of 14 per cent. .
In 1796 the Bank, from the drain. upon. her for

~
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gold, began to- withdraw her notes from circula-
tion; and by February, 1797, had withdrawn.
3,871,700/, from the issues-of February 1795, bemg*
about 28 per cent, and the fall in. the price of con-
sols in these two years: was 35- per cent. It is
unnecessary here to-dwell upon:the state of ‘comis:
mercial credit in 1797. The facts above stated, I;

 think, will satisactorily account for it.

After the suspension of cash payments at ‘the
Bank in this year, it might have been expected-
that the issues would have been- liberal, and that
public credit would have been re-established upon
a very firm footing: ~ But, in as far as the value of
Government securities indicates the state of credit,
it was, during.the. whole of that year, and the
greater part of 1798, at a very low ebb. During
the latter months of 17 9’7, the price of three per
cent consols was from- 48 to 49." In 1798, until
September, about the same price; and from Octo-
ber there seemed a sudden rise from 49 to. 53, and
to 56 in December. ' '

During the latter months of 1797 the exchange
with Hamburgh was higher than ever known,
being at 38. The price of silver fell to 5s. 01d.
per oz.; a sare indication of the scarcity and high
value of currency. In 1798 the exchange with
Hamburgh was very high during the whole year,
and standard silver was 5s. 01d.; gold was at its
mint price, until November, when it - fell to
8. 17s. 9d. per. oz. In December of this year
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there was a slight fail in the Hamburgh exchange,:

and silver rose by. Jahuary 1799 to 5s. 2d. per oz.

The..amount of :Bank notes in. circulation, on the.

1st.of January, 1798, was 11,279,860/ ; on the

1st: of July:the issues were 11,848,600.. being an
increase of .563,7401. which was about 5 per.cent ;

on. the. 1st.of January, 1799, the amount of notes
in ciu‘ulation was :12,062,820/., and on the:1st of
July were 12,482,260/. being an increase of
419,440/ or about:8% per cent. . On the Ist:of
January,,IS()O, the amount .of notes. in circulation

was 13,297,310/ ; .on the 1st of July.the.amount

was 14,350,260/, being an increase of 1,052,9501,
or about 8 per.cent. ' '

In 1799, the exchange;with ;Hamburgh “fell -
from 37. 6 to-32, and silver rose from 5s. 2d. to’

5s.-8d. per oz. ; consols rose from 53 to 63. Silver
rose about 12 per cent; and consols -about 18 per
cent. = In comparing the Bank issues on-the Lst of
January, 1798, and the 1st of January, 1799, the
increase is 782,960L, or about 7 per cent. If
the: comparison is. ‘made ‘between the 1st of Ja-
nuary, 1798, and 1st of July,.1799, the increase
is 1,202,4001., or. rather more. than. 10 per cent.
If made with the 1st of January, 1798, and 1st

of January, 1800, the increase is 2,017,450, or

very nearly 18 per cent. - If the:comparison is
made with the 1st of January, 1798, and 1Ist of
July, 1800, the increased issues will be 3,070, 4001

equal . to: 27 per cent.. In January, .1798, -the -

15

price of - three per cent consols was about:49.: Ini-

January, 1800,:62 ; and- in. July about :63. : The

rise from 49 to 62:is 26 per:cent; from.49:40:63.

about 28 per cent.

From - this - analys1s, there seems to. be -a very
_intimate connection -between the .amount,of:cur-
rency and the: value: of government securities.. . It

1s - .not - meant . to establish as a law, or. mvamable

rule, that a .definite increase to the amount of

currency—say of 5 or.10 per cent, will necesqarlly

raise the price of three per cent consols to the: same
amount, or that a diminutien of -5 or.10 per cent :

will reduce the price of stocks to the, same,extent

But -it would seem, that on every increase to the
currency, there is a simultaneous rise in the.price.

of -stock, price of silver,. and a fall in the foreign
exchange. = On a contraction of the currency,
there is-a fall in the price of stock, much greater

than the amount of the contraction of the currency,

or:in the. price of silver, or the rise in the foreign

exchange.. This I think -may. be easily explained.:
When the circulation . is full, or to excess, com-
mercial credit .and confidence . become . general.
A speculative rise in prices.to a greater or lesser.

degree is-the natural consequence. Credit is easily

obtained, and:every man in business is apt to push.
his..credit to the utmost limit - of -his- capital..
Having done so, the Bank suddenly withdraws 22:
per cent . of . her notes. in. circulation, as in.1796 ;
the :commercial ; community are totally unprepared:
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for this .diminution of the means: of carrying-on

their respective trades, and the conséquence must
be, -that any sacrifice will: be made by- the sale of
stock to maintain their credit. - Many must sink
under this pressure; andias it iy’ not Idcal;- but
general, . it ends in: what iy called a' panic. - From
February 1795 -to' Febraary 1797, the Bank: di-
minished: the amount of her notes' in- circulation

- 28 per cent, and three per- cent. consols fell in- price
within that period 85 per: cent. - It may be- sdid,
in relation to the period in question, that we

were in a state of ‘war, and stocks would - fall
as a consequence ; but it has appeared, that the
progress of the war in 1793 to- 1794, ~when

one might: naturally’ expect a great fall' in" the -

value of government - securities, . the fall was
In 1793 they fell from 79 to 75,
or about 5 per cent. In 1794 the average price
was about 68 ; the highest being 74, the -lowest
645 being on the t'wo‘yeérs little miore than 13
per cent. -
1795 to 1797, -of 85 per cent, consequent on-the
reduction of the currency, and the latter ekceeds
the former by 22 per cent.

- It would only fatigue the reader to- trace the
~ connection of the issues of the Bank with the value

of government securities, from 1800 to the pre-

~sent time.  Enough lias been stated to prove Low

very powerful is the influence of the Bank, and the
very extensive and dangerous itifluence’ she pos-
sesses over the: property, not only of the stock-

Compare this fall' with the fall -from:
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holder; ~but 'of ! every man” throughout: the.king-
dom:: © But, “lést:-any - shauld : suppose: that | tne
f\hilc’tuaﬁlon' m: :the: value:: of ‘property: was more
a consequence-of war: than of ‘the measures :df ‘tne
Bank of England;» during: the:period that we have

mentioned, *it ‘may:be ‘proper” britflyto: state tue:
effect: of the: c’ui‘i‘éri‘cy onithe 5vétlue"df"éonséls?'sinde

the: year 1813!: ot moeaiud R G T

~In-1814" the average' price of corisols:\wiis 58
The- average amount" of Bank of England notes in
circulation from January to June was. 23,939,693 ,

from> July:* to" “December 24,107,445/, ; average -

24,023,59972* 7 In this” year the "debt’ contracted
above that'redeeed was 24,829,467/F 71 L
In"1814‘the average price of consols ‘was 67
thé amount of - Bank notes~was,; ‘from “January ‘to
June, - 25,511,012/.'; " from : July - to December,
28,291,832/ the average of the year; 26,901,4207,
h'éing an increase “above 1813 “of very.xieaﬂyf 12
per cent. " In this yearithé debt contracted: above
that: redeemed 'was 77,161,905 But notwith-
standing: this enormous addition to'the: debt;" éonx

sols ‘rose’ from: 58% to 67, bemg a rise’ of 14« pel

cent. o cr oy b .

“In 18]3 the total number of bankruptcxes was

1599 in 1814 1066, belngadecrease of 538,. or
50ipercent.” . .t;oceus Shoed e bl

) ,
p 32;‘3 Appendlx to the Lords Report, Comm1ttee of Secrecy,

-+ See. M1 Mushet’s tables on the National Debt, Table I
C .

)




18

The average price of consols in 1815 was about

60, being a fall from the price of 1814 of 10 per
‘cent. In this year Buonaparte returned to France,

and the nations of Europe were again involved in
war. In January ;cor‘nsols‘weré 65, in June 59,
and rose again by November to 62; the. greatest
depression before the battle of Waterloo was in

- April, to 662, being a fall of nearly 18 per cent,

Very little alteration took place in the average
amount of notes in circulation this . year. compared
with the year preceding. From January to June
the average and. weekly. amount of notes .in circu-
lation was 27,155,824/ From July to December
26,618,210/., the average of the whole being
96,887,0171., and less than the year. 1814 by .only
'14,408/. But if we compare the _average weekly
amount of notes in circulation. in February and in
November * of 1815, two months remote from:the
usual advances by the Bank for the arrears of. the
consolidated fund, we shall find a considerable di-
-minution of the Bank’s circulation. towards. the
end of the year. In February the average -amount
was 27,366,375L., in November 26,207,472L.; the
reduction is 1,158,903/ and equal to upwards of
4 per cent. If the average. is taken on the three
first and three last months of 1815, the diminution

- will be found to be 4% per cent. If on the tWo.

* See >pageA324, Appendix to the vL(_)rds"v 'Report on the Bank
in 1819. ‘ R - »

19

first and. two last months of. the year, the diminu-
tion will be found 6% per cent. = :
In June, 1815, gold was 5Z. 5s. per ounce, silver
.about 6s. 9d.; the exch\ahgewith Paris ;418.,30,;-;By
December. gold was: 4/ 3s., silver 5s. _6d.~~pér
ounce, ,_and the exchange with Paris 24. ... |
In 1814 the number of bankruptcies wars;1’06‘6_.

In 1815, 1285 ; increase 219, or 2.1 per cent. - | In
January and February, 1815, the nu.m_berio.f. _ bank-
rup_tcies was 208; in November and Decembef,
269 ; being an increase of 29 per cent in. the t{z;ro
last months over the two first of the year. The
number in the first six months of 1815 was 581,
in the second 704 ; the increayse of the Iatfer over
the former is 38 per cent. e

- The number of licences granted fof the issue v‘of
promissory notes in England ‘and vWéles *. -ffofn
11th October, 1813, to 11th October, 1814.«,‘-&‘53
940 ; from October, 1814, to Octbber,;1815, thé
licences were 916, being a diminution of 24,: or -2%
per cent. . . '

In 1816 there was a further contraction - 6f.‘ the
currency.  Gold fell from 4/ 3s. in ,i]\)écerﬁbe'f
1815,.to 3/.°18s. 6d. . Gold in. this year ;.Wb)ul(li
¥1a_ve fallen‘to.\its., Mint.price, but for the Bdnk pay-
m{é’ that price instead of allowing the 'impqrters. tb
coin it at the Mint at the rate of 3/ 17s. 101d.,

£ See A : . ; S :
I, t;? lngzndlx té Sc/:c<ér‘1d Repo‘lt of ‘the Commqns in 1819,

’ c2

i
X
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i
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‘there being no other market if the Bank had re-
-fused to.purchase. In Déce;hbgr 1816 silver fell

froti -5s. 6d. to 4s. 11%d. per oz.; and the ex-
change with ‘Hamburgh and Paris rose from  34.4
to.37.2, and from 24 to 2580. The contraction
of the currency in this year, however, does not ap-
iieafconsiderable"oh the part of the Bank of Eng-
1and, her average issues being~26,574,8410'l.;" and
less than in 1815by only 802,1774. ~ In this year
there was o considerable diminution ‘in -the issues
of the country bankers, as will appear by-the very
ingenious table of Mr. Sedgwick, the chairman: of
the 'Stzimp"Bdard, and to be found in the-appendix
to the Lords’ Report on the Affairs of the Bank in
1814, p. 414. In the year 1815 Mr. Sedgwick
estimaéeé the currency (_)f the country bankers at

19,011,0001.; in 1816, at 15,096,000, ; being a -

‘reduction of 3,915,0001., equal to 905, per cent.
In the year preceding, that is 1814, Mr. Sedgwick
estimates the COun'try‘circulation' “at 22,709,0001,
sn ‘1815 at 19,011,000, making a reduction of
3,608,000/ ; and’ equal to 16 ‘per cent, which,
added to the reduction of 1816, makes a total in
‘two years of 36.2 per cent. The commercial dis-
tress in 1816 was very great, and ‘was generally
attributed’ to the transition from war t0 peace

prices. But the efféct of sucha rapid and exten-

sive diminution in the amount of the currency, as
here stated to have taken place, is a far mor€
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satisfactory: way of accounting- for the great and

general distress and fall. that took place in prices
that year., ... .. - . NI
. ;Th'e,numberi of licénces granted f‘oi* theAi'ssue‘ of
prom‘ls‘sory: notes, from:.October, 1814, to October,
1815, was 916, and from 1815 to 1816 they weré
reduced to 831, béing a reduétio'n of 9 per cent.
From October, 1816, to October, 1817, they Were.:
further reduced from 831 to 752, equal to Qi
per: cent.* Here we have exemplified in .a vérg
striking manner the. extreme sensitiveness of Z
general ‘paper currency.. In ‘the year 1815 the
Bankreduced the amountof their issues,in the three
last months, compared ~with' the three first, 4-‘-
per cent ; or’in the two first, comparéd’with ‘th; th)
last months of the year, 61 per cent, and we see it
accompanied with a diminution of the credit of the
f:ountry bankers equal to 20-¢; per cent of all their
;ssqes, and with the destruction of ohe-elevenfh of'
thfauf whole establiskments. - This sensitive plént
bemg.r .oncq touched, does not easily recover its
elasl':lclty, ; in 1816 we have.a further reductidﬁ of
the issues of the country banks of 16.3; per'cént ;
and a destruction of their numbers:‘in'lsolSlV e ua‘,l
.to 94 per cent, making 36-%; per cent in-' t(%leir
.lssues, and 18} per cent in.their ‘numbers in the
course of two years. - ' o
: The distress and misery which must have ac-

* See Appendix, N :
0. 85 . 3 > e
Bank Affairs, 181 9’ ‘ » p- 8806, to the Commons’ Report on
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compamed this contraction of the currency can
never be justly appreciated. -To other, than to
the real cause, was the commercial distress of
1816 ascribed. But my conviction is sincere, that,
to the sudden contraction of the currency was to
be assigned the major part of the distress that the
public suffered in this year: the estimate may not
be  overstrained, if the loss of property to indivi-
duals in this single year is stated as being equi-
valent to all the profits of the ‘Bank of England
since her first establishment, together with all the
profits of countrybankers since theirestablishments.

OF course there is no means of judging accurately ‘
ina case of this kind. But a reference to the bank-
- ruptcies-of this- year will give us some idea of the -

extent of the distress-and 1nd1v1dual loss that must

“have taken place. - The total number of bankrupt-

cies in 1815 was 1,285 in 1816, 2,029 ; the in-
crease, 744, is equal nearly to 58 per cent.* -

T do not wish it to be inferred, that the Bank of -
‘England has intentionally been the cause of all the

distress-attendant on a diminution of the cumency
It is probable that the contraction in 1815 arose
from 4 cessation of the demands of the govelnment,
the Bank at the moment unconscmus of the mis-
- chief that would follow. R
We must, however, proceed with the analysis of

the effect of the issues of the Bank upon publlc

eredit. . , ;
* See’ Annual Reglster f01 1815 and 1816.
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‘CHAPTERIH.

Contmuatmn of the historical wew of the eﬁ'ect of the state
of the currency upon government securities.

IN 1317 the issues of the Bank were considér-‘
ably increased. The average amount in circula-

tion, in 1816, was 26,574,840L; but in 1817
(it was 28,274,901/, an increase of 1,700,0601., -
equal to -3, per cent. The effect of this increased |,

issue upon -the credit of the country Was very
remalkable, ‘and worthy of attention.

On the 3d of January, 1817, three per cent,

consols were 63; on the 2d of December, in the
same year, they were 83 the rise, by an addition
of 6.2, per cent to the amount of the currency,

be‘mg»neaﬂy 82.per cent. There is no' doubt but |
the currency of the country bankers was in a cor-

responding degree increased. By Mr. Sedgwick’s
account already referred to, the supposed amount
of country notes in circulation, in 1816, was
15,096,000/. In 1814 the supposed amount was
15,898,000/, showing an increasé of 802,000, or
52 per cent. The number of -country Bank
notes stamped in 1816 was 6,423,000/.; in 1817,
they ‘were - 9,075;000Z;, showing dn ‘increase of

Uy

¥5
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notes «stamped, though perhaps not issued, of

- 2,652,0001. or 41 per cent.

At the commencement of this year the state of
public credit was so low; and the internal distress
so. great, that the“government granted issues- of
Exchequer, bills .in England and . Ireland to the

extent of- ’750 O()Ol 500, OOOZ for England, “ to’

commissioners, to be hy them advanced towards the
cg_mpletipig;,pﬁ public .werks, ;now: in _progress, or

about to he commenced:; toencourage the fisheries,
and to..employ: the:poor. ‘in different ‘parishes -of

Great, rButam.”?‘f ~And the Lord ILieutenant of -

mg ,25() OOOZ for the completlon of pubhc Wonks,
or..the encoulagement of fisheries.* '; This Liocal
and Tempmary Relief Bill, ‘as. it -was. called, was
introduced. into. the. House of Commons by the

Chancellor of the Exchequer, on the 28th of April. /

The picture drawn of the distressed state of the
agrmultural and, manuf'acturmg populatlon in the
«debate on this bill, is of the most affecting nature;
but, notw1thstandmg the immense, destruction of
individual;property; :in: the, plecedmg year, and the
picture of distress drawn in the present, we see 2
.rise: of mearly 89 per.cent in the value of govern-
ament securities in; nine or.jten months. The

“ . * See Hansard’s lfgrliamenta'l;ys_])eba{tes,«\(91. xxxvi. p- 27- '
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_public.uniedeemed.-debt, . which, on - the 1st. of

February; 1817, was 682,769,814/,* ‘was, at 64,
the then price of. consols, worth 436,972,360
In December the same debt at 83 per. 100/
was - worth 566,698,5301., - being - an increase. “of
129,726,180/, If the value of government secu-

, 1jities,was;thus artificially raised in price, property
of all other descriptions would be raised likewise.

If- the ;rise. was from ‘a definite. and- permanent
increase to the currency, the mischief.would not be
so great;. but here the whole property of the com=
munity is placed; if I.may. so express it, in the
power of a few banking establishments.. .'By, then'
interests prices are:raised ; :by their fears they fall;
and the  appearance -of . internal prosperity, of
which high prices are. the symbols, are succeeded

» by bankruptcy and distress. .

' In. 1816 the number :of bankruptcles were
2029, in 1817, 1575; bemg a decrease of' 454«,

_ and equal to 22 per cent.:.-.

. In_.January, . 1817; . the prlce of gold was

311 18s. 6d. s . silver : about- 5s. per . oz and the
exchange with. Paris: 25.40.  In December gold

was; 4/, per oz.; sﬂver 5s. 34d. per-oz.}, ‘and’ the

exchange with Paris :24.40. Ce
+In-1818 there appears to have ‘been a demease

in the. amount of :the ‘issues of the Bank of . Engq

* * See the account entltled The Progxess made in the Redemp-
tionof the_P11b11e.Funded Debt of Great Britain, on the 1st of
February, 1817.—Vol. xxxvi. Parliamentary Debates, No. VI,
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land.  From July to December, 1817, the amount
was '29,210,035.. ; " from January to June, 1818,
217,954,5581.3 bemg a decrease of '1,255,4771., or
4 per cent. =

-From July to December, 1818, the average
amount was 26,487;859/., being a decrease on the
first six months of 1,466,6997. and equal to 5 per
cent.  Comparing the issues of the last six months
of 1817 with the last of 1818, the dlmmutlon was

9,722,1761., and equal to 9 per cent. It must be

remarked, that, though the amount of Bank issues

appears to be decreased in 1818, compared with
1817, the Bank in the latter end of 1817 and
in 1818 made an issue of gold to the extent of
6 809,000/., which, added to her issues, will make
the total amount of the circulation greater in'1818
than in 1817.% In 1818 we have a rise in the price
of gold and silver,-and a'fall in the exchange with
Paris and Hamburgh. In January, 1818, gold
was 41, 0s. 6d., and silver 5s. 35d. On the 25th of
December gold was '4/. 1s. 6d., and silver 5s. 51d.
per oz.; the exchange with Paris and - Hamburgh
in January was 34.0, and 24.40 ; in December,
33.8, and 23.65.  The country bankers had; in
the same period, added - greatly to the circulation.
By Mr. Sedgwick’s account, already referred to,
the amount. of country Bank notes ‘stamped in
1817 was 9,075, 0001 but in 1818 the amount

- * See Report of the House of Lords on the Aﬂ'au's of the
Bank in 1819. , :
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was 1 2,316,000}.‘ being an increase of 3,241,000,
and equal to 352 per cent.
Mr. Sedgwick estimates the total amount of the

) country circulation in 1817 at 15 898 OOOl and

in 1818 at 20 50’7,0001 the increase bemg
4,609,000/. or about 29 per cent.

This state of the circulation had its usual influ-

ence upon the price of three per cent consols; for

though the high puce of December, 1817, was

not maintained (which hlghest price of 83 was
no doubt the high " speculative price of the Stock

‘Exchange), yet on' the average of the two years

there was an average rise in 1818 of 4.7 = per cent.
The - average pmce in 181’7 ‘was about 74——1n
1818,78. : )

T'he number of bankruptmes in 1818 was 1056
in 1817 they were 1575; being a decrease  of
519, equal to nearly 33 per cent. .

"It has been generally admitted that the exten-
sion” of the circulation of ~the country banks
was entirely dependant upon an extension’ of the
issies of the Bank of England ; that is to say, if
the. Bank of - England added 5-or 10 per cent to.
its ‘issues, the country circulation would only"?b'e

mcreased in the same proportron this, however,

does not seem to be the. case, but that the issues.of
the country bankers greatly exceed the rate of
increase by the Bank of England. We have, in
1817, an increase of the- issues of ‘the Bank of
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about . 9 per’ cent, followed in 181% and 1818 by
an addition to the country c1rculat10n of 34 per
cent * , : I , ,

.This is ;perhaps one _ of the most ‘important
laws of .our -paper, currency (and I have other
cases of the same nature to state) and must lead to
results;.at:all times dangerous. to the safety of the

_Bank. of . England.  If .the Bank of England

does not._-control, or cannot control the issues of
the country bankers, so as:to. prevent an excess
of. the-country circulation, the exchanges must
necessarily become unfavourable,. and the, coffers of
the Bank 'made answerable for the excess .of the
general -currency, by a demand for gold for expor-
tation. The remoteness of the country. ‘bankers
from the great and central money market of Lon-

:don -protects .them from: any drain of gold, while
‘the Bank are called upon for the general excess of

the currency.  The contraction of the issues of the
Bank will ultimately. cause a contraction. of the
.country circulation, from. which it may be inferred,
that as it has the power of causing a contraction,
it has also the power to prevent the excess ren-
dering contraction necessary; and, in my opinion,
the Bank of England possesses that power. 1 shall
have -occasion hereafter particularly to draw the
'attenti(m of the re_ader to lthe principle by which

% See table in the: Appendlx, of the country bank notes stamped,
and the supposed amount in circulation, from 1804 to 1825

29
I think_ no increase or excess of the country cir-
culation can ever be produced but by a previous

extension, as in the case in question, of the issues
of the Bank of England. .

H
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CHAPTER IV.

State of the currency from 1819 to 1822, and its effects on the
price of government securities; and the circulation of country

bankers. -

TuE year 1819 wasa memorable year in the
history of our currency, and a careful attention to

‘the proceedings of the Bank in this year will
strengthen the opinion already expressed of the

influence of the issues of the Bank upon the public

credit of the country, as far as the price of govern- .
ment securities indicates the state of public credit.

~ ‘In February of this year, committees of secrecy

were appointed by the Houses of Lords and Com-

mons to investigate the affairs of the Bank of
England. The effect of these investigations upon
the issues of the Bank of England was as fol-
lows — ) ‘

The average issues of the Bank of England in
1818 were ,2'7,228,2081.?ié The average of the
first six months in 1819, that is, from January to
June inclusive, was 25,593,2231.',‘]‘ being a reduc-

tion of 1,627,985/, and equal to nearly 6 per cent.

* See Appendix, B. 2, page 322, Lords’ Report. .
+ See Parliamentary Account, No. 168, dated 6th March,
1821, Bank of England. : :

The average issues of the Bank :from  July.to
December in 1819, were 24,697,407!.., and less than.
the average of 1818 by 2,528,801Z, being rather.
more than 9 per cent. Comparing the issues of the-
first six with the last six months' of 1819, the di-
minution. is 89_5,8161., and eq'u'ail__.tov, 3L pér ceﬁt;?‘?
The effect of this reduction of the.issues of the
Bank was soon perceived on the prices.‘of stock,
gold, silver, and on the foreign exchanges. - -

By the table in the Appendix it will be seen,
that on the first of January, 1819, silver was
5s. 5% per oz. (no gold being : qubted),_ the ex-
change with Paris 28.50, Hamburgh 33.8, and
three per cent consols 78. By the 2d of 'July
silver is 5s. 2d. per oz. (the fall being 5/. 6s. 10d. .
per cent) : the exchange with Hamburgh 85.8, with
Paris- 25, and the price of three per cent ‘redu(.:ed

(consols . being - shut) 674; which, deducting three

' months’« interest, would give for consols rather less

than . 67, making the fall from 78 fully 14 per
t:ent. We have already stated, that the decrease
in the issues of the Bank in the first six:months of

1819, from the average issues of 1818, was rather

less than 6 per cent, and this we see is sufficient .

- to cause a fall in stocks of 14 per cent! - But this

was not the extreme depression, for. on .the 4th
June the price of three per cent consols, with five

-months’ interest due, was 661, being a fall from

78 of 15 per cent.

* See Account, No. 168.
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One of the great evilsiarising from- this' fluctus-
ation in the amount of the cunency is the spirit-of'
gambling . which"it’ gerierates. - On the’ 4th’May:
thiee per-cent : consols ; ‘were 72;7on the 4th’ June:
663 ;- here is a2’ fall of 64 per ¢cent in one month;:
On the 2d July ‘three per cent’ stock: was 671 on
the 3d" August “1a,: being dirise of 5 per’cent.
The fall and tige may notalways bé @s the Amount
of the currency—the depiessxon ‘may, as'‘the rise,,
be “greater” ‘than the'natiral;' or marketable value
of the stock. . 'Were' it not for‘the alteration in ‘the
value of the cur rency both extremes Would be

EE TR T ,(

avmded - :
 The® followmg table, however; w1ll show ‘the

connexion eXIStmg between the price” of - stocks’
and the amount of ‘the issues of the Bank for ‘the
year 1819. *Theé’ ‘amount - of - the’ 1ssues “of “the

Bank 'has beén takén' friom' &n' “acesunt showmg .

the average amount" of Bank' notes arid Banlk: post
bills ‘in “circulation " for the spa.ce ‘of three -years
precedlng the " 6th’ Aprll 1820, “which “the - Go-
vernor and Company of thé Bank of England are'dic
vécted by the act ‘55 Geo '8.¢. 184, to- deliver

......

annually on ‘the “1st day of May to the Com-

missioners of-- Stamps, No 169 of the Parlla—

mentary Papers of 1821

CJune E

Monthly average.: '-f-f-. i o Price of 3 per cent; conSle.'::

- Jahuary 1819 &,26 804,375 - Wanuary1:os y

February., ..... . 25,507,627 . Febluary 2\‘ e L
. March,...,... 94758,895 . March2 ... .. 73
CApdl ...l 96881781

CMay L 25 659,658

£

o 24,117,652
226,282,828

8 July. ,
L August + 25,786,409
‘ September 24.« 183,014«
October | 24 963 004
“Notember :~’;23,‘950;'1‘»11;2 |

" Decérabet’ ;

»;;_:c'\'z_‘

December, the dlmmutlon Is, 4 248 ‘04«51 . anri eql;al
to 1550, 1 ;he fall in the price of ; three per cent
consols .we have already stated - was 14 -per, cent
~.The issues.of :the: country bankels were glcatly
reduced Jin.. 18]9, .compared . with . the precedmg
year. The obligationon the part. . of the Bank of
England to contract her issues,. pr eparatm y.to cash
payments, was -felt, by the ~country, bankels, and
we : find by an account of . country bankers’ notes
stamped in:: each . year, from the lOth Gctobe1
1804, to. the latest. perlod to whwh the same can’

he made up,* that i in the year. endmg 10th October

1818, the number  of notes stamped not, exceedmg :

1)! 1s. was 3 ,875, 715 . In the year endmg 10th
ctober, 1819, the amount was -2, 160 2931 ThlS

* Seo Palhamenta
ry Paper 408, ddtéd- llth Ajil,
ComPtrOHers Oﬁice-—-Stamps , CL iR e ps( lsef

D
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: diminutioﬂ was équal“to 44 pericent. The num-
“ber of notes ‘stamped exceeding® 14, 1s. and. not

exceeding’ L. 25, was, in the same period, 151,048,
In the yearjeﬁ,dit_%_10th*,'oc;jqbéf, 1819, 69,3101,
e vt being equal to 58 per cent. The

notes - exceeding -the Valu_e;,:of;,-\_z’l. 2s. and not ex-

ceeding 5l. 5s., were in value ‘4,176,895, ; -and in
the year epdiﬁg'filbth OCtober, 1819, the value

was ,076,980L., being’ areductlon of rather more
than 50 per cent.  In notes exceeding 51, 5s. and

‘not éx(:eeding;lol.y 10s. the:_iva"l:ue was 2,445,4601

In the year ending 10th October, 1819, the
value was 1,200,400%;, being. a réduction ‘of 50-%
per' cent: - In’ notes exceeding 10Z and ot ex-
ceeding: 201, the value was 1,287,0600. - Tn the
year ending '10th October, 1819, the number was
97,115, and the ‘ duc

being ‘5'6‘per:éeﬁt." of ‘nbte‘s“’e‘xceedingi 20/. and

" ot exceeding 30L 'the"hur’xibérfiﬁkthé “year ending

10 October, 1818, was 703, and in value 21,090/
In ‘ythe‘ yeéi' ending 10th- October, 1819, the nume-
ber was 511, and in value 15,3801, being a reduc
tion of 27t1);ei; cent. - Of notes exceeding 807 and
not exééeding‘ 50»l;.'__:'in ‘the year endihg-IOth Octo-
ber, 1818, the number was 864, the value 43,200L
In the year ending 10th October, 1819, the num-
ber was 198, the value 9,000L., being a reduction
of 77 per cent. Of ‘notes ‘ekceeding 50/. and not
exceeding 100/ the number. in the, year ending
10th October, 1818, was 3,-65.5,,f'in' yalue,=365,5001=

“value 542;300L, the reduction -
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In the .year ending 10th October; 1,819 the'fum
ber was 558, the value 55,8001, the red . :;m“
e u?wal'fls-qu <‘84.k‘.p61',,yceﬁt.’ ~The a .;1C lo,n
reduction in: the notes stamped. for the"gg ‘egafe
ban.ks was .rather more than ‘50;=p‘e1-‘ Ceh?untly
paring the year 1818 with 1819. The .
reduction . of the: Bank of E,’ﬁgland‘ ‘toc'r)k.’:»'eli 'gl ;efu%
1819, as already noticed, which amounted foa;e51an
per cent within the year; the -great re duétion:;

the country:circulation may be attributed to:it. .. - |

. ?;gt;mmbe# of pa_nkruptcies in-Eugland, : from
~18e18 , U,Decembe_r; 1817, to the 20th: December,
o ) ]vgas] 056 From 20th December, 1818,‘:(;
20 'e.cember, 1819, the. number ‘was: 1445,
1?011’§as§‘389,: being nearly. 87 pérf cent.*: ,
i ;lctljfo tf;}el Bagk (pf ‘England .made a further
e n} e amount of her issues : the avefage
‘the year was 23,810,303/, being less than the
av?ll:.;zlgg ?f- 1819 by 1,885,012/, or 5.2 '~per~ ceﬁt-é
di“_linies Ir(l::}l(’;‘ulattIlon ‘qf -the.qountry bankers was also
1o, 1 n | ]r)l the year ending: 10th October,
" 1; Wa's, 1211;.168}‘ of notes stamped not exceedihg
OctOb.er 18550” @2931" ~In the year ending 10th
oorobe » 1820; Fhe‘van'lf)un\t‘ ‘was 1,612,614/, the
ecrease equal to 25 per -cent. ' In notes exceed-

he y:;s ?;clogupt r}:shtaléen from Dodsley’s Annual Regiz{ter, f'or |

On ad dihé ‘the.”il“ldn:']a 1@9’9231 bankyuptcieg there stated is“.l4‘9,'9'.

e fhe monthly account together the number is 1445,

Sog the increase only 389 in plac'e‘”bf 581, e 8 '1%45’
T See Parliamentary Paper 168, of 1821. i 7

D2
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ing 1l 1s. - aiid’ not exceeding 4. 2s- the amount

"ending 10th October, 1819, was 69,510/, ; and in

the. year: ending 10th October, 18205 the amount

 was 65,3001., ‘decrease: By per -cent. In ' notes

exceeding 24, 2s. and: not’ exceeding 50 5s. in the
yeai'. ending 10th October, 1819, the amount was
2,076,9804. : In- the. year - ending - 10th - October,
1820, ‘the amount: was' 1,069 ,0301., being & reduc-
tion of 48 ‘per cent.. I notes ‘exceeding 57 5s.
and not exceeding 10Z the’ amount:in-1819 was
1,200,4007. In” 1820, 54,7101, decrease ‘57 per
cent. - In’ notes exceeding 10/ and:not exceeding
90/ the amount in 1819 was 542,3001, and in
1‘820‘174»;640l;;.'~decre'a‘s"e équal to 67 per cent.
In notes exceeding 907 and’ not - exceeding’ 301
the- amount -stamped’in “the year ending 10th
Oct‘ober,"~1‘819',»‘wds~1&5,3302;c» In:1820:not one of
this' class was stamped.” Of rictes exceeding 307
and: not. exceeding’ '50[. there were stamped in
1819 9,000%, in 1820 8;5000, decrease. 14 per
cent. Of notes exceeding’ 50/. and' not: exceeding
100/. the amount -in. 1819 was 55,8007 in 1820
107,100, being ar iricrease of 91.per cent. -
, In 1818 the average amount of country: bank
notes stamped was 12,326,836 8l - In 1819 the
average amount was 6,130,313/, equal‘ to 505

per - cent: ©In" 1820 the” gaveragi?*'an‘m’pﬁﬁ' was
5,574,894, Tn 1821 the amount was 8,057,580/
“In 1819 there was 50, pe |

stamped than in:1818; and in 1820 . %1, -per. cent

¢ cent less, amount
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less- than: in 1818, .and 41 per cent less in 1820

Applying the principle of M. Sedgwick’s.
fable:,a,lpeady referred- to, we shall have t’he.f"o]'lib'wv“-.‘-
ing approximation to the amount, of the country

notes in.circulation in 1619, 1820, 1821, and 1822
There, was stamped in 1810 .. £6,180318

Add onethird of 1817.... 5,035,818
© - Add:two-thirds of 1818. . i 8ollodd

Trmsess

There was stamped in 1820..... 8,574,894
Add one-third of 1818..... £105.622

Add two-thirds of 1819.... 4,086,875

PR
Cumeemtm—a—

11,767,391 .
The];e was sitampedv 1n 1821 . '.i . 3,987 582.
Add one-third of 1810.... 2,048,487

Add two-thirds of 1820. ... 2,383,262

| 8,414,281
There was stamped in 1822.... 4‘;21‘7 241
~-Add one-third of 1820.... 1,191,631 -, .
Add two-thirds of 1821.. ... 2,658,388
. 8,067,260



“ In 1818 Mr. Sedgwick estimatés the amount of
: the ‘country circalation at 20 507,0001 accmdmg
to the same . mode of“computatlon, ‘the amount in
1819 'was 17,366 8751 bemg a reductlon of’
3 14.«0 125[ and equal to 15 per cent :

amount of he1 cmrency on the average of ‘the

year 158 oy pe1 cente s e i

The amount of the country cu’culatlon in'1820
' was 11,767,3601 being a 1educt10n from 1819
of 5,590,000, and fully 82 per cent. .

In 1821 the amount of the country circulation
was 8,414,280/, and léss than in'the ‘year-preceding
by 3,353 0801 bemg a further decrease of 28 per
cent. . . ' S
In 1822 the amount of the country cu‘culatmn
was 8,067,260/; and less than the year preced-
‘ing by 4 percent. - S ‘

In 1819 the reduction in the country c1rculat10n

‘was....o. 153 per cent.
" In 1820..... 32 2
~In1821...... 28 5
 In 1822...... 4 1

makmg in a pemod .of four yeals a reductlon of no
less than 80 - per cent. - :

I have been thus partlcular in analyzing the
amount of the country circulation for these years,
as I think the subject hitherto has not been either
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understood or satisfactorily explained. It is, besides,

a matter of unspeakable importance for the welfare
of the country, that this branch of the currency
should be known to be amenable to general prin-

ciples; or if not, then the dlscrepancy should be. |

pomted out.



The eﬁ'ect of ‘the
welfare of the country—the various oplmons expressed ‘in
‘ parhament on the subject. :

contractlon of tﬁe' culrency on the general

IN the years 1820 and 1821 the distressed state
of the country was forced on the attention of par-
liament by petitions from the agricultural and
manufacturing districts. ~On the 31st May, 1820,
on the motion of Mr. Holme Sumner, a Com-
mittee was named, for inquiring into the agricul-
tural distresses of the country, but their inquiries
were confined to the mode of calculating and
returning the averages of grain in the twelve
maritime districts of England. '

On the 7th March, 1821, Mr. Gooch brought
forward his motion for a Committee of Inquiry into
the agricultural distresses of the country, and the
Committee was appointed. A

In the Report of this Committee the state
of the currency is stated in very general terms.
1t is said, that * the restoration of the currency
will necessarily lead, as existing engagements lapse,
to new arrangements between landlords and te-
nants, in the adjustment of which the permanent
effect of that restoration, however difficult exactly
to ascertain, will have its practical effect.
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-« Byt your, Qommlttee cannot omit to state their
opinion;, . that apy .attempt: to deteg mme .that, effegt
at:$his mon@ent would give gm -ETTONEOUS MEasyre
of its ospective influence. Havmg been :long
below;thie:-.currency - .appears ,;Row . to . be foyce,d
above, -its. standard In. makmg this, Jemark, dt 18
by 1n0- MEANS; des1gned to ,oﬁ"er an-opinign upon, the

precautlons Whlch :have been taken,. .and: the pre-

parations which have been. made by the Bank for
the. resumptmn of .cash payments. But it must be.
obyigus, :that- af ;the effect. of | those preparatlons
has been, 10 . contract, in.any cons1derabLe degree;
the.coin prekusly circulating in Europe, by with-
drawmg it: from; that circulation into-the coffers of
the Bank, the value. of -money. must - have beep
Talbed generally on the continent ;: and . if,-.coingis
dent.with - that operatlon, ‘the separate .currency
of thls country;‘has also been. contracted not-only
in the degree necessary,—first, kto restore it to ‘its
relative. par value with the. ‘metallic currency. of
other countriess. but- further, to.place it at:a per-
manent premium above -that . metallic - gurrency
(1tself enhanced ~in - value . in proportmn go the
it would seem. to follow, that the proportlon of opr
circulation is . now. somewhat below, and the yalue
of the: currency somewhat above,. what would' be
requisite - to ‘majntain- that currency upon- a. level
with the dimipished circulation, and consequently,
with the increased.value of money in otﬁher,‘cogn?-

S



42

tries of the world.: - The present price of standard
,sﬂver in Bank paper (why in Bank paper? Gold
was at its mint prlce), the very high course of ‘the
Forelgn exchanges, and the immense influx of
bullion for the “last nine months, without any
decline in ' those’ exchanges, now higher: with all
countries than ‘at ‘any former peuod all concur
' strongly to ‘warrant this conclusion. ‘

eIt Would be foreign to the immediate obJect of
this report to pursue this subject further:. yom

Commlttee, however, cannot but ascribe a propor- -

tion of the depression of prices, ‘which (as they will
hereafter have occasion to observe) now generally
"prevalls in other countries as well as in thls, to the
ineasures which the restoration of our’ ‘currency
had rendered necessary; the general: ‘effect of

which has been, in some degree, to derange’ the

markets of every part of the civilized ‘world ; an
effect which has been aggravated in those markets,
“as well as in ‘our own, by the endeavours of other
countries to revert to a metallic currency smml-
taneously with ourselves.”

" I ‘analysmg this statement of the Agncultm al
Comm1ttee, it must be obvious that the only
mode of estimating the increased value of the cur-
rency isby the market price of standard silver;
and assuming that the increased value of the cur-
rency was to be estimated by its fall from its mint

price, that is, from 5s. 2d. to 4s. 11d. per oz.; the.
pnce of 1821, the whole increase of the’ value of
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the curr ency does not: amount to. 5 per cent-—only
4l. 16s.:10d. per cent. ~~“And’ this is assuming. that
when gold is at its mint price of 3/ 17s.. 101d.,
which it ‘was during the'. whole: of ~1820: ‘and:
1821, silver ‘ought to be 5s. 2d. per oz. But the
market price: of  silver, no.doubt. from the altered
proportlon of the. two metals, has been; subse-
quently to 1821, on ‘an average, about 5s. to: 5s:.1d.:

per 0%, ‘which would give as the real increase in
the value of the cmrency, as measured by-the

market price of silver, a rise ‘of ‘only 2 to 3 per
cent. Now it can hardly be contended, ‘that so’
trifling a rise in the value of the- cur rency should

lead to so much general distress as was existing in.
1821.. - It must be obvious also, ‘that it: was in our

own currency, and not that of foreign countriesy
that  the appreciation- had’ taken place, . for the

importation of the precious metals was an indi-
cation of the cheapness of the currency of foreign

countries compared to that of England, otherwise
such importations could- not have taken. place as
described hy the Committee. g R

~ In the whole of the Report of the Commlttee

there is not the slightest allusion to the contraction

of the circulation of thé country bankers, which, in

my opinion, was the great cause of the large im~

portations . of bullion, and of the gene1a1 dlstress
throughout the country. )

The exact amount of the circulation of the.

Bank of England for 1821 it-is mot very easy to
obtain, for in March this year the (Jh'mcellor of
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the:. Exchequer brought -in-a bill to enable the-
. Bank, at her ooption,: to resume. :cash :p,éy,menté“ in’
May 1821, which; passed into afala'W.. " "The con-
‘Sequerice was a:‘reduction of the 11 and 2l

motes.: oo oot
" If we, however, take:the .Bank .notes. of . 5l
and’ upwards during ~the year 1820; w,hvi'_ch, eX-
chudes” the 14 :and .2/ notes-and. Bank post-bills;
a-mode of ‘estimating - followed; by the late. Mr.
Ricardo ‘and--Mr. -Attwood;* we shall -find the
average:of> 1820 to be 15,507,418/, J:"Qllowiﬁg
the same inode of calculation, the average ‘bf 1821
will: be found to be 15,623,9001.., being-an increase
above 1820 of 116,482L., or about 15s.-pei' cent. In
1822," the-average amount ,bfﬁnotés in circulation
of 5/. and upwards was, 15,309,9764. being a de-

crease of 313,724/, or .about. 2 per cent.f -
_"Tri June, 1822, Mr. Western brought foyward his

motion relating 0. cash payments, and: proposed
a Committee to enquire into the effects - produced
by the:; Aet’ 59 Geo. 111, ¢.-49. The discussions
that arose on his motion were interesting. There
were. two parties; .the one.»denyi_ng," or - moide-
rating :the effect " of ‘the resumption of cash pay-
ments; . the other -attributing the greater, if not

o See M;'.Attwoqd’s Speech oni M. W»eslizern’s mmotion con-
cerning the resumption of cash p‘ayments,} Parliamentary
Debates, N. S. vol. vii. p. 979 SRR

“4 Seé Parliamentary Papers, No. 21, 240, 287, of 1820, and

No. 27, of 1821, No. 488, 601, of 1822, and No. 10, of 1823.
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the whole of the national distress to -that.-meas
sure. s R TR TR
At the head of the first party stood the late Mr.
Ricardo, who was of- 'opinion\,- that the whole: alte-
ration in the value of the currency, from the year
1819, on-the passing .of ‘Mr. Peel’s bill, was about
10 per cent, 5 per cent by the ‘réduction in the
price of gold, from 4/.. 2. in 1819 to:its; Mint
price; and 5 per cent more by the appreciatiori of
the currency- by the purchase of- goldtbullion~by
the Bank.*  The notes were only asubstitute for the
gold ; that is to say, that the Bank: of England,in
her desire ‘o possess: gold, ‘had: carried the: re-
duction of her notes beyond the point at which she
could have made’ her purchases:” The: only, imade
of appreciating the increased value of the currency
was by the fall in the market price of silvet. In
J ’ahuary,' 1819, the market price of silver .was
about 5s. 6d. per oz. In July, 1822, it -was 4s.
114 the fall being just about 10 per cent. N

On fhe'othér hand, Mr. Attwood, in a speech
repléte with facts, maintained, that the fall in prices
was mich greater than: admitted by Mr. Ricardo,
who, indeed, confessed the difficulty of coming to

# Thepurchf;xses of gbid by the Bank would not appfebiate
the currency. The rise in the value of the currency was first
produced by contraction, and ﬂ,ie "pur(::‘has.e of gold by the notes
of the Bank would add no more to the currency than.'if ‘the
Mint had coined the bullion for the importers. The notes were
only 2 substitute for the gold. . .
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any accurate conclusion as to the real alteration
_in the value of the currency arising from the
measures of the Bank preparatory to.cash: pay-
-ments-; he (Mr. Ricardo) thought, that the fall'in
‘the’ price of agricultural produce might :be attri-
‘buted to abundant harvests and improved. modes of
-cultivation.  This reasoning would have been con-
‘clusive, if agricultural produce only had fallen in
price. ~ But -Mr. Attwood affirmed, that other
‘than agricultural produce-had fallen-in price, and
stated,: that * in the year 1818 the average  price
'of wheat was 84s. a quarter; and if. the:present
price be taken at 47s. that is a reduction ,o'nlw'healt
-of  87s.-which is equal to- a fall of 45/, in every
100/., or 45 per cent., The price of iron-in the
year 1818 appears to have been 13/. ; that. price-is

mnow 8/ per ton; and is equal to a reduction of about -

40 per cent. The price of cotton in 1818 was 1s.,
and it has sunk to 6d. per Ib., and that is a fall of
50 per cent on cotton. ;Woolr in the year 1818
sold for:2s. 1d., which now sells for 1s. 1d., and
‘there is, therefore, in wool a fall of nearly 50 per
cent. The fall, therefore, that has taken place
-since 1818, iniron, in cotton, and in ) wool, is as
great as the fall in wheat. It is 45 per cent on
an ay’gragé of the three; and that is precisely the
fall-in;_ grain. 'Thyesé:_arq f\ \‘:('),u;r ' thlee great staple
articles; and this fact of .the fall in price they
‘have sustained, I recommend: to: the ‘consideration
of those gentlemen who tell us “of - an - excessive
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productionabf corn—of an excessive cultivation of
Jand. If corn has been produced in excess—if the
proof of that is to be found in its fall of: price,
doubtless there has been an equal excess likewise in
the -production’ of these three gregt} staple articl.es.
But I will refer to a paper containing  further in-
formé.tion upon this subject; and which, I am
Satigﬁed,:will be received- as exhibiting a:'., correct
estimate of the general fall in prices which has
taken place on the. whole of.our: -production ;»qn.d
commodities.. The paper to which I refer for this
purpose will ',‘be;found in the A,g,"i»cultv“"al Report
of the last session. It was delivered to the Gom-

mittee by Mr. Tooke, and contains a list. of the.

principal ‘articles of .commerce and , vmanu‘qutvqye?
thirty in number, selected by that'Agentl?mgn.,foxj
the purpose of information respeqtl'ng prices ; .and
the prices,of each commodity are glvevn‘_fqr;_se'v_grarlj
successive years, in the month: of May in: ea_c_h»
year. I have caused the prices. of these articles ?9
be added to this table; for: the month of ’.May,;;n
the present year also. The result .vyh;ch this
table exhibits is, that since May, 1818, a great
and génerall,fa‘,ll,in these articles has taken place;
which fall cannot, on the whole, be taken to ‘be
less than the fall ‘in the price of agricultglral pro-
duce which has accompanied. it.- ~Of these thirty
‘ 'al‘ticies; theife, are two only that have Zexpgaritgr;xce.d
1o fall. These are indigo of zttyyﬁq_.kinds, and their

price has been supported, as 2! ~»ung1er§tfand,. by.cit-



48

cuinistances of an extremely pecuhal natme The

“ fall Which’ has taken piace bétiween ‘May, 818 and

’\’I‘ajfi 1822, in thé ‘prices-of - the artlcles ‘contained

in this table, indigo: axcepted; 18y it e ke the_

16Wést’ prlée mairked it thetable i each‘ pemod

and’ take away ‘the " diréet “tag, < which éxxsts on

s6ie’ of: (hiese articles; er&abtly 40 per “eenti - And
iPsieradd to° this 40 per senit; &5 per céit’ more; for
the dlff'erence betwéen ! puces, as’ marl.ed in’tables;

‘ aﬁd thosé for which commé'ditles can really:be sold

in’ the’ ‘ifaket, when the ma!‘ket 1s depréssed and
fallmg, that’ will'give s an average i fallof: 45 per
cent ‘whith is premseiy smnldr to the fall-in giaib:

e There is'no’ “truth; therefore, in 'the ropirién,
that any Fall'in prices pecuhar ‘to agncnltural pro=
diicé has takén place Thé fall ii:prices has been

umve1sa1 ‘and” not partic':‘u'la‘l The leases:of the -

tenants, the mm tgages o thé land-owner; taxation
plessmg heavﬂy on agi iculttiral labout; but which

, the machmely ‘of the mariuifascturer - hghtens ;oall

these w1ll rendel the ‘difficulties’ of the: dgricultural
commumty more peunanent pexhaps, “than those

of “the’ mercantlle and manufactm 1ng communlty,‘

but they have not  béen ‘miore sevérd: - Liet the

' House COUSLdel’ What dlfﬁtultles, as thls table'

has "neen expoccd to? In the Hidst of ‘¢his fall 'in
puces, “what operatlon in- buelneis could pwteed
W1th0ut loss or 1u1n ? There hasibeenno form ix
which’ the capltal of the merchant: fotié in:which
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the capital of the manufacturer could be ‘invested
without ‘the-half .of it being sacrificed during:this

calamitous. perlod We have, been thrown:back
~ upon a condltlon of ‘society, in:which all industry:

and enterprlse have. been rendered pernicious or
ruinous; and where  no ‘property has been safe;
unless hoarded in the shape of money,: or lent to
others on.a:double. security: ¥, ¥ kR F L
L.  The:honourable membel for Portarlmgton, in.
referrmg to. this table on another: ‘occasiony I thmk

told us, that Mzr. Tooke was. dble to . point, out.

several c1rcumstances Whlch had. tended to: lower
the price of: many . of. these altlcles I do niot.in]
the least, doubt it. The prlce in:; the: market of
every; patticular, .c:ommochty. is:fixed by thei influs
ence of, a;great: variety, of contending: circume
stances, Some ; tending to advance, and: some:;td

“depress that price... 1. .doubt. not but. Ml ‘Tooke

could. pomt out numerOus cu’cumstances, that have
affected - the prices. of every: one;:of thesecommo:
dities's and ‘have .contributed both to: .depress - and
to"support; them:  But. the .question: is: not: as;to
what, has aﬂ'ected the puce of -any particular: cori-
modity. .. \_The,;que_,stmn 1,5, _:W_he.then;thls, list 1si to be
received for- that. purpose- for which it was given

as contammg an indifferent and impartial.seléction

from the, general :mass -of .our productiofis’and’ com-

modltles, and exhlbltlng in 1ts results a faiir ‘estix

mate of the fall: in, price-on; that: genelal mass ?

That I; see the:hopouralile membe1 for Portarling
E
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" ton admits. This table’ shows wliat"theggéneral

o félizin'price has been. Let us see, then, to what

conclusion this brings us. - Either the quantity of
all commodities has been increased, or the quantity
of money has ‘been - diminished, one of ‘these we

must of - necessity admit’; for the propOrtion' is

altered. ‘There is either an increase’in the general
quantity of commodities; or a-reduction ‘in' ‘the
_quantity of money. And, are we to believe that
the general quantity of commodities has increased :
that a great augmentation has suddenly taken'place
in all the produce of -all labour;’ that all’industry
has become suddenly more skilful and efficient ;
and the produce of all soil more abundant? If we
' coiild believe that, indeed, ‘then we might look on
our present ‘diﬂiédltie'sﬂ .as necessarily atténding the
introduction - of - a”better state of things ;-as’ the
© sure precursor’ of -an agé?m'or"é prosperous than this
country has yet experienced. ' But itis’ impossible

to entertain: such a' belief. ! Tt.is ‘impossible  to

. believe that any ‘gré'at,‘"atid"éildden'augrﬁehﬁatioﬁ‘iofk

commodities’ has taken place.* It is the ‘quantity
‘of money - that must - of necessity have ‘been' re-
duced ; and-I'now’ beg the attention of the Fouse
to a consideration of what that reduction has been
how it has been effected:s and- how: ‘it : corresponds
with the fall in. monied pi’fice\s"whi‘ch-v:ity'ha'sf ‘occa-
sioned. .

~«.The  monied éirculatioln“'? of- this country has

vested on ‘that of the Bank' of England. ‘The
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ammmt:of the notes of ‘the Bank in circulation; at
the pe;‘iod -immediately :: precedivig. this :fall -of
prices; appears:-'to-have:been: ‘from ‘about twen ty-

nine to. thirty. millions; ‘that is: the' average amount

in cii'gulatfidh'»f'orathe:a:'_,las't%éhalﬁ year. of: 1817, «If
we take a'view:of the 'amount of Bank notes. 1n

.circulationi: from this time: downward ; and observe

I;the amount - in the middle of eachrquartér; which
Jaﬁ'qrds, ‘as: appears: by the evidence. of: Mr. Har-
man, fthé » best i comparative view—a .gradual: and
systematic reduction  will':appear: to have . com=
smenéed. s et s T e el g il ’4‘
o The amount in Aliglist‘1.6,» s RS

- “=f-=181f7,rflsf.;. cel b deealedy 7£30;100,’000 ‘*
‘It was reduced by Novem- - . .= -~ . LU

ber 15, 1817, 10, . . v's i-w 5+ « 29,400,000

« And continued as follows: . - . -
May ...o.ieee...iisi . 28,000,000

: August TR e 4% 26,600,000
November. . s. ...

N NTRRETEINL AREEE -.26,000;000 .
e Ma')f‘-"ff. S el a ,-,‘..,;;._,..V..‘_,. 2‘:3;900,00‘0 -

AUGUSE L 22 26,000,000,
. : ;Nov-‘emb’ér?i?.' Vo shiiin Whiten 24‘,000,000.;;
* February 1820 ... :..... 24,000,000, ; o
fay EERE Seean 028,900,000, s
N:)lg::b YULeed . 24,400,000
ol ot B el ceiireeis ... 23,400,000
1s. period..the: joint. circulation of one

E 2



(4

52

pound :notes: and sovereigns ‘has, rendered:a further
_comparative estimate; in this:way taken, uncertain

and:obscure; I would refer, therefore, to.the mode
of estimation.adopted.by: :the. honourablé: member

for Portalington; for the:purpose: of. bringing: a

comparative view. of the:circulation of Bank: notes

.down to the present:time:; which: method; is; . to

éxclude from the account all .one: pound: notes; and

all notes but those of five-pound: and upwards, and

payable on demand ; and . this: method: ofi:compu-

- tation does, as I perfectly- agree-iwithrshimsin: think-

ing, give a fair comparative view of the circulation
down to the present period: TR A
« The amount of Bank notes in.circulation in
this way taken, appears, .- IS
Notgs. of five: pound and. upwards: = =
November 1817:.. . ..~£19;600,000:
~ “November. 1818. . .. .- 1:6;900,000."
- November 1819...... *
- November.1820...... 15,300,000 .
. November 1821...... 1%,800,,0,_901;.
U Mays1822- e e eee s 143600,000;"
and the amount appears to have been nowq*e,duced
somewhat below .this last. sum.. Nothing; can b'e
more - regular, gradual, and. uniform,. than this
reduction in’the quantity of money, thus. exhibited

and commeneing-ata period immediately preceding

-the ¢ommencement. of . the fall .in monied ,prices:

‘% THis account is ot before thie House: :
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It was-altogeéthér a- forced and ‘systeématic contrac-
tion. - It did not take place in-consequence of :the
fall. of prices. It preceded it.” =~ - oo
coon o o T M T ek R
«We:see then a regular, systematic Teduction
of the notes of the -Bank, ourlegal m'oney\, ‘on
which the whole of our circulation depends; and
that ;{redﬂction\fqllowed by -an equally regular fall
of - prices: +'But-the -one is:in gredter proportion
than the -other. Prices -have fallen :more than
notes have been: reduced. .. The redﬁfcﬁon of Baiik”
notes is" one-fourth, ‘or -one-fifth ; and: the fall.in
prices has approached nearly. to one:half; "afnd?th‘e_
honourable member for Portarlington denies that
prices will fall, except in proportion to ‘the reduction
of money. But I beg him to consider that, first;
we have the fact plainly before us; and that to
facts we must reconcile our theories as well as We
are able.”” * Lo T “
- The speech of Mr. Attwood, from which this
extract is taken, was left unanswered, ‘notwith'—
standing the cogency of the facts he produced. | ‘Ih
the subsequent debate on Mr.. Western’s resolutions,
no attempt was made -by the late - Mr. Ricardo fo )
controvert the fact adduced by.Mr-. Attwood;,fhé
late Mr. Ricardo re-stating his -o'pin.ion,‘ that the ldw

, 1: Mr Attwoqd entirely overlooked the contraction. of the eir-
culation .of country paper, which would have ‘fu]lykéccoimte.d_

for the whqlé fall of prices. =~

Kw
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price of -agricultural ‘produce might be'traced to
various sources; ‘the ‘great!influx of gold into 'the
country ; the improvements in-agriculture; those
and othéer causes operatéd. How then, could the
distress of the agriculturists; be 'solely imputed to
the aiteratidh ‘that had'taken place in'the cur-
l‘encyc‘?"-’.ﬂ%i: S netiebio e LRt IEME PR
*.Mr:Ricardo had previously stated that the alter-
ation in the value  of:the 'cutrenby ‘could not: have

' exceeded 10 per:cent s and we have seen thatithe

gall'in the: market ‘price of:silver:wds equalto that
armotnt. Mr::Attwood showed that thirty different
articles had fallen-in’price from: 40 to 45 per cent,
besides agricultural ‘prodice; and 'if we admit Mr.

| R fall of pricés of ten:per cent; there is still from

30t 85 per cent ‘to: be ‘accounted for. - The im-
provements in ‘agriculturé: and “in" the' mode of
produci‘ng ‘every one of the-articles 'contgiﬁed Hin
Mr. Tooke’ s table referred to by Mr. Attwood, “as
exhibiting in its results‘a fair estimate of thé fall in
price on that general: mass,” must 'accd'upt for: thig’
30 to 85 per cent of reduction in’ price. ‘Thie pro-
gres‘s} ‘of impfOVeﬁl’e‘:ﬁﬁs-,‘-ifif)vvéver?’fapid, I think will
ot - warrant ‘any’oné'in drawing the ‘conclusion
nééessary to support. Mr. Ricardo’s view of the case.
If ‘e, however; refer to the extraordinary dimint-
tion of the circulation' of the country bankers in

1819, 1820;"4nd 1821; amounting to 76 per cent,

4 Bas ‘already heen stated, T think there will be no
difficulty in accounting for the extraordinary fall
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of-prices, and. the ‘general distress that was expe-
rienced up.to-1822. o R
- To admit, however, this view- of the case, is to
controvert the abstract principle of currency laid
down by Mr. Ricardo, and others, that there could
be no fall in prices, beyond the. fall of gold from its
market to its mint price; nor any rise in prices,
that was not limited by the rise of gold aboye its"
mint price. Tam inclined to think that -this prin-
ciple does not hold true, where we have a ‘paper
currency to the extent to which it is carried in this
country.. - e
If we had a metallic currency exclusive of paper,
we could have no variation from the mint price of
gold, unless' the currency . was defective - in its
standard weight. - If it Avjvas always of its legal
weight, we'should have no fluctuations in the value
of our. st;andard,:but 'such as would be very speedily
corrected: by the- exportation -or importation of -
bullion, or'coin, the mint being open to .th,e" public
tosupply deficiencies as théy‘occuitx;ed, and the free
export ‘oﬁ;the~;burrengy allowed - to carry off any
excess.: With such a currency I would admit the
truth of the abstract principlé laid down ;wi}tﬁ-‘such
acurrency there would be less temptation tovgi{7e.éxe
tensive credits, leading to a_:speculative rise in prices.

But the case seems to be materially different, when
‘we.apply. the principle to a currency such as we-now
have; and . administered. -as it ‘has been, composed,

perhaps, of three fourths Bank notes and one fourth
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metallic. -Itis the interest-of bankers to savethe ex-
' penswe currency as much as possible, and to-issue
‘paper.to- the extreimest point: consistent with their
ideas of mdmdual safety-; the conseqUence is, that a
spirit of speculatlon is generated and’a speculative
~risein’ prlces ‘follows. - Every man’s business is' con-
* diicted on a'scale of increased credit; dependmg, not

‘on realized capltal ‘but'on the liberal accommodation
of the issuers of Bank' paper. Whlle this game is

’playlng, the country is said to befin’a very flourish-
ing state’; government securities’ rlse invprice; and

the rate of interest is for -a time reduced -The

years 1817 and 1818 ‘were years of ‘comparative

prosperlty, partlcularly the last six months of 1817,

'gnd the' first six of 1818, The increased amount

of the- cnrren‘cy in ‘those years, I think, will explain

the cause of the apparent prosperlty of the country.

The Bank of Engiand we have- already stated,

‘added, in' 1817, about. 7 per cent to thé amount of
her issies’ compared with - 1816. - The country
‘circulation in 1817 was mcreased “above 'that of

1816 about 6 per cent, and’the :amount of motes
stamped was 41 per cent above 1816. In 1818,

, though thie Bank of England decreased ‘her issues

of paper, ‘the issues of gold in 1818 probably made

the ‘ciirency exceed- the -amount of 1817. The
.countxy circulation was increased “in - 1818 above.
that of 1817:about 29 per cent. 'Durjng! this penod‘

gold rose about 5 per cent only, whﬂe 3. per cent

“{?. ',)~AA.._,‘ L
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consols, -as, wehave: already stated had risen:in-a

- few:months,in 1817,:32 per:cent. - oy
‘In 1819 ‘the apparent :prosperity of it,he country‘

seemedto vanish with the first measures-of the Bank
for the resumption;of cash: payments. The average
issue.of Bank notes was reduced:in this year, com-
pared -with 1818, about 7 .per.cent ; and comparing
the average of January :with December 1819, ithe

- reduction was nearly.16 per cent.. Thexpressure of

this contraction.was immiediately. felt by the.com-
mercml community ; .individual credits . were di
mlmshed :and stock was sold at.a_great. sacrifice of
price (three per cents fell from 78 to 663 by J une)
to make good existing engagements.  The price, of
gold fell to:its mint price ; the fall wasiabout 5. per
cent. - Silver fell in nearly tthe same proportion ;
its:fall was from 5s. 6d. to 55..2d. per. oz: - By the

' mcreased value of money, prlces Wel‘e forced down,
.t_h.e, capitalist rxefrains from pu_rChasmg, Xknowing
- that: the necessities of the holders of produce must,

in the end, force them to make sales, at such prices

“only as the;buyers choose to give. The fall in prices,

degree than the mere’ contraction of the eurrency,
or the rlse in its value, = Suppose, for example, as
was, the case in the. begmnmg of 1819, commercial
confidence -and . credit was. at its height, and we
shall represent it by the figure of 100. = The Bank
of England, in her anx1ety to comply with the

ek,
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wishes -of Parliament, takes: nmeasures to possess her-
self of gold in such quantity as to enable her safely
to resume. payments in cash, suddenly withdraws
from the circulation 10 per: cent .of the 100, not
seermngly aware that a contraction to this extent

would produce any violent effect upon the state of

public eredit. - The community, whose transactions
and credit stood-in the relation ‘of 100, are thus
unexpectedly reduced to 90. With a currency,
where Bank paper decidedly predominates, even

- though “payable in gold on demand, there isa ten-

dency, from the interests of the issuers, that credits

- should rathér exceed than fall short of real capital;

there is now a .competition for money ; for a man
may as We]l be ‘a bankrupt as be Wlthm 10 per
cent of it; disposable securities are sold at any
sacmﬁce to maintain credit, which will easily ac-

count for the rapid fall in stocks. *Those who have -

no-such securities to sell; and who from the facility
o{* ’obtaining credit, had greatly exceeded their capi-
.- become bahkrupts (and we have already

Jstated that - the bankruptcies of 1819 exceeded
those of 1818 by 37 per cent); the panic becomes

general, every man who ‘can, providing himself

‘against the evil that has overtaken ‘his neighbour;

and though the issues of the Bank stood at 90, the
actual ‘amount of the circulation may be' reduced

" to 80, or 75. -The demand for discounts at ‘the
Bank may increase, the- Duectors may ‘be more -

lxbelal, but for a time the money will be withheld
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from c1rculat10n, every man belng alone - mtereste&
for-his own’ solvency “Té the scarmty of' money
there follows :a stagnation :of all trade, until prices:
are forced down:to, or below, the cost of productlon..
Country bankers are precisely in the same situation .
as the " Bank ' of England, but with less of public
confidence ;. their issues are contracted, and the dis-
tress, that began in London, spreads thi'oug'hout'the
country.:~ The sacrlﬁce ‘of individual property be-
COINES - 1mmense, ~and thousands "are reduced from
comfort ‘to ruin and-want. It has been: already
stated that in-1819, 1820, and 1821, the circulation
of . country bank notes was reduced 76 =1'ier‘éeﬁtt;'
compared with 1818 and yet it has been gravely
stated that prices had only fallen in the- proportibri
of the reduction- of the market prlce of gold to ltb
mint- price. -

The gleat dlSpI'OpOI‘t}OIl' created between» '_the

“amount - of commodities, and currency, would at

once account for the general. and long continued
depression - of prices, experienced in the years in

question, - Prices began to fall in 1819, and kept -

falling as the contraction -of the currency pro-

ceeded. - Those who mamtamed that prices fell

in' consequence ‘of ‘abundant harvests, must admit
that commodities were increased in amount, and

, being;cii'c‘ulatedﬁwith,a‘ currency, diminished in

amount in 1819 about 16 per cent by the Bank
of England, and 15 per cent.by the country bank-
ers; heing “about 15 per cent of the whole, must
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now. a,dmlt that. prlces fell from . both causes. - In
1820, the, Bank c1rculat10n varied “only 15s.. pe
cen.t,..,oﬁ ;npre‘a‘se,qhu,t the country. circulation was
reduced. ;32: per -cent, which, added to’ ‘the pre-

ceding: year, makes the  total -average. reduction

about 85 per; cent in two years.,,In 1821 the
Bank c1rculat10n was diminished about 2 per cent
compared with 1820 and . the country circulation

" was reduced ‘28 per cent, making..a’ contractmn
of _the,wholg currency of about 15 per cent :ad-

ditional s »_making a totaly reduction -of .the cur-

rency -(commodities by “the argument. at .the
‘same -time increased in amount) in ‘three: years

of 50 per cent: . It cannot be surpnsmg then,
that commodltles fell as Mr. Attwood stated,
from: 30 to 45 per cent, but the surprise is,
that they did not fall to a much greater extent.
And perhaps the best reason that can be assigned

- for their not: fallmg in proportion to- the rise in the

value of- the currency, was the check, thus given,
from low prices; to production: - If general prices
had fallen by June. 1821 45 per cent, it is impos-

~sible to:.doubt the fact, though it may be difficult

of proof that production was checked long before
that perlod -and -agricultural and other produce
diminished and not ‘inereased. . ' In expressing

" these opinions, I_ am _s,ensi,b,le'qf differing from Mr.

Tooke, ‘in ‘his, valuable - book " upon ‘high and low
prices. - .He maintains, notwithstanding the great
contraction of the country circulation, that prices
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were not. affected to'a greater degree than by the
fall. of gold: to its mint price. . Mr., Tooke ' states,
p. 196, Part I of High and Low Prlces, that < a
reference to.the: prices-: of commodltleSg- combined
with the quantities and:other circumstances. affect-
ing them, proves-the. zotal absence of ‘any:. ground

for: 1mputmg to the alteratlons in jour- currency:a .

greater; ] influence- than: that: ‘which: has been; indi-
cated by the difference: between: paper and:gold.”

‘Again, p: 205. . -« That-the.fall.of prices: between

1814 and the autumn of- 1816 the rise from that
time to the: autumn of 1818, and-the-subsequent
decline: to..the: present; time: (January :1823)..may

equally be accounted:for:by :circumstances:con- .

nected - with. the 'supply of commodities: relatively
to-the-average. rate of : consumption, without refer-

~ ingto. alterations in our currency any- part. beyond

the - degree: indicated by _the. difference between

paper:-and: gold, . consequently without - ascmbmg_
_any influence -to. Mr. Peel’s: Bill:”

“If Mr: Tooke is ‘correct;in- h1s oplmon ;as to the
fall of prices -being entirely’ caused :by- abundance
of home or: imported commodities, he involves.us

in this dilemma, that, productmn to. maintain;the
relative: abundance of . commodltles can-be carrled ‘

on for a: period of -years, with falling prices, of
course with: reduced . profits, and that, prices. .could

fall from: 30:to 45 per:cent; and. production, go. on
. ummpalred -or::nearly:so; . which must. ‘have. been
the case. dumng; a-partof [ 1819;. 1820, 1821 and
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pérhaps - nine months of 1822.° If 1 ‘grant Mr,
Tooke his argument to the extent, that commodi-
tiés, notWIthstandmg the increased comsumption
by low prices; remained relatively the same during

these years, and show, that in 1819 the curréncy

was reduced by ‘the Bank of: England and- country
bankers about 15 -per-cent ; ‘in 1820, ;20 percent,
and in:1821 by the Bank'of Ergland and country
bankers 15 per ceént; making the reduction in ‘the
amount of the currency spread over the surface of
these three years 50 per cent,” I: think 1 ‘have

~ made. out a‘stronger case for such continued :low

prices, ‘than by supposing  that- they Were entlrely

caused by: an excess of commodities:"

“Tam qulte willing to allow, that: from excessive
productlon in one orin-all’commodities: brought
to market, where ‘o’ alteratlon, or a trifling' one,
is made in'the amount of ' the currency, prices
must fall; and' fall in' proportion - to ‘the excessof
production. But'if we take into account, that the

‘competition of capital is to reduce profits'to ‘their

lowest: amount, it will follow, that a check will be
given to production’ while such low prices contibue.
This is the natural resultvof low prices’;: and- in
the case of agricultural productions, thelast’ land
taken into cultivation may cease to be cultivated
in a very short time. - Increased consumption-from
low prices is”the natural counteracting: cause;. and

its operatlon, with' dlmlmshed productlon, will; m‘_'
a much less period than “four « years; restore: proﬁts
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to their former level. . The period of returring
profits may be prolonged, if the labourers are not
employed, which we must not admit, if we allow

for a continued and progressive production, which
is consmtent with Mr. Tooke’s view : of the' case’ -

but may account for the extraordmary supplies of
wheat and flour bl ought to Mark-lane at the close
of 1821 and part of 1822. The great stagnation
in trade in 1819,°1820, and 1821, may admit:the

conclusion " that consumption = during these years.
was  diminished, and tended still further; with the:

effect of ‘a diminished circulation, to affect - prices.
Mr. Tooke, however, has not I think - taken: suf-

ficiently into consideration, that the' neceéssities of

individuals might really force sales of produce; and
what was a temporary supply, caused by these
necessities, he infers was permanent. -In this'case,
was_ it the state of the currency that wasthe
operating ‘cause, or was it over production? . Tf
the supplies had continued undiminished; I:should
infer with him, that it wasover prodaction; but
he admits, ' that diminished supplies raised prices=
consequently ‘either the cause of the: evil ‘was

. diminished towards the end of 1822, or éxCeSSive

sales and consumptlon was the remedy, p: '192.
“The fall of prices in 1815 and ‘1816, I also
attribute’ to the contraction of the currency In
1815 the’ cn'culatmn of thie Bank ‘of England 'was
leduced comparing the ‘three first with the three

last nion:ths ‘of the 'year, 4% per cent ; or the two -
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first ; w1th ‘the . two. last months, 6-fpe1‘ cent " In

1815, the  country ClI'ClllatIOIly ascompared - with
1814, was reduced- 16 -per; cent., I 1816 ‘the Bank
of; England.: reduced:; their: circulation: :rather more
than one:per cent; and: thie country c1rculat10n was

'reduaed 120-2;, per. cent. ., ‘This seems: to.me a: :sufficié |

~ ent.cause: for, the- fall-of .- :prices in 1815 and 1816
andpart; of 1817..; If thescontraction’ of: the: etir-
rencychad been. contmued througheut 1817;.-as in
1815 and: 1816 prices. no - doubt:: Would ihave
declmed still:further. . But: in: 1817: pm,c,es;rose,
not:-agricultural prices: only, but, prices: generally;
the defective; harvest:: of 1816..might account for
the rise in-the . price. of - grain,: but will;not: for. the
general rise of price.in.other’ produce. Now what

~was: thet fact-as toi the currency.?: The Bankiof

Englanfd as we have already; stated, . increased. the

jssueof her mnotes: this. year. about 7 per cent
above that 0f 1816, and this was in- addltlon toa
considerable:’ rissue iof- gold.. - -The country: bankets
added. .to- their: issues- about 6. -per- cent;,and had
notes;stamped: to. the extent ofi141.per cent ghoye
that of :1816. Here was an additioni to.the cur-
.rency:of 13 ‘per:.centy .and. prices: TOSEe!: In 1818
the: issues- of paper by the Bankwere decreased
: compaled with. 1817, but_the issues of gold. ploba-
bly made the numerical: amount greater.: than ip
1817, - In” '1818.the country -circulation was:in-
.creased about ;29 per ‘cent,: and;if- we. take ‘the
- average- issues of the Bank,: th1 Ong the-addition

(
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of the gold out of the calculation, at 27,228,208/,
as already stated, the increase to the general cur-
rency would be nearly 10 per cent, which added
to the 13 per cent makes the total in two years

about 23 per cent. - There should be no surprise,
then, that prlces rose in 1817 and 18 18
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| | ‘ and reduce the agricultural community to the
S - . L v g verge of ruin? Admitting the argument, that a

'CHAPTER VI
Exar;linatipn of the opini('n'ls'of ‘Mr. Tooke and others as to
the cause of the fall of prices from 1814 to 1822.

MR. Tooke maintains, That the fall of prices
between 1814 and the autumn of 1816, the rise
from that time to ‘the autumn of 1818, and the sub-
sequent decline to the present time (January,1823),
~ may equally be accounted for by circumstances
connected with the supply of commodities relatively
to the aver age rate of consumption, without refer-
ring to alter ations in our currency any part beyeond
the degree indicated by the difference between
paper and gold. <

Mr. Tooke has, I think, laid too much stress
upon this argument: the cheapness that ‘would
follow from increased production would come gra-
dually upon the ‘public; and if the amount of
currency remained the same, the fall in prices
would be relatively to their abundance. But to
suppose that cne, or even two, good harvests should
cause a fall of prices generally from 30 to 45 per

cent, is giving more to the bounty of nature

‘than I think will be found consistent with
the fact. But admitting the fact, does it follow
that thls ‘abundance should cause gener al distress,

prqducti\’g harvest would cause a fall of prices
beyond the actual abundance, would the farmer
have no recompense whatever from such abun-
dance ? Would such abundance render him inca-
pable of paying, for two or three years in succes-
sion, mare than two-thirds or three-fourths of his
rent; when landholders were obliged to meet
their tenants with a reduction to that extent, or
have their farms thrown upon their hands. I can-
not contemplate such a state " of. things from
bountiful harvests, even under the operation
of our -present corn laws. Nor am I aware
that any evidence of such being the case can be
produced in the history of the agriculture of this
country, unaccompanied - with variations in the
amount of the currency. The case, however,
assumes a véry different form when we adduce
evidence, that two harvests, that is, 1819 and
1820, the first rather more than an average, and
1820 considerably above an average crop, were
accompanied by a diminution of the currency in
these years of 50 per cent, compared with the
year 1818

That an abundant crop should produce general
distress is negatwed by the evidence of Ml Iveson,
before the Agricultural Committee of 1891 ‘The
experience of Mr. Iveson was extensive; he was a
land agent, - and collected rents in Wilts, York,
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Durham, Middlesex, Buckinghamshire, Wales,
and in Herefordshire. "’
- Mr. Iveson was asked, “ Supposing the wheat
crop to have been abundant, and the importations
large from Ireland, do you think that those causes
are sufficient to account for the distress which is
Nnow experlenced by the farmers ?>—1I do not think
it altogether

“ To what other. causes then do you attribute
the distress. among farimers ?——There is a difficulty
in getting rid of produce; a man may take his
produce to maxket and nobod_y will ask the prlce
of it. A
~ “Is not that the effect of abundance >—Unques-
tionably, to a certain extent, it is the effect of

abundance; and also the effect of a less consump- :

tion. I do not think the consumptlon is any thing
like so great asit was. -

"« Tas the importation of foreign corn nothing
to do with .it >—The account which I have seen
stated of foreign corn introduced into this country

is so small that T cannot think it has.” After

several questions as to the effect of abundant crops
upon prices, and distress aﬁsing therefrom, the
Committee ask, ‘

“« When the Committee say that you can contem-
plate, they appeal to your experience, and not to
your imagination ; they do not wish you to imagine
such a case of abundance as you have never secn,
but such as occasionally occurs P—1 know of 10
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crop that has produced it ; I Imow of no al)zm-
dance that has produced it hitherto. '

““Do you attribute the present low pr ice of corn,
and the 4dlst1ess of the farmers, in -any degree, to
the good crop of 1820 to the abundant crop of
1820 ?—1I certainly cannot attribute the’ distress
to abundance, if there was not some other reason
for the price being very much lowered.

“ Then it is your opinion that the distress of the
farmers never can proceed from abundance alone ?
— I think it very unlikely. ' o

“ Supposing the crop of a farmer to be double his
average produce, would not the profit arising to
him from the additional quantity prevent the dis-
tress which now so generally prevails >—Undoubt-
edly; if he made a return by the price equal to
what he would have made had there been a short
crop and high prices.

“'In that we all should agree; but the questlon
is, as to your opinion, Whether he will or not ; is
general abundance, in your opinion, injurious or
otherwise to the farmer?—71 cannot conceive
vabundance injurious to any body.” I think the
common sense of mankind will accord with Mr.
Iveson’s last answer. :

The situation of the country in 1816 from the
contraction of -the currency, was very similar to
that of the year in questlon Mr. Iveson was
asked, o )

“ Do you xecollect were you in busmess in, 1814«&’
—Yes, 1 was,
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<« And in the year 1816, likewise, I suppose ?—

.Yes, I was.

« Do you recollect the alarm that existed then
among the tenantry and the landholders of the
country ?—Yes; there certainly was a considerable
alarm at that time. I
. « At both periods ?—Yes, at both periods.

Z What was that owing to ?—A very great fall-
ing off in the price of grain ; there was a v‘ei’y‘ great
diminution in the price of grain and cattle.

« Was the alarm any thing at all at that time

 corresponding to that which now exists ?—For a

time it was very much .the same, but 1 do not
think that it continued so long. '

« Was there very much difficulty in collecting
rents, or in finding tenants for the farms at that
period ?—There was, I think, neaﬂy as much diffi-
cultyin collecting of the rents as there ever has been,
I think, in my experience. I do not think there
was such a general panic; nor do I believe there
was so much shyness in tenants embarking their
capital in farming as there is at the present time.”™

Here we have the same effects following the
same causes in these two periods. The harvest of
1815, like that of 1820, was abundant. According
to Mr. Hodgson’s evidence before the Agricultural
Committee, p. 264, 87 Winchester bushels per

* See Minutes of Fvidence before Select Committee on
Petitions complaining ‘of the depressed state of Agriculture,
p. 338, 839, 840. e '
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acre was the produce as estimated by his house for
1815 anfi- for 1820, 87-%. But his evidence
negatives the idea of 1819 being an abundant
year, for the estimate of the produce of tl_latv yeax
is 27-% bushels per acre. T

It. is ’Surely very. _I‘ep_llgnant‘ to the common

sense and experience of mankind to say, if
the agri_culj:ural community were blessed with a
harvest of 25 per cent greatef produce in 1820 than

in 1819, that in 1821 they should be in a state

of general distress, incapable of paying'their rents,
unless from the savings of previous years, or hy

forcing, produce and live stock to market, to save -

themselves from bankruptcy ! Well might Mr.
Iveson say, that I know of no crop that h_as’
produced it ; I know of no abundance .t_ha‘t hés
produced it hitherto,” B | B
~ We haye the evidence of Mr. Wakeﬁel(.i,’an,—
other extensive practical land agent, vwho, Wés
. “Is not a great part of the fall in the price of
corn owing to the two succeeding gdod crops which
you have mentioned —1 ‘think not entirely; I
think it is a question of currency and good ci’ops,
and the Want‘of demand, as I sta_t{ed“b_efore, vf'oyrr'
the army and navy, and for Portugal and Spain.”
P. 210, Evidence, &c. : : o
“ Do you think the import contributed at all to
it ?—I think very little; there has been no im-
ported-corn in the market of late.” P 210. | |
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“ Be so good as state, generally; your oplmon

how the alteration of currency has operated on the
’agmcultuxal dlstress ? Ice1 tainly think it is a main

and great reason “of the distress. :

« You take it to be the main reason of the dis-
tress ?—1I attribute it more to a change of currency
than any other thing. :

-« How do you take it to operate upon it '?—-In a
general fall of prices. R

«Js it not a fact, that there has been a great di-
minution in the usual accommodation to farmers,
from the country banks >—To a wonderful degree;;

1 think, that up to the year 1818, between 1796

and 1813, there was an accommodation given by
the country bankers to farmers, and all persons in
trade, to.a most unwholesome degree, if' I may use

the expression. I say, that the failure of all those

banks (where they were not persons of very great
capital) in 1813, was partly in consequence of
that; and though the failures were hurtful to a
very great extent ‘at the moment, I am of - opinion,
that they must be of great good to the country in
the long run. I have often- heard -it used as an
argument by gentlemen, that farmers need not take
the country bank notes, unless they: please; but I
say it is utterly impossible for them to take other
than the notes of the provincial bank of the mar-
ket town, where they take their produce to market:
and the distress - which I have‘ seen- expemenced by

farmers in different districts, on  the - failure of a
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great ’ country bank, has ‘been- very stnkmg in-
deed. '

« When was the. perlod of the greatest facﬂlty of
that " sort -of accommodation which ' you -have
alluded to?—Up -to the :year.1813: there: were
banks in-almost all parts.of England, forcing their
paper into circulation: at an enormous expence to
themselves; and, in most instances, it -has-been
done to their-own ruin. There were bankers-who
gave commissions, and they sent persons-to the
markets to take up.motes of other bankers; and
these people: were called money - changers; and
commission was paid for doing it in this way. In
every instance where I have traced such commis-
sion transactions, I have found: that failure has
certainly: ensued. - No banker can afford to pay for

_ getting his notes out over his counter. .

% Do you not consider, that that cxrcumstance
contubuted mainly to the very high prices at that
period >—1 think so.. I think the facility with
which money could be borrowed at that time was
partly the cause of them. I know no persons
more distressed at- this time than farmers, who
were considered very opulent persons up to the
period I am speaking of, namely, in 1813. They
were. persons who purchased their own - estates,
and whose measure of value was seldom looked,to,
as.to their intrinsic worth ; it was merely.a ques-
tion of how much money they could raise in.order
to pay for them. .- At that-time no person bought
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-an estate too dear; at that time those estates were

encumbered by mortgages, and there are very

~ few of them which the buyers would not. gladly

brmg to sale at a depressxon of 10 or 20 per cent
less than they cost them ; and there are many in-
stances in which they would gladly escape at a
greater loss ; but, some of these estates are’ mort-
gaged for more than they are now actually worth;

and the buyer has lost the earnings of his life;

which was the surplus he paid beyond the money

he had borrowed on mortgage. . e

« Did you ever hear, in the course of transactlons '

at that period, either on the part of the land pur-
chasers, or of persons who lent money. on mort-
gage, any opinion that the value of money was
likely to-undergo any great alteration in time of

‘peace ?——The rise in prices was gradual, and, with
 the majority of persons, I believe imperceptible,

and every body was acting as ifno bad times were
ever to take place. \

- ¢ Has not then the alteration in the currency,

first by rendering money less valuable, and since

by rendering. it more valuable than it was, been:

the cause of deceiving and ruining a ;great many.
mdustuous persons who were in a state of opu-
lence and ease ?—1 have observed it most particu-
larly, and to an extraordinary extent.

“Have not those fatal consequences resulted,
mainly, since the period that-money has become
more valuable >—They were unknown before.
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Up to the year 1813, one man mlght buy hls estate
dearer than another ; but none appeared to he too

dear, for they might always be sold a year or' two

after for a higher price than- had been glven for
them.”*

A great deal more of Mr. Wakefield’s valuable
evidence might be extracted, which would more
fully confirm the opinion, that the general, agrlcul—
tural distress throughout the country in 1821 had
its origin in the contraction of the currency. We
shall have occasion fo refer to his evidence here-
after. ,

The evidence of Mr. Custance, another exten-
sive land agent, is' corroborative of the fact, that
the agricultural distress of the country was occa-
sioned by the contraction of the currency. Mr.
Custance was asked, < Have you, ever since you
have been a land agent, seen the farmers in so dis-
tressed a state as they are at this time?—I think
they were more soin 1815 and 1816 ; at that time

it was difficult to sellé but a man may now sell

his commodity if he will take the price of the day.-

“ If you think the farmers were more distressed
in 1815 and 1816, have they had time, since that
period, to recover from the distresses of that pe-

riod ?—1I think not, there was a great shock at that

period.

- “You have stated JllSt now, that you- concelved

the farmers of the present day to be in a better

. * See Minutes of Evidence, p. 218, 214.
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situation than ‘they were 'in 1815 and 1816 —J
~ think  there was a greater check generally, in the

yeairs 1815 and 1816 ; every thing was positively at

-a-stand still at that moment, #// moﬁey began to

circulate again. 1 am not prepared to say, that

they are better off at this period.

~«Do you think, that, at any period since the

years 1815 and 1816, the farmers have been in a

better ‘situation than -they are at' the present
moment ?—Yes; I think they were after the bad

harvest; I think in- 1817, money came more into

circulation, and they began to procure breeding
stocks again ; lambs and sheep sold very well, and
théy were better off in 1818 than they are now.
«Is it your opiniod, that the farmers areina
gradually declining state, or that the present dis-
tress arises from any sudden shock, similar to
that which-occurred in 1815 and 1816 ?—T think,
if the present prices remain, the farmer must sink;

it is only in the expectation that some change will
~ take place, that they can hope to go on; the shock

has not been so sudden as in 1815 and 1816 the

depression’ has been more gradual.

.« Have you consxdered whether ‘an abundant,

an average, or short crop, is the most advantageous

to: the  farmer >—I should think an abundant
crop ; I sece that a farmer is always anvious 10

- get guantzty s therefore, I s sup])ose it is the qu(m-

tity that is to pay him.”’ ,
Here we have a mass of evidence from practlcal
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men of experience, : that the distress attending the:
agricultural community in 1815 and- 1816—again
in 1819, 1820, and 1821, was occasioned by a
contraction of the currency, the existence of which -
we have already stated.. . That in 1815 and 1816
was more severe, because more sudden, than in.the
latter years—and sooner removed, aécording» to
Mr. Custance’s evidence, for in 1817 money came

more into circulation. I have already stated, that

the increase of the circulation  of the Bank of
England (independent of the sovereigns issued),

and of the country banks, was equal to 18 per.cent
compared: with the year 1816. Prices rose as a

consequence, and distress diminished. - The year.

1818 was reckoned a year of tolerable prosperity ;

that is to- say, prices rose, or kept the level of

1817. The Bank of England probably increased
the amount of circulation this year, compared with
1817; and the country circulation was increased
about 29 per. cent above that.of the preceding
year.

Besides the mere rise of prices, ‘in consequence
of this extension of the currency, »there would:be
the speculative rise, which always attends the
facility of obtaining credit; and as this facility has

its origin in the abundance .of . currency,.it is im- -

possible exactly to determine the extent of it. -
When credits are easily obtained, individuals

. purchase commodities with no. other. view than to

sell them again at-a profit. =~ On every such trans-
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action. private paper is created ;" and ‘the demand

- for bank paper is increased in the. ratio of such
" transactions. Though it is the interest of bankers

to extend their issues to: the greatest amount con-
sistent with their own safety, the prudential feel-
ing on their part is likely to operate sooner, than
on those who are in want of credit, and a sudden
stop is made to its . further extension. Theé con-
traction of the currency then becomes ‘much more
rapid than was its extension, and distress and
embarrassment follow as a natural consequence.
Upon such grounds I think the distress of 1815
and 1816 ; and of 1819, 1820, and 1821; may be
rationally and satisfactorily explained. Indeed,a
very little consideration would make it evident,

" that all great convulsions in public credit and

prices must have their origin in- alterations in ‘the
amount of the cmrency, and can only occur where
the power of sudden augmentation exists, and that
power may be said. to be peculiar to a paper cur-
rency. The power cannot exist with a purely
metallic circulation. ,

‘T do not, therefme, attribute much, if any, of
the distress' in the years in question to the abun-
dant harvests—experience, I think, is decidedly
against the fact; and I think the puncxp]e itself
cannot be supported by sound reasoning.

Let us suppose, for the sake of argument, that .
we had no other than a metallic currency {subject

only to such variations in value as are attached to
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it as a standard by which commodities are valixed

——and it is admltted ‘that -such varxatlons from.

year to year are mot, and cannot be, extensxve)
and that we have a harvest more bountiful than
the one preceding by 25 per cent. It seems to be.
generally admitted, that the fall in prices would
exceed 25 per cent (and, under the operation of
our corn laws, I think such admission warranted,
though if the trade in corn was as free as in bul-

lion, such admission would not be required), let us

say 30 per cent, for it does not necessarily follow,
that a farmer should wish to carry his abundant

crop to inarket with greater haste than a less pro-

ductive one. - The loss to the farmer, then, will

only be 5 per-.cent; and for a part of this loss he

will find indemnity by 4 reduction in the price of
labour on his farm, and the _keep of horses,
&e. &ec. :
On the other hand, if torn is produced in such
abundance, it will alter the relative value between
money and corn. Monéy-rises in value; and corn,
and all other commodities, fall in price, because the
wages of labour will fall with the price of corn;
and all commodities will fall, the produétion of
that labour. © The farmer will here have a further
compensation for the reduction in the price of his
abundant crop. Moreover, the commodities prd?
duced by the fall in the wages of labour will be
exp01*§ed; and from the high value of our currency
bullion will be imported in return, until the value
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of our: currency is restored to the. level .of :other-
countries ; ‘and then prices will rise;: if not. to: their.
‘former-level, at least.to such.an extent as to place
thefarmer on a .footing - of equality - with other
producers.  If it is contended .that the wages of
labour are not so speedily adjusted. to-the- price of
corn, as is here supposed, :but .continue as before
the abundant crop, then increased: consumption
will tend to. prevent such a fall in pnces as: to he
injurious to the farmer. .; -

If such-would. be.the case with a metalhc cur-
rency, there ought to be no difference in the result
with a_well-regulated ‘paper one,. convertible into
gold on demand. -In my: oopinion, : therefore, ge-
neral - agricultural distress. can; never: follow as a
consequence of abundant harvests. _ .

Mr. Tooke has laid great -stress on the abun-
dance of the supplies of the leading articles of con-
sumption, brought to market, in -justification of
his opinion of the fall in prices being occasioned’
by abundant productlon. , ‘

«Of - the fact,” says Mr. Tooke, “ of abundance
of supply of the leading articles-of consumption
there : cannot, I should think, be any reasonable
doubt. - : :

Let any corn factor be asked whethm the sup-
plies of wheat and flouri in Mark-lane, at the close
of 1821, and through the first half of 1822, were
not quite, sufficient to have produced the. fall of
puces, and the appalem; tendcncy to a further de-
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pression as long as there -was.no secumty agamst a

continuance of 'so overwhelmmg a.supply ; and
3

whether ; there 1is ‘any..appearance .of ;a want- of

funds, or: of inclination on.the part of buyers to

“speculate, if they could be satisfied of an inade-
quateness of the stock 'in this country ?- Indeed
since the; tide of supply has somewhat abate‘dr’
within the. last. three months, there»_is‘avdecidéd,

’i.mp,ro_vementl. in the market. ‘The same- may. be
observed of oats. - Barley, being demdedly short -

in quantlty, has got up to.a: hlgh price, relatlvely
to wheat.,. .

“ The extreme low price  of cattle has of late.

attracted so much attention, that I insert a state-’

ment -of the numbers sold at Smlthﬁeld f01 the-

last four years : . : : ~ X
. T Neat Cattle. Sheep,andL’ambs., .
1810, ves--185,226...... 949,900
1820. ..... 132,933...-... 947,990
1821‘0, oo .14!2’133. LI 1,107’230 .
1822......148,830......1,853,043

(19
The comparative increase has been equally great

at Liverpool and Hull; and 1 am told that the

supplies at the' other markets in England have
been no less superabundant - How, then, canthere
be any difficulty in accounting for the very low
price of meat during the last twelve months ?. It
may be said; that this excessive supply has ‘arisen
from - dxstress, and that it cannot continue: this
may he true; but wbaie'vm be the cause, th’e ex-
G
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cess actually in the market ‘must equally’ affect the
There has been a trifling falling off in the

quantity within these few: weeks, ‘and a: little cor-

yesponding - advance “in the price.” - Py 191, 192,

Part I.-~Thoughts-andf‘»Detéils;.-&c.4%L L

" 1In this statement,. Mr. Tooke “seems to me to

 have mistaken an -effect for a cause.’ -Th’rbug»hou't

“his whole work he wishes his’ redders to under-
stand, that the extreme lowness of prices is'owing
to abundant crops; ' without imputing any agency -
to. the currency -beyond ‘the - jrnprovemetit of. the
paper as compared with gold” And this is ad-
mitted to be from five to ten per‘cent only.-

.If the argument I have “stated be correct, re-
“garding ‘the  effect of ;abundant crops, we must
abandon the idea of abundance producing such

general -distress as existed ‘in the four years in

" question; and we must account for that distress
upon some other principle. R

Tt has been-already stated; that the diminution
-of the currency in 1819, ‘1820, and 1821', ‘on the
part of the Bank of England and country bankers,

was as follows: - 5o o o
. In 1819,:by the Bank of England, .

and country bankers, compared with

the circulation A 1818 e .-.15 per cent.

In 1820, by diffo ...« iovioes 200

. Tn°1821, by ditto " S 1

50 per cent.
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Tt s ‘an admitted .principle,’ that :the. price .of
commodities will be in relation to. the, amount of
the currency, and if the laster is diminished; prices
will necessarily fall, and. by their fall as pecessarily
cause a stagnation  of purchases and sales Wd;;hxéih;g

the contraction; . Here we have. a progressive. dimi-
nution in the.amount of the curren ¢y at the rate if
about 17 per:cent per annum, for threeesl;,CCGSSI:;e
years... Vet we-are asked to believe, that the . fall
inprices, a5, connegted with the currency, has been
0 more than-that,of. the market.to the mint price
of gold, or at the utmost 10 per cent. . p )
1t may.be asked then, how do I account for the
exgessive supplics: hrought. to -market ?~—and. my
answer is, in.the words, of MI’VTQ"R@-’-_;,-;" thattllz,g

-excessive supply has arisen. from. distress.” . If we
veflect for a moment on the situation. of ;the a gri-

-cultural ,communityg we shall see. ;;hat it could not
be otherwise. T T A
‘The farmer has certain fixed Kéi?;es to Pay-*-such

.no.t » immediatelyr, conform themselves: to . fallin

prices. He has a r_eluv,ct‘é_mce, to ,Seli. . ln ;;’h-e : face ng:
a falling market, and t;heré, is. acorrespondmg re-
luctance to buy. 'The quantity, thelefore,brought
to _market is the precise amount, of theconsumptwn
& c.onsur.nptiqn mnarrowed .considetébl& bythe
diminished ‘power of .purchasing in _g:oﬁéeqﬁéncé ‘la':;f

the chtraction of the currency. The ffall-ih-»priceé,

G 2

g ';
i




84

therefore‘,_will be-less.in - the. first year.than in the

_second, but greater in the third than in the second
—and the reason.is obvious—the farmer will endea-
vour. to- make: good his money payments of - rent,

&c. in the first year, without forcing . his. produce

“on the market. Mr. Iveson was asked, “ You have

" stated that the farmers in -a great. many ‘instances

have %paid%thei’r,rents from their capital ?—Yes.
« What do you mean by capital >—I do not know:

" that.I can explain it better than by giving a sort-of

instance, that men have had.800Z or 400/ laid by,
or have had it out at interest, or ‘have bought- it in
the:fim_dé,- or have had .iflying in some_country
‘bank, and they have been obliged to.call in a por-
‘tion of that to make up half-a year’s rent.” -
The progressive declining. prices, in; .conSequen_ce

of .the - progressive contraction of the. currency,

‘would soon exhaust the spare. capital of the farmer;

and to maintain his money engagements, which.

‘remain unaltered, he must force sales -of . produce

‘at the. market . price. . This. state- of .things will

satisfactorily explain the apparent abundance of
‘supplies brought to- market—and account _for-the
general distress of the agricultural interests in the
years in question.. o
Mr. Tooke’s - table- of -the sales: of _cattle -at
-Smithfield, which - has been  already inserted, will
~prove this-fact.- In 1819-iand 1820, the:.quantity
of-‘cattle sold was nearly - the same. - But in 1821,
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there “were about 7 per ‘cent more of mneat cattle
sold than in"1820, and of sheep and lambs’ about
15 per cent. In 1822, the'neat cattle sdld ‘eX-
ceeded 1821, little more than 1 per cent; and’in
sheep and lambs not 'less than 22 per cent. Mr
J.. M. Rodwell stated.in his evidence: before ’~*th«;
Agricultural Committee; in 1821, in answer to the
following questions : .« Can you tell ‘us, of 'ybur
own knowledge, how rents in general ar; paid ‘tin
your pfzx't of ‘the country ?—I am able to stété in
many: mnstances; that the rents are 'very; ,baCkW;rd ‘
I am authorized- to ‘make use of a gentleméﬁ’s;
name, who lives in my parish; Sir William Middle-
ton,.who permitted me to say, that mény‘of A'his’
rents are unpaid-to Michaelmas,” 1819 ; some of
‘those that have paid ‘have requested to have the
money lent to’carry on-their business. - ~

€ D‘o you’ knd’w, of 'your own knowledge,~sévéra1
other instances of  the same kind, that you are not
authorized "to ‘mention the name ?———‘Y:es H I“ha\(r)e

‘the honour to he employed by several gentlemen

I haye not asked their- permission, -but T'know ‘the
;‘Zﬂts to be unpaid to Michaelmas, 1819 ;" and that
th;:li‘z:it 'ﬂupon their fawms;' Wh‘ichi they are’ by
- .Ea‘ cqm.pglled to kéep, is very much’dimi-
engage;nz; :)t:;(.a"mstancg,.where the person is-under
thirty - pou d?k eep;‘tﬁn"SQOre ‘sheep, he ‘has not
c,onsequi ) n‘y Sé f’vm.'t,n of ‘stock upon his farm-in
e e 0-;",Whlch,fsuppojsingc_orn ‘to be of the
brice it was seven yéars ago, I consider* the




86

land so much depreciated, ‘that it' would not let for
. driy thing like'the same sum of faoney that:it did
then ; and - I know ‘of:severdl farms of my own
Khowledge in the ‘same state. L Do
.. /% Have you observed in the farm yards, in your
part of the country, Wwhethér theré are as many
billocks.put ‘up’ to fatten upon'‘corn, and in good
style, as theré used to be?—I think: I may venture
to $dy, there is ot a ténth part; within a few
yéars; ‘there was: scarcely & farmer in the neigh-
Bourhdod that had wot his yard filled: with beasts,
fattening upon corn ‘or oil ‘cake 'y at” the present
tinie; it is very difficult to-meet ‘with siehia thing.”
P83, 84 - o o 0t il omins o
- Mr. Wakefield, p. 207 and 209; states the samé
fact : « T am inclined to think, that a great deal
of rent the last year has been paid out of what
inay be.termed their capital; eithér by means of
borrowing; ot prematurely selling their stoc S
.In answer to a ":qUESti'éh, if Mr. Wakefield had
made any- observation as to the quantity ‘of stock,
“in''his last circuit; ' he answered, “Yes, T have;
and particularly made inquities upon the subject;
anid 1 think the: live stock  of the counitry. greatly
diminished in numbers.” © 7 Sl
- Here we have: the evidence of ' intelligent' men,
first, as’ to the existence of distress'; and, secondly;
the conséquénee:of it, viz. a pretnature “sellinig of
stock: ~ This, - T-think, ‘will ‘satisfactorily account
for' the: abundant “supplies‘setit 'to” arket. o
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1822, the currency ‘became more stationary in its
value, the distress became less pressing, and, ac-
- cording to Mr. Tooke, * There has. been a tri.

fling falling’ off in the-quantity, and a little corres-

ponding advance in the price.” P.192. ' =

During the discussions in Parliament regarding:
agricultural distresses, and the, state of the curs:
rency in 1821 and_ 1822, -cqn_siderable’ _stress was.

laid upon the great‘importétions; of grain from Ire-
land, stated as a:cause for the. ljoW _pfi‘céS‘in
the English market. = Such importations were ge-
nerally admitted as a proof of the excessive .pro;:

ductiveness of that.country. But it ‘must be re-.
collected, that, in 1820, there was a sudden ;airlld,-’

violent bqnt_ractiqn . of the currency of . the sister
kingdom, by the destruction of the greatest prd.
portion Qf' -the: private banks, followed by such a
fall. of prices as rendered exportation the . only
chance of - obtaini_n/‘g ~money for . égricultpral pro-}
duce. Mr. Nowlan was asked, in the committee
on the, depressed state of .agriculture, in 1821, Av‘,‘ Is
there much grain in hand of - the »lasf ‘crop. of Ire-
land ?—Indeed, I slqo,ul_d infer not, from the great:
poverty of “the farmers, and their ,anXietyuto con-
vert whatever they have into money. In this
ca.se, as in Englgnd; I would attribute the 1,0\7»»'"
price of Irish corn, and the consequent incréésed
exportation, to-the contraction of the currency.”

E 1,Th¢ advocates, :‘hOWeve_lf," of the. principle, that

IOW‘pPi_ce from abundant production. was, the cause

T
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of general distress (always excepting’ the effect on
prlces by the fall of gold to its Mint pmce), did not

* confine themselves to commodities, ‘the produc- ,

tion of our’ soil or manufactures, but inferred, from
increased 1mportat1ons, ‘that other countries were
“subject to' the “inconverience ‘of abundance. As
this involves one of"the most mterestmg problems
connected with currency, it ‘may be - worth whlle
to pay partlcular attention to it.

--1-thiuk, it is a generally admitted prmmple, that
if the currency of: all ‘countries was’ metalhc, and
trade perfectly free; there would be a’ correspond-
ing ‘steadiness ‘of general prlces ; because- each
country, in spite of - monopoly, and prohibitions
“against the. exportation -of the” precious ' metals,
would obtaln its proper ploportlon in - relation ‘to
"its wants. All history agrees in’ this propdsition.
Now, let us‘suppose a case ; and in the statement
of the argument, I-admit it to' be an extreme one,
that’ England 'is suddenly deprived of 25 per-cent
of lier currency. - Prices must nece'ssarily'fall”%
~ per cent. The.power of - purchasmg is so - much
impaired ;-and as all fixed charges for a time re-
main unaltered such as rent, taxes, tythes, &c.
general distress must necessarlly follow. = Commo-
dities, in relation to’ currency, would appear to be
in excess. “But the reluctance of- 1nd1v1duals o
- submit " to -:suchi a sactifice - of price,” would in
the ﬁrst 1nstance induce ~them ‘to" supply the
malket “sparingly ;- but ini'the  end, necessuy

89
knows "o law, and “they -must submit to cir-
cumstances, and’ bring * their produce to market
for whatever ‘price’ they ‘can'’ obtain. A scale
of prices ‘may then ~appear perhaps so * consider-
ably under the actual contraction ‘of the ‘cur-
rency, as to induce the' belief, that the excessive

supplies arise’ from excessive productlon, and hence
the causé of the apparent abundance:

* In those: countrles Where no dlmmutlon of the

~ currency had taken place, prlces for' a short ttme

will remain statlonary, but for a short tltne only ;
.for ‘as soon-as the high value of money in England
is known, ‘thosé countr1es will immediately export
a portion of their ¢ currency to supply the deﬁmency
of England ; the import of - foreign produce will he

 checked,’ the low prices of England holdmg out no

inducement to‘send’ commodltles to our market
Enghsh commodities’ may be exported in return
for Bullion ; but: this will only add - ‘to- the: dlspro-
portlon between commodities' and - curlency in"the

- f01e1gn malket and rather depress than raise ‘ge-
neral’ prlces Untily therefore, ‘the " bullion value -

of the currency of all countries is restored to its
level, there must be ‘a cessation ‘of the lmport of
foreign commodities. -

Let us apply this 1eason1ng to the state of Eng-
land in 1815 and 1816, when we were subjected
to a contraction of our paper currency by the Bank
of England and country bankers, of 23 per cent in
these two years,—and to an extension of the cur-

Hi
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rency by the Bank of Englan’d paper; and country

paper. in 1817 .and 1818, of 28 per cent; and I
‘think we shall have no difficulty.in- accounting for
the:excessive imports mentioned. by Mr. Tooke, as
the token of increased production, The check which
had been given to importation, from the contraction

of our currency in 1815 and 1816, became apparent

in the imports of .1817 and. 1818, but . these im-
ports do not in my opinion afford any proof of that
« indefinite abundance,” that Mr, Tooke supposed
to exist. - The abundance; I think, may be fairly

traced to the stagnation in buying and selling, and .

the diminished consumption, that will necessarily
attend so great an alteration in -the. circumstances

of: all classes, by so great. a contraction: of the cir-

culating medium. It is the operation. of this prin-
ciple that renders the use of a paper currency so
hazardous, not only to the country using-it, but to
all other countrles with which it may be connected
in: ‘commex"c;alu affairs. It would be very difficult
to estimate the loss of wealth to the -country
during the years 1824 and 1825, from the mass of
imported commodities sent to -our markets for the
high prices then existing. . =

/

9t

| ,‘CHAPTER( 'V;II;”_ .

An exammatmn of the cause whlch lead‘z to general speculatwrs
and over-tradmg, as connected thh the amount of the cux-
rency N

I the precedmg chapter I have endeavoured to
show that general distress is not, and cannot be, the
natural result of general abundance; that such a
state of things can‘only :be: produced by a sudden

and. exténsive .contraction . of'ithe. currency ; and
miay ‘occur under any state. of -the supply and de-~

mand of home or foreign. produce.: ‘

I shall now' proceed to’state ‘the: cause, Whlch
appears to me fully and satisfactorily to explain the
theory of general specu]atlon, endmg in what. is
usually denominated over-trading. It is impossible
not to attach very great importance to. this prin-
c1p1e, as it involves thie welfare. and safety of the
whole community. ‘

.- This subject has been dlscussed at large by Mr.
Tooke, in his'work on high and low prices.- As I
differ-in- opinion with Mr. Fooke on this important

subJect T shall quot,e, from his work, his opmlonb’

at large., before stating my own. .

.Mr. Tooke states, that, * in 1815 and the early
part of 1816, the exports from this country had
been made with great forbearance and pludence,
because almost ° every ‘dlass of merchants was at

7
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that time suffering from the effects of too great
_eagerness of adventure.* This forbearance was,
“of course, attended by a large profit on what had
been sent; and the consequence of the favourable
result of shlpments on a small scale was, as usual
on such occasions, not only that some of the regular
houses, extended their shlpments, but that fresh
adventurers embarked in’ them to a cons1derab1e
extent : Co

“ So' many circumstances ‘combining to the crea-

~ tion"of private paper, and" to-the multiplying of

transactions on credit, would; I am persuaded, have
* been felt'in a general advance of prices in 1817, if
there had been no'increase’ whatever "in the circu-

* lation of the Bank of England ;'and; in fact, corn

‘had already reached a higher price in-the-first six
months of 1817 than’it. has ever since been’ at;
~and several’ other articles -had " also ‘risen by ‘that
time, although not yet in ‘any consider able degree;
all, however, indicating revived confidence, and an

*.The ilndue sPeculations here” mentioneti; I think will be
found in the very great'extension’of ‘the Bank of England

* paper in 1813, and 1814, and the’ forbearance of export from

the general derangement of commercial credit, the necessary
result of the contraction of the currency, to the extent of 23 per
cent, in the years 1815 and 1816 Just mentioned. In all state-
ments ‘and reasonmg on general prices, exports and imports,
" the “increase and décrease’ of the:currency must néver be lost

- sight of.- The state of the currency will, in“all.cases, regulate

the tempelature of commerclal enterpuze

9%

increase of transactions.. Now, down to July, 1817,

the increase of Bank of England notes.was very in-

conSIderable, viz. about 700,000/. above the average
of 1816, but still a million below theaverage of
the correspondmg six months ‘of 1814 ; and there

‘was no issue. of gold worth mentioning durmg the

first six months of 1817. * ~ Will any person, then,

= Mr. Tooke may be correct in his statement, that the in~
crease on the. half-year s average of 1817, of thei issues of the
Bank did not exceed 700,000L ; but if we compare the notes
in cu'culatmn, in November, 1816, with February, 1817 , We
shall find a very | dlﬁ‘erent result. On the 30th November, 1816
the average notes in circulation amounted to £25,593, 120
‘On the. 22d of February, 1817........ 27,236 220
Showing an increase in three monthsof ... 1,643,100
_If we compare the month of May, 1817, R
with November, 1816, the increase willbe .. 1,576,320
If we compare the notes in c1rcu1at10n on '
the 22d February, ‘1817, with those in ciren-
lation on the 30th August, 1817, a period of six
:months, thei mcrease wﬂlbe found tobe......: 2,217,550
And, if we compare May 31st with the 30th -
August, a period of three months, the mcrease X o
willbe found tobe .. ... ... . i e 2,374 3301~
By the first statement it appears that the addltlon to the cur-
rency was more than double what Mr. Tooke su pposed it tobe;
and in the lastit is three times as much. From November,
1816, to February, 1817, a period, of three months, the increase
exceeded a million and a half ; and therefore the rlse of prices

1 See an account of the amount of. Bank of England notes
in cn:culatxon in the last week in Feb1 uary, May, August, and

oY
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continue to maintain that the rise of priges, .down
4o the end of J !une, 817, (Wheat and several other
’;m the ﬁrst six months drd not preeede the addltron to the
-CUITency, but followed as 1t ought to. do, thgt add.ltlen R

o | am certamly not one of those that would adm: that an ad-,

K dltmn to the currency of "700 OOOZ 2 874, SOOl would ralse
 prices 100 per éent ;'nor do I thmk bad asthe harvest:of 1816
was, that 1t was deﬁc1ent to, an extent to raise pnces 100 per
'cent Mr. Hodgson, m lns evxdence, p % 64: before ‘the Se.
Tect Commxttee on Agnculture, in 1821, stated that « the crop
of 1815, accordmg to the method expla v
87 Wmchester ‘bushéls ' per acre 1816 gave 25-,—0- E 1817,
‘gave 83+%;, and 1818 gave 32le ; 1819 (called one of the
years.of over-productmn), 271-—(:: 1820 37,-1,- ;. tlns 18 the quan-
- tity reduced to Wincliester buskiels, at 60Ib. a bushel” ' From
this estlmate, Mr. H. admits, that gbout one-smth ought to be
deducted for loss by hedges, dltches, harvestmg, &o&e. Now,
“according to this statement, the harvest of 1816 was deficient,
compared with’ 1815 .about 82 per cent “only ; “and before the
first six months of 1817, the pnee of Wheat rlses 68 per cent

B

beyond the reputed deﬁc1ency of the crop. What I _contend

for is, that wheat would not have obtained this h1gl1 and un-
* warrantable speculatlve pnce, but for the addmon to the cur-
rency, "ot of 700, OOOl but of upwards of 2,000 OOOZ before

the harvest of 1817 was off the ground : that the speculatmns :
in, Whea.t, and general produce, had their origin in, and were .

1promoted by, the abundance of the currency, and gave rise
‘to that creation of pnvate paper . and credit that would not;
"and I thrnk could not, have emsted mdependently of the

\'November, in-each of- the years from 1790 to 181 9, both: inelu-
-sive, page 320, Appendrx to the Lords Commlttee of Sécresy,
‘in 1819. - k .

© «N.B. These days have been selected by the comm1ttee as
’ 1emote ‘from the quarterlv penods at which the dividénds’ are

paid.

ed gave a result “of .

. 19,5

descrlptlons of agrlcultural produce havmg at that
time advanced above a: ‘hundred: per: cent) ‘corres-~
ponded with the addition- made within: the' same
period to the circulation 'of the Bank of England
the rise: of prices, moreover, having - preceded even
this ~add1t10n ?  There is no-doubt, however, that

this addition, §mall as it was, proved to be excessive,

‘because ’it coincided with circurnstances ‘calculated

to enlarge the circulatiof ‘of privatepaper; and the

exchanges, accordmgly, as early as the first- six
months - of ]817, ‘manifested a tendency down-

- wards, and ‘the pr ice “of ‘gold upwards and if- the

Bank Directors had not, ~unfortunately; upon
system, dlsregarded in- the regulatlon of their
issues, the indication by which their predecessors,

previous to 1797, professed to ‘be guided, they

would have been warned to contract, instead of en-
larging, their issues. But if the “increase’ of about
700,000/.. Bank notes in the first six ‘months of
1817 was excesswe, under 'the c1rcumstances de-
scribed, what is to be" sald for the prudence, or
‘propriety of {he further increase which took place
to the extent of near two mllhons on: the average

increase of -the ‘currency. "Tlie".fui'ther .ei;tensi(‘)nlof the car-
rency is ina manner forced upon the Bank Directors, by :the
presenting of bills for discount during the progress of the spe-
culative rise in prices. The ﬁrst merchants are embarked and
‘there is a reluctance, fora cons1derable time, to gwe any cheel<

‘to the creation of pnvate paper, by réfusmg dlscounts at the
BanL SRRSERRSIE :
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of the following six months, when all the circum-
.stances tendmg to make the former amount excess-
- ive were: in full operatlon ?: ‘when, by a simulta-
neous .: Jissue - of . gold, the cu‘culatlon was still
further, although for a moment only, enlarged ?
‘Such an enlargement, of the basis of ‘the currency,

: _co—operatmg w1th the causes favourmg the exten- :

sion of  country bank notes, and private paper
generally, tended certalnly to accelerate the rise of
prices of . such artxcles as were in a relatlve degree
of scarcity, and to _promote the sp1r1t of speculatlon
and over-trading. ~ Several articles that had been

_the . .objects of speculatlon reached their utmost

elevatlon by the close of 1817 : some others being
still scarce, or supposed to be s0. relatwely to an
mcreased consumptlon, contlnued to advance tlll
August .and September, 1818. There was. accord-

mgly, down to that pEI'lOd a con81de1 able brxskness :
of circulation, and a frequency of transactlons on
he spirit of speculatlon

credit; ~and, in; gene
,haying b_e_en so ful , did. not immediately
subside with the: cessat on of the original. 1mpulse ;

that spirit had likewise been kept alive, - with refer-

ence to agmcultural produce, by the extraordmary
-character of the _weather in the . summer of
1818... It-must be within the recollectlon of most
- of my readers- that a drought wof four months
,prevalled from May to September, ‘and appre-

‘hensions were, in consequence, entertalned of

stunted crops of every kind.  Hay got up to 8/ per

7.

load beaus, turnips,. and Ppotatoes; were:supposed
to'have totally failed ; . large: orders were sent, and.

ships chartered,.to fetch. beans from, the Medxter— .
ranean ; oil cakes were-in such demand that lin-,
seed: advanced cons1derably, and the crops of. corn,', '
though healthy, were expected to y1eld below an.

average, produce

. It was.on the ground of these ant1c1pat10ns of,
scarmty, that British: corn. was', .bought. ﬁeely on.
speculatxon, and that . many farmels ‘were, induced.
to.hold back their, stocks; many. persons, llkerse,i»
1mportels as . well as dealels and _far mers, reasoned:
er roneously on the. operation of . the corn: laws, and‘ a

supposed. . that,.. ‘when: once the: ports. were,shut,.

having the - monopoly. of the home ‘market, they
would-be secure. of, . obtammg, ‘at, worst ‘within;a

trifle of . the ¢ opemng prices... Hence the, price. Was ‘

plevented from falling. suﬁimently to shut the. ports
till. the, Februar, y: f'ollowmg,‘
importation: ;of -corn. from valtlc in: 1818.

But: the result, ‘of. the h% sappomted these
ant1c1pat10ns, the .drought. had :not-: extended: to
Ireland, -nor.to. Scotland ‘nor . lndeed much .to the
north of the. Trent.i in England;, and .even.in those
part ts where the, drought had. prevalled the. quality
and ;. COl’]dlthH of ; the ; corn . were,. generally .good
enough to .compensate, . in,, some., measure, for; the

~and there was a large

shortness of the. straw.;. the autumn, . toe, turned
ouf, smgulally gemal f'or +the, Tregover 'Y, of: the, pas-

tures,fand was followed hy a mlld open wmtel.
H
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I have been thus partlcular in a descrlptlon of-
: ;the season of 1818 (whlch in’ strictness would’
come more properly into a subsequent part of this
‘work), becaiise the extent’ and varlety ‘of iniscal-
culations upon partlcular descmptlons of produCe
were ‘greater “than T have ever known:* and the’
effect of those mlscalculatlons on prices was. very:
cons1derable while they lasted. ~All these circum-
stances, both as affecting- agrlcultural produce, and
other ‘commodities,’ were ‘calculated ' to keep up, if
not to extend, the amount of pmvate papeér, and of
transactlons on- c1ed1t, till ‘an advanced period -in
1818. By the autumn, however, “all' speculatlons
on a scarcity for that season hiad ceased, and prices
assumed slowly that tendency downwards ‘which,
with a few. 1ntermed1ate ‘abortive Speculatxons uport
the precariousnessof subsequent seasons, has con-
tinaed. till 'within thése: few weeks. At the same
time, with’ the cessatlon- of apprehensmns “of scar
city of our own' agrlc" fural produce, ‘there was 4
general increase: in - the ‘stock of lmported ‘commo-
ditiés’; the rise:‘of price of ‘a' large proportlon “of
thém had taken’ ;place in the year ‘before,’ and suffi-
cient time-had therefore: elapsed to-admit of the
encouragement ‘thiis held out;’ bemg followed by a
greatly “enlarged 1mportatlon ‘in ‘the ' ‘autumn: o
1818.: And while: European,’ American, and West
Indian produce (coffee: excepted) were thus' coming
forward in abundance, unusually large supphes of
cotton ‘and‘isugar’ were pbured ini! from the East

Indies; It is materlal to ‘beéar-i m mmd that by thé

goncurrence of all ‘these.ehuses; & * general abun

dance was réstored by ;the autunin‘o “‘"1“818 andf

What was perhaps of fnlly as much ‘mﬂtxence on
fhie eventual’ coursé 6 "pnce' Was' dlscoveled

that many ‘of the soutces. of: supply"codld f‘urmsh ‘g
miich larger, aantity, Upon the shghtest addltlonal

encouragement *Thefé ‘was, theleforc, ‘not only‘i

the full weight' of actual’ abundance ‘on ‘the miars
kets, but there 'was the further’ depressmg eﬁ’eot lf
contlngent and almiost indefinite abundance Tll)

death blow, accondmgly, ‘was glven'to' "he l'an e el‘
high- prlces as‘early- ds between’ July ‘and' Octfb ;

1818 i and T have delt’ ‘the moi'e at’ large 0 \5
the circuinstances leadmg to point, hecaus e
as'far” as the réstoration’ of* abuhdance was ansz,dm
quate cause for a fall ‘of prices to the full ‘éxtent : ;
which they were eventually depressed it negatlve(;

the assumptlon of a a connexion between that fall of

prlces and the prospect of ‘the nea P
the Bank 1estrlct10n Th

termlnatlon of

no. 1ngred1ent in: the;fall of any :of the commodll;zes

that I was practlcally concerned in at that time;

nor i ‘it probable*‘that it should ‘have been : for,

wit a1
h the* exceptlo of a few inidiv uals, advocates :

;)lf; ;h:opxa:per system, who,_ it afterwa‘lds appealed5
dopreonte. ﬂpmvate 1nterv1ews with Mlnlsters to
S elzl resumption: of ‘eashi: payents, the
S@mned{.j';t erally; orat’ least 'the: me‘rcantrle public;

0 attach little  importance to the: SubJect,

H 2

.. That | prospect was cert-ialy
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I.am; alludmg to, the ‘autumn; of: 1818-; *the. case
was: different,in ;the. spring of 1819... . 'The fall; op
" prices; havmg then become manifest:; the tocsin of
alarm, whlch was sounded by the advocates: of the
paper system,. brought:, forward in. support of it all
those who, were. suﬁ'ermg .or, expected -to . suffer
. fromx that fall ‘and who were ready in perfect .good
faith to attrlbute to an. alteration in; the. -currency
what was the; consequence of . their;;own miscal-
culatiops. . of' probable supplies, .. -In: truth, what
need of resortmg to. the. supposed .agency: of an
| occult and dlsputed cause, when there existed one
plam, palpable, and. 1rres1st1ble, as.relating - to; the
‘ commodmes ‘,Whlch experlenced soon :after that
tlme the, most: decided . fall, viz: a great and over-
Whelmmg mcrease of . quantrty Take the follow-

mg among several other mstances P

Cotton

: ' i Wool L
l:élf'i" lb T 137 e lb 8,117,864 bales 370,000
fm.:‘ tarrees 14,715,84 . —-7—477,1?())
81814, . = "2,101,6181% = 665,300
i Hemr)“m( B ,Z;Linseed_.

. tons 18,4«73

. ”“_‘L"'16z',759
o 237,141

R A ; rse '
- *\' ow;can, any‘body,; acquamted Wlth the cou

e
' of markets, ‘hesitate for :a' moment 40, pronou;w?
what must be the:effect; of: such an:ez_gcess of supply

x

. qrs 70;892 ~
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and mdeed what canbé more’ leg1t1n1ate oF“simple

than the: mference, that if" the scantmess ‘of “the

supply in 1816 and, 1817 was a sufﬁment ground
for a consrderable advance, the restoratlon of

abundance would fully account for the fall ? It is

". ;‘vér, ‘that - the ~ r'e’srs nce to a
change, whethe1 from "low to a hlgh or fr, ma

hlgh to‘ a low range_o pl‘lCLS, is at. ﬁrst very. kcon-

well known, ho

srderable, and that: theresis generally.a -pause “of
greater or less duratmn before the turn becomes ma-
nifest’ in'the' mterv'tl ‘while'sales z are dlﬁicult o '1m- '

practlcable, unless ata dlfl'erence in. prlce, whrch the
buyer in, the one case, and the seller, in the other,
are not iyet: prepared 40 ‘submit * toy’ the' quotatlons
are regulated by the last transactlons but are “Said
to be, ‘and are_in fact n"‘mlnal A strug'gle of
this, kmd prevalled more ,or less, accordmg as. the
articles ‘were. in: greater. orless-abundance, through
the autumn, aid into  the winter “of 1818—-—1819,
when many artlcles whlch had become uusaleable

ﬁom ‘excess were stlll quoted at nearly" f}';hlgh

prices as they had attamed in, 1818 * I ;Vmentlon

% As it was hot::until~the=sprin'g of 1:8-19 7f'that' "the‘ coﬁtrac-" '

tion -of :the curréncy was really felt;: prices; from the first feel<

ing of - difficulty in *obtaining: money ‘ac¢ommodations, “would

remain: nominal s when: fully: felt: by ' the’ public; they would.
fall, and' Mr.:Tooke' says::they did:fall inithe spring of 1819.
It is necessary hére againi to :refer:to:the-actual state-"of the

,issue's,of;the.rBank:._.:‘zEr()m'z theiaccount just: quoted;we. find that




102

thls, in- order to. pomt out the, dlsmgenuoumess or

ini 1818 Was'as follows

,- A - \.'u,-

W £27)770:970

Lt

i .itDec'rease:.'- ;)

Februmy "8 1818 '

. 1,025,960

' May, 30, 1818 . , ‘26,745 010,

" August 29, 1818 294,400
- N(ivember 28, 1818 Fas UL 10,300
"E.'»February 27, 1819 . 1;158,580-

.

'f‘?; ,‘:;:,---;-; IETES RS ORES T T

"Now the effoet of ‘this dontraction of the 1ssues' th

was in some degrée: Counteracted by the large” iSsues of gold
made by the Bank i in; 1818, in/payment of notes dated previous
to: the 1st January, 1817 But from the state, of the: forelgn :
exchanges, Athe coin could not add much to the excess of, the

50 that towards fhi'end of 1818 and begmnmg of: 1819, there
appears o have: been a reductron of a nnlhon‘ and k3 quarter of

nnnnnnn

we had 2 general fall of puces, both of home and, 1mported »

ommodlnes Mr TooLe says, that the fall in pnces arose

from abundance, m my v1ew of the case, the fall Was conse— :

diient on ‘the contractmn of the’ currency, and thé interruption
of buying and selling attending it, and the abundance was
" merely; nelative: tog the diminative: amount:-of .currency. - If
_upon 4 contraction of:the currency:of+40 or.50 per:cént, indi-
viduals, :sellers, . would: jmmediately subiit to thié& réduction in
price;; consumption would ;bei-in the: ratio: of':supply and.de-
mand, ‘and not;appear; excéssive. 1~ But. we knbw ithat this is.iiot
thie tasey: and, the: reldctance ‘of:the holders. of’commodities to
take the d1m1mshed puce, fronn the: dlmmlshed»currency, chedxs

2,644,280,
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~of Mr. Peels. bill to bring. forward price.curreunts.

of I‘ebruary, 1819, (being: the time when the Com-
nnttees of lnqmry into the- state of the currency
were appomted), for the purpose of contrastmg the
quotatlons of that date with those of the present
time.* = But leavmg such - reasonings .and: .such
proofs. to the fate they deserve, I have to remark
that the process by which prlvate paper. and. trans-
actions on credit are dlmlmshed came once more
into operation at the close of 1818 and begmnlng
of 1819. The most extenswe failures commenced
in the cotton trade, bemg that in. whlch the excess
was ﬁrst and most decidedly felt and Wthh was
on the largest scale in point of amount Im porters,

the transfer of produce from the producers to- the consumers ;
and with accompanymg d1m1mshed consumption, dunng th1s
struggle, we have the appearance of general abundance If
the scarc1ty of the currency is prolonged the appearance of
general abundance will accompany it." “The facts -adduced by
Mr. Tooke will really confirm this view of the case; as a rise.
in pnces took place towards the end of 1822, either low prices
had 1ncreased consumptmn and dnmmshed the appearance of
abundance, or the cuuency had attamed its bulhon value, and
the r1se in pnces 1educed the supply and demand to tlzezr pro-
perproportlon. LML T T SR

# T cannot conceive a more legltxmate use of facts, than to
contrast-the prices of February,.1819, before the: operat;on of

Mr Peels bill, -with prices-in 1821 .or 1822, when its effects
are fully evident,. It wasnot Mr. Peel’s bill, abstractedly speak-

ing, that produced the low: and ruinous range of . prices; . it"was

the- mlsmanagement of: those w ho. had to carry it into eﬁ'ech. X
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speculators, and manufacturers, were successwely

ruined - by havmg embarked too largely, upon the

antlclpatlon of' the maintenance of the former high
“Similar dlsasters followed in
“several- other ‘branches of trade; and these reverses,
and “the consequent dlstress, ‘were not conﬁned to
 this: country; indeed it may be of' 1mportance to
observe, ‘that - extenswe fallures at Parls, Amstel-'
dam, and Hamburgh and’ other places on the

range' of prlces.

continent; in several mstances, preceded the d1s-"
asters which 'were felt here. ‘"The fall in agrlcm-
tural produce was more “slow. than in 1815 and

1816, as it was from a lower range, and conse:

quently the failure in’ country banks were not so'

sudden and extensive, nor. the contraction of their

notes ‘so immediate ; biit” still ‘the” tendency toa
d1mmutlon of thelr 1ssues must have been felt"

,,,,, At the same tlme that there wasi
s0 declded a reductlon of private; paper’ and. credit.
going -forward, “as -the 'consequence ‘of renewed
abundance of native and- 1mported artlcles. there
were conSIderable fallures connected with a recml_
from overtladmg in . shlpments to the. East and
West Indles, and to the Umted States., ThlS-

L In 1815 and 1816 ‘the destructlon of the country paperi
‘amounted, ‘as already stated, to about 37 pér- cent.’ In 1819,

1820, and:1821, it amounted to 75 per’ cent, and in 1819 and:'
1820°to 47 per cent, so that in both cases the effects were prec1sely' ‘
similar; ‘and in- myt opmlon amsmg from’ the same: cause; viz: ai

sudden contraction in the amount of the circulating medium.
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jeaction was naturally felt “in 'all the branches of
manufacture ¢ connected with the: artlcles whlch had
been the obJects of speculatlve 1mport And
again was’a very: adequate cause for a, great reduc-
tion of paper, and 'of  transdctions on credity @ oot

-« Thére was,’ thus, a combmatlon of &ll' the cn'-
cumstances requlslte to d1m n1sh that part of the
circulating. medium _which’ does - ot . consmt of
Bank of England- notes 'and ‘coin ;” (VVhy this ex~
ception? - For - the: dlmmutlon ‘of credit can’only
mean,’ the want “of " power to° get blllS dlscounted ’
Wthh 1s equ1valent to a, reductlon in. the amount
of coin, or of. Bank. notes 5) % and to increase -the
functions of :thé. remamlng part by: thie diminished:
occurrence of purchases and sales on credit; without’
the intervention of paper. And the fact corres-
ponds w1th what from prev10us reasomngs, it
ought to- be;. for there is.no doubt of-a very. great;
reduction having taken: place since:1818;»in the:
aggregate of prlvate paper, ‘and -~ transactions - on
credit. The contmuance of the same c1rcumstances,
viz. the abundance of supply, precludmg any exer-
cise to the. splrlt.of speculation, and -the Aab:sence_ ‘ _Of.

any new inducement. for 6vertradingon-an-extéii«
sive scale,* f'ully account for the conﬁnement of

* Mr. Tooke has a theory as to the cause of speculatmn andj

overtrading, that does'not seem to mé to be correct. "He- says,

“ the circumstances which' give risé to:a"spirit” of -speculation’
and overtrading are scarcity;"or; in ‘other words, deficiency of:

the supply” of > some important articles compared ‘with ~the

B
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~credit to the: accuetomed channels of. trade 5 credit
average consumptlon, and the openmg of new and extenswe
markets, or, in general of any new sources of demand e
- M, Tooke furthér adds, < that agricultural produce, which
forms by, far the largest portion;, as:well ‘as the most valuable
class of commodltres, and, whrch as it. mcludes the. suhsrstence
of the Iabourer, and supphes the raw materrals of some - many-
factures, aﬁ'ects the value of - many other commodltres, 1s that
of which any casual scarcity most powerfully contributes to'a
temporary increase of the circulation of private.paper.” P. 87
and 88... . Let us-examine this argument in relation to a defec-
tive harvest, and ‘see.if it will bear.out Mr. Tooke's theory ;
and that we may more. clearly state the case, let it he supposed
that the state of society is tha,t of barter. A defectwe harvest
would' alter the relative value of ‘corn to hats, coats,’ &c &e.
If before the deféctive harvest; a‘quarter of wheat exchanged
for three hats, or three coats ;- the- value. of wheat to hats and
coats would be as 1 to:3. - A deficient harvest ensues ; and the
quarter of wheat w1]l command four coats or, four hats, be-

- causé it is the wheat alone that has altered in quantity ; and
it'is that alteration in quantity with the same extent of dispo-
sition to consumption, that enables.the holder. of - _wheat to. get
- four hats or four, coats in exchange : ,
This state of thmgs is essent1a]ly necessary for the d.lStl‘lbll-
t10n of the drmrmshed quantlty of corn among ‘the same extent
of populatmn Wheat, therefore, bemg in scarc1ty, rises in
valué compared with ‘other thmgs “but this circuimstance alone
will operate: to. preyent cither the: ‘hatter or the tailor investing,
their: stock of: hats and coafs on speculatlon in wheat - The
obJect of both is subsrstence, and at as small a sacnﬁce as
possibler, b i nar s i St g et '

1 vy

. There; therefore, could be no motlve for specula,tmn in-corn,:

. from a- defective -harvest; beyond that necessary : for-its, distri-

- bution acéording; - to. its: ‘altered - quantrty, in-g state; of. society,
where' barter was the ‘medium of’: ,exchange,,_. The circumstances
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in those channels ~being” necessary for t:he;g proper
of the case- w:ll not: be altered, 1f we admlt of the mtroductron
of coined. mojiey . into. society. . The quantity .of coined. money:
that & country, possesses, OF can. posnbly possess, must’ depend
on the same: cm;umstances, accordmg to.which it, [possesses any.

other commodxty——the rate.of profit on its prod,uctlon From the
small bullk and great value of the precions metals, their distribus-
tion is rapldly effected, and their valuein all countries as nearly:

‘as possible on & Jevel,.and accurately proportioned to the ‘wants.

of the commumty. A defectlve harvest occur. rring; under such
cucumstances would cause a rise in the. money. price. of whea.t.

If the prop01 tlon of money and Wheat was as three sovere;gns"

for the quarter, three coats, ¢ of three hats for the quarte_f vor for:

to 3; to,coats and. hat,s as 1t03. N_ow, supp_o.se.,a‘ defegtwe'har-
vest alters the proportion of wheat to money, so-that the quarter.
of wheat commands four sovereigns ; the quarter of. Wheat' will,
also; command four coats or four hats. - There is no drﬁ'erence,
therefore, in the sltuatlon of the possessors of _money, hats, and
coats ; : they. are .all .equally. mcapacltated from speculatmg in,
wheat, because each has:to pay, 25 Per. cent; more of’ his, money

or his: commodltres for subsistence. .. . ... . . Cenes gl

R LN

If we. adnut a free trade -in cornm, a defectrve harvest would
by lowering. the value . of our. money . in. relat1on to, corn, cause
its'exportation. . Two effects would : follow the. exportation of
the coin. would plevent the same'extent of rise in the ptlce of

corn, as if the moncy had staid at home ; .and 1mportat10ns in

return for the coin. exported would also check thexxise in. prices:

Bu§ the possessor of ‘coats and hats is.in the 1dent1cal vsrtuatl,on'

of .the ‘holder. of money..: There .is a , diminished, demand, for

~ coatsand hats,:as well asmarney; from the high price of  food; and -
-~ the coats.and hats may be-exported as well. asthe money.~.. But

as;all classes of the: community‘are in the;same. situation,. there
is 10 motive, ox, éven means,.for speculation and- overtladmg. (e

L If we advance: one step further in the - axgument, and: ‘sup~

B e

P




108

'distrib‘ntion of "commoditie‘s “from' the: producers

troduced iiito the’ commumty 3 " and’ that the power of conver..
tlblllty is'so stnct a check upon‘the 1ssuers of ‘paper; ‘that ‘the
coin and’'the' paper, ‘at any’ one-time, ‘would never' be greater in’
amount than if ithe whole currency were"’ metalllc,—-a defec-
. tive harvest, occurrmg under such" cli'cumstances, “would' ‘not
have" any ‘other” eﬁ'ect than when the currency w‘s*'-‘entlrely
metallic: The possessors of" cap1tal or commodmes,
rency, “would" be in’ precrsely the same relative " situation.
There is not ‘only”an absengé of the' motwes ‘of - sPeculatron and’
overtraﬂmg. “but ther'e'1s'pos1t1vely less power 'to" do” either,
from the- high* ‘relative 'price of cofn, wlnch 8’ equrvalent to a
dummshéd power “of - accumulatmg capitals o7
- The-case, however, will' be matenally altered af we admit

into the cofnmunity:a ‘class of { persons possessed of the: power ‘of

addmg ‘to the capital rof ‘the whole' commumty, swithout that
capital bemg the" result of-a caprtal prevmusly ‘employed “in’
productron ;-suchas” paper’ money, and the: extended ‘and ex-
tendmg ‘eredit’ that accompaniesit. /It “is unnecessary ‘heteto
enter‘into tHe question of what portrons ‘of ‘currency and credit
form capltal Every man must' feel, from the: faclhty of “ob~
taining credlt, from an enlargement of ‘the currency, how
mich ‘His” powers of - speculatmg are increased.. | "The. rise’ of
pnces thit aceonipany an undue inctease ‘to the amouiit of the
curréncy mustbe- ‘general 5 and-it isthe operatlon of this prin-

: cxple that niakes thespeculations of- Lancashire and Glasgow*

keep pace with’ those-in T:ondon.  For example, when; in 1824,
the Bank of- England inicreased the London circulation 8 per
‘cent above 1828, the éirculations of ‘Lancashire  and Glasgow
would: 1mmed1ate1y follow, for:the high pricesof Léndon 'would

induce-the’ manufacturers of ‘Glasgowand LancaShu'e to send -

their’ goods there ;- and: drawmg for'the amount; ‘the very dis-
counting ‘of the bills gives that'i ‘incréase’ to “the, currency ‘that
rwill immediately: bung it to the’ level of Tiondon. - It is “this
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and imponteps.,to. the.consumers. f . In thisstate of

mcrease to the currency that generates speculatlon and’ over-
trading ; and from the principle “explained, that overtrading

, must become general, it.can never be local, or:confinedito-one

class or. .portion’ of the: community. It: does not.take . place
because . commodrtres are,scarce, -but. because moneyas abundant,
and:increased..in an- undue. -proportion. by :other than: the means
by, which commodities iare produced. - SITIRE RPN e

.- If this reasoning: be correet,. it. negatlves the, 1dea that gene-
ral speculatron and overtrading : are:a.necéssary consequence of
scarcity,; ;and leads. to theopposite conclusion; that: ‘abundanice,
rather, than scarmty, supposing th# amount of currency the
same, is the time . when speculations,:from the investments” of

real capital, will:be mnade;;, that is;: when'the' prices:of’:commo- .

dities are; so, low. as -to..be.near the .cost of their: productmn.
Now, this i is preclsely the state of..the money market, or of the

holders of amoney,: who, when - their-commodity is.:abundant; -

begin to;speculate on the means of lending . it..  There can be

~no real; drﬁ'erence between the- producer of money, and: the pro-

d\ucer.;of corn.. »I‘f ' money, were scarce, it will be .adnntted ‘that
there,would be no_speculation,and. overtrading in. -xn'cmey:f 5 and,
why should.there: be speculation and ‘overtrading in corn—an
essential of life, because it is dear; when subsistence can only
be obtained .by; the sacrifice' of :those méans ?that_?-may;purohase

other, enjoyments,. or.go, towards;aceumulation. - That a’scarcity

of corn-should ‘raise its price,-is not, only; nat,urdl, -but :it.is; ne-
cessary, for .the: distribution’ .of .the article in, .propo'rtion;- to. the
wants of .the commu‘nity;- SO'that, it may.be:eked - out - for :the
support. of the ‘population.., Individuals will invest .capitalin
such a_speculation, :.and. they. ‘may: be; fortunate ;. others may
exceed the bounds of - prudence, and:be rumed but here, -as.in
every: other .case; the - degree’or: extent ‘of : the’, speculatwn will
depend on the facility and extent of credit that can: be.obtained ;

: 1f' $0,:the: principle of: ispeculation; .. ending in; general over=

trading, has its origin:in; the state o the- currericy, and;; might
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things, there is less' comtipetition of - borrdwers, and

consequently a reduction of the rate of interest;

_be prodirced at any time; ‘and in‘ any staté of the’ supply and
demand ‘for commodities. - In confirmation “of this opinion; I
haveé only: to réfer the reader to.the' state: of ‘the" élitrency in
1820, 1821 and 1822, ‘when there: was o' speculation: tha
attracted pubhc attention ; -when' the- bullion’ valué of: ‘the cur-
rency was' so-higly as'mot to* genérate that Spmt and ‘to 1824«
-4nd:1825, when: we had an’ addition to the' ¢ currency that gave
such afearful latitude to’ the energy of speculatlo‘d' a.nd ovéx‘-
tradlng RETSTEITRR PN 2 i e el

. T]ns prmmple, as expounded by Mr Tooke, seems ‘to riié
to:ber 1neons1stent Wwith. fact 'and : w1th sotind reasonmg
general or universal abundanice could evér suddenly (that i is in
orie “or: two 'years; to give’ ‘Mr: Tooké the:wholé advantage'of

E his:argument) be' produced disconnected with; and- mdependent

of, the amotint of: curfency, why should if aﬁ'ect pubhc ciedit;

or lead to a -destruction of the:amount of papet” and creéht‘

arising ‘from such ‘abundance?- If the: abuiidance was the pro-

duction of prevmus1y employed:: cap’ital-—the currency remaitl |

ing the'same, pricesiwould certainly fall ; bit the. whole extent

of :the evil would 'be a réduction in'the rate of profit upon the .

capital so-employéd: o suppose;, theréfors; that' abundance
should: cause’a reductmn of paper ‘and trarisaetions on’ eredit; i

supposing: that. rcapitalists, *carried ‘on production  utitil ‘they
made a sacrifice of all:profit; and of eapitals to that extent, that
was really i 1n3unous “to. their pubho ‘eredit: + But it'i's'ﬁot only
unnatural t6 suppose such 4 state of: thmgs, biit it is at variance
with all ¢ experlence ‘and- pnnclple to suppose 1ts existérice to be
general. The extenti of the' speculations in' guiestion, ‘thére:
fore, must have' depended upon the' extent of credit to be: ob-
tained’ from ‘an’ inicreads of * the cn‘culatmg ‘mieditingy and its

* destrubtion, upon the" d1m1nut1on of ;such accommodatlons, b}’,

the! red‘uctxon it the alount of the'currendy. - = il

/

S 111

the reduiced rate ‘of interest again tending to dimi«

nish the cost of produétion, and thus’being a fresh

element of cheapness. It is perfectly clear, there-
fore, that by the con301nt operatlon {of thesl eauses,
the restoratlon of . the value, of th b, seurrency, was
1nev1table, unless indeed, which was hardly: proba-»
ble, an overwhelmmg and’ unprededented increase
in its issues Were pul‘posely resorted t "hy the Bank
of England To prove that the causes were
amply - sufﬁment to occasion; a restoratlon of :the
value of the crrculatlon, without: afly: contraction:of
the baSlS of the currency, it ‘is only” necessary to
refer to the declaratlon of the Governor ‘of ‘the’
Bank, who stated in a Court of Proprletors on
the 21st of March 1822 that % if the. Bank had
erred lt ‘Was' not ‘on the 51de of a reductlon of the

—————

amount of thelr 1ssues, he found that on the 9th of
March, 1822, their issues exceeded by the sum of
3,859,000/., those of the same. date in the precedmg
year (9th of- March; 1821) ‘and-that the lattef
exceeded the issues of the 9th of -March, 1820;’ by
the sum of 3, 440, OOOI It was,. theref'ore, qulte
clear, that the repayment of the government debt,
called for in July, 1819, did not induce the Bank
to diminish their issues; for:they had beefi ‘in-
creasmg them in the years Whrch had sitice fol—
lowed » o ' ,
In answer to a questlon from a proprletor, the
Governor added « that.the account of issues from
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, Whi’éh he. had quoted, of. course included Athe sove-

rexgns 1ssued by the Bank.” *.

by the Governor of the Bank i m March 1822 thh any docu-
 mients presented by the Baik to Parhament ‘and the followmg

statement exhibits.a very different result Lo

The average amount of Bank of England.

No 21, tvas 22,6&6 487[ of' Whlch there Were il

notes under 51. amountmg to .

R R A ] ve oo

© £6,507,970

“The averagein 1821, by Parhamentary Papér; 1 b
- 'No.:672; was 23;4360, 0151, of which there were::: > 2

- notes under 5/..of ... ... B TE

6,549,755

So that the mcrease in 1821 above 1820, is. .

only 7 89,528l m place of 8, 440 000, as stated

by the Governor of the Bank. " Now it was not
il May, 1821, that the Bank ‘Had the'option

- of ! issuing - gold ;' so: that:-we ;may ‘presume, by ~ = . ...~
March, 1821, she. had. not added” the difference . ..
‘between 789,5281 and 3, 440 oool to the cu‘cu-v

latmn in soverelgns

In 1822, accordmg .to Parhamentary Paper, :

" No::819; the-average c1rcu1at10n of ‘the’ Bankin "

March was' 17,778;2871., of which . were notes
under 5L

e

..’-...3-[..3-.-.&..

Maklng a reductlon of 1[ and Ql nOtes fl‘omf ;. g
Ui "5;24‘9,?85

1821, of .

+ Which 1fadded ito the’ . O ‘»; IUESUNE
- Will:makeithe:aggregate:of notes and coin, the * "=
latter _being a suhst1tute for: the notes of . ll and. -

2l Of......' .................... cevena
Which is less than the amount of 1821, by(
- Though greater than in 1820 by

dasn

emaes ]

1,300,370

17,778,257

28,027,642

408,443 -
S 98,085

And an ex-Bank Director, has  made a,declara-
tion to a similar effect in print: .« With regard

By this analysis of the issues of the Bank from the ré-

turns made ‘to Parliament, there does'not seem ground for siip-'

posmg that there had been an increase of issues,. comparmg
the ch Ma,rch 1821, w1th the 9th Malch 1820, of a sum of
3,440,000, ; ; for prevmus to May, 1821 the Bank had 1ot even
the oplzon ‘to 1ssue com, untll authouzed by the bzll passed in
the session ‘of 1821 to give her the optxon of 1ssu1ng com
instead of 1822, as fixed: by Mr. Peel’s bill. :

With regard to the comparison. between the -
9th March, 1822, and the gth deh 1821, ofA o
an mcrease of 3 859,0001 it may be conect, by . ,
supPosmg, that the Bank had made 1ssues of <
coin beyond the amount ‘of 1. and 2l. motes. -

The amount of 1/. and 2/. notes in urculatwn in

March 1820, was ..............¢ivuiliin. £6597,970
In Malch, 1822 L e . 670,632
Withdrawn . ... . iie s i 5,027,338 °

sl s
- Add the circulation 9th March 1822 .. ... . 17,778,287
23,705,625
Deduct the issues of 1821 e - 2'3,4:36,015
, 260,610
Add issues of coin to make up the excess stated 9
by the Gove1n01 in 1822, over. ]821 ......... - 3,589,390 k

£3 859,000

It would have been hlghly satlsfactory had the Governor
quoted from documents to which the public have access, an
eITor on a matter of such importance qhould if possﬂJle, be

avoided, as conclus10ns have been drawn flom it that other-
wise would not. .
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to: ‘the eﬁ'ect ‘of : Mr.: Peel’s' blll -on- the Bank of

: England ‘1. can state, from having been in the di-

rection during the last two years, that it has been
altogethel a :dead: letter. It ‘has- neither . acce-
lerated not retarded- the return to cash payments,
except as,’ by mdeung the repayment of ten mil
lions of Exchequer b1lls to the Bank, it enabled it
to - expend those - ten mllhons in the purchase of
bullion without-in any way curtalllng its other
“advances. ‘The Dnectors of the Bank of England
‘as pla1n practlcal men,’ w1th0ut turnlng to the
right hand or to the left, as converts to the new
doctrines promulgated by the Bullion Commlttee,
and by so ‘doing have already thrown into- genexal
cn'culatlon, within ' the ‘last twelve month more
than elght mllhons of sovereigns,. without' havmg

d1m1mshed except in the most trifling degree,

the usual average of its- otes of five, pounds and
pwards

e Acco1d1ng to these statements, then, the effect
of M1 Peel’s bill on the conduct of the Bank was

; altooether a dead letter ; and I ﬁrmly believe it to
have been so. So strong, ;ndeed Was the tén-
dency ‘of the causes which I have enumerated to
Jjmprove the value of the currency, the amount of
the basis of it remaining the same, ‘that it would
‘have 1equ1red 4 great effort on the part of the
Bank avowedly, and of settled purpose, to pUt
1tself out of condltxon to fulﬁl its engagement°
Supposme; the Bank Dnectors to have been ca

115

pable of entertaining such ‘a design, which I.do
not believe, “they Would hardly  have ‘taken ‘the
responsnblhty upon ‘themselves of camymg it into -
effect without'the sanction of the leglslature ‘Not
only therefore ‘was Mr. Peel’s bill ‘in smy ‘opinion
wholly inoperdtiveto Gccasion, oreven hasten; the
restoration ‘of ‘the valie ‘of Bank - ‘paper; - but it
would ‘have required, in order‘to ;prevent that re-
storation, a solemn Act of Parliament for the pur-
poseof débasing the standard.” P. 154 to 168.

“In the quotation that T have thus made from
Mr. Tooke’s work, will be found the theory -of his
principles ‘upon high ‘and low prices, from 1815 to
1823, fl’Om“‘vv_hiCh I differ. In 1815 and 1816, as
‘hds 'been already stated, ‘there was a contraction of
:t‘he general currency of the country, by the Bank
of E‘n'glan‘d and countryfbankers,'to the extent of
about 18 per cent. "The effect on prlces, as a‘con-
sequence, -is generally admitted, and may ‘account
for that forbearance ‘and ‘prudence in the export of
commodltles, that Mr. Tooke mentions in the first
paragraph T ‘have.quoted. - There had been great
individual losses from the effect on prices ; and it is
very probable, that whatever exports were made
by merchants of capital, from the low price’of.com-

modltles, was done on ver y advantageous terms,

and may have tempted othexs to engage in the |

same speculatlons the natural eﬁ"ect of such ex-

Portations would unquestlonahly be to-raise prices ;

but this effedt- again: would ‘be to check 'expox ts,
12
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and consequently to stop. that “ creation of private
- -paper, and the multiplying of transactions on cre-
dit,” that, Mr. Tooke, in the second paragraph,
states, would “have been felt in a general advance
of prices in 1817, if there -had been no increase
whatever in the circulation of the Bank of England.”
" It is of great importance to observe, ‘that the
first rise of prices in 1817 (agricultural produce
excepted, a part of the rise in which may be ac-
counted for by the defective harvest of 1816) was
co-existent with an increase of the ‘general currency
of the Bank of England and country’ bankers to
the extent of 13 per cent, besides the gold issued
in this year by the Bank of England ;¥ we cannot
“accurately state the extent of the issues of gold;
but it is pfobable that, with the gold, and the ex-
“tension of paper, the currency was augmented
above that of 1816 about 20 per cent. That a
« creation of private paper, and the multiplying of
“transactions on credit,” would follow, not precede,
as 1 think Mr. Tooke erroneously supposes,
" this addition to the currency, I think, cannot be
“doubted.

#* The Bank coined of gold in 1817 and 1818, 7,187,711
(See account, p. 321, Appendix to the Report of Secrecy)
’ House of Commons, 1819.) The greater pmportion of which
must have been issued in this and the following years; for the
first Report of the Committee of Secrecy, in 1819, recom
- mended ‘the expediency of passing a bill, restraining all pay-
ment in gold coin until the Report shall have been received.”

!
i
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I am of opinion, that if the currency in 1817
had been maintained on the same level as in 1816,
we should have had no such augmentatibn in
general prices as’ Mr. Tooke supposes (e){cepting
agricultural produce from the deficient harvest of
1816) would have taken place, even * if there had
‘been no increase whatever. in the cix‘culatioﬁv of
the Bank of England.” ' General prices cannot

 rise, unless the medium in which commodities are

valued is altered ; here we have an increase to the
currency of about 20 per cent, and pribes rise ac-
cordingly. The facility of obtaining credit, under
such circamstances, gives rise to speculations ; és,
they proceed, the demand for .currency is daily
augmented, and prices may for a time, from sp‘e-
culation, very considerably exceed the actual in-
crease of money. :

Mr. Tooke admits, that the increase to the
currency in the first six months of- 1817, which
I have already proved to have been much greater
than he supposed, was excessive ; and censures the
imprudence of the Bank for a further extension of
two millions in the last six months of the year.
“Such an enlargement of the basis of the cur-
rency,” Mr. Tooke observes, * co-operating jWith
the causes favouring the extension of country
bank nptes, and private paper generally, tended
certainly to accelerate the rise of prices of such

. articles as were in a relative degree of scarcity, and

]



118

to pl'omote the splut of speculatlon and over-

tmdmg

- It.appears to me, that Mr. Tooke, in his conclu-

. sion;, has mistaken an- -effect for a cause. . The rise
of prices; according to Mr. Tooke, in: the: begin-

ning of 1817, was the effect: of speculatlons In

iy .view. of: the case, it ‘was_the increase of the:

currency that was the cadse, and speculatlons fol-
Jowed as ‘an effect arising from:that cause.

..If the eurrency: of the country had been entirely
gold when no_ rapid increase could be made to its
amount; general prices. would have- remained sta-
tionary . (excepting agricultural produce, from the
bad harvest of 1816); there. .would have been no
unidue motives for speculation ;-but add 5, 10, or 20
per ‘cent to the currency, and we shall at once call
into action all the motives for speculatlon that.
attend rising prices.. SRS C

~In 1818 we had a further increase to. the amount
of -the: currency of about 20 per cent, and prices
maintained their high'range. To thls continued and
progressive increase:to the currency, I atiribute the
whole of that spirit of speculation which Mr. Tooke
mentions, which,. ¢ having been so- fully excited, did
not .immediately subside with the cessation of the
original- impulse.” To Mr. Tooke’s reasoning on
the.state of the harvest in. 1818, I do not attach
much importance; as any specu]atlon in agrlcultural
produce must, sooner or later, yield to the ‘general
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principles of a sound currency ; in the present, case.

prices. did not so. yield, until. there ‘was a very con-
siderable, contlactlon of the. currency, and then

prices and speculatlon found their level - 1n the.
country, - It is of . the greatest 1mportance to.

observe the commdence between the. contraction of
the currencys, the fall of prices, and the termlnatlon

to the spirit. of speculatmn they are in constant.

and uniform. keeplng W1th each other .
- In 1819 the average issues, of the Bank of Eng—

land were reduced comparmg the ﬁlSt w1th the,

last month about 16 per, cent, and the cxrculatlon

of the. country notes 15 per cent makmg the"’

genelal contraction about 15 per cent - Now, let,
any .one for a moment imagine,. what Would
be, the state of a country that lost nearly one-
seventh of 1ts carrency in twelve monthsY There
could no surprise exist that prices. fell no one
\Vould thlnk of tracmg the -low prices to abund-
ance, more, partlcularlv, as in 1817 agucultural
puces Tose, - from scarmty, ahove 100 per cent.
Yet thls is the doctrme Whlch Mr Tooke main-,
tains. I thlnk, 1f Mr. Tooke had been aware
that s0, great a contractlon of the currency had
tdken place, he would have modlﬁed hlS ﬁtatement
in page 160. : :

Wlth 1ega1d to, the abundance of commodltles

.....

a 1easonahle explanatlon of 1t The lmports of

.........

sdk Wool cotton, hemp, tallow, and lmseed, in
1,,8:1‘6 1817, and 1818 neally doub]ed their

v
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 amount in 1818, compared w1th 1816. Now, i
1815 and 1816 the great contractlon “of our cur-
1ency, and the general derangement of commercial
transactions arising theref'mm, would necessarily
check the 1mportat10n of ‘these articles f'rom the
low prlces in our market; but’ When the ' currency
was augmented in- 1817 and in 1818, and prices
rose, forelgn countries Would avail themselves of
these prlces, ‘and throw thelr whole’ accumulated
stock upon the malket. “Bub if our’ currency ‘had
remained in 1819 as in 1818, T do not see that
prlces would have fallen” to the extent they did
from that abundance alone. It is one of the evils
attendmg an extended paper currency, even though
payable in gold on demand, that its' contraction
iay, from peculiar circumstances, be very sudden,
and attended with a complete derangement of the
common transaction of buying and selling’; this de-
rangement is not only internal, but must likewise
affect all e‘itemal or f'orelgn commerce. ~ No man
likes” to buy while prlces are falling ; and for the
same reason, no man can sell. 'Mr. Tooke has
véry accurately descrlbed the sort of resistance to
a change, whether from a’ low to high, or from
high to low prices, and the dlﬁiculty or imprac-
txcablhty of effecting sales, unless ‘at a difference
Cin price, (whlch the buyer in the one case, and the
seller in the other, are not yet prepared to submit
to‘. Durmg this struggle, all arucles, exceptmg
those for 1mmed1ate consumptlon ‘are nearly un-
saleable : that is, during d progresswe . contraction
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of the currency, and a consequent augmentation in
jts value, the power of exchanging commodities for -
currency, as well as the “disposition, from fall-
ing prlces, is diminished ; and with. these causes
operating, a dxmlmshed consumption ensues, and
suddenly there appears a relative abundanee of
commmodities, in relation to currency. Now, in
the Tatter- end of 1815 and 1816, these - causes
were operating. But in 1814 and 1818 we had
a very decided increase to the amount of our cur-
rency, and a consequent rise in prices. Internal
commerce was rev1ved and with it, foreign com- -
merce, from the rise in prlces, was prodlglously
increased; and it could be increased, from the
stock remaining on hand from the fall of prices,
the diminished consumption, and the reluctance to
submit to the sacrifice, in the precedmg years of
1815 and 1816.

In 1819 we have another state “of thlngs  Mr.
Tooke observes, that the process by which pri-
vate paper and transactions on credit are diminish-
ed, came once more into opel ation. At the close
of 1818 and beginning of 1819 ;¥ the most exten-
sive fallures commenced in the cotton trade, being

* The process by whlch transactrons on credlt are d1m1msh-
ed—that is, the power of obtaining money by the discount of
bills, can only mean the refusal of the possessors of money to
“discount bills; so that the process of reduction resolves itself
into a question of currency entirely ; it is the want of power
to, 6btain money, that checks the creation of pnvate paper,
‘because, accompanying the diminution of money; there is a
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1

that in which the excess was first most decidedly
felt;. and which was on the largest scale in point of
amount.® Importers, specu]ators,‘ and manufac-

wnespondmg check given to the transfer of COmmostles,
prices fall; and the creation of pnvate paper céases.
*-As I conceive it of the greatest importance to attend most

accurately to facts, in.any matter velating to prices and curren-

cy, I think it proper to notice, from Mr. Tooke’s table, the im-
ports in 1816, 1817, and 1818, the proportlon of the imports in
1816 comj)ared thh 1817 and 1818, p. 162.

IMPORTS. - o ,
1816, Silk.......... 1b. 1,137,922 - - . Per Cent.-
1817, Ditto .. ...... 1b. 1,177,698 Increase .8
1816, Wool ........ To. 8,117,864 o
1817, Ditto ........ Ib. 14,715,843 Increase 8l
1816, Cotton .. ....bales. 870,000
1817, Ditto .:....bales 477,160 Increase 28‘,—9
1816, Hemp . .....tons 18,473 - - SRR
1817, Ditto., ......tons 22,863 Increase 282
1816, Tallow ......tons 20,835 ~ o
1817, Ditto ...... tons © 19,193 Decrease - 7-88
1816, Linseed......qrs. 70,802 T
1817; Ditto........ qrs.- 162,759 Increase - 129%
1817;.Silk . ..... ve. b 1,177,603 C
1818, D;fgtq ........ 1b. 2,101,618 Increase 784
1817, Wool ........Th. 14,715,843
1818, Ditto ........Ilb. 26,405,486 Increase 794
1817, Cotton'.~....bales 477,160 g : .
1818, Ditto ...... bales. 655,800 Increase 373
1817, Hemp ......tons 22,868 = - o
1818, Ditto ... ...tons 33,020 Increase . 444
1817, Tallow .....:tons .- 19,198 =~ - a
1818, Ditto '......tons - - 27,011 ‘Increase’ 407
1817, Linsced .. /. . quss 162750 - -
1818, Dltto,.-..:.';; q'rs. : 237,141 - Ineresse .457'
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turers, were. successively ruined by having embarked

too Iargely upon the anticipation of the mainte-

nance of the formerrange of prices. Similar disas-

ters followed in several other branches of trade; and
these reverses, and the consequent distress, were not |
confined to this country: indeed, it may be of import-
ance to observe, that extensive failures at Paris,
Amsterdam, and ~Ha,mburgh, and. other pla‘ces;‘Qn
the continent, in several instances preceded the
disasters which were felt here.”

Now, - Mr.. Tooke reasops that it was the

abundance of imports, that led to the disasters he
here mentions ; but, if the amount of the currency
had remained the same in 1819 as in 1818, 1
contend that. no such fall in prices would have
occurred. In 1817, imports were. decidedly in-
creased above those of 1816, and prices continued
to rise. If Mr. Tooke’s reasoning were. correct,
prices ought to have fallen, when, in five out of
the six articles he mentions, the increase on an
average was above 40 per cent, the tendency of

pear, that with the exception of tallow, the imports of cotton
were the least in point of quantity. It appéars to me, that Mr.
Tooke, in the whole of his work, has not given sufficient atten-
tion to the actual amount of the currency, and its effect upon
prices. The chief object in analyzing this table of imports is
to show the rate of increase during a\period' of the pro-
gressive extension of the currency ; confirming the view which
I have taken of the subject—rthat such increase of imports was
a consequence of that increase in the amount of the currency.
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prices ought to. have been dow.nward; but : Mr.
Tooke states, “that through the autumn of 1818,

" and into the winter of 1818 and 1819, when
many articles unsaleable from excess, were still
quoted at nearly as high prices as they: had attain-
‘ed in any time in 1818.” "= ,

' Now, what were the facts of the case as to the
state of the currency in the period in question?
In 1819 we had a progressive diminution of the
issues of the Bank, so that, comparing January with
June, the issues were diminished 10 per cent; and
comparing January with December, they were dimi-
nished 15,2, per cent.  The circulation of country
bankers was diminished in 1819 about 15 per cent
compared with 1818, making about 15 per.cent in
the whole. Surely such a diminution of the curren-
cy should not have escaped Mr. Tooke’s attention;
had he observed it to its full extent, I am sure,

from his known 'candour, he would have given it
its ‘due influence upon prices, and not have attri-
buted the whole to excessive abundance;. an
abundance, by the bye, so sudden as should have
startled him as to the probabl‘e cause of its exist-
ence. That it was an abundance relative to a di-
minished currency, 1 think will be admitted ; but
which would not have been so apparent; if at all,
had the amount of the currency remained through-
bu'_t,‘;1811.9 .as it .was,_in_ 1818. On the contrary,
from the ..probable exhaustion of accumulated
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stocks, and the consequent diminution of - supplies,
prices would have risen, or have maintained their
former level. , D

1 cannot, therefore, agree with Mr. Tooke, that
the continuance of the same circumstances, ; viz.
abundance, or, at least, adequateness of supply,
snould preclude any exercise of the spirit of specu-

lation on -an eéxtensive scale. On_the contrary, I
would maintain, that if the sEirit of sEec'ulation

was to be roused, it would be when prices_are
NIRRT

low, not_high. If the question was reasoned in

relation to a currency entirely metallic, which

could neither be suddenly increased nor contracted,
and low prices from abundance existed—increased
consumption or increased exports would be the
natural mode of relief, and the transactions on
credit would rather be increased than diminished.
But the case becomes completely altered if the
currency is diminished 15 per cent, and commo-
dities remain,the same, or increased. Before the
‘contraction of the currency, every man’s credit, if

I may be allowed the expression, was at par, or

100; after the contraction, and before he could be
prepared for its effects, it is reduced to 85. The
consequences must be, (for every man is supposed
to trade to the extent of his capital and credit,)
embarrassment, bankruptcy, and ruin; and Mr.
Tooke, though from a different mode of reasoning,
admits that such were the consequences in 1819.

In further confirmation of the view I have taken
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‘of ‘the cause of speculdtion and overtrading, -de-
. ‘pending: eritirely on the relative abundance of the
curréncy, I have only to refer to the recent and
present state of the commercial ‘and trading com-

‘munity. o 0
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- CHAPTER VIIL |

On the effects prodhced by M. Peel’s 'b:i‘ll, as connectéd Wi_th
the principle of speculation and overtrading. '

IN the preceding chapter, I have endeavoured to
show, thit the peciliar state of the markeéts, as'to
supply and ‘demand, and ‘prices, was a state of
things produced by alterations in the amount of

the currency ; that these alterations were of suf-

ficient magnitude to derange the ordinary state of
commercial credit, and led to a fall of prices, pro-
ducing the most distressing results throughout the
country. . B

To this opinion, there is opposed that of Mr.
Tooke, who attributes the fall of prices, and de-
struction of public and private credit, to the exces-
sive abundance of all commodities in the market,
excepting that fall, that would accompany the rise
in the value of the currency, by the fall of gold to
its mint price. Mr. Tooke has endeavoured to
strengthen his view of the case by quoting the
speech of the Governor of the Bank. ‘

Unless that speech could prove, that from the
beginning of 1819 there had been no diminution
of the iéshes of the Bank, which it does not prove,

it cannot possibly support Mr. Tooke’s view of the
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case. His quotation from Mr. Turnet’s work is
_equally ‘unsatisfactory, because, if it proves any
thing, it proves a contraction of the currency. M.
Turner states, that © with regal‘d to the effect of
Mr. Peel’s. bill on the Bank of England, I can
state, from having been in the direction durmg the
last two years, that it has. been altogether a dead

letter. It has neither accelerated nor retarded the -

, return -to cash payments, e:z'ce])t as, by ordermg
the repayment of ten million -of Ewcheguer bills
to the Bank, it enabled it.to expend those ten mil-

“lions in the purchase of bulllon, w1th0ut in any
-way curtallmg its other advances. *

Now the questlon at issue is not What the Bank
in relation to its usual advances to the- pubhc did;;

- the questlon is, was the ecurrency contracted as.a

consequence of the ;passing. of Mr. Peel’s bill. Mr,
Turner satisfactorily answers the. question. The
repayment of ten millions of Exchequer bills to
‘the Bank was the: consequence of that measure.
Now, let any one-reflect. for a moment,. who is
acquamtcd with the pr mmples of currency, what

must necessamly be the effect of the Govemment

* Mr Turne1 states, that the 1epayn1ent of ten m1]11ons of
Exchequer bills by the Government to the Bank enabled the
latter to purchase ten millions of gold. - But I shall Tave occa-
‘'sion to state that the Bank purchased about twenty millions of
gold in 1820, 1821,.1822, and 1823, ‘Now, what 1. contend
for is, that the Bank could not have issued ten additional nil-
hons of paper, in the purchase of gold but for the destmctlon

as al)ove, to
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collecting out :of the circulation of London, the
sum of ten mllhons of Bank of Eng]and notes,

~and paymg them ‘into the Bank for ‘Exchequer,
bills. 'Let it be admitted, tha,tjthe, paymentsto .

of the countly circulation, followmg ‘the ﬁrst and’ great con- e

traction, of the issues of the Bank in'1819.
The country circulation .in.1819..was reduced. .:

below that of1818,‘..1...'....;.. ' : 5€3 1410'l2““
.............. 5

In 1820, it was redutced below that of 1819 '5 590 000 :

In 1821, it was reduced below that of 1820. ... ,353 080 '

And in 1822 it was reduced l)elow that of 1821 . 347 013 :

——

e At 12,43021&

Add to tlus the repayment of Exchequex bllls to
the Bank v

3! ; 22,430, 21 8
In 1818 howeve1, the country cnculatmn was in’

excess, and let it be supposed tha.t it was 50, to the
whole extent of the contractlon m 1819, amountmg,

' 3 126 700

G1vmg the Bank the. power of! i 1ssnmg . 19,308,518
of notes in the ;purchase of gold; which- agrees very neally with
the actual amount pulchased The. ob_]ect of this statement is
to show, that the Bank could not have issued more fm gold than
the repayment by the Government, had it not heen for the voxd
made in the genelal currency by the extensive contractlon of

the country : circulation ‘in ‘these . years. - This statément,’ I

think, is calculated to throw much light- upon : the: ‘staté -of

prices thloughout the years in: questlon, and further conﬁrm :

my general reasonmg as to their true cause. It tends to prove

how completely the Bank of England has the power over the
tountly circulation,” " ’ ;

K

10 OOO 000
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the Bank were gradual, say one million ‘monthly,
which was the understanding between the Bank
and Government, still the effect upon the circula-
tion, credit, and general confidence, must have been
prodigious. The contraction would proceed until the
‘exchanges were raised, and -gold imported. It is
during this interval that the ‘mischief is done.
The whole fabric of -commei¢ial credit is shaken
to its basis. It commences in London, and like an
electric fluid, it is felt at the remotest corners of
. the land. ‘When the Bank: puu,hased gold with
her paper, and not till then, the circulation would
begin to be extended. The scarcity of money
~ operates upon every man’s medlt-—creaung a want
of conﬁdence———producmg a dlsposmon ‘to borrow,
but a- stronger one not to lend thus, in fact, ren-
dering the currency more scarce and valuable;

every one who has the means leservmg them for

his own wants. That such were the consequences
that followed the repayment of the ten millions of
Exchequer bills cannot be-doubted. Indeed, if such
consequences had not followed, it would ‘have been
clearly 1mp0351ble for the Bank to have issued ten
mﬂhom of papel in exchange for gold If the
cunency had not been forced considerably above
_par;, by the destruction of -the -countr y circulation,
followmg the contraction of the issues of the Bank,
it would have been 1mpossﬁ)le that the latter
should haye 1ssued S0 much _paper in exohange for
go]d The attempt would have been met by a fall

Kl
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in the exchanges, and a check to the importation
of bullion.- To admit that the ten millions could
have'beerl so issued for bullion, admitting‘that
there was no -other abstraction from the genel‘él
amount of the currency, would be to admit that
the same amount of paper, by the Bank, could
have been kept in circulation, as in May 1818,
with the exchanges above par, and gold at-its Mint
price.  For the argument supposes, that the paper

is issued, and the gold depos1ted in the coﬂ‘"exs of .

the Bank. . » :

It was the operation  of the 'same cause that
enabled the Bank, in the years 1820, 1821, 1822,
and 1823, to amass a treasure in gold and silver
much greater than she perhaps ever possessed at
one time. It has been estimated at from ten to

fifteen millions ‘stelling, ‘and this, ‘independent of

her issues of soverelgns to replace the 14. and 24.
notes. ’ ' ‘

If the destruction of the country circulation, to

the enormous extent that it has been stated, had

_ not taken place, it would have been impossible,

upon any of the known principles of currency, for
the Bank to have issued so much paper in exchange

for bullion.” In the first place, the currency must
have been above par, that is to say, all the foreign
exchanges must have been favourable to England,
otherwise gold would not have been imported, and
$0 much-above ! par, that-w:th'e\-whole-issues_ of the
Bank in exchange for gold did not turn the ex-

N K2 -
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changes against us. It was not until July, 1824,
that the exchanges became unfavoql’able» to Eng-

Jand, and the exportation of gold began. Silver

rose from 4s. 11.1d. to 5s. 01d. per .>'oz., being a
rise of 1-&2; per cent. SR

' T cannot, therefore, agree with the Governor of
the Bank, with Mr. Turner, nor with Mr. Tooke,
that Mr. Peel’s bill was a dead letter. Mr. Peel’s bill
was to restore Bank notes to their metallic'value.
Fhe object of his bill was obtained, and therefore
it cannot be considered as a dead letter. Measures

‘had been taken by the Government and the Bank,

as early as May, 1818, to restore the paPe.r to its
metallic value, by the payment of five mlll.mns of
Exéhequer-bills to the Bank. In my opinion, the
effect. of withdrawing half: that amount from the
curren’cy' would have produced' the desired effect,
had the repayment of the Exchequer bills not been

_entirely counteracted by the issue of sovereigns by

the Bank in exchange for notes issued previous to
the Ist January, 1817. In 1817 and 1818 the

Bank coiried'upwards of seven millions of gold,

which was purchased, judging by the state of the
foreign  exchanges, in the latter end of 1816 and
vbeginning of 1817. This treasure must have beejn
‘nearly expended by the end of 1818%* for a bill
was passed early in 1819 to exonerate the Bank
" % By the Report of the House of | Lords Tg)h the Aﬂ'airs. of
the Bank in 1819, the gold paid - by . the Bank: amounted " to
6,809,000. . P. 4 of theReport, ‘ ce T
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from such payments. = The effect, therefove, of
repaying five millions of Exchequer bills to the
Bank from May, 1818, which, by the Report of
the House of Commons on the Affairs of the Bank

in 1819, was carried only to the extent of four

millions.* was fruﬁrated‘by»_the measures of the
Bank'DirectoyrsgL which is to say, that their isstes
of coin exceeded the répa}flhentsﬁ to the Bank, and
the value of their paper fell, rather than rose, in
relation to gold. In April, 1818, before any re-
payment was made, gold was 4/ 1s. and silver
5s. 4d. per oz., the exchange with Paris 24.20;
and in December, gold was 4/. 1s. 6d. silver 5s. 6d.
per oz., and the exchange with Paris 23.65.
Gold rose 12s. 4d. per cent, silver 8/. 6s. per cent,
and the Paris exchange fell 1 per cent.

It is quite clear, therefore, that the principle of-
Mr. Peel’s bill was attempted to be acted upon by
the Governinent in 1818, and its effects frustrated
by the measures of the Bank. In 1819 the same

* See Report of the House of Commons, p. 8.

T Besides the issue of coih, Mr. Dorrien, in his evidence
befqre the House of Commons’ Commit.tee; stated, that in con-
sequence ‘of the 'fepaymént of the four millions in 1818 to
the Bank, the Bank had issued the whole, or greater part,
in discoun’t‘s\to merchants, the demand for discounts increasing .-
with the Payments by government, that is, ‘the rate of in-
terest rose by the contraction of the currency, or in other
words, bill bréke;'s not beihg able to supply the demand for dis-

counts, the bills were cdrried to the Bank., See p. 31 of the

Evidence. , .
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measure is put in practice, and to the same extent,

.viz the repayment of five millions more to the

Bank, under the sanction of Mr. Peel’s bill, and
with the desired effect. By the 1st of October,
1819, gold and silver were reduced to their Mint
prices, and the exchange with Paris rose to 25.55.
" The contraction of the curreuncy, therefore, did
not begin until early in 1819, and it is admitted
by Mr. Tooke, that the fall of prices was not

‘apparent until the winter of 1818 and 1819,

when many artieles which had become unsaleable
from excess, were quoted at nearly as high prices
as they had attained at any time in 1818.” -

Mr. Tooke, however, _beli'eves, that Mr. Peel'sbill

had, in the hands of the Directors of the Bank, been
altogether a dead letter ; that is, that it produced

" no effect whatever upon prices, egic_epting the fall of

the market to the Mint price of gold. ~Another,
and a large portion of the community, view "Mr.
Peel's bill as a sort of Pandora’s box, out of which
issued all manner of evils. That the mode of car-
rying into effect the object of Mpr. Peel’s bhill pro-
duced incalculable mischief,' I am willing to allow ;
but the principle of the bill, and the manner in
which it was made to op'erate; are distinct things;
and ought to be separated. "The first was the
measure of the legislature, the second was left to
the experience and practical knowledge of the

Bank. The great mistake that appeared to me

to have been made, was the amount of the pay-
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ments made by the Government to the Ban\k.
One million was to be extracted from the circu-
lation of London monthly. Now ,ihe whole issues
of the Bank in the first three months of 1819,
were rather under twenty millions. One million
taken from that amount was _near'l'y 4 per cent, in
the second month 4 per cent, in the third and
fourth menths 4 per ceht, and in the fifth monfh

5 per cent, making in all 20 per cent* It has

been already stated, that about 16 per cent was
the diminution of the issues of the Bank, ‘in 1819,
comparing the first with the last ‘months of the
year. It was this large and progressive diminution
of /the circulation, the consequent embarrassments
in commercial credit in London, spreading through-

out the country, and affecting largely the credit -

and issues of the country bankers, that produced
so much ruin and distress. - Speculations and spe-
culators failed, because there was no. longer the
same extent of currency. and credit to maintain
the prices of 1818.

*1 have long been of opinion, ‘that‘.y the Directors of the
Bank had but an imperfect notion of the effect upon the cur-

rency, that would be followed by even a very small contraction-.

of its amount. When M. Dorrien was examined before the
House of Lords.in 1819, he was asked, «What do you mean
by a gons.ideng,bl_e repaymentuby, Government of the advanc’és?
“The circumstance of fe-opening must be a question of
exper?menﬁ; and in the first instance, I should think not less
thdn 9,000,000/. would be sufficient to make the trial” P. 29,
Evidence. = . - oo 1o : ‘
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If this questlon was reasoned in relation to a
metallic currency, (from which there could not in

the ordinary course of commercial affairs be an

abstraction of 4 per cent, that being considerably
above the charges of bringing in, or of sending
gold out of the country) and if we suppose that
16 per cent was withdrawn from it by hoardmg,
what other would be the. effect upon prices and

credit, than that which followed the lapld con- -
_”tractlon of the currency in 1819 by the Bank.

1 must therefore conclude, that neither the Go-
vernor of the Bank, Mr. Turner, nor Mr. Tooke,
have adverted to the contraction of the currency
in the year in question. This  omission - on the
part of Mr. Tooke, I think, invalidates the whole
of his reasoning upon prices in 1819, and subse-
quent years. ' Do
The inconveniences ~ that ‘attended the con-
traction of the currency, particularly the discredit
of the country circulation, was prolonged, in my
opinion, by the purchases of gold bulhon by the
Bank. ~Had the Mint possessed a capital by
Wthh she could, upon the first importations of gold
after the contraction of the currency, have given
on demand, after a delay of twenty-four or forty-

-eight hours for- assaying the bullion, coin for it}

it would have come immediately into circulation,
and qpread itself over the country, paruculally
where the country paper was discredited, for in
such places currency was in demand. Tt may be
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answered to this, that as the Bank issued the
‘same amount of paper which the bullion could be

coined into, the etfect would be the same. - T think

otherwise ; the Bank- of England paper issued in-

London was not a substitute for the discredited
paper of the country bankers. . Until May, 1821,
gold could not be obtained ; and the stagnation of
buying and selling, that uniformly accompanies a
contraction of the currency, prevented for a consi-
derable period the restoration. of that confidence
necessary for the currency obtaining one general
value throughout the country We have a case
in point with regard to Treland in 1820. In this
year the extensive failure of the country banks
created a sudden demand for currency. A num-
ber of 1nd1v1duals brought gold bullion to the
Mint for comage, A new regulation was adopted
of giving a Mint biil for 75 per cent of any deposit
for coinage, payable fourteen days after date.

The consequence was, that nearly a million ster-

ling was coined and sent to Ireland in the space of
a few months, and assisted materially in diminish-
ing the extensive distress then prevalent over the
greater part of the island. This plah would pro-
bably have been continued if the Bank had ab-
stained from purchasing gold, but the Bank were
desirous to buy all the gold imported; and to in-
duce the importers to carry it to the Bank, it
was purchased at the Mint price, without paymg
the accustomed brokerage of an eighth per cent.
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I have no doubt, therefore, that public confidence
would have been sooner restored after the great
contraction of -the currency that followed the pass-
ing of Mr. Peel’s bill, had the powers of the Mint
co-operated to reduce the currency to its Mint value,

CHAPTER IX.

On the state of the issues of the Bank of England from 1823-
to 1825, as connected with its own mterests, public credlt
“and the country clrculatlon

I sHALL now proceed with the analysis of the
state of the currency from 1823 to the present
time; and  recent occurrences have rendered
this an investigation of very great intérest and im=-
portance. |

During the whole of 1823, the forelgn €x-
changes appear, by the table in the Appendlx, to
have been favourable to this country—that is, the
bullion value of the currency of England was
rather higher than that of France and Hamburgh.
The price of gold was thfoughout the year at
31, 17s. 6d. per oz.;* the exchange with Paris
from - 25.50 to 25.90, with Hamburgh from 37.8,
38.2 to 38.4. In the beginning of 1824 the ex-
changes began to drop, and by May the Pans
exchange was 25.40, and Hamburgh 37.6.  The

*The price of gold as quoted zmde7 the Mint price, is no
guide as to the actual value of the currency. In July, 1822,
the Directors of the Bank came to the resolution of buying
gold at 81, 17s. 6d. per oz., At the same time, the Mint had
such a quantity of gold from the Bank to. coin, that, waiting
their turn ¢ 1mporta.t1on, the importers could not leave their

~ gold fer coinage without making 2 greater- sacrifice by loss of

mteleqt by the delay in coinage, than the 44d. per oz.
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three per cent consols, which in May, 1823; were
78, were now raised to the price of 96, being a

" rise in twelve months of 23 per cent.

I shall now examme what was the state of the
lssues of the Bank in 1824, compared with 1823,

- and try and find a solution for this rapid rise in

the price of the funds. It must be remembered,
also, that it was,in the spring or summer of 1824
that .the first' decided impulse  was: given to the
spirit of speculation, that led to the formation of
so many joint stock companies in it, and the spring
and summer of last year. »

In comparing the issues of different periods of
the. Bank of England, it is of importance to com-
pare the months. of the year we are examining
‘with the: same months of the year. preceding; by
'so doing we can -perceive the progressive. increase

-or diminution of the currency, and its effects on

prlces.

 The following comparative’ statement of the
issues of the Bank is made from “ An Account of
the Amount of all the Promissory Notes and Post
Bills of the Governor and Company of the Bank
of England, -in Circulation at the Close of the
Business on Saturday in every Week, for Three
Years preceding the 6th Day of April, 1895
gether with the average Amount, or Value, thereof,
according  to the said Account, whichthe Governor

‘and Company of the B'mk of England are dnected

by the Act 55 Geo. HI chap 1845 to dohvu’ an-

141

nually on the 1st Day of May, to the Commlbsu)ners
of Stamps.

In the following table I have: compared the
monthly issues of 1823, with the same months in

1824, stating the increase per cent monthly,together

with the price of" consols, first quotation every
month, for 1823 and 1824, with the increased. rise
per cent in 1824 above 1823: -

m | - * 3
258 - . PN ] <
=,°_-{’§m' e Y 3" %%\ R
gAC g R a8 lg |E7% < B
Ty g & CTe o d SE] RR
558 | & 2T |Eg|5E| B fm,
(3] = O=gps
g8 5.9 153 e |2 K2
L - 2% |E5 5% | A B
. ) . st . . ] . T ’
Jan. ...| 19,006,476 | 19,8006,14 | 704,138 | 3% |80 | 87" | 8F

Feb. ...| 18,174,771 | 20,067,549 | 1,892,778 | 10f; | 764 | 90F'| 18f
March..| 17,389,537 | 19,008,681. | 1,754,144 | 104 | 78% | 983 | 274
April...| 18,567,423 | 20,647,449 | 2,080,026 112 | 743 | 95 | 27%
May...| 18,296,207 | 19,026,896 | 1,688,509 | 8f, | 78% | 964 | 23
June...| 17,050,414 | 19,141,058 | 2,090,644 | 123 | 803 | 943 | 17

July ...| 19,700,494 | . 21,660,973 | 1, 960, 479, 9g | 813 931 | 144

Avg....| 19,743,656 | 20,715,385 | 1,081,729 | 55 | 814 | 9% | 135
Sept....| 18,234,620 | 19,177,788 | 042,154} 5} | 823 | 933 | 135,
Oct....| 18,681,580 | 20,355,318 | 1,673,789 | 8% | 83% | 955 | 145
Nov....| 20,406,565 | 21,123,241 | 716,6767 35 | 83% | 96§ | 154
Dec....| 17,955,179 | 10,558,171 | 1,597,992 | 8% | 844 | 95° 1 12

993,239,630 | 241,323,118 |18,084,148 o19|

pe————

Average| 18,603,302 | '20,110,314 | 1,607,012 | 8}, -791%“931% 112,

From thls table 1t appears that throughout the
whole of 18 4, the issues of the Bank of Dngland

were’ m(,rcabed 'ﬂmve -those of 182% fully 8 per
e
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cent; that the increase was attended with  a pro-
gressive but large advance in the price of Govern-

" ment securities ; so that the three per cent consols,

on the average of 1824, rose 17 per cent above the
average prices of 1823. The three per cent consols,
on the average of 1823, afforded an interest at the
rate of 8l. 15s. per cent. In 1824, the rate of

‘interest- was reduced to 3/. 4s. -per cent. '

That the rise in the price of consols was conse-
quent on the increased issues of the Bank, I think
there cannot be a doubt ; that the rise. should ex-
ceed the numerical increase of those 1ssues, is what
we ought to expect. Itis the sudden abundance
of money that is the ‘main spr mg of all gambling

tr ansactions in our f'unds, and in articles of general

consumption ; and-the rise: in prices is forced, by
speculatlve buymg and selling consxderably beyond
the actual increase of the currency. It i is to this
cause alone, and under every clrcumstance in whlch,
as a nation, we can be placed, that I attribute the

‘whole of the speculatlons, now and heretofore, that
Lhave appeared to begin in prospeuty, and to end
‘in the distress and ruin of thousands. -Such a state

of things seems inseparable from a papér currency,
administered as our paper currency has been. Pay-
ments in cash on demand, it is clear, is no adequate

_protection; and though the chances of a failure in

commercial credit may, by judicious regulations
for the future, as to the state of the currency, be

»dlmlmshed they cannot, perhaps, be altogether
‘averted. 'That which can be suddenly increased,
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and may be for cibly decrcased can mever possess
an uniform value; and therefore it is in vain to ex-
pect that steady and uniform range of prices that

would follow from the application of actual capital .

to the agriculture, manufactures, and commex ce of
the country. '

The power Wthh the Bank of anland appealb
to possess-over the funded property of the country,
and, indeed, of all other property, is of such-mag-
nitude “as to require, and to deserve, the gravest
attention of the-legislature. They have it in thelr

powef, by -an extension of their i !ssues, of from one

to two millions, in the course of a few months,
unknown to the ~public but from their eﬂ'ects,
to raise the price of consols from 20 to 30 per
cent ; and, by withdrawing them agéin,' cause as
serious a fall. This is a power which the com-
bined influence of the King, Lords, and Common’s;
does not possess; and yet it is delegated to twenty-
four individuals in the ordinary walks of life. Let
us suppose a very ordinary case in human affairs,
that the Directors of the Bank perfectly understood
the nature: and extent of the power theyb_' po'sséés’,
that they conceived it their duty to the Bank
proprietary to become dealers in three pér cent
consols (they are admitted dealers in Exchequer
bills, and, as such, must 1nﬂuence the market, and
benefit, or otherwise, the' proprietary); they deter—
mine on an extension of their issues, say to 5 or
8 per cent, previous to- which they become- larger
holders of consols to account ; the {Ssues are made,
and the price rises, and they are certain it must
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rise, say 20 or 95 per cent. They may now
sell progresswely, and realize some portion of the

" above profit on their “speculation.. The matter

may not stop, here ; for the Bank may, at the high
price,: sell. as much more to the account’ than they
had purchased. They begin to contract thelr Issues
by the, sale of Exchequer bills, or refusmg dis-
counts : .ar_ld cqnsols_are__ forced do,w,n,_m_the course
of a few weeks, to the‘ level at which' they were

'prevmus to the ﬁrst extension. The account may

then be balanced by new pulchaees at the: reduced
price. In ‘such transactlons there . is.-no yisk of
fallure tothe Bank; they have the excluswe means
in thelr hands to prevent. the shghtest chance of
disappointment. : C

Such are the powers: of the Dlrectors of . the
Bank of England, and, in some such degree, are
the powers of each 1nd1v1dual Director. - -

If the Bank Dlrectors are aware of the punuple
in_question, I beheve there is but one. genexal and
universal opinion of then conduct—that they have
never made use of it.. ‘Beyond - the buymg and
selhng of Exchequer bills, which in its _principle
does not materially, if at all, differ from. the buying
and selling of consols, I have never heard that the
Bank were dealers in Government seéﬁrities; nor
am I aware that the transactions in Exchequer
bllls ‘were ever entered -into upon. a principle of
speculatlon and profit. . It is, nevertheless, most
important ,th\a‘tt_ the . powers i‘of ~that establishment
should be thoroughly known to the public.
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. I must now, however, recur to the issues of the
Bank in 1824 and 1825.

The exchange with Pari is, during the progressive

increase of 8 per cent in the issues of the Bank,
fell just about 1% per cent. The price of gold
remained at 3/ 178. 6d. until November, 1824 ; it
then rose to 3Z 17s. 8d.; and, in December, to
31.-17s. 9d., at which it continued to May, 1825 ;
when it rose to its Mint pnce of 3[ 175..,10%d.
per oz. Do o : .
Let us now examine’ the state of the country
circulation for 1823, 1824, and 1825.

I have already stated, that the amount
of the countly cu'culatlon for 1822,

WaS <hus e P e rere e £8 06'7,260
There v was stamped in the year end- :

ing 1823 ... i viriunnn., et 4 657,089

Add one-third of 1821 e ‘ 1,329,194«

| A.nd two-thirds of 1822.......... 2,8[1,_494.«

- 8,798, 2’7 7

Makmg an increase of 731 0174, and equal to 9
per cent.

There was stamped in the year end—-
ing 10th of October, 1824 cieeeses 6,098,367

Add one-third of 1822 .......... 1,405,747
And two-thirds of 1823.......... 3;105’058
10,604,172

Makmg an . increase of 1,805 8951 and equal
to 202, per cent.

|

akika
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. There was stamped in the- Yeax end- - :

_ing 10th of October, 1825 Vieies.. £8,532,488
~ Add one-third of 1828 .......cc.o 1,552,529
 And two-thirds of 1824, ... v.vs 4,062,244,

1:4«,14«7,211,

B ]

, Makmg an increase of 3,543, 0391 and equal
to 33+% per cent.

1 have already stated, that the rate of the ex«
changes in 1823 indicated that the bullion value
of our currency was somewhat hlghel than on the
Continent, and continued so for some months. in

1824, so that the addition of 9 per cent to the -

country circulation. in 1823 . was not. felt in the
general currency. Besides, the country circulation
in 1820, 1821, and 1822, was unexampledly
low, and'a restoration of conﬁdence may account
for the increased issues “in 1823. In 1824, how-
ever, the Bank’ added 8 per cent to her issues; and
it is followed by an addition of the circulation of
country bank notes, 0f <« « .o o'« ¢« - 205% PEX cent.
D Andin 1825,0f ceseervee s 835
So that in two years about 21 per cent is added
to: the general amount of the currency.
It must be admitted, that the means of
ascertaining accurately the amount of the cir-
culahon of country bankers is by no means
precise:~ It is an approximation to the - - fact
only.. - " 'We have here an addmon to the

country circulaticn in 1825 above 1824 ending:
10th of October; of no ‘less ‘than 884 per cent.
It is probable, at the same time, thdt the average
issues of the Bank of Englandin 1825, endding 10th
of October, weré sommewhat. less: than the a-verao*e:
amount in circulation ending on the 10th of Oé,tz;

. ber; 1824 ;- for in 1825, from April to September;;

we are certain that the: Bauk withdréw 670,0001;.
of notes by the sale of Excheqtier bills, as stafed:
by the Governor of the Bank, Are the issues of the:
Bank, therefore, of themqelves,a true crltermn of the-
real state of the currency ? 'If they are, and the cir-
culation of thé country bankers is nlérely,bx?‘ouzg‘}n;‘-
up to the level of the London currency, it. _Wouid
appear, that the issues of the Bank in 1824, ond-
early part of 1825, produced. an excess in th‘o-
general’ circuldtion far exceeding the numcrical»
addition to her issues; which we have seen did not
fnuch exceed 8 per cent. If the addition. to the
1ssues of the Bank in question is ﬂie only increaso
to the currericy in Bank notes; and if the ¢i~éa- |
tioni of private paper on credit is, under the cir-
cufnstances of the extensive speculations then ex~
1st1ng, an addition to the currency, or equivalent
to 1t, we may find that the increase to the country ’
circulation ‘was a necessary consequence in aceord-
ance with the principle ‘we have attempted to
explain, that there cannot be two ratios of bcm»-
rency and prices existing for any length of time in
the same country. - The rise of prices that would
L2
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accompany a disproportioned amount of currency
would speedily cause the transmission of goods to
the best market, and equalize the currency and
prices. - If this explanation is not satisfactorj,'
we must come to the conclusion that the country
banks have the power to add 83 per cent to the
amount of their issues, independently of the
amount of the issues by the Bank of England,
This conclusion, I think, is not warranted ; it is at
variance with the general principles of currency.
The true explanation of the great increase of the
country circulation, T’ think, will be found to be
the following. If the Bank of England (and it is
clear no other bank could do so from the want of
power and capital) add unduly, or inconsistently
with the true principles of currency, to the amount
of her issues, by loans on mortgage, dead weight, or
on Exchequer bills, 8 per cent above her previous
issues, a rise of prices takes place in London pro-

portioned to the increase of the currency. = Goods

are sent from the country’ to London, bills are
drawn, which, being discounted by the country

bankers, bring the country currency at once t0’

the level of London. But the rise of prices in

London is accompanied with a general desire t0

speculate in produce, the proportion’ of currenty

and commodities being altered, and then comes

the general .spec{xlati\fe‘ rise of prices. - The specu-
lative rise: probably exceeds the addition to the

currency as the squares of the quantities added.
- If 2 per cent is added, prices will rise 87 if 4, they
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will rvise 16; and if 8, 32 per cent. During the
whole ‘of this rise of -prices in London, there will
be a constant transmission.of goods to the Londbn
market; for the high prices, and bills being drawn
on London and discounted by the country banker,
maintain the circulation of the country on a level
with the speculative prices of London. ,

In 1824 and 1825 there seemed to be an in-
crease of the country circulation in those years,
compared with 1823, of about 54 per cent, giving
an average of 27. Now the increase to the issues
of the Bank was fully 8 per cent in 1824, and eaﬂy
part of 1825, compared with 1828 ; and the rise
in prices, in consequence of this addition, may be
measured by 27 per cent, 8 per cent the rise by
an addition to.the currency, and 19 per cent from
general speculation. S :

If, on the other hand, there is a contraction of
the issues of the Bank of England, so as to force

the currency above its bullion value (and it will be

as evident in this as in the other case, that that
contraction can only emanate from such a body as
the Bank), say 8 per cent, it will be attended with
?uch a destruction of public credit and confidence
in buying-and selling, and fall of pi’ices,‘ that the
circulation of the country bankers will fall much
below the actual contraction on the Iiart of the
Bar'lk ; indeed, the suspension of buying and selling
of itself implies the non-use of currency, and the
contraction will. be in a similar i'atio, aé we have
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seen in the case of extension. In hoth cases it
seems an- effect on prices, independent of the actual
amount of the currency. In the one case, the rise
of prices is a censequence of general speculation
and overtrading : in the other, the fall is a conse-

"quence of the suspension of the usual and general

interchange .of commodities for currency. These
are the evils, and they are evils of great magni-
tude, that attend the use of a paper currency.
 There is a range of ewvtension and contrac-
tion in the use of paper, that does not belong
to a metallic cuuency, and which, perhaps,
does more than counterbalance all the advan-
tages to a nation from the use of paper.
The state of the currency in 1820 and 1821
presents us with this state of things. - The bullion
value of the currency, if measured by the price
of silver, was increased in value ‘about 5 per cent,
and the contraction of the country circulation was
about 60 per cent, in these two years, compared
with the year 1819,

.~ Whatever dependance, thexefore, can’ be placed
on this \_r»l,ew of the effect of an extension or con-
traction of the issues of the Bank, both may take
place ; and the state of the foreign exchanges and
the prige of gold, will be no very accurate criterion
of the real value of the currency, compared with

.ex1stmg prices. - As long as the Bank possess the
- means of selling gold at the rate of 8/. 17s. 10+d.
per oz. by exchanging her paper for gold, no
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excess of the currency will appear. Nor will the
-foreign' exchanges be any better test of excess. As
long as the dealers in bullion are satisfied with the
usual profits on exporting gold, no considerable
excess will appear. - Bullion dealers in this case
act when' there is a profit, and do not calculate

that by a delay of some days or-weeks their-for-

bearance will increase that profit. Such a state of
things could only be produced by a combination
among them, and this is supposing a very extreme
case. If the Bank of England was  forced. to a
suspension of payments, and a restriction bill
passed, while the excess of the general currency
existed, then, and then only, would the. market
price of gold measure the excess: of the currency.
Such a state of things, however, can hardly ever
exist ; for the pressure on the coffers of the Bank
for gold is the monitor of excess, and they are, in
the end, forced to withdraw their notes. In
doing so, it must, to be effectual, be to such an
extent as to force the excess of the country cir-
culation ‘back upon the issuers of it ; the parties
being, ‘I may say, unprepared for answering ‘such
¢xcess returned, for gold or ‘Bank of England
paper, suffer in their credit, and those of limited
capital and credit fail. This will explain thé
genéral crash anong the country bankers in De-
cember last, -

During the period of thls increase to the paper
currency, every note issued was payable in gold
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on démand; yet gold remained steadily at and
under its Mint price, and the foreign exchange
Jowered to the extent of only 1. per cent. I shall
hereafter endeavour to explain this state of things,
In the mean time I may remark,.that such a state
of things was never expected to exist under a
system of cash payments. Payments in gold on
demand were supposed of -themselves sufficient. to
keep the currency of this country so on a level with
all others, that. it never could be either greatly
contracted or increased:; and now we: have.had

“instances of-both, and to such a.degree, that it

requires the facts to.be before us to give belief
to them." ! |

In the state of the currency, - therefore, alone
shall’ we find-the true explanation of the state
of public madness for speculations that existed
thronghout 1824 and the earlier part of the
last year. With the increase of money, affect-
ing generally for. the time the rate of interest,
the madness began ; as the means of excitement

were supplied it continued ; and when withdrawn,

suddenly and perhaps unexpected’ly at the foun-

' tain héad, the fifst cause,” the Bank -of England,

we see the nature and extent of the calamity that
is spread over the country. ‘
"To the mcreased issues, therefore, of the Bank
of England in 1824 I am disposed to attribute the
whole of the consequences that have followed that

measure. I do not wish, however; to be under- .
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stood as censuring the Bank for that increase; at
feast I am far from’ supposmg that they thought
any such increase was to be attended by such con-
sequences so that the error may be counted one of
Judgment rather than of intention.

Generally speaking, When the Bank are subJect
to payments in cash, there can be but one state
of things that-can force upon their attention the
desire decidedly to increase their issues of paper,
and this will be when they have a large amount of
tr casure in their coffers for which they are obtain-
ing no interest.  What then was the probable state
of the treasure of the Bank in January, 1824 ?
‘We can only approx1mate to the truth, but I 'ohmk
we shall not be very remote from it.

In 1821 % the Bank coined. . ,... £9,520,758

In 1822 ditto . veeens 5,356,7'87»
In 18231 - ditto‘“ o ez e 759,748
~In 1824 ditte ..., 4,065,075
In 1825 . ditto - eeeee. 4,484,899

24 187,267

————t

These eomages mclude about 4,000,000/., from

- guineas Whlch were converted into sovereigns, so

* The comage of 1821 by the Bank was the ﬁlst, prepara-
tory to the opening of the Bank for payments in cash. The
coinage of 1820 was by individuals for the supply of Ireland,
in consequence of the extensive failures of the country banks.

1 See No. 60, Parliamentary Paper, 1825. v '
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that the Bank had purchased above twenty mil-
‘ lions of :'gfold in four years. In the last six months

of 1824 and 1825 the Bank could buy no gold,

from the state of the exchanges. The 1/ and 2/.
notes of the couhtry ‘bankers being allowed to
remain in circulation by the bill of July, 1822, left
the Bank to apply this immense: mass of treasure
for withdrawing her own notes of these den’omina-
tions. - : :

In May,. 1821 by a bﬂl then passed the Bank
_Was permitted to pay.in cash at her option. In
January, 1821,* the Bank had in circulation about
6,500,000/. of notes of 1/. and 2/. value. On the
6th{ January, 1824, they were reduced to
501,700/ ; so that the Bank issued s‘ix millions of
sovereigns in exchange for her 1/ and 2/. notes;
and if we now admit that the whole are withdrawn
(it: must be evident to the reader-that I do not
allude to the recent re-issuing of 1/. and 2/. notes),
~ the Bank have issued six millions and a half of
sovereigns. And let it be supposed that the
- country - circulation, where no such substitution
was reqmred absorbed two millions and a half
more, whichis a large allowance as dead stock to
be kept in the coffers of the country bankers, the

¥ Seean account of the total weekly amount of Bank notes,

_&c ‘No. 27, Pa,rhamentaly Papers, dated 10th Febma1y,
1821, Bank of England.

- See ditto, No. 87, Pdlhament.ny Pqpels, dated 16th Fe- -

b1 uary, 1824, Bank of Engalomd
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whole issues of the Bank, up to January 1, 1824,
could" ‘not much exceed nine millions of sovereigns.
On the 1st of January, 1824, therefore, the Bank
were in possession of about fifteen millions of gold,
besides silver ; which, by the account of the quan-
tity exported in the year ending January 5, 1825,*
must have amounted to about two millions sterl-
ing. According to this: estimate, therefore, the
Bank, in January, 1824, possessed a treasure of
gold and silver of about seventeen millions sterling.
That the Bank should have taken means to re-
duce this extenswe dead stock, should not be mat-
ter of surprize; if they failed in doing it judiciously,
it must depend on the measures they adopted.
As I am opposed to the doctrine, that any sud-
"den or decided increase in the demand for currency
can exist, or arise, from the ordinary course of
‘buying ‘and- selling ; the Bank, in my opinion,
could not, through the ordinary channel of dis-
counts, add materially to their issues. An in-

creased demand for currency, arising -from legi-

timate commerce, would be slow and progressive.
If the Bank did not supply such demands, or at
" such a rate of discount as to be .above: the real
value of capital, the Mint, if properly regulated,
would be the next and only source of supply.
Indeed, it is impossible- that a country should ever

# See account of the quantity of gold and silver imported and
‘exported in each year, since January 1; 1810, to January 1,
-1825.-~No. 204, Parliamentary Papers, dated Custom House,
March 80, 1825. :
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be without a sufficiency of currency, if the Mint
'is properly organized; for currency, in its proper

" signification, is one portion of capital; which certain

individuals, for a given profit, depending of course
upon' the ordinary rate of profits, lend to indivi-
duals of the community for that profit. In the
form of discounts, therefore, the Bank could not
add materially to her issues. I believe the state of

"the money market in 1822 and 1823 corresponded

to the opinion here expressed. The Bank, by
discounting at 8 or at 4 per cent, might certainly
for atime increase the amount of her paper, if that
rate of‘ discount was below the market rate of in-
terest; but it must be evident, from the extensive
speculations which the abundance of money would
create, that the Bank could not continue that rate of
‘discount, if subject to cash payments; the increase
of the - currency would lead to the exportation of

gold, and she would, in self defence, be obliged to

contract the currency or suspend payments. In

“-contracting the issues, the rate of interest would

also rise. This is precisely what the Bank has
lately done; but witness the ruinous consequence

of the attempt.

The Bank found, theref‘me, that thlS, the only
legitimate mode of disposing of her capital, would
not enable her to reduce thg amount of her treasure,
and losing interest, she began, I believe, in 1824, to

lend on mortgage. "To whatever exteht, therefore,

the Bank lent in 1824 upon such securities, was a
permanent incredse to the currency, over which
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she could have no immediate control. At a meeting

of the Bank Proprietors, 22d September, 1825, the

Governor of the Bank admitted that the loans on

mortgages did- not - exceed 1, 400,000%* 'The

Governor of the Bank did not give .any date of
these loans ; but if we compare the extent of them:

with the increase of their issues in 1824, I think
we may conclude they were made in 1824; to this:
measure alone, therefore, may be ascribed all the
calamities that. have lately visited the commercial
and trading community: Thave already explamed
the principle how that a very small apparent in-
crease to the curr rency ‘should produce such conse-,
quences.t . .

The next mode that the Bank took to increase
the amount of the currency, and to render it pr;'oﬁt-r
able to export.a part of her treasure, was lending:
money on stock. This is certainly a less obJectlon-

* See Report of -the Meeting, Morn'mg Chronicle, 23&
September, 1825. ’ o

+ Thereis a remarkable co-incidence between the situation:
of the Bank in 1824, and what it was in 1791. The cash and.
bullion in the Bank was 10,097,0001., and her notes in circu-
lation 10,217,360L ; the Bank lent to Government 1 500,0001
in this year, and by the end of 1792, she had parted with
about seven millions of her treasure. In 1793 we had the
commercial crisis ; no doubt occasioned by the contraction of
the issues of the Bank, to dnmmsh the drain for gold. One;
hundred country bankers faﬂed the excess of their mnotes
was returned, back upon them ; and Mr. Tooke supposes that

it required neally three millions of gold to supply the void’

oceasioned by the discredit of the Jocal notes. See State of
the Cuuencv p-83.° -
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able measure than lending money on mortgage .
because the Bank have it in their power to recall:
" such ‘advances when they please, and at short
1 still, however; think it objectionable, -in.
asmuch as it, without any legltlmate ‘demard,
increases the amount’ of the circulation. Tts

notice.

tendency, therefore, is to foster that spirit of specu-

lation and gamblmg that unlf‘ormly accompanies’

an over abundant state of the currency. Its effect
on the price of the funds must be to maintain-them'
at a higher market price than they could possibly
be kept, if the individuals in want of motiey wete
obliged to bring their stock to market. Bt per-
haps the strongest argument against "such ac-

commodations by the Bank is her inability, from

the very nature of her institution, to continue’
them. It is of the samie nature, and must lead to'

the same conséquences, as the Bank discounting’ '

bills at a rate of interest lower than the market
rate. It leads to such an increase of the cunency
as creates-and fosters the, spirit of speculatmn the
maintenance of which-is constantly dem_andmg an-
increase of* currency, as it§ natural suppott, render-
ing it, in' the end, profitable t0 export’ gold and
the safety of the Bank, sooner or later, requlres a
suspension of such accommodatlons, the currency
is contracted, and stocks fall to their natural:-level. -
Any 1nterfe1ence, therefore, with the currency,
o as suddenly and unnecessarlly to" increase its
amount, otherwise than the regular and l_egltl_rm_ayte

demands of trade require, and such ‘as would alone

159
gecur if the whole currency were metallic, would seem:
to be at variance with the soundest principles of the!
science.. To such interference on the part of: the
Bankof England, however unintentional on her part
I apprehend must be' attributed the whole' of the
gambling speculations - that have dlsgraced the'
country for the last eighteen months, that led to
the extensive issue of the country banks, and to the
sudden and general destruction of thexr credit that
we. have . so recently W1tnessed
Some consideration; however, it may be urged

is due to the Directors of the Bank, in regard to
the situation they:were placed in, in- relation to
their proprietary; in the beginning of 1824, from
having so large a treasure yielding no interest.
They expected at one time, I believe, -that i
1823 the circulation of the one and.two pound
notes of the country banks would have ceased, and
have been replaced by gold, which they had pur-

chased for that purpose. ~The passing of the small

note bill in July, 1822, put an end to this expec-
tation on the ‘part of the bank. Whatever disap-
pointment the Directors experienced by this mea-
sure did mnot prevent them from purchasing, -in
1823, all the gold imported. The amount was
considerable, perhaps not less than four millio'ns;
as will appear by the extent of her coinage in
1824.. It is clear, -however, that as long- as the
Bank could issue paper for the purchase of gold,
so long she possessed the entire monopoly of* the
London currency. If the Bank had not purchased
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the gold, but allowed the importers to coin'it, and
send it into circulation, it would to the same ex-
tent,jabatikngf the difference in the rapidity of
circulation, have diminished. the demand at- the
Bank for discounts ; the coin would have passed
into the hands of -bankers and bill- brokers, .and
have been a substltute for its notes. Its 'mnotes.
passed into those channels, and became a substltute
for the gold. L ‘

If the one and two pound notes had been with.

drawn, from the country circulation, and ‘replaced
by gold, the gold could only be drawn out of the
Bank by presenting her notes for payment ; but as
the gold was a substitute " for: country notes only,
the Bank would be able immediately to re-issue the
same amount of paper as she had taken in ex-
change for gold. The passing of the small note
bill, therefore, prevented the Bank from issuing
gold to the whole amount of that proportion of the
country circulation ; and realizing the usual profits
on that amount of her capital : ‘the amount may
have been from four to five millions.*

The situation of the Bank, then, in 1824, was,
that with a paper currency of about twenty mil-
lions, she possessed a fund of gold of about fifteen
millions. - It is clear, that if the Bank could have
issued ten millions of her gold, to -supply the place

~ of the country circulation, she would have been re-

* A great misapprehension exists in the public mind as to the
extent of the circulation of one and two pound notes. The fol-
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ceiving interest on a capital of thirty millions. " If

the object: of the Bank had beento reduce the

amount of her treasure, seeing she could not sub-
stitute it for -the country circulation, this' could
only take place, by the Bank issuing gold instéad
of her own paper. The issues of the Bank in this
case, Would have been ten millions of gold and ‘ten

lowmg is an applommatxon to theu' amount In 1o, yem d1d
the notes of 2/. 2s. amount to 100,000L, so that they are ex-
cluded in this statement. :

In the year ending ‘the 10th Oct. 1823, there -

were stamped of notes, not exceeding 17. 1s.. 2,005,822
Add one-third of notes not exceedmg ll 1s. ‘ o
stamped in 1821 .. ..........eieeiiiiiann. 677 ,095
And two-thirds of those stamped in' 1822 .... 1,308,210
4,051,127.

In the year ending 10th Oct. 1824, stamped

of notes, not exceedmg 1L 1s. .. R 2,394,204«
-Add one-thncd of motes, not exceedmg 1.1s.
stamped i 1822 ... .. .iieie iee.iiienenns 654,105

And two-thirds of :those stamped in 1828.... 1,378,214
R S 4,421,523

In the year ending 10th Oct.'1825, there were’ .
stamped-of notes, not exceeding 1/ 1s.....:.... 3,079;661:

Add one-third of -notes, not"exceeding 1Z:1s.. :
stamped in 1823 . ......eeiiieiiiiiiiiiie.s 688,607

And two-thirds of those stamped in 1824 .... 1,596,136

5,364,404

M
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millions of paper.. When the Bank substituted
gold- for her one and two pound notes, her

" jssues fell from twenty-seven or twenty-eight mil-

lions to twenty. But she received interest for the
gold: so issued as she had for ‘the paper with-
Fad Mr. Pecl’s bill prohibited the Bank from
dealing in bullion, and opened the Mint fqr;_pgy7
iments in- coin on demand for bullion, the issues
of the Bank would have been regulated by the
rate of profit derived from coinage. - If ’the'r‘atef.of
profit on the capital employed in coinage had b??“
4 per cent, and the Bank discounted at 5 per ceit,
the - coin would necessarily have displaced the

‘Bank notes, indeed no one would have applied to

the Bank for discount under such circumstances;
as bills on discount became due, the issues .of the
Bank would be withdrawn. If, on the other hand,
the Bank discounted bills in Bank notes at 4-per
cent interest, when the rate of profit “on ; comnage
was 5 per cent-,f it is‘cle‘ar‘ that the coinage must
cease, as borrowers would not pay 5 per cent to
f,he coiners, while the Bank lent at 4. . The Bank,
howev’er, could not for -any length of time affe.ct
the rate of interest.; her Jinéreased - issugs for dls
counting under the market rate of profit on ‘f:{)’ln-
age ‘quld return upon her for gold for ’expm?a-
tion, until the value of the paper was exactly pro-
'portioned to the Mint value of old. .

.- The - Bank, however, having - the monopoly 0
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coinage, as well as papei; may vary more frequent
ly the market rate of -interest than would be the
case if the trade in monéy was éntirely free: Her
desire of profitable returns in the one case, and hér
‘tion in the'value of iioney, niuch gréater than
could ever possibly arise from. the adapti@h_. of two

staridards, an évil in itself of sufficient magnitude

to render legislative interfererice desirable.
If the foregoing réasoning is correct; thé Baik
could derivé no pérmanent profit from getting rid
of her gold, unless the gold so- withdrawn could
have displaced an equal amount of country baik
paper.. The exportation of the gold could tiot add
to the profits of the Bank beyond the profit 6n
those extra- issues that lowered the value of the
currency, so as torender it profitable for merchants
to embark their capital in ‘its exportation. This
scemed to be éffécted by an addition of one mil-
lion and & half; which at 4 per ¢ént interest was
equalto 60,000Z per annums; and it is doubtful whe-
ther the Bank ¢ould keep out this excess, so as to
obtain the profit for one year. The state of public
and private credit in December last must have con-
vinced the Bank of the hazard of such an experi-
ment: A small excess, theiefore, of the issues of
the Bank, continued for d length of tinie, might
deprive her of her whole stock of géld. Goid is
her capital—the representative of her paper; and
if she thinks proper to have the whole -of her
- M 2

bR
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capital represented.by paper, and. keep; her gold.in,
her; coffers, which. is -her. safest .plan, it will no.
more add-to her: profits beyond the excess already,
mentioned, and:even those are .doubtful, than. if
the half of her capital was: circulated in- coin, .and.
the other-half in paper ; nor. will .the. latter. dimi-
nish her profits compared. to- the: first. - In a na-

tional point of view, however, the -case. materially -
differs—the gold :withdrawn from the Bank for-her:
‘paper becomes  capital, and is-reproduced with a

profit..- If the Bank Directors became trading mer-
chants, and made use  of this.capital for their pro-
prietary, then. the general concern. would" be bene-
fited : or if the.capital that could be thus liberated

was divided among the proprietary, it would. put it .
into the power of each.to.extend. his pmvate con=

cerns.. It Woul‘d‘be, tin fact,” a. bonus. to the. pro-
prietary.

If the Bank, then in 1824 1ncreased its: issues.

with a view to reduce its amount of .treasure, and
thereby to add to its profits, it must_have misap-
prehended the nature of. the. result.* -

* T have heard it stated, that the Bank was induced to lend
on mortgage; stock, &c., from the circumstance ‘of having so
large a-stock of treasure. If this-is the case, I may.be excused
if I further ,attempt .t0 ; show, that to diminish her treasure
could not be. attended with any such advantages as the Bank
may have anticipated. I shall suppose a case that five millions
of Exchequer bills are purchased by the Bank, in Bank notes ;
the currency would be in excess, the foreign exchanges would

become .unfavourable, and-the notes soissued would - be - re--
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. Tt is, therefore, exceedingly -difficult to ‘account.

for the conduct of the -Bank:in inoreasing the cur-

turned to the Bank, for gold for exportation. ~When the pro-
cess in’ this case ‘was finished, the Bank would have five mil-
lions less gold, and five millions of Exchequer bills bearmg
interest at 8 per cent per annum; “her issue of notes being the
same as previous to the purchase of the Exchequer bills.

But during the process of extension by the purchase of

Exchequér bills, there is a rise of prices in London, and a

¢reation” of private papeir for discount at the Bank, which, if

glanted will continue the unfavourable foreign exchanges, .

and the Bank will bé daily called upon to pay the excess of her
issues in gold for exportation. Whatever this excess may be
that the Bank kept out, will return her a profit at ‘the ordinary
rate of discount. 'If the Bank persevere in’ this measuré she will
ultimately lose the whole of her treasure for the profit attending

the extra'issue of notes. Itis true, the Bank have the power, .

by areduction of the issues, to correct the exchanges, and pre-
vent the further exportation of gold ; but this is more difficult
thanat first sight it appears. - - The state of commercial credit
is very different after such issues on the part of the Bank than
before ; and the Bank find it impossible to make such reduction
in heér issues, without producing such a convulsion in public and
private credit as to deter her from’ the attempt, until the
state of her own credit makethe state of all other creditssecond=
ary.  Then the Bank begins to sell Exchequer bills, to with-
draw the excess of her notes; and in doing so, she; of course,
loses the interest upon this part of her capital. This, however,
is not the only difficulty that the Bank has to encounter. - The
lnorh prices of London, which in my opmlon greatly exceed the
humerical addition to the issues of the Bank, from the increase
to thie currency, and the general spirit of speculation-and over-
trading arising from it, cause a transmission of goods from the
country to London, bills are drawn inthe country on London,
and dlsoountcd by country bankers, producing a new excess of

e —"*]




part of‘ that year, and 1825.
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rency in 1824, and continuing it during the latter
If the reason which

the general currency, the whole of which falls on the coffers
of the Bank for gold for exportatmn, and may force the
Bank in the end to a sale of the whole Exchequer bills, pur-
chased with a ‘view to diminish he1 treasure ; and when this
process is ‘ended, the Bank has plobably gamed very Little or
nothmg ; she haslost the whole of her treasure, and her issues
remam very neally as before she made the expemment
Any attempt, thelefore, on the Part of the Bank to diminish
he1 treasure by forced 1ssues, must be attended w1th the most
calamltous results to pubhc ‘and pnvate credlt, whlle the ad-
vantage to her own interests is but pwblematlcal _
CIf we. take another view of the case, and suppose that the
Bank had not pulchased one ounce of gold it is qulte clear
that the amount of her issues would have been less by the
whole amount of the gold purchased and the gold would have
been comed and added to the cn:culatmn A portlon of the
gold would in the ordmary course of busmess, have passed into
the coffers of the Bank as into any other banke;'s, and it would
be 0pt10nal in the Bank to issue . that gold in d1scounts or her
paper . If she chose to he at the expense of manufacturmg the
paper, ;nstead of issuing the gold, that was optmnal but her
profits would neither be mcreased nor d1m1n1shed but in as far
as the expense of her paper manufactory ‘diminished them.
Now, suppose that the Bank, abstaining from buying and
coining gold, became possessed of fifteen millions of soverexgns
in the course of busmess, by always laymg up the gold as it
was pald in, .and issuing paper, all such issues: would be lent in
discount, and her .profits be preclsely the same, whether she
issued the paper or the gold in 'such discounts, exceptmg
- the expense of her estabhshment for manuf'lctunng the paper-
Under these circumstances, let us suppose that the issues of the
Bank on liscounts are five mﬂ_hons in notes, and are to be paid

™ and replaced by five mllhons of new. dlscounts. If the Bank
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I have assigned: (viz. the reduction of the treasure
of the Bank) be not the true one, but on the other

in the progress of these discounts, made the whole by the issue \
of gold in place of notes, it is clear her treasure would be:

diminished, and she would save the expense of fabricating the
Bank notes, profits would remain the same, with the exception
of the expense of the paper only. )
seems to me to have made, was in supposing that she could
maintain the same extent of issues in paper, and realize a pro-
fit on that portion of her gold that might be withdrawn from
her coffers. - But it seems to me, that she could not do both

* with profit; that the only profit she could realise was on those

extra issues that produced the unfavourable exchanges and
led to the exportation of gold. The consequences that follow

this attempt are of so serious a nature, as to the stability and

'credit’of the Bank, that I think such profits are by no means
a compensation for the risk.—They are not permanent, and
evidently tend to a re-action that must ultimately place the
Bank, as to profits, in nearly the same situation as if she had
not made the attempt. InlJanuary, 1824, I have supposed
that the Bank possessed fifteen millions of gold ; on the 15th
Dec. 1825, she possessed very little; now if the amount of
her issues were mearly the same at these two periods, her
profits would be in relation to these issues, and unless the
Bank can show a deposit of fiffeen millions of Exchequer
bills or other securities, for the gold withdrawn from ber
coffers, I do not see where her profit can have arisen, by dimi-
nishing the amount of her treasure. In December last the
issues of the Bank must have been largely increased by the
discredit of the country circulation. The extent of those issues
would afford a tolerable criterion of the extent to which country
bankers had to withdraw their notes. :

- It is admitted, I believe, by the Bank Directors, that they
obtaincd no profit for those notes issued for the payment of
gold.” 1f so, why did they purchase the gold ? If they had not

The error which the Bank
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hand the:increase arose from discounting at a rate
of interest below the real market rate, and by

purchased the gold, they could not have added to the amount
of their notes ; they could not have kept the same amount in
circulation; - If the whole gold imported had. been coined by
the importers, and sent into circulation, there would have been.
a check to the issues of the Bank to the.extent of these:pur-
chases. . I have endeavoured to prove, that the Bank could not
have accumulated so much treasure, but from the continued

contraction of the country circulation, arising from -the high

value of the currency of the Bank in 1820, 1821, 1822, and
1823. The .profits of: the  Bank were the same, whatever
course was adopted. = Her profits arose from her capital lent to
Government, and on discounts to merchants—the purchases of
bullion added to her issues, without profit~—and neither affected
the profits on capital lent to Govérnment, nor on discounts to
_merchants. If this reasoning is correct, in what way could the
Bank realize a profit on the disposal of her gold, which was
accumulated without profit ? If the gold was withdrawn from
the Bank, it was by presenting the very notes with which it
was purchased. If the Bank reissued the notes, say in the
purchase of Exchequer bills, they would be returned again for
gold, . until the Bank had.parted with her. treasure. In this
_way it may be said, that the Bank might convert the whole of her
gold into Exchequer bills, and derive a profit of 3 per cent per
annum.

- Now.letit be. supposed that the Bank calned on this process
from the 1st January, 1824, at which period.I suppose she
possessed fifteen millions of gold, and that she kept the same
amount of paper in circulation, and in place of fifteen millions
of . gold, possessed fifteen millions of Exchequer bills. If the
Bank could have carried on this process without any change.
whatever in the mercantile and trading world, it is clear she
would be deriving a profit upon her gold at the rate of interest
on Exchequer bills. -But what I contend for is, that the Bank
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Joans on mortgage, without reference to the amount
of treasure;.the Bank believing that -it had the

“power at any time to..stop. the exportation -of

gold-—had gone into such measures, it 1s.evident,
from the .enlargement. of the country.circulation,
that the exercise of the.power of narrowing.the
currency, to prevent the exportation of gold,-would
be one of great difficulty, and the longer it was

~ delayed, attended with increased danger to the
credit of the country. That the Bank was .not

aware of the whole extent of the increase to the

could not carry on this process ; thé,t'the‘excess of the currency,
caused by the process, would raise prices, generate speculation
and overtrading, attended necessarily and inevitably by such
an excess on the part of the country circulation, much grehter
than the numerical addition to the currency by the Bank, for
the reasons already stated, that the whole excess would fall on

_ the Bank for gold for exportation, and she, to save her credit,

must go on selling Exchequer bﬂls, to restore the currency to its
Mint value:

To whatever extent, therefore, ‘the Bank could convert her
treasure into securities paying interest (for in supposing she
could do so with fifteen millions of gold is an extreme case) to
that extent only would ‘the experiment be successful and i)ro-
fitable: that this is limited in amount I have no doubt what-
ever, from the extension of the circulation by the country bank-
ers, producing a general and extensive excess in the currency,
which returns upon the coffers of the Bank, so as to render
her profits in this way extremely doubtful; they may eontinue
for a month, for six or twelve months, depending upon the
amount of her treasure, butin the nature of things cannot be
Permanent.
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country circulation, until the exercise of the remedy
was dangerous, I think very probable, for we have
1o test that I am aware of by: which an excess of
the country circulation can be accurately measured
in-'London. . If its judgment was guided by ' the
state of the foreign exchanges, it is true they ap-
peared.: to indicate no great excess, for they had
fallen very little under par, though sufficiently so
to render gold a profitable article of export. As
long, however, as the general mass of the currency
was below its bullion value, so long would that
general excess fall on the coffers of the Bank, and
this is the true test of the genelal excess to the
Bank, and it is at her perll that she disregards it.
The Bank was thus placed in a situation, not only
to answer for the excess of her own issues, but for
the whole of the excess of the country circulation.
If the Bank had been unable at any time, during
this excess of the currency, to answer the demands
for gold, the foreign exchanges and the market
price of gold would have immediately indicated
the extent of that excess. But as long as the
Bank could pay in gold there would be no mdlca-
tion of excess in the currency, either by a rise in
the market ahove the Mint price of gold, or a fall
in the foreign exchanges, beyond that point, that
.affm ded a profit upon its exportation. :
_ But let us appeal to the facts of the case in
support of this reasoning. ‘ S
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I have already stated, that’ the com- - -

puted amount of the country circulation

on the 10th of October, 1823, was .. . £8,067,270
And on the 10th of October, 1825; 14,147,210

Making an increase of ...:. v .. 6 019,940
~ Add the increased issues of the Bank | o
Qf‘England, in1824 .....vo0veeeee 1 500, 000

And we have an-addition of .. .... 7,579,940
to the currency in these two y,ear_s. e

The coffers of the Bank were answerable, and
were made answerable, for the whole of this excess.
Nay more, in consequence of the Bank continuing
to re-issue- in discounts the paper returned for
gold, the progressive drain was prolonged, until
her coffers were nearly exhausted.*

By an account presented to the House of Com-
mons of the quantity of gold and -silver exported
and imported from 1815 to 1825—No. 204, of
the Parliamentary Papers of 1825, already mo-
ticed, it appears that the quantity of gold ex-
ported, in. the year ending the 5th of January,

g is the excess of the ‘country c1rcu1at1on 50 gleatly ex-
Leed.mg the excess of the Banl’s issues that makes it so difficult
for her to contract to the extent necessary to prevent the ex-
portanon of gold. An addition of one million and a half by
the Bank of England is followed by six additional millions by
the country banks—the question then is, what proportion of
this general excess can the Bank withdraw without shakmg

commelcml credlt to its centre ?
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1825, in bullion, Foreign -and - British  coin,
amounted to 1,134,407 0z. 13 dwts., ‘and at
81 17s. 103d. per oz. to 4,417,092. If we had
~-the same account continued to the 5th-of July,
1825, I have no doubt but we should find that
the export of gold -has considerably ‘exceeded the
whole addition to'the currency in 1824 and 1825,
Under the peculiar circumstances of the case, the

- Bank of England were in a great measure obliged
tobe,if I may SO express it, neutral spectators of the
scene. With such an excess in the general circula-

. tion, any contraction of her issues to stop the expor-
tation of -gold must have-been made upon:a scale of

- such magnitude, as would at .once have paralysed

the whole frame ‘of the banking,‘commerci'al, trad- .

ing, and agricultural community.* In this state of

* For example, take the average issues of the
,Bank of England in 1823, .................. #£18, 603,302
Theaveragecirculation of the country bankersat 8,067,260
26,670,562

- The average circulation of - the Bank of Eng—
land in 1824, Was ....ve i ieenennnrnnnenn. 20,110,314

“The average of the countiy circulation was,. 10,604,172

30,714,486

S e —

being an increase of 4,043,924/ and equal to'15 per cent. This

will at once explain the diﬁiculty which the Bank must at all
‘times experience in conectmg the unfavourable exchange. If
it is done suddenly, it is sure to produce the most mischievous

173

neutrality I :apprehiend- she remained until- the:
month-of Apfil last.- By-this time- her treasure was:
considerably reduced, and the state of the forelgn
exchanges made it, still . profitable to export gold.

At last the Bank were forced to act ; and we have:the,
authority of the Governor of the Bank at the 'meeting

of the Quarterly Court ‘of Proprietors in Septem-
ber last, that the Bank had, in the course of _ thrée'
months, sold Exchequer hills to the amount of
670,000/.* The Governor admitted, that the amount
of the notes then -in-circulation- was -18,200,000/.:
so that 670 000[ havmg been Wlthdrawn by the

eﬁ'ect upon : cred1t, leadmg immediately to- the-discredit ~ of -the
country circulation, and - I-have no: doubt, if the -facts of the

case-could be produced, the. operation:of this principle would. ex--

plain. the true cause of the extensive destruction of public-credit
in 1793, 1797~-1815 and’1816,'in 1819, and:in1825. -

* See Report of -the Proceedmgs, Mormng Chromcle, 23d -

September, 1825,

As every:thing - connected with the- history of - the:currency:"

in 1825, from recernt circumstances, must be extremely inter-
esting, I insert a part- of the' proceedings- of. the: Qualtelly
Court:at the-Bank in- September-last."

Mr. Grundy stated,’ that-<he-held in his hand a few-ques~
tions,-which appeared: to him to be-of vital importance, and he

trusted that when. he .submitted them to the Chairman,- that -

honourable- Chairman -would not-feel .any hesitationin gwmg
them a straight forward reply.”

« The Chairman ‘trusted: that every- proprietor would bear
him out-when he; asserted, that.to the questions:that had: for-
merly been asked him he had given clear and candid replies.
To do so-he: deemed:it. but-right in.the-situation-that he held,
and on-the present.occasion - he- had -only. to:say,  that he was

\
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sale of :Exchéqixe‘r bills, was about 3. ’per ‘cent of
th.euwh'ol'e. . Now what followed this reduction of

certainly disposed to give any information that might be re.
quired of him, and that he would cons1stent w1th the duty he
.owed to the propnetors
« Mr. Grundy was glad at being so encouraged in the quess:
tions he was about to propose. The first one that he would
ask was,” what amount of Bank notes there was at present in
cu'culanon P
«A propuetor submxtted tha.t it mlght be as well if the
Honourable proprietor were to propose the whole of the ques-
tions at once, by which means the Court would be able to per-
ceive how far it was his intention to go.”,
¢ The Chairman did not seem to thmk that that was neces-
sary. < He wasperfectly réady for any ¢uestion, ierely ieserv:
ing for himself the discretionary power: of atiswering it-or
not, as might seent fo hini most proper. With respéct to
the first questioni, hie had t6 state, in reply, that the pireserit
Bank note éireulation amounted to 18,200,0001.; bemg about
400,0007 less than at that tinié twelve nionths.
¢ Mr. Grundy’s mext gquestion was—What deérease or
increasé has there been in-thé sale of Exchequer bills, durmg
the last six months?® e
& The Chairman.—Véiy little either way. In Ty opinion,
the public is very much deceived in their ided of what is done
by the Bank in the way of Exchequel‘ bills”
«Mr. Grundy. —The gist of my questioh was to ascerfain
whether any large saleshad lately taken place?
| «The Chairman—The whole amount: that has beeti sold
by the Bank s but 670,000L ; and nearly three months weie
occupied in selling that amount. - Hear, hear!” ”
« Mr. Grundy.—My next questlon 1s—-What advanée Hids
there been on mortgages ™
« The Chairmian.—The mortgages donot éxceed 1,400, OOOI 7
© o Mr. Grundy.—And what advancé hasbeen'made on stock?”
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the ‘issues ‘of “the Bank. On the 5th -of April
three per -cent’ consols - were 93, and on the 3rd

.« The Chairman,~=I believe; the last time that I.was asked
that question, I stated that the advance amounted to betweeni
5 and 600,000% In thisT now find : that I was incoriect;

having considerably exaggérated ‘the amount. It was at that
period only 480,000%, and it has sinee mcreased a httle, b‘ut‘
not much.” - L
.« Myr. Grundy.—My last question, er, is, what has prine
tipally occasioned the. large alterations that have taken place
ini the money-market ? - (laughter.)” o

«The ‘Chairman.—I must really beg the honourable pro-
prietor to apply clsewhere for an answer! I.can assure ‘the
Court that the Govérriors have most’ {ndefatigably gone through
the task imposed -upon them by their oﬁice, W1'chout attend1ng
either to good or ‘il report.” »

«Mr. Grundy.—Am I then; Sll', to understand that you
profess ignorance of the cause?” :

- «The Chairman.—Not in the lea‘st, Sir. AT did was to
exonerate the Bank Directors. 1 set out by saying -that you
must apply elsewhere.” '

- In the report of these proceedings at the Court of Proprietors,
we have a proof, among others already noticed, how little im~
portance seems to be attached, by the Directors of the Bank, to
cither an increase or a diminution in the amount of the cur-
tency. The effect to be produced by the one or the other is
totally lost sight of by the Govetnor of the' Bank. The aug-
mentation of 1,400,000/. on mortgage is stated, asif it were' a

meré matter of figures, and as if no consequences injurious '

to the public, or the Bank itself, could result from the measure.
To this measure alone I attribute the origin of all the mad specu-

lations that we have witnessed. The addition to the currency

immediately affected the current rate of mterest, as we liave seen’
by the rise‘in’ the price of the funds ; the rise in twelve months
being about 23 per cent, and- the raté of interest reduced
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of September, they were at- 87. " Money- became
extremely scarce, and credit- was very generally

froxn- 3L-15s.-to *8l.+ 4s.” It was'the abundance of money
- that-produced this state of- things, and induced every man with
capital- to -speculate ;:and “those: who!did “not possess capital
were-enabledto .do:so-from 'the- facility -of obtaining-crédit;
Ontheother hand, the reduction :of the circulation, by the sale
of Exchequer bills, is mentioned by the Governor as if mo
importance - -could- be’ - attached:to--it ;—< very - little " either
way,” is "~ his - afiiswer to-Mr.  Grundy's :question. - < In" my
-opinion,” he adds, “the ‘public’-fisive'ry »much-.-deceived - in
their - idea - of -what is- done by~ the Bank ‘in-the -way" of
Exchequer bills” *This - -being -no answer- to - Mr, Grundys

question-—the- Governor subsequently stated - that--<c the'whole

amount that-has: been sold- by the'Bank is but-670,000Z - I have
already stated, that sale to this extent was equal-to 83 per cent
of-the-whole issues-of the Bank.- 'When the-sales-were com-
pleted, the extent of credit and accommodation-in -the money-
market ‘was reduced-to'a much: greater extent than-the -reduc-
tion of - the * currency. - ‘There is the same- number - of -indi-
viduals wanting credit, but the power"of-vg’iving: it"is -dimi-
nished. - Bankers-and- others ‘who have the diminished power,
are’ more - cautious " in -using "it—and this- circumspection ‘in--
creases the evils that accompany 4 contraction®of- the circula-

tion.;- it. is,-'\in--itself,- a- further contraction.. -The - scarcity of
money  is generally- felt ;> and "from "the- private mode of

managing the concerns of: the Bank, individuals'are at & loss to

whom they ‘should - ascribe - their -difficulties. " By ‘the - sale of-
Exchequer bills by -the Bank; to the' extent of 670,000l a-
reduction of 34 per-cent of all her'issues was ‘accomplished,”
the effect on commercial -credit ‘may be increased two " or
three times ‘beyond the actual reductionin the currency.” M.
Grundy’s question, - therefore, - as-to - the “causes of ‘the large
alterations that had taken place in the monéy market-was both’
a fiatural and a very proper one to put-to the'Chairman. The "
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impaired. The exchange with Paris, rose after April,
from 25.15 to 25.25, being a rise only of 17s. 11.1d.
per cent, though the contraction of the London
circulation had been 31 per cent. :
Dr. Kelly in his table No. 1, of the. Pars of Ex-
change, p. 146, vol. i, states the par with Paris in
gold to be 25.26 by assay, which is the correct bul-
lion value of the currency. Now, if there had been
no excess in the general currency. of the country, the
reduction of the issues on the part of the Bank of
England must have turned the exchanges greatly

in favour of London. ‘The whole effect, however,

was to raise the exchange to par. It had, how-
ever, the effect which the Bank ‘wished to produce,
it checked for the time the further exportatlon of
gold. : :
The effect of the contraction of the cu’culatlon
was severely felt in London, where credit towa_r,ds
the latter end of September and throughout Octo-
ber, - was hearly annihilated. - In November, the
Bank, it was said, became alarmed for the state of
credit, and became more liberal in her discounts.
That such was the case is probable, as the - ex-~
change with Paris, which on the 7th of October

reply of the Chairman, requesting Mr. Grundy to apply else~
where for an answer, his desire being. to exonerate Bank
Directors, was declarmg at ance that they wele niot, in their
own judgment, the cause of the alterations in the value
of money. If my reasonmg has been correct, a different con-
clusion must be drawn.

N



178

was 25.40, was by the' 18th-of November at 25.20.
By ‘this time, however, the :state of credit in Lon-
don was widely felt ‘throughout -tlie country.

~ Country bankers could no longer find. cthe usual ex-

tent ‘of accommodations from -theéir Tiondon corre-
spondents; and those who' ‘had deposits in London
began to’ withdraw ‘them in October-and November,
from a conviction’ that they must be prepared for
the Worst; this greatly increased the ‘difficulties in
T.ondon, ‘and “still further impaired the ‘general
state of credit. ‘It ‘wds'impossible any longer for
the London ’7bénk§e"x‘s“’to"'ﬁﬂpport the credit of the
country ones; and the . failure of ‘a few. brought
disciedit on the whole: so that ‘there-was hardly
a banking-house throughout England:that had not
a run upon it for gold or Bank of England notes.
The ‘inievitable ‘consequences’ of such a state of
thmgs was, to force the sale of all securities that
could be converted into Bank of England paper;
th‘at-gold might be obtained to ‘maintain the credit
of ‘the country ‘circulation. This in its turn pro-
duced a run upon the Bank of England for gold;
aiid we may judge of the ‘extent of Ter riieans to
fiieet this run, when she was forced, in the -course
of a week or ten days, to have recourse to the
issue’of one’andtwo potind-notes.- It was a tacit
acknowledgment ‘thiat et tréasive Was nearly éx-
hausted On the llth of N ovember, three pel

they were as low as ’751 The e}edxt of the Lon.
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don hankers was generally affected, there was a
run upon several, and five or six stopped payment.
Such a scene of alarm was never before witnessed
on the London exchange; credit was entirely de-
stroyed ;. and for immediate and temporary pur-
poses, the mterest of money Was from 40 to 60
per cent. '

- Thus closed the year 182.’1, a.year that: will be
memorable in the hxstory .of oyr currency and

‘‘‘‘‘‘

.the three per cent consols ‘were 96 ; m December,
1895, 755 A fluctuation entirely owing -to the
unsettled value.of the currency. It is to be hoped

that the lesson that has been taught the Bank of
England and, coyntry hankers will not be lost upon
them.  The gxtent of the mischief to the commu-
nity cannot, yet be measured. It must materially

 interfere: with the'receipts of fthe exchequer; ah‘d

the eple‘sent ;:be ’,ah_ap:dpned \_T_he total_stagnatlon
in buying and selling must affect, for a q@ns:ider;-

able time, the welfare .of .the .trading community.
From the state of credit, the fulfilment of existing

engagements.is.rendered difficult, in many cases

impossible; and .distress and bankruptcies. will fol-

low as,a necessary :consequence. .
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| CHAPTER X.

Recapxtulatlon of the principles attempted to be establlshed in
" the foregoing chapters

1IN the foregoing pages, I have endeavoured to
‘establlsh the following principles : :
‘1. That in a country with a paper currency, pay-
able in gold on demand, any undue or unnecessary
~ extension of its amount, ‘such as would not be
called for in the ordinary course of commerc1al
transactlons, and never would be made 1f the
whole currency were metallic—but such as may be
made by loans to Government, purchase of Exche-
quer bills, on loans, mortgage, or on stock—will lead
to a reduction of the current rate of interest, an
annatural rise in the price of Government funds,
and a general spirit of gambhng in ‘all money

secumtles
9. That if the currency of the country were

entirely metalhc, or the proportlon of pape1 the

lesser quantity of the two, we might be less sub-
ject to such violent and extensive fluctuations in
the value of property; so productive of ruin and
distress to the community, and rendering it a
matter of doubt whethér as a nation we derive any
advantage from the substitution of a paper for a
metallic circulation.
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3. That under a system of cash payments, the
Bank of England could not add to the amount of
the currency, beyond the legitimate -demands of

the country, or such as would be demanded if the

whole circulation was metallic; unless she resorted
to loans to Governmeut, or on mortgage, purchase
of Exchequer bills, or loans on stock ; and that
when she has recourse to such measures, so com-
pletely at variance with the soundest principles of
banking, it is followed by an extension of the
circulation of country bankers, in a far’ greater
proportion than the increase to the basis of the
currency, in the first instance, by the extension of
the issues of the Bank of England ; and sconer or
later will produce a demand for gold on the Bank,
so as to force her to a contraction of the currency
~endangering her own safety, destroying the cre-
dit of the commercial community, and the bank-
ing establishments of the country. That when
the Bank of England is obliged suddenly to con-
tract its issues, either to pré‘serve its gold, or to
augment its amount, it-may be followed by such a
contraction’ of the country ‘circulation as for a
length of time to keep the bullion value of our
currency much higher than in other countries, and
causing a fall of prices from diminished consump-
tion, the want of conﬁdenée, and the means of
exchanging commodities, that bears no true rela-
tion for the time to the state of the forelgn ex-
changes o the market price of gold as  ap-
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pears to -have been the case in 1820, 1821, and

4. Tbat while the Bank of England possesses

the monopoly of the currency-—paper-as. well as.

metallic, hy the existing regulations: of the -Mint
she has the power of regulating the current rate

of interest, which would otherwise be regulated by

the current rate of profits on coinage; that under
the.operation of this monopoly, she may -acquire

“an extent of treasure, which in the end may be

attended with such a supposed sacrifice of her pro-
fits, by loss of interest, as to induce her to' adopt
measures to free herself from. the encumbrance,
and lead to very great fluctuations in the value of
money and property. generally.

Lastly.—From the undue or unnecessary in-
crease of the currency, which could not. take place
if the whole were metallic, we have the origin
and sole cause of general speculations and over-
trading, -which proceed with its increase, and in
their progress demand or require new additions to
the circulation and credit; and, from the conse-
quent facility of .obtaining “credit, may - far out-
sftrip”t»he actpal inerease rof the currency; a state
of things that cannot be prolonged. beyond the
safety .of the Bauk, ‘which . again depends on
the: stock: of her treasure : the issues are then con-

" trdcted, thlS is followed by the contraction of the

country .circulation, credit is destroyed, and sud-
denly.our markets assume the appearance- of low
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prices, over-production, or indefinite supply.* [f this
principle is. applied to the contraction of our cur:
rency in 1815 and 1816, w1th the low prices that
followed ; its-extension. in 1817 and 1818, and the
general speculation, overtrading, -and high prices,
that succeeded ;- and -again, to its contraction in
1819, 1820, 1821; and 1822, and the general com-
plaint of abundance of foreign and home produce,
and low prices that continued th;'oug‘hont these
ve‘us, and lastly, to the increase of the currency
in 1824 and part of 1825, with the accompanying
rage of. specu]dt_lon, overtrading, and high prices
that followed, we see the est'xblishment of the p_‘x;in-,-
ciple in all its forms and effects.

In the opinion of Mr. Tooke, general specu-

*lation Emd overtrading may take place in a country

where the currency is purely metallic, and in-
stances the extensive. fdﬂul_es in Hamburgh in
1798, But it-must. be remembered, that these

failures were . subsequent to, and I have hardly a |

doubt were consequent upon, a very sudden and
violent contraction of the currency of England in
1797, and extended throughout the whole of 1798,

as a reference to the then foreign exchanges will

confirm. .. It is more than probable that the exten-

* High prices are not necessarily favourable to speculation and
over-trading, but on the contrary,low, and rising prices ; which
nnply a new relation between commodities and currency, from
an mcrease of the latter. The evils of such a system are not

 confined to England, but inust produce a corresponding effect

on the commercial relations and credit of evety (,ountly with
which England holds intercourse.



184

sive speculations in 'Hzimburgh, “which failed in
179'8,' had their origin in the extended current:y
and high prices of England in 1795 and 1796.
In these years we had also our speculations and
overtrading, and they were checked by the neces-
sity imposed on the Bank to diminish its issues.
The failure of credit in England would extend to
Hamburgh, as a matter of course ; Hamburgh at
that time heing most extensively connected W1th
us in commerce. o ‘

If we refer to the state of the money market
in Hamburgh, in December last, we. shall ﬁnd,
even with her purely metallic currency, that the
state of her public credit was not- different from
our own ; but it was in this case also, asin 1798,
subsequent to, or accompanying, the state of pubhc
credit in England.*

If these are legitimate conclusions, it would ap-
pear, that the evils of our paper currency are not
confined to England ; and are far more extensive
than has hitherto been conceived or admitted;
and may be an argument, stronger than .any yet
produced, for remodelling our system of paper
currency, and, if not abolishing it altogether, to
confine it within such limits; as to diminish, as
much as possible, the chances of its producing
such extensive mischief, : ‘

#*By recent accounts from Paris, we have been informed of

extensive failﬁreé on their Stock Exchange ; but these failures .

have been subsequent to the contraction of the circulation in
England. ' R
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CHAPTER XL
‘Proposed remedies for the reguiation of our currehc'y{ -

I sHALL now proceed to state such remedies as
may enable us to avoid in future the evils that seem
to be inseparable from the present system of our
currency. -

It is necessary to begin with the Bank ‘of Eng-
land, as I think the cause of the late fallu_re, in
commercial - credit has in a great measure, if not
altogether, been traced to her measures for un-
necessarily, unless. for her own interest, increas-
ing the amount of the currency. I would, there-
fore, take the power from her of lending to Go-
vernment on Exchequer bills, on mortgage, or on
stock. ~ None of them seems.consistent with the
legitimate principles of banking. Tt would be
desirable also, and I think it very practlcable, for
the Government to raise money at any time on

‘Exchequer bills, for the arrears of the consolidated

fund, without doing so through the medium of the
Bank. If the ‘Government would establish in the
city a banking-house—call it the Exchequer and
Treasury Banking-house, where every public ac-
countant would have his accounts, by which the
Treasury would at all times have the balances of
evéry public account at command u(whic_h balances

SR
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‘amount on-an average to from four to five millions)
they could, through the means of their own bank-
ers, raise money in the public market at the cur-
rent rate of interest. Such a plan as this would
avoid all interference with the current. business of
the Bank. If she retained the management of
the- national ‘debt, the Treasury -and Exchequer
bankers would pay over to her the interest due
quarterly, and no more intimate connection need
exist. The Tr easury and Exchequer bankers,
according to ‘the balance of cash on hand, could
apply it to.the purchase of Exchequer bills, and so
diminish the charge of interest to. the Exchequer,
The profit which the Bank now.makes on these
balances would be transferred to the public, and
would do more than pay the expences of the bank-
ing establishment. - The result would be the same
as if the Treasury kept the accounts of all its
servants, -and made a profitable use of the balance
in hand. . L
- As it has been proved and I hope satlsfactorlly,
that our paper currency is in an: undue proportion
to its metallic basis, [ would propose that the Bank
of England should not issue notes below the value
of 20, If this became the general regulation for

all banks issuing promlssory notes, it might bring -

back our-currency to the state it was in a few
years previous to the. suspension of cash payments
in 1797, when our gold currency was estimated
‘.by Lord lecrpool Ml Rose, and others, at - from
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twenty-five to. thirty millions. That such a mea-
sure would not entirely preyent the variations in
the value of money, inseparable from the use
of a paper currency and so injurious to the:
public welfare, I am: willing to admit. - The nearer
the approximation to a currency. entirely metallic,

the more steady and uniform will its value be; and
perhaps the essential interests of the community:
would be consulted by prohibiting the circulation of

any promissory nete helow the value of* 50/. giv-
ing the bank of England the power, for the conve-
nience of the country, to issue Bank post bxlls for
sunis of 10Z: and upwards. L

. If these regulations were adopted, I would pro-
pose ‘that the trade in coined money should be
perfectly free; that the Mint, according to the plan
T had the honour to propose -before the Committee
of the House of Lords on the Affairs of thé Bank
in 1819, _shonld» possess a fund, which would en-
able her, immediately on the quality of the bullion
being ascertained by assay (and in no case should
this exceed forty-eight. hours) coinedmon,ey would
be given in exchange for it.

I have already endeavoured to show how im-
portant -and" essential such a- regulation is to the
interests of the community, andl.‘the,pr.obability,-
that if such a regulation had been co-existent with
Mr. Peel’s;bill. we .should -have escaped. from the
long : continued - ruinous -prices that followed the
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measures of the Bank befme and after the resumps»
tion of cash payments. ' .

I would further propose, for the general conve-
nience of all classes, but particularly the lower, that
an-addition of three or four millions should be made
to the silver currency at the rate of half a million
per annum.  The silver currency in the country can
never be said to he proportioned to the wants of
the community unless every labourer throughout
the kingdom can receive his weekly wages in the
current coin of the realm. That this is not, and
has never been, the case in this country, I think I
may safely affirm. On the contrary, we have had
5s. and 2s. 6d. notes, and checks upon provision
shops, and meetings between masters and servants
in public houses for the payment of wages, taking
from the labourer the power of spending his wages
where he pleases, and the advantages of a ready
money purchase. The tendency of such a system
is to render the labourer more dependant and de-
graded than he would otherwise be, and in point of
fact it inust operate, more or less, as a tax on his
wages. 1 am satisfied that an abundant silver

“currency would add decidedly to the morality,
comfort, and independence, of the labouring classes
of the community.

The profit which the government would derlve
from these progressive annual coinages (which can
be suspended on the first appearance of £XCEsS),
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would defray the greater part of the. charges of the
Mint establishment. -

~ With regard to the cir culatlon of the country
pankers, I would propose, first, that the bankmg
system should be thrown open to Wlthm sixty-five
miles of Loondon, as agreed upon by the Government
and the Bank in 1822,* but that they should issue
no notes of lower denominations than the Bank of
England. If joint stock banking companies followed
the freedom of the trade, there would be suﬁic1ent

“security. for the public, and the power of over-

issuing considerably reduced by the paper cur-
rency being confined within narrower limits. That
portion of the currency 1 from a 1/. note up to twenty
or fifty, whatever, .may be the limit, ‘will hereafter,
being metallic, form the solid .capital of those
who think it their interest to follow the profes-
sion of banking. This . - portion of thelr capital
bankers will lend at mterest in the discount of bills,
as formerly ; but as it is a.real and substantlal
capital, it will not be liable to the same changes
from scarcity- to abundance, or from abundance to
scarcity, as if it were entirely paper The effect
of this plan would be, to give great solidity  to
our banking system ; it would be men of real and
substantial capital that would embark in the busi-
ness, and the public would be freed from the

* Since this was written this desirable point has . been
arranged between the Bank and Government.

N
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ruinous consequences that follow an extension and
contraction of the paper circulation. A really
useful system of paRer currency, that system in
fact that enables a nation'to apply a portion of her
metallic capital to" other anll- prodactive purposes,
ought to be the dim of “the Government. 1f that
portion of capital, ‘whatever it may be, can he
saved, without producing ruinous speculations atid
overtradmg, it will ‘be ‘beneficial ; “but if itis-at-
tempted to save more capital, ‘by the- sibstitution
of paper, than the nature of ‘the system ~will bear,
and subJect the community ‘to- ‘much ‘more -exten-
sive loss by the attempt, it proves- ‘something ‘bad
in the system ¢ it becomes a question, then, what are
the proportions-of papér and coin, if any, that-can
be ‘maintained’beneficially in a country, so as not to
cause a greater destraction of capital, by specula-
‘tlcms and clvertradmg, than'the saving which results
from the substitution of paper for gold. This is the
true mode of estimating the advartages and disad-
‘vantages of a mixed c(‘l‘rreh‘cy,l such-as we have'in
this country. -Supposing the whole currency of the
‘three kingdoms to be fifty millions. If twenty-five
millions of gold and twenty-five mllhons of paper do
not keep us ‘free from the evils of a great]y varying
value in money, we ought to try any other-proper-
‘tion, greatel of gold, and less’ of - papez. If every
proportion fail in giving us a fixity of prices, such
-as woild -result -from -a purely meta]hc eurrency,
heneficial to all, and mymnuq ‘to-rione; we- ought
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at once ‘to ‘come -to the resolution .of ‘having no
other than'a metallic currency. ~ In ‘other words,
make England as:the county of Lancashire.

- ‘An -opinion prevails, and I:think an erroneous
one, that if we were' to:abolish ‘eur paper: currency
neither ‘rent ‘nor 'taxes, of course ‘the “interest
of the national debt, could be paid. ‘We have
attempted to-prove -that all the advantage tobe
derived from our paper-currency, as a substitution
for gold, is the ‘profitable use of that capital-for
which ‘the :paper is a :substitute. If this is‘five;
ten, or twenty ‘millions, then the reproduction of
that capital, ‘with'a profit, is the'limit, as it is'thé
maximum, of the - actual advantage ‘of our paper
currency. Inasmuch:as ‘it is anincrease to -the
amount of the productive capital of ‘the country;
in so far it assists in the payment of ‘taxes, -but no
further. Taxes -are never paid from currency,
though paid in-currency. It is from the profits of
capital alone that taxes are paid, and currency is
the medium by which they are paid. It is'of no
consequence, ~therefore, whether -the currency
is ‘all paper, or partly ‘paper and metallic, or
entirely metallic, as far as -the payment “of ‘rent
and taxes are concerned. There has been -attri-
buted to the paper currency of this country a sort
of ‘magic power, by which wealth -has been created

.and the Government revenue ‘collected, to'a much

greater extent than it could otherwise have ‘heen
done, by‘which the interest of the : national - debt
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“has been paid, and without which landlords could

not have received their rents; and the. lnference,

drawn is, that 1f,4the\papel currency was restricted
in amount, or entirely abolished, the Govern-
ment could not -carry on the affairs of the nation,
and landlords could not receive their rents. In
this - conclusion I cannot agree. If the paper
currency at any time has kept prices in this coun-

try above their bullion value, which is admitted

was the case during a considerable period ‘of the
restriction on cash payments, rents would also rise.
The restbration of the currency. to its. Mint value
'would restore pﬁces to their bullion vzz}lue, and

rents would fall to their proper level, but the land-

lord would sustain no further injury. The rise of
rents from .a depreciated currency was not. all gain
to the la}ndlerd, for the .purchasing 'power ‘of his
rents was reduced in value from the rise in price

of all the articles of consumption. When rents,

on the other hand, fall'to their bullion value, the

losé to the landlord is more nominal than real,

General prices are ]OWGI, ‘and  his diminished

amount of rent can command a greater amount of

the necessaries of life.

I have thought it necessary to state thus much
of the principles of currency, before noticing
‘what regulations it may be advisable to introduce
with regard to the circulation of -the country
banks. _ ‘ :

This subject has deservedly occupied a great
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deal of public attention of late, and several plans
have been proposed with the view of introducing
health and’ stablhty into this portion. of our circu-
lation. - P

The aqmmllatmg of the country banks of Eng—
land to those of Scotland has been uiged as a re-

medy for the evils of the present system. “That "

the  introduction of joint stock and  chartered:
banking companies into England would be attended.
with great advantage, no-one will deny—that is

- acquainted with the stabiliiy'of the Scotch banks.

It would operate as.a complete protection to the
holders of notes agamst the ‘insolvency of any
of the banks. - Here the ‘benefit Would end ;

and great as it. mamfestly is, T think it the lesser
of the two evils-that exist in- the present country
banking system.of England. . The “extensive dis-
tress at this moment felt throughout England,
from the discredit and insolvency of.the country
Dankers; - has. its- origin in the power of adding
largely and unduly to the amount of the currency.
This-evil was not confined to England. Scotland
has ‘had her" currency augmented to the level of
England ; has had her. Jomt stock speculatlons and
overtrading; has,a]so had hex_\cxrculatlon contracted,
and pl»_lb,li,c‘ credit -impaired; ‘her labourers thrown
out of employment, and a general stagnation in.

trade. - The only difference in’the two cases is the

distress and loss that the lower classes of England :
have sustamed from heing thé holders of - the notes
O t
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of. such. banks as have become. insolvent. . - But
even this distress, great and lamentable as it may
be, 'is not to be compared with the far greater
misery that afflicts the population in both coun-

tries, from the want of employment. that. follows.

the destruction of- credit - and capital during the
stagnation of buying and selling. The poor must
suffer until - general confidence is restored ;- and
supply and demand resume their ordinary level.
The introduction, therefore, of the Scotch system
of banking into England, though much superior to
that now existing, would be no effectual - remedy
for the greater evils of our present paper currency,
inasmuch ‘as it would not take away the power of
adding suddenly and largely to the. currency, or

diminish the necessity arising from the use of that . |

power, - of suddenly and extenswely COntractmg
the circulation. . e - ,

Another plan has been proposed in the Scots-

man’s newspaper, 17th of December last. The
writer states, that « the repedl of ‘the ‘injurious
and abstird restriction which has obtained for more
than a century in England, by which “more ‘than
six.-individuals ‘are- prevented from ‘entering - into
any co-partnery. for.‘the issue of ‘notes, has been
suggested as a remedy for the; evils ¢omplained of.
Bt though this “repeal ‘would, by- dllowing the
formation of great joint stock bankmg companies,
possessed of ‘adequate  capital,- be a very great im-
provement on the existing system, we are very far

in England.
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indeed from- thinkingthat ‘it would.® of - itself ;be
sufficient. There must always be“infinitely 'moré

hazard in conductmg the business of banking in a:
highly commereial; country like: England; than i
Scotland ; -and-nothing can be more dbsur dthan to

argue; that:because few of the Scotch banks have

failed, -they would therefore -succeed equally well
.: There .is- more speculation: in -Lans
cashire in‘a single week. than ‘there is in- Scotland
in a twelvemonth ; and. the risk incurred by the
hanking establishments there -must ‘be:proportion-
ably great.. - The fact.is; that'no company; whether

it- consists- of.siz, or siz hundred.thousand. parts
ners, ought to be permitted to issue motes‘at plea:

sure. - For you' can have no security that they will .

not: abuse . the power: to:doiso; at the same . tlme,

that it s certain that' the ruin ‘gccasioned’ by ‘the
bankruptcy ;of -any establishment will most . com-
monly be. directly proportioned. to the number. ‘of
its partners; and- the ; credit 'and . confidence it has
enjoyed.. ‘To insure ‘the :public against the bad

faith or:.ithe imprudent conduct of the.issuers of

| paper .money,. it::has -always- appeared to us.te be

quite indispensable that a-law ‘should:be enacted o

compelling:all individuals. .or: assomatlons ‘who issue
notes. to ‘held :aeertain -amount. of Govemment
secuntles propovtloned to thelr issues,as:a guarantee
for the payment ‘of ‘their pape1 |

There- may: e

some difference of oplmon as to the limit at: whlch'l" '
this proportion “ought to be fixed, buit'we.do mot

o 2
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think it ought to be less than fwo thirds of the

. total amount of 'the stamps issued to them. Itis

to no purpose to contend that this would be laying
banking companies under any improper restraint.

‘Had the freedom they have hitherto enjoyed been

productive of no bad consequences, they - would
have had some grounds for protesting against
being subjected to any restriction ; but after the
wide-spread mischief,and destruction of individual
fortunes, caused by their misconduct and want of
capital, ~Ministers are not only warranted, but
they are called upon by a just regard to the public
interests, to interfere to put down the present sys-
tem.  Besides, it must be remembered that the
bankers will get the same: rate of interest on the
funded property that.is'got by other individuals;
while- the obligation to hold it - will have the effect
to exclude all persons who are not possessed of
capital fromn the trade, and will prevent those:who
“are possessed of capital from improperly extending

their issues. = Neither do we attach any weight to

the objection of thosé:who contend that this mea-
sure would be opposed:to the principle of the free-
dorn of industry ; for, though’ generally true, this
is a prineiple that ‘does not hold universally. It is,
for example, admitted on all hands, that in order
to prevent the confusion: that ‘would:arise from the
currency - of coins. of different values, but of the
same- denomination; it is expedient that Govern-
ment should interfere-to prohibit:the ¢irculation of
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private  tokens, and of all coins which have not
been struck at the public Mint. But if such a
regulation ‘be, as it most. certainly is, expedient,
why should it not also be expedient to endeavour
to secure the public against loss from the issue of
worthless paper money. Women, mechanics, la—
bourers, and individuals of all descriptions, who
are no wise qualified to judge of the stability of
different banking companies, are all dealers in
money ; and they have a clear and undoubted
right to expect protection and se¢urity from such
an o};vious _cause of loss as the granting of per-
mission to every one who chooses’ to send -notes
into circulation.” - - o

This plan has for its object the protection of the
public, who are the holders of the notes of the
English country bankers, from any loss in case of

“the insolvency of any of the banks. In this

respect, the plan would. be productive of the same
effects .as the joint stock banking companies of
Scotland ; and beyond this secilrity, the writer
does not seem to have‘ any other object in view;
and admitting that it would be a guarantee to the
public, which I think it would, it is clear, that it 1s
obtained by a sacrifice of a portion of the rate of .
Interest on banking capital in England,»td which
$cotland and vthe Bank of England are not sub-
4ect. It is, T think, objectionable. The writer
Justifies the principle -of his plan; ‘becéuse, “in “his
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. Gpinioti; there must necéssarily be more: havard in
. condiicting: the banking: doncerns of a highly com.

meréial - country like: Eagland than in - Scotland,

. Now- the competltlon ‘'of - 'capital,-and - the conse.

quent rate of profit, must be. the same in Scotland

_as in Lancashn’e, and the relative amount of capi-
tal and currency wﬂl Be the 'sainé in ‘both. ~ Con:
sequently, there can: be no highit State of commer-
“¢ial eredit, or greater. speculatlons, in’the one coun-

try than the other, afid no “greater hazard: to the

~ banks of England than to-the banks of Scotldnd,
B by any ! végulation the. relative amount -of

curréncy could be decidedly greater in Lancashire
than in Scotland; more extensive speculations and
iore decided hazard - ‘would attend bankmg in

‘Lancashire than in Scotland—=but this is supposing

‘a case eittirely at variance -with the prinmples of

_currency, which reduces jtself to one common

‘level throughout ‘a country,

Tt is the: operation
“of this-principle, that renders spécutation - general,
and nevér local in a country. Speculation- and

‘overtrading, as I have aheady endeavoured to ex-
Plain, have their origin in an ‘undue ‘incréase of

“the currency, and such as could ‘not’ take p}ace if

“entirely metallic, and when this increase takes: place

“in one part-of the country, from “the very nature

-and intimate connectmn of commermal transactions .

_ and banking, -it becotiiés in a - very short time ge-

ner al‘ in all. There. therefore cannot be two-rates
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of speculatlon in a country, Wlthout a dispropor-
tionate amount of currency, Y which in the nature of
things cannot exist. ‘ S

As far, therefore, as the prmc1ple of' ‘speculation
is concerned, there seems 10 motive for placing the
capltal of country bankers in England upon a
different footing from that of Scotland, which is
admitted to give complete secunty to the ‘holders
of their notes. : L

T doubt, however, that such a plan could be car-
ried into effect. For if the rate of interest on
banking capital was 5. per cent, a country banker
would prefer converting that portion of his capital
Wthh he is required to hold in Government secu-
rities at 3% or 4 per cent into gold, and lend it
at the current rate of interest at 5 per cent. . The
operation. of the plan, therefore, if attempted, would
be to bring us precisely to the same resdlf,’ thbugh

“in an ‘indirect and objectionable way, that would

he obtained by the plan that I.have in conclusion
to propose, that of reducing the paper correhcy;so as
to leave the proportion of one-third paper and two-
thirds gold. This would leave the banking trade

\ perfectly free, and the security of the public will

be found in. the -amount of *capital in gold and
silver in mrculatlon compared with the proportion
of paper, -

I would, therefore, plopose as a general plan for
our currency, that no bank issuing promissory
notes payable on demand in Englahd, Scotland,
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and Ireland, should be permitted to issue any note
of less value than 20/ The accomplishment of

“this plan should be very gradual, lest. the currency

should be forced, as in 1819 and 1820, to an unna-
turally high value. I would propose, ther efore, two

years for wﬂ:hdrawmg all notes of the value of one

and two pounds; in the third year, notes of the
value of 5/. may be withdrawn ; and in the fourth
those of the value of 10/ ; so that in f'our years the
plan would be in full opelatmn.

With a view to facilitate this measure, and give
perfect freedom to the trade in money, 1 would

“propose to place the Mint under such regulations,
. with a capital -of 250,000/.  as would convert all

the bullion hought for comage into eurreney in
forty-elght hours.

If this plan was objected to as more expenswe,
and leading to more extenswe coinages, T would
answer, that from 17 77, when the reformation of

~the gold coinage was completed, to 1797, the

average yearly coinage was about one million and
a half of gold : or about thirty millions; and from
1817 to 1825, a period of nine years, the average
annual coinage has exceeded three millions and a
half, or upwards of thirty-two millions sterling.
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| ,CHAPTERQXI‘I.-»"

Remarks on the plans proposed in Parhament for 1mprov1ng
the currency of the country : :

SINCE the p'rece.ding pages were sent to press,
Parliament have met, and the state of the currency
has been 'matter of disqussiorj; - The general opi-
nion seemed to be; that the“circul’ation. of the
country bankers was the chief, if not the whole
cause of the evils from which the public are saf-
fering ; ‘more particularly that portion of it which
consisted of notes of ome and two ‘pounds value.
There can be no question that the msolvency of

the country bankers, having a large amount of
small notes in circulation, is an evil of great mag-
nitude, and seriously affects the comfort of those

in whose hands such notes ultimately fall. But
this is a minor evil, in my opinion, to the existence
of a power, which has been very frequently called
into active operation, that of adding largely and

unculy to the amount of the currency ; originating

schemes of speculation and overtrading, which in
their reaction not only affect the comfort of “the
lowest classes, but (with the exception of annui-
tants and persons of fixed money incomes) all
classes of the community, far beyond the failure
of a few country banks. In the late panic about
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%70 country bankers became insolvent ; and let it be
supposed, that the actual loss to the holders of
their notes amounted to one million and a half;

which is about: one-eighth of the whole country

circulation in 1825. And if it be further sup-
posed, ‘that one half of the whole, or 750,0001. was
held by the working classes (which I think is a
liberal calculation), and if their numbers be taken
at 500,000/, in England. and Wales, then lndwl-
dual loss would be 1Z 10s.  To a labourer with a
famlly, I will ‘admit, that the loss of thlrty shillings
isa matter of con51derable consequence ‘but great
as’ the 1n_]ury done to"him is, I think it compara-
tively trlﬂmg, with the suﬁ'ermgs he and his fa-
mily- endure by his bemg thrown out- of: employ-
ment, during the stagnation of trade and manu-
factures, followmg such a crisis as we have lately
experienced in the money concerns of the countlv
But the labourers are not the only: suffer ers ; their
employers and their families suffer also; and rela-
tively, perhaps, to a much greater extent. Their
capitals are detemorated and numbers of them
sink from_respectable statlons in society, to a state
not much removcd from. their servants., For such
transitions from comfort and afﬂuence to povelty
and distress, a 1emedy ought if possﬂole to be
found. .

~ In the plecedmg pages, I have endeavouxed by
, f'lcts, to trace the cause of such over whelmmg
,dlstleas to its origin, dﬂd 1 hop(, successfully If it
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is to be found, as I think it is, in the nature and

management of our currency; the remedy can

only be applied in a system that will protect the

whole community from ‘a recurrence of such ex-

fensive ruin and misery' as: we are now. Wltness-

o N

‘The remedial measures proposed by his MaJes-

ty’s Government, though in themselves beneficial,
will not, in'my opinion, be attended with such ex-
tenisive. benefit as. may be supposed. The intro-
duction of joint stock banking companies, upon
the ‘Scotch system, will be as complete a check
against -insolvency as now exists in Scotland ; ‘and
here the benefit will cease. The lower classes,
i‘_ndeed all ‘classes,: will be freed from the risk of
the insolvency of the country banks—as much so,
as if the whole country circulation were supplied

by branch banks of the Bank of England.

. The second ‘measure, that of introducing gold
for the one ‘and two pound mnotes, will be of very
little consequence, provision ‘being made against
the insolvency of the ¢ountry bank ; -and ought to

‘be no more necessary in‘ England than -in Scot-

land, under the same circumstances.

‘Neither measure, it appears to me, is even of
the nature of a remedy for the main evil, because
they do not take the power from the Bank of
England of adding extensively to the -currency.
It is from the exercise of this power that I have
endeavoured to trace the cause of gener al specula-
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tion and: 0ve1'tradin’g', ‘the reaction of - which pre-
duces = such: extensive mlehlef throughout - the
community. ~As this in my opinion is the greatest

of the two evils; I-should have been glad to see

the remedy extend to both.

The substitution of four er five millions of gold
for the country one and two pound notes, will ope-
rate as a ‘very slight - protéction against an-over-

“issue of paper by the Bank of Eingland. It must
be remembered, that in 1793, we had a . very
similar failure of commercial credit to the present;

" and at that time, I think I am correct in stating

that the Bank of England -had no notes in circu-
lation under 10/, and the country bankers none
under 5. But even’ with- this extensive metallic
currency, we were not protected from general spe-
culation and over-trading, the reaction. of which
ploduced such extensive calamity at that time.
Mz, Tooke: states in his recent work on currency,”

that in 1790, the amount of treasure possessed by
the Bank was 10,097,000/, and its notes in cir-
culation amounted to 10,217,360/ - In 1791, the

Bank increased its issues by an advance to Govern-

ment of '1,500,0001.; and it was followed by an
increase of the country circulation ;- and I have no
doubt to a’ greater extent than the mere issues of
the chl\ upon' the prmmplc I have in the-pre-
ceding pages esplained. ~ The consequence was a
«lrain upon the Bank for gold so that its treasure

1

s State of the Cu1ren(,y, p 8.5
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by September, 1792, was reduced to 6,255,000/,
Mr. Tooke states, that there was a further drain of
nearly three  millions more - in the next six
months, Which he supposes supplied the place
of the discredited notes of the country bankers.
In February, 1794, the issues-of the Bank amount-
ed to 10.963,3801, and in February, 1795, were
increased to 13,539,160/, being 2,575,780 or
fully 18 per cent. - By the 81st December, they
were further reduced to 9,204,’500[., beingaredﬁc—'
tion. from February, 1795, of 4,384,660/, and
equal to-32 per cent.* There can be no surprise,
with such facts as these, that the public should be
subject to the mania of speculation and over-trad-
ing; nor at the re-action that follows the contrac-
tion of the currency. It was tampering with the

©currency that produced the dreadful crisis of 1797.

If the Bank of England increased its portion of
the currency 23 per cent in one ‘year; the circu-
lation' of the country-bankers, upon the principle
that I have attempted to establish, would ‘consi-
derably exceed that of the Bank. - The‘éttempt,
on the part of ‘the Bank, to check the drain upon

its coffers for:-gold, produces a’'general discredit of

the country paper, as in-December last ; so that, in
fact, to find a sufficient remedy for the unwhole-
some state of the currency, we should begin with
the Bank of England ; for it would seem that the

% See the Lords’ Report-of»Seci'ecy, 1"%97.
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eyils,origin_ate with that establishment. - Any re.

“medy, therefore, that does not impart to ‘the cur-
‘rency an uniform value will not be attended with

prospective benefit.

_The, substltutlon, therefore, of gold for the one
and’_xgtwg poupdnote.s,_wﬂ],_ not -protect -us from an
over-issue of paper, It is from this' conviction
I have: ‘proposed that the 'metaliic basis of the
country should be still further extended and that
no notes should be 'in: clrculatlon under:207. 1

do not say .that this .will protect; us. entirely from

anover-issue-of - paper -by the Bank of England;
but it will. certainly operate .as.a check. - When
the monopoly of the- Bank expires, and the trade
in money is perfectly free, a better order of - thmgs
may arise, and more paper and less coin may be
employed, with perfect security to the public; for
there is. no reason -why the.competition of eapital

employed in banking should not produce a steady

and uniform result, -alike beneficial to the public
and to the capltallst The.competition -of capital

would protect us from any fluctuation in the cur- -
. rent rate of interest; the circulation would be

always, full, but it would never be in-excess; any
attempt. at.excess would be instantaneously return-
ed upon the .Bank that made the .experiment.:
neither would there be any: deficiency, as it.would
be the interest of .every banker:to keep the circu-
lation to the level of the value of money in other
countries. A similar result: would €6llow, as if the

207

whole currency were metallic; prices would be
steady : capital would be freed from its present
violent fluctuations in value ; the wages of labour
would be uniform ; and there would be no transi-
tions from comfort and affluence to poverty and
want. The moral tone of the community would
be improved ; there would be a check to the spirit
of gambling, general speculation, and over-trading.

The completion of such decided improvements.

ought to be the aim of the legislature. -
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APPENDIX.

| No. 1.

An Account of the Market Price of Standard Gold and Silver, the Courses
of Exchange with' Hamburgh and Paris, and the Price of 3 per Cent.

Consols, from Jan..3, 1815, to Dec. 30, 1825 . Extracted from Lloyd’

List. First Quotation Monthly

Gy Sy : [T [V "
85 g8 | B2 |55 5
&9 £C |85 |dg | B
B g, | wl& 5 8 >
B & O = 5] Op'( Qé“s
3 25 | B8 | Bgy | sE
&5 ga SEX | 888 | Eo
1815. | &£ s. d. | s d. ‘
Jam. 3|4°6 6 |5 9 32.4 22.40°| 655 R1
Feb. 3 - 32.1 22.10 | 65
March 3 ; 51111t 322 22.0 63s
Apiil 415 7 o 28.0 | 18.80 | 57
May 2| 5 6 0 |6 93] 282 20.0 | 57%
June 2% 5 5.0 28.0 -{ 18.30 | 59
July 4| 416 o0 320 | 21.30| 59 R
Aug. 1| 4110 32.2 | 21.80 | 57
Sept. 1| 4 10 0 ~ 32.6 | 22.0 | 56%
Oct. 314 6 015 6 33.2 23.20 | 57%
Nov. 3| 4 3 0 33.8 23.30 | 613+
Dee. 1} 4.3 0 1345 | 24.0 | 613
1816. :
Jan. 2|42 0 " 34.4 24.10 | 59+ R
Feb. 214 2 o : 34.6 24.40 | 611
Marphl 4 2°0.5 4 34.9 | 24.80 | 61z
April 21 4 2 o |3 2+ 35.0 25.10 | 603
May 3| 4 0 o -35:10 | 25.60 |:62%
Jume 4|4 0 0|5 13 35.10 | 25.35 | 642
Juy 214 0 0|5 o3| 362 | 2545 623 R
Aug. 21319 0 |50 | 3610| 2680 |63
Sept. 3| 319 o ‘ 36.9 25.80 | 612
Oct. 11319 0|5 0o 36.11 | 25.80 | 613
Nov. 1| 318 6 | 36.8 25.30 | 61z
Dec 3] 38318 6 | 4 11T 37.2 25.80 | 63
* Bonaparte landed in I‘Lance in March, 1815. The Battle of Waterloo

was fought on June 18,

en 3 per Cent, Consols are shut, 3 pei Cent. Reduced Stock has

been quoted,”

p
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1817. (£ s. d. | s d. : '
Jan. 31318 6 36.7 25.40 | 633 R
Feb. 4 I | 36.2 | 25.20 | 64
March 4 | 3 18 6 | 866 | 25.80 ) G8:
April 1} 318 6 © ] 86.2 | 25.20 | 72%
May 2| - L | 855 24570 | T2%
June . 31| 3 19 "0 S 185, 24.60 |73
July -~ 1319 .0 : :85.5 | 24.80 | 755 R.
Aug.. 1| 4 0.0 |3 34| 348 | 2430|790k
Sept. .2 R .35, 24.40 .1 79%
Oct. 3|4 0 O 35.2 24.40:| 81%
Nov. 4| 4 0. 0 |5 .34} 34,10 |-24:40. 82%
Dec.. 2 : 5 :33 | 3497 | 24.40 | 83%
S . €. -
1818. ] . o | A0
Jan. 214 0 € | 346 | 2440 | 81 R.
Feb. 3| . | o {3462 | 22079
March 3 SUPEIN B R ! 54. 24 | T8%
April 3§ 4,10 |5 4 | 343 | 2420 80 .
May 1|4 -2 BN 34.3 24,20: | 79% .
June 2.} 4 .1 6 |5 5%} 34 . | 245" 79 .
S July 8 TR T 34.5. | 24.30'| 78% R.
Aug. 4 e 156 | 3442 |0 2420 | 7TH
Sept. 1| - P15 43 | 346 | 24.40 | 731
Oct. 214 1 6 |5 43| 349 | 2470 | 75%
Nov. .3 543 | 34.2 |y 24450 ) TTH
Dec. .1 < 5. 60 | 83.8 |, 23.65 79
1819. ;. R R SRR T
Jan. 1. o U5 sy | 33.8 | 2850 | 78 R
Feb. 2| - ;|5 7 | 337 | 235078
March2 | 4 1.6 | - | 34.1 | 2370 |73
April 204 1.0 | . , | 34a | 2305 74%
May .4of - | |s506 | 343 | 23.90{ 72
June . 5. 9L | 852 | 2485 | 661
July te| .o |52 | 858 | 250 | O7% R.
Aug. 3| 3.8.0 |5 2 | 3511 25.10. At INE
Sept. -3 | - |5 2 | 86.2 | 25.10 | Tl+
Oct. 11| 8:17 103 |6 2 | 36.9 | 25.55%| 09%
Nov. 2318 6 |5 2 35.11 | 255 | 674
Dec. 37| 318 0 |5 2 36.0 | 25.10 | 67
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S G T o @ .
C’g N °,g - %DED .,.%3"5\ :&)
s g s 183 |87 <
ES | Eo |dE A% | L
S SR | w8 | 24
8= | EE lee B5. | BB
LES 87 | SES | EE | ES
1820. | £ s .d. | s doo| o Sl B
Jan. 4 |- 317 10415 2 36. 24.95 |- 68  R.
Feb. 1 {817 104{:5 2 | 36.1. | 255 [.67%
March'3 {317 1045 ‘14| 364 | "25.20: |<68% .
April 4 |8 17 103|'5 1| 36.7 | 2540 | 68%
May 2|8 17 105|5 03| 36.9 | 25.50 [ 69+
June 2317 104 |'5 03 | 37. | 2570 |69%
July 4} 317 10| 5 '0 | 87.3 | 25.80 |-69 “R.
Aug. 1 '3 17 104| 5 0 | 37.6- | '25.80 | 684 -
Sept. 1| 317 10:+{ 4 114 | 37. '25.70 | 675
Oct. "3 [~317 104} 4 11} | 37.8 25.80 |66
Nov. .3 [8:17 103 {4 111 | 37.7 | 25.80 | 67%
Dec. 1.{-3.17 1044 113 | 37:7 | 2570 {603
1821. o S
Jan. 2| 3417 104 | 381 | 2575 | 70 R.
Feb. 2 ['3:17 1035|4113 | 38.2 | 2575 ZIER
March 2 [-3:17 104| 4 11} | 38.2 | 25.80 | 724
April 3 | 817 104{ 4 11 | 38.7 | 25.80 | 723
May. 1 8217 105| 4 11 38.7 | 25.80 | 723+
Junei 1 1.3:17 103]4 10 | 88.8 | 2580 oo
July -3 1'3°17 1044 104 | 38.10 | 25.85 | 765 R.
Aug. '3 |.8:17 10&| 4 11 | 38.2 | 2555 | 7510 .
Sept.. ‘4 |'8717 '104| 4 11 38.2 | 2570 |76+
Oct::'2 |8:17 103" | 37.10 | 2570.| 763
Nov. 21:8°17 104|i4 11 37.10 | 25.60 |78 : "
Dec. 4| 317 1044 114 | 37.6 | 25.60 |'774: -
Jum., e
an.. 1 [:317 103 |4 114 37.6 | 25.60 [ 752
I\T/;:b.-. 1 ]1°8.17 1 + '_: ~Hl 87.5 25.40 ;6§
March 1 | 3 .17 .104 4 11 87.4i | 2540 | 79
April' 2 | 817 104|4 114 |-37.2° | :25:30 | 703
May: 3} 3.17 104" 37.2 | 25.20 [i79"
gune‘.i_q, 3.17 1051 37.8 | 25:35 | 791
Auly: "2 847 6 {411 | 382 | 2570 |:80 R.
Sug-..e 317 6-1°4 115 | 37.8° |"2545 1804
Oept. 31817 6 |4 111|138 |'2560 803
NC_L- 1.8 17:.6~[-4 11%+..38.. |.25:60. | 814 -
Dov: 1 8.7 6| - - | 37.8. | 25.50. 823
ec.. 3|317 6|4 113 | 377 {25.50-| 791
P2
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i ’I‘%fg He | B8 | BEg | 82 E8 | i | Eda Ba. | 82
: = 2% | QEF 8PS | &S EC | 88 | §FF | §ES | ES
i 1823. | £ s d. | s d SR : ‘ ‘1825, |£ s d. |5 d 1
| Jan. 8| 817 6 |4 113| 37.8 | 2565 |80 R. | Feb. 11317 9 | 37. | 25.15 | 93%
Feb. 41317 6 i 87.8 | 25.50°| 7631 - 41817 9 | -37.1 | 25.15 |.93%
March4 | 317 6 | 4 113 | 384 | 25.80 | 73% : ' 8(817:9 |5 o0g] 371 25.15 | 932
April ©1'| 8 17 6 |4 114 | 38.2..| 2590 | 74% _ 11817 9 |'5 03| 37.1 | 25.15 | 93%
May 2|8 17 6 |4 103| 88.3 | 2590 |.78% 8 151817 915 o0s| 571 | 2515 | 94
June 3 (317 6 38.4 | 25.90 | 803 : 18317 9.5 o0z| 87.1 | 2515 | 933
July 1|3817 6 |4 11 | 38 | 2580.1.81% R. 221317 9 |5 o3| 37. 2515 | 94
i Aug. 1317 6 . 38.2 25.80 | 81% : 2513817 9 |5 03| 36.11 | 25.15 | 93%
Sept. 2 | 817 6 |4 11 | 38.2 | 25.85") 824 3 March1 | 3 17 9 - Tlo86.a1 | 2515 |.93s
Oct. . 3|317 6 |4 11 | 382 | 2590 | 83% , 41317 90 | - | 8611 | 2515 | 934,
Nov. 4| 3.17 6 | 37.10| 25.80 | 83% 3 8{317 9 | 3611 | 25.15 | 932
Dec. 2317 6 .| 37.8 .| 2570 | 84% . . . 1101317 9 |5 05| 36.11- 2515 | 934
| o « - 151317 9 | . 36.10 | 25.15 | 93
1824. : ‘ , 181317 9 | - 36.10 | 25.15 | 935 -
Feb. 31317 6 | 4114 375 25.60 | 90% | 251317 9 |5 1 36.10 | 25.15 | 931
Marckiz | 317 6 |4 113 | 37.5 | 25.60 | 933 § - 281317 9 |5 1 36.11 | 25.15°| 93
April (2 | 3 17 6 4115 8771 2560 | 95 . : 2811317 9 |5 1 36.10 | 25.20 | 932
May 4 |317 6 37.6 | 25.40 | 961 , ~April 5{317 9. |5 1 | 36.10 | 2520 | 93¢
i June 1317 6 | 4113|376 25.45 | 944 g 121317 9 |5 1 36.9 25.15 | 92%
July 2| s817 6 |4 115 374 | 2550 | 9% R. 5 191317 9 {51 | 366 | 2515|913
Aug. 3|317.6 | 37.4° | 25.25 § 92% 26:0317 9 |5 1 36.6 | 25.15 | 92¢
: Sept. 3| 317 6 | 3611 | 25.20 | 933 - é May 3|317104|5 1 | 366 | 2515 | 91%
i Oct. 1]317 6.5 05| 37.1 | 2530 955 : 10 5 1 369 | 2515 | 911
u Nov. 2| 8317 8| . 37. | 25.20 | 96% 8 171317 9 |5 1 | 369 | 2520 | 89.
g Dec. 3|317.9 |5 0F) 3610 2515 |95 ; 241317 9 |5 1 36.9 | 25.20 | 90
4 : : 311317 10+ | 5 03| 369 | 2520 | 89+
1825. , . | June 7| 317 105+| 5 03| 369 | 2520 | 903 R.
Jan. 4|317-9 |5 03| 87. | 2515|043 R. : 14| 8 17 103| 5 03| 36.10 | 2520 | 90 R.
71317 9 |5 0| 37. | 2515 | 94% 211317 10:| 5 03| 36.10| 25.20 | 905 R.
11% 317 9 |56 0| 37 | 25151 93% = 28 | 317 10+| 5 04 | 36.10 | 25.20 | 903 R.
140317 9. |5 04| 37. | 2515|933 : July 5|8 17 105|5 o4 36.10| 2520 | 9oz R.
| : 180817 9. 36.10 | 25.15 | 94% : 12 | 317 103 | 36.10 | 25.20 | 903
: 921|317 9 36.10.| 25.15 | 94 - : 19 | 3 17 104 36.10 | 25.20 | 90
951817 9. 36.10 | 25.15 | 941 . ‘ 26 | 3 17 104 36.10 | 25.25 | 903
281 38 17' 9. .87, | 25.15 931; i Aug. 2|3 17 10| 5 03| 36.10 | 25.25 | 90s
— : A : : i% g 177 10+ 5 03] 36.10 | 25.25 | 903
B * ubloons are uoted this day at £3 115, 'They are mfenorto N s A7 1031 5 1 36.10 | 25.25 | 891
i Standl;ﬁlw(gﬁdb£4 10s: qu per outﬁ:e, whlch would ry;lake the pnce ; 23 1317 103|5 1 36.10 | 25.25 | 893
£4 ls lOéd per ounce R . L - 80 .3 1710415 1 36.10 25.25 | 87+
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1825. | £ 5. d. s ds | e o Pl , An Account of the Number of Country Bank Notes, of all denominations,
Sent. 2 | 317 103 51 36.10 | ‘2525 | 862 74 stamped in each Year, ending Oct. 10, from 1804.5:0 1825 inclusive, with
ept-»/; .9 tR I kol Eetaisacl i 8 ST T the per Centage of increase _and decrease, comparing each Year with the
93171041511 37.° ‘,25'25_ &l - Year preceding, together with an estimate of the total amount in circula.
16 | 8 17 10%(-5 1 37. Y 125625 | 88% § tion, according to Mr. Sedgwick’s Tables,, in each Year, from 1804 to
‘93| 3717 10 |5 1° | 87. % | 2525 | 884 , 1825 inclusive, with the per Centage of increase and decrease, comparing
; 80 | R 51 |787.° ‘95130 |' 88 : cach Year with the Year preceding.
i Oct. 7| 8:17 6|5 1 | 37.2 | 2540 | 88% ’
i 14 |3°17 6|5 1 37.1 | 25.35 | 884
cgr g1y 8 tts. 1 p37.1 | 125.20 87% ce | oees . g var | e
; chgs L ks 1 | sz |iesis0 | 873 EfE,  |FER |49R | EEEfEE (ERE |22
Novi 4 | 817 97|+ 87. " |'25.30 | 87+ Szlp  |Gaf |GgE | Suafgt | oaE |
i Co11 8017 10§ |50 1% | 86.10 | 25125 | 87 55835 |z | Bz sEEety | gEp |fip
g 18 1317 10% 5 11 369 95,20 | ‘851 R ;g‘»:,‘g g~ | gg= 283Een® SE. | 88%
ol B B 252 it o : ExinE  |Egif|gnf| BuiBafl |RunP|Bgif
! Dec:: 2|87 65 13 2 | 25,25 | 8¢ : $8588 2508 | 2888 | aR83E43 | 255F | 3853
9 {s17 675 1 |'37.6 |°2535 |82 R ; a R T ETE
. PR at i ; [ IS M 1 ] P
16 (3.7 67| 5 o3| 88 |'esss |70 0 i 1800 | 11480548 | 14
‘93 ; ’3 « ‘7 6‘ . 5 O—}- 37.1 1 A 25.50 80 1801 6,587,398 42-1% 18,021,900
23 e LS orlshs | ese0 | s f 1808 | 8,653,017 | 238 | - | 16,871,524 6,
30 {317 6-y5 04| 37.8 | 29291 ; 1809 | 15,731,986% | 814 28,102,403 | 404,
., i , B 1810 | 10,517,519 83f; | 23,893,868 ol .
‘ o 1811 | 8,792,483 164, | 21,453,000 15
- LoEen _ 8 1812 | 10,677,134 | 207, 19,944,000 17
‘ T R : 1813 | 12,615,509 | 192 22,697,000 | 13f,
1814 | 10,113,575 145 | 22,709,000 &
1815 | 7,024,949 292 | 19,011,000 16,
: - v : , ’ ‘ . 3 816 6,423,466 . 1 154, 15,096,000 . 208
i _ Co S o L : 1817 | 9,075,958 | 414, 15,898,000 | b,
; R ‘ . : 1818 | 12,316,808 | 85%; | 90,507,000 | 29
o SRS N Lo . 8 }8}9 6,130,313 502 | 11,366,875 154,
13 ‘ . N , ; 1820 | 3,574,804 | M | 1Lrensen | 32,
5 » . = o . . 1821 | 3,957,582 | 11y, 8,414,281 285
! ‘ I , - B is22 | delredl | 5y 8,067,260 Al
i _ . o , - 4 28 | 4,657,589 | 10,7 8,198,217 | 9
! . L S sl , 1824 | 6,093,367 | 305 10,604,172 | 20§;
! . , . : B 1825 | 8,532,438 | 40 | uparen | s34

* In 1809 the duty on 1. notes was increased from 3d. to 4d. and may
account for the great increase in this year, the notes bearing a 3d. stamp
being no longer issuable.’
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