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LETTER,

&e.

SIR, . : ;
I make no apology for addressing  the.
present letter to you upon a subject connected
, with a branch of public affairs in which you
‘ . have so eminently. distingi]ished yourself. Al-

though measures of finance may more properly
belong to another department of the adminis-
tration, your particular study.of the currency of
the country, and the successful result of some. of
your early measures, must naturally suggest your
name to any writer, who deems it his duty to
recommend new means for upholdmg that system
of the circulating medium which your bill in
. 1819 so happily restored.

- I feel persuaded, Sir, that you have not been
- an indifferent observer of the recent occurrences
| in the commercial world. I am convinced, that
~ so miuch extensive mischief; and I ‘may add, so
; much needless ruin of many la.rge “(_:apl_tahsts,

s .

———
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and still more, so much private calamity in large
districts of the country, from the failure of in-
solvent firms, must have appealed very powerfully
to your feelings. It must, I think, equally have
become impressed upon your mind, that great
interests have been seriously -affected by the late
events and their consequences; and that it is
therefore a public duty to adopt some precau-
tionary means against their recurrence.

In entering upon my present inquiry, I will -

not trouble you, Sir, with a long discussion of
the causes to which the late events have been

 asciibed, “But as the object of this letter is to

show that the most efficient remedy ‘is within the
power of govemment it becomes necessary to

' premlse a’ féw words to estabhsh the’ fact

(scarcely indeed. doubted), that no part of: the
laté - extensive mlschlef can be attributed either
to the negllgence, or absence of foreSIght of the
kmgs ministers. - Trind R

“As far’ as regards the” ‘government, it'can ma:
mfestly have‘had no share in such consequences,
unless 'it" has encouraged that peculiar species of

: currency “which’ has ‘been principally affected ;
or unless it had originated any such course: of -

measures, ‘a5 have. necessarily Ted- ‘either to -an
unusual demand for metallic* specie; or to- the
circulation ‘of ‘an' excessive quantity of paper.
But what, under either of these: heads, can ‘with:

- any candour be 1mputed to govérnuient or to its

!

measures ? - Perhaps at-no period -whatever has

our-finance stood upon a more solid basis. The’

system of our -currency, so far as’it was within
the control of the state, has long rested-upon-its
old: established standard; and -as it is composed
of: coin . and paper, has long  been’':under:the
proper check of each  being: maintained in‘:its
due proportion, upon the principle of conveni-
ence on the one hand, and convertibility into-coin
on the other. By the existing law;no debt can
be legally -discharged if ‘the - creditor- should
dissent, except in' the coin of the realm.:%As

regards the standard; gold has been continued

in preference to silver, as tending' to counteract
the -effect of:-the:'more fluctuating: price - of the
latter metal. Under this standard, all prices are
measured by gold; silver being ‘only employed
as the: means of expressing the-fractional parts of
the current gold:-coin. ~No state:even'ts," no sub-
sidieés, no: public-transactions, at home or abroad,
have tended to:dérange: the natural order of our
circulating medium. - It must; indeed, be allowed,
that the: recent - system of free-trade has greatly.
enlarged the commerce of the- country, and"led
to an extraordinary increase both of imports and
exports. - But it must:be' equally. acknowledg"e’dé

. that this: ‘enlargement: of ‘commerce . is; i itselfj

an unquestionable public: good, being, in-othes
words, 'an augmented source of’ profit, and an

extended means of ‘pouring new wealth into the
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country: - If the imprudence of merchants have

- pushed this opportunity -beyond- the- ‘compass of

their own:: capltal ; if they have tooseagerly and
precipitately availed themiselves of these occas
sions, the error and its'consequences necessarily
belong to the abuse of a good measure, and. not
to the measure itself. . In. a word, it would be
impossible to find any thing in the conduct of
government, or in the natural and proper ten-
dency of their measures,  which could in any
degree contribute to the late disasters.

But as I am fully satisfied that no person of
any candour or judgment can adopt this censure
against the king’s ministers, I shall proceed at
once to the consideration of the subject before
me, in . its due method. This subject appears to
distribute itself under two . heads: First, what
have been the causes: Secondly, what appear. to
be-the proper and efficient remedies.

The first of these causes appears to have been
the great redundancy of capital in the early part
of the last year, and in such a consequent reduc-

~ tion of the interest. of money, and in the rates.of /

profits, as induced those possessed of it to seek
for extraordmary means to_employ their accumus

- lations; and, under the avidity of gain, to embark

in every perilous venture proposed to them. .1t

is totally unnecessary to insist upon a fact now

universally admitted.. It is notorious that, under
this abundance of money, the rate: of interest in

5

the spring and. summer of 1825 did not exceed
three or three and a half per cent.,” and that
bills of high credit and short dates were discount-
able in the market at a- much:lower rate. In a
word, money was so. plentiful, that, consistently
with security, there was no competition in the
demand proportionate to the supply. The bank-
ers were more ready to afford discounts than
the merchants to solicit them. . The best. notes,
instead of being.sent to the Bank of England,
were carried upon . the: exchange, and there dis-

‘counted at a lower rate.. All government securi-

ties -became affected by this character of the mar-
kets ; Exchequer bills, yielding only two and' a
quarter per cent.; were frequently sold at 50s. or
60s. premium, and the three per cent: stock rose
very nearly in the same proportion. :
: The second cause, originating in the first, was
the ‘general spirit of speculation-to which the
state of the money marketled. The first class of
these speculations in order, if not in folly, were
the loans to :foreign states, and particularly to
Greece, and some of the Independent States of
South America. The loan for Mexico. in the
last year appears to have been 3,200,000Z ; the
loan for Greece, 2,000,000/. There were other:
loans at the same time, which, though more pru-
dent as regards the event, equally tended to cause.
an exportation of specie from the country. I do
not intend to assert that the greater portion of
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these-sums. (I speak. of the loans) will. be eventus
ally lost to.the lenders ; but they all had the same
effect upon the general stock.of;. metallic money
in the country. Another class:of these specula-
tions was entirely of a different character. . ‘They
were enormous ventures, and many.of them have
been as’ totally without any productive effect as
if. they had been cast into. the sea. Such have
been: the numerous joint stock companies, :of

which every day in the early part of the last year

saw the birth, and every day in the present period

~ beholds the extinction. It .was an entirely new

feature, and a most unfortunate one in the greater
part of these speculations, that they. were foreign

ventures, and made in. remote colonies and king- -

doms.. -It appears from the best information, that
not less than 17 or 18 millions were thus with-
drawn from the disposable capital of the country,
and that the greater portion- of  it, if .not totally
lost, was at least rendered unavailable for pur-
poses of present exigency. A third. species:of
these speculations, although eventually of a cha-
racter - which ;may. in a. great measure redeem
itself, has:added very .considerably . to the present
distress.of the.country ; 1 speak: of those enormous

speculations. in the ordinary branches of trade ;

such as cotton,silk, arid other materials of manu-
facture. ‘In.cotton, in particular, this specula-
tion was so excessive, that the price of the article
rose within two months to 100 and 120 per cent.

7

In silk, there were most extravagant speculations

in the raw material. Now it seems to-be a
necessary consequence of any unusual demand for

foreign produce, that the excess of the ‘demand
must in all. cases be paid for by a corresponding
exportation of the precious metals. In the ordi-
nary course of trade, the dealings of merchants
are - perhaps. generally by barter; the export
balances the import, and the accounts are settled
by setting off one against the other.. But where

one party, under circumstances peculiar to him-

self .and country, takes a great excess beyond his

ordinary demand, he necessarily contracts alarger

"debt than his average exports will cover, and
must therefore pay the difference in bullion, or
in bills purchased by corn. S
A third cause, necessarily proceeding from the
two former, and thus at once following as -an
effect, and operating as a cause, was the epidemic
diffusion’ of :the same rage of speculation from
the metropolis through the country, and the con-
sequent participationjof the provincial bankersin
~this sf)irit.y - As the profit of these bankers mainly

consists-in the extent of their issues, the greater .

‘portion. of them require little other téemptation
to issue than a.plausible opportunity ofso doing.
‘But this spirit of speculation no sooner reached
the country districts, than an ‘opportunity was
most latgely afforded, Every one. now sought
from the country banks the means to- gratify. the
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spirit'of gaming and speculation with which he
was seized. Each presented his own bills, or
accommodation. bills.from his neighbour, to -an
‘enormous extent for discount. These bills, as
always happens. upon such occasions, having no

- foundation in real transactions, possessed as little

security in the actual, or at least available assets
of the persons. who negociated them.. They
were, in_ fact, so much money borrowed of the
country banker; who, being himself infected with
the like spirit of speculation, willingly discounted
them .on his own part, as the means of getting
out his paper. It is evident, therefore, upon the
very face of the matter, that this was a system of
mere accommodation on both sides, and could be
continued so long only as the country banker
was enabled by new. discounts to afford his
debtors the means of taking up their former bills.
There was, thus, a necessary end to the whole
system when any circumstance of public or local
panic should cause a run upon the bank., Both

‘bank and speculators were then involved in one

common ruin. The speculators fell, as having
issued their .own bills and accommodation paper
beyond their means ; and. the banks were ruined
as having issued their notes, as an accommodation

upon. their part, on such worthless paper. In-

deed, with such a wild. and. imprudent spirit
did the country bankers endeavour to push their
notes- out, that in many instances they gave pre-
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miums upon paper brought to discount, or to be
exchanged with them for their own notes.

A fourth cause, and, like all the preceding,
equally a cause and an effect, was in a defensive

- measure employed- by the- Bank of England,

towards the close of last year; I mean the con-
traction of its discounts. 'The Bank of England
was compelled t0 adopt this course under the

‘two-fold reason ; first, that the speculators in the

metropolis, bankers and others, were practising

‘upon the Bank of England the same system, as

regarded: accommodation paper, which the spe-
culators in the country had practised upon their
local banks. 'The second, that the immense
quantity of paper issued under this system had
now begun to affect the metallic currency of the
country, and to cause a large exportation of
gold.. o RET '
" In the commencement of this mischievous
spirit of speculative ventures, it was chiefly
confined to real capitalists, and to an actual
excess of capital. - But being adopted by them
‘as'the means of gain, and the shares in every
scheme being sold almost as soon as created, the
same ~ spirit of gambling passed to another
description of adventurers ; men of no means, or
of insufficient means, began now to press the
Bank of England, or their own private bankers,
for discounts, either entirely new or new in their
degree; and an immense quantity of paper had
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..thus gotlout'before.‘ the true description of ihe

bills was detected. - As to the .defensive measure

adopted by the Bank of England upon: the " dis-
- covery of: these practices, scarcely a word need
. be said.-
~excessive issue of, paper displaces the coin of the
“country, and sends it abroad. Under such cir-
- cumstances it became manifestly necessary for the
sBank of England to contract its discounts, and
- to stop the effect. by staying the cause; several
‘minor causes confirmed :this resolution- on the
" part of the Bank Directors.
+of the.year 1824, the foreign exchanges had
:become -gradually . unfavourable to England.
“The Bank of France, in order to favour the new
-scheme of finance, that of converting its five per
"cent. stock into three per cent., had called in its

It is totally unnecessary to say that an

.From the autumn

advances upon French stock, giving its debtor

~the option:of continuing upon its - books, if dis-
~posed to pass into the:new three “per. cents. . As
‘the low rate of interest in England:tendered a
‘loan to - these French capitalists -
“dealing, there: can be no doubt that-large sums
“of money in coin and bullion were exported from
‘England with - this. purpose. -
“demand for: bullion thus concurrlng w1th the
“effect of an’ excessive, paper currency- necessarlly
led to an enormous drain of specie;
“cause: rendering bullion - dear' “abroad, and 'the
"other rendering it cheap, because not wanted as

a . lucrative
T his

-foreign

the one
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‘money at home. Hence the Bank of Engldnd
began to. suffer in this new course of dealing.—It
grew to. be a lucrative: trade to ‘procure its
discounts for the purpose.of procuring its specie.
It became, therefore, a necessary defensive mea-
sure on the partof the Bank to put an end to a
dealing  of : this kind, and to contract those
discounts, ‘which, almost as soon ‘as«procured,
were converted into coin. e IS

- The fifth and last cause was in that state of
things which: necessarily followed upon the

- natural catastrophe .of the greater portion of

these -absurd speculations.  In almost all the
Joint Stock Companies the shares fell 50, 60, and
‘100 per cent..and many of.them began :to be
totally’ abandoned. Numerous. - speculators
were, in consequence, ruined ; and.one or two
country banks, that of Plymouth :in. partlcular,
became insolvent... The known ruin of so many
private adventurers, and the probable difficulties
of the:country:-banks who had discounted.their
‘paper; naturally led to a degree. of demand upon
them which was;in fact, the commencement of
the late run. 'The country banks being thus
pressed . sought : assistance. from their. London
bankers ; and:. these applications being ‘at once
numerous, - urgent, and ‘concurrent,: created . a
‘pressure upon.the money market in the metro-
polis. 'But this unusual demand for money
happened unfortunately- to - concur with: the
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resolution and necessity: of the Bank of England
to contract its discounts. Hence, when discounts
were most wanted, the great. market for them
was nearly closed. The London bankers them-
selves were now manifestly in great difficulties to
supply their country correspondents. It was now
notorious, and indeed was published daily in
every morning journal, that the paper of the
best houses was refused.in discount by the Bank
‘of England, and that the greater part of the
‘London bankers could not procure it in the
ordinary extent. The failure of Sir 'W. Elford
-at Plymouth was followed by Wentworth and Co.
in Yorkshire, and the panic was extended, or
rather . carried to its height in London by the

known difficulties of the firm of Sir P, Pole

and Co.. All that followed was a necessary
consequence ; seventy country banks stopped

-one after another, and there is. too much cause-
to apprehend that a. very large.proportion of

those establishments which remain are mainly
indebted to a system of fmbearance in their

’sevel al vicinities.

- So much for the causes.

It is evident from the .above statement that ;

the first and principal of these causes: was the
excessive issue of -the country banks towards
supplying the spirit of speculation, or rather

‘gambling, which had become. epidemic ; and,

secondly, the enormous exportation of ‘bullion
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upon forelgn loans and ventures for three suc-
cessive years. As to the first of these facts, the
excessive issue of countr y paper, it appears, from
the accounts of the stamp-office, that the amount
in value of country bank notes, calculated ac-
cording to the stamps upon which they ‘are
issued, were,” for the three years 1820, 1821, and
1822, as follows :. o ,

©1820..... T £3574894¢42

‘182A1'00V0'9-ooosno‘./'voao’-‘to~ 3987 582
1822, v vevenenannnssos 4217341

" anm—

- Total for the three years, £11,779,817

whilst for the three followmg years, 1823 1824
and 1825, the returns are as follows:

1828....... .....'... £4: 657, 589
1824. .. .. eieees .. 6,030,367
18250 ooooo e o0 o0 se 0 v e e S 8 112 290

O

Total for the three years, £19,700, 246

~ For 1825, the amount, up to Apn] in that
year was £4_ 056 145, Whlch, if assumed for half
a year, w111 give for the whole year £8,112, 290

As to the second fact; the amount of forelgn
loans, lent by Enghsh capltahsts, appears for
the last four years to be as follows :.

1822 ...... e reerreiaes £94,450,000
1825 vevencrnonconnnnns 11,578,000 -
1824 v everernsnneacsess 18,700,000 -
P R : o 8700000 i

 ee—
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It will not be contested but that this was a

drain of specie, .which, considering the shortness

of the period in which it-occurred, is totally - un-
paralleled -in- the history. of any other commer+
cial country; and more -particularly. when so
many millions were advanced to foreign borrow-
ers, not: ‘upon: the collateral sécurity of our own
government, as in the case of subsidies and state
loans; but -as private ventures,.and upon: a mere
rehance on the good: fa.lth of the states and sove-

As to the general eﬁ"ect of the laté occurrences
upon pubhc credit and the: 1nterests of the state,

it can not. admlt a questlon, that such v101ent '

convulsmns are neeessarlly attended wlth great

,,,,,,

most serious con,sequences‘ to the 1evenue of the,

country B
Amongst ‘the numerous bankmg estabhsh-

‘ments in the kingdom, and paltlcularly in the

metropohs and large trading towns of the coun-
try, there is, unquestionably, a very large por-
tion of them in a condition entirely solvent, and
composed of the most respectable members ; but
is it not a matter of extreme hardship, that the
imprudent, not to say dishonest, speculations of
the less solvent establishments, should involve all
in the same common danger, and that under the
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epidemic, the.\rhole_;system -of :public -credit
should be shaken to. its base by concerns of such;
intrinsic insignificance? . In a publication b_')
the late Lord Liverpool, * A Letter to-the ng,
on the Coinage,”: his Lordship appears to: have
foreseen both the certain occurrence; of this- mis<
chief; .:and to ‘have described its effects with great
force and distinctness. . Lord Liverpool there
avows his.opinion, that. it had become necessary
to adopt some. regulatlon, and to institute ‘some
sufficient check upon-the paper -currency of: the
country.— - Unless-this check  be : established,*
says his Lordship, ¢ property must. become inse-
cure; and the c1rculat10n ‘of the country will be
subjected to repeated shocks, which must cause
great public calamities, and much individual suf-
fering. . The:evil of insecurity would not be:a
solitary or mere private evil. ' The: repeated
failures of private banks will. give a shock to
publlc eredlt and the chalacter of all papex cur-
secure. The system (pubhc credlt and paper .
currency) ‘will thus.be exposed to convulsions;
which, both from a regard to the general secu-
rity of the country (of the country banks; and
the Bank of! England 1tself), ought to be ple-
vented HIRETR

a8 | thmk Sn, you will fully agree w1th me, that
a-paper. currency is necessary in. a . country like
England; and that whatever menaces its security,

[ EEY BRI e S
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or has a tendency to send it precipitately for
liquidation at any one time, and under a sudden
panic, is necessarily a great public evil. I shall
not meddle with the comparative value of dif-
ferent currencies. If we were to begin again, I
think there would be very little question, that a
pure metallic currency would under all circum-
stances be the most efficient and expedient. The
two arguments of theorists against it are, that'no
practicable quantity of metallic currency would

‘be sufficient to carry on such a degree of com-

merce as-‘exists in this empire ; and secondly, the
comparative expense of coin above paper. I
think that neither of these arguments is satisfac-

tory, and that both are well answered by ex-

perience and the practice of life and business.
In France, the internal trade and consumption of

~ the country, the greater population and larger

extent of soil being considered, are certainly
equal, or very nearly equal, to the same trade and
consumptidn with us; yet, in France, a metallic
currency, aided - by the bills -of exchange of
merchants, is found adequate to all the demands
of trade and commerce. The circulation of the
Bank of France is very limited indeed, and it
issues no notes of less- amount  than twenty
pounds sterling. Again, when it is considered
how often the same coin performs a thousand
operations, and when it is remembered. that the
accounts of traders are in almost all cases mutual,
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and are therefore settled by the payment of dif-
ferences only, it is a manifest error in fact to
assert, that the coin of the country need -bear
any very considerable proportion to its degree of
trade and commerce. As to the expense of a
metallic currency, I cannot but think that it is
well compensated by the greater security. But
this question, as I have said, cannot now-arise in
a country constituted as Great Britain actually
is. A paper currency has existed amongst us so

long, and by insensible degrees has rendered

every thing so conformable with itself, that .1
consider. it to be no longer practicable to depart
from it as asystem.. Our national debt, the pay-

‘ment of the dividends, the state of our expendi-
ture in war, the rents of lands, the rates of prices,

have all, I.think, become so gradually and in-
sensibly affected by the peculiar nature of our

currency, .and are most of them of such an un-

yielding and inflexible description, that I should

utterly despair of effecting any important change -

in our circulating medium, without incurring
the peril of some mischief, which is perhaps-still
more to be dreaded, because less: distinctly to be

foreseen. If we add to this the immense increase

of our. imports and: exports, and that- traffic

which has lately sprung up of extensive dealings

in foreign . securities,. and the -impossibility -of
conducting these branches of our trade by so
cumbersome a medium as metallic money, I'am
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convinced we must resolutely adhere to our pre-
sent system-—that of a. currency mixed up of
specie and of paper, convertible into the coin of
the realm at the will of the holder.

1 shall assume it, therefore, as a conceded
point, that it has become a most important con-
sideration to adopt some immediate and efficient
remedies which rriay'obviate the recurrence of
the late evil, and, by having this effect, may at
once prevent much general calamity and a vast
destruction of private property ; and may secure
from peril two unquestionably great public in-
terests—that of our paper currency and the
revenue of the state : . : ‘ B

~ And this brings me to my second head, the

" consideration of the due remedies‘,against ‘the
renewal of this great public and private mischief.

It is now generally admitted, that if the
country banks, after ‘the present panic shall
pass away, be allowed to return to their former
unlimited issues, the same mischief which -we
have lately seen, but in a far more extended
degree, will -in all probability recur. But .let
any one endeavour to form an adequate.con-
ception of what the effect may be, how far it
may extend, and where. it may. terminate, if

another general panic should first destroy a like

portion of the country banks ; and thence spread-
ing to the metropolis, should occasion a run

upon the Bank of England itself. If the foreign
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exchanges had existed in a different state at the
period of the late panic; or if there had been
any backwardness or apparent difficulty on.the
part of the Bank itself; if the Directors (though
not " distinctly foreseeing the actual evil) had not
most fortunately been employed for some months

~previously in accumulating specie and bullion

and contracting their own discounts; in a word,
if Bank of England notes had not existed in

‘the highest degree of public credit, and if a most

favourable state of circumstances had not given
them a comparative superiority over coin, I am
fully persuaded that the effects of the late panic
would have reached the Bank of England itself. I
can call to my mind many other circumstances
which were both advantageous to the Bank and to
the public during the late panic,and which,if they
had not existed in our condition at that crisis, or
had existed adversely to us, would have extended
the ruin to a most fearful point. Let me suppose
for a moment that the harvest of the last year
had failed, and that large importations of corn
had been necessary ; that there had been no
surplus fund in the hands of the Commissioners
for:the national debt, or that pdlitical convyulsions.
of a menacing kind had occurred abroad, what
might not have been the accumulation of diffi- -
culty and mischief at the period to which I refer ?
- I assume it, therefore, as an undisputed infei-
ence, that as it has become an object of the first
c2

T i
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importance to prevent a recurrence of the same

evil, we can only accomplish this' end by esta-

blishing some efficient controul against the ex-
cessive issue of country paper. [ need not insist
10 -you, Sir, -that it is in the very nature of all
paper -issues, ‘and particularly ‘of the issues of
country banks, to become excessive. © Without
going into any abstract discussions upon the na-
ture: of money; every man’s ‘own experience and
observation in the business of life sufficiently esta-
blish this fact. There are, indeed, two obvious
causes which.concur to produce this strong ten-

“dency of a paper currency towards excess—the

interest of the country banker, and the conveni~
ence of the public. As the issues of the country:
banker constitute his profit, and as his trade
becomes enlarged in proportion to his issues, he
has always a strong motive to push’ them to the
utmost possible extent. All his payments-and
discounts are necessarily made in his own notes;
and for-the sake of getting them out, and making
a profit either by them, or by what he procures’
in exchange forthem, he is induced to make pur-
chases, loans, and mortgages, the imprudence of
which, that is to say, the excess beyond his actual
capital, he would.in any other form of payment
or loan more -clearly. understand. The public
convenience equally’ co-operates’ with the bank-
er’s..interest in: extending ‘these- issues. -+ Dis-

* counters, borrowers, mortgagers, and:vendors in
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gencral; are naturally enough contented with the
money which passes current in the neighbour-
hood, and,have, a common interest with the
banker himself in extending and upholding the
circulation of the local paper.. The banker, upon
his part, will lend his paper where he would

not lend his money ; and they, upon their. part,

are willing to take paper which they.can cir-

~ culate as coin. - It is in this manner.thait_-allglpcal

paper has a natural tendency to excess. A third
cause, as you well know, Sir, renders this pecu-

" liarly “the case with that portion of country -
paper which' consists of small- notes,. such " as

one and two pounds. From its commensurate
value with the circulating gold . sovereign,. the
one pound note immediately displaces that .coin.
The two pound note has nearly .an.equal. ten-

dency to supercede the use of coin, from its like

adequacy with the ordinary amount of daily or
weekly payments in country towns and manu-
facturing: districts. Under . these . concurrent

causes, the effect, which we all see and acknow-

ledge, is, that the coin of the realm, if not alto-

gether disappearing in many country districts,

certainly never exists in a sufficient quantity for
public security, and, indeed, comes gradually into

such disuse, and into such.a kind of non-demand
~in all the transactions of trade and commerce, as,

practically, to remove the only natural control

against an excessive paper issue ; that is to say,
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W}ll léad to a demand upon him for coin.

'The question therefore is, what means can be
adopted ‘to control these over-issues, and to give
f}hé kingdom a secure paper currency; and "pal‘—'b
ticularly - as to that species of country paper
which has the strongest tendency to become
eXcessive, and thé excess of which, under any
publlc panic, becomes punmpally dangerous ?

The holders of laige notés are few, and in
country districts are, perhaps, far removed from

each other. Biit the holders of the small notes -

are the population of the town of the country
banker’s residence, and the labouring and manu-

Ta’étu’x‘ihg 'b()dy b‘f 'th’e' cOuhty Heﬁce under,

yyyy

plicants for sinall notes are necessarlly numerous ;
in a word, are 4 crowd and a mob, Whlch as easﬂy
‘comiiiunicate, as ¢atch a panic. ©

I have before stated, that the best and only |

safe system of paper currency is, where ‘it is
‘duly supported in its value, and controlled in its
quantlty, by being convertiblé into cash on:de-
mand. This ¢ircumstance of its being conver-
tible into cash is considered by all writers to be
the most natural and efficient control against ilic

““excessive ‘issue -of ‘paper. But I ‘have learned,
Sir, from my own ob'serVaitiOh_infthé course of
- life and ‘;bu'sinéss, that ‘this is bnly' one of those
- -general principles, which admits of such qualifi-
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cations under particular circumstances, as not to
be safely adopted as a universal maxim. If the
habits of the people concurred with this con-
vertible character of their paper currency, or, in
simpler words, if the people were as ready to
make a frequent exchange of their notes for coin,
in an ordinary state .of things, as they have the
“legal power of so doing, the above principle
would be universally. true, and no other control
would -be required than the convertibility on
demand ‘of such paper into coin. But, without
troubling ourselves with the repetition of the
reason, how does the fact stand ? and by its plain
language render all reasoning unnecessary.’ Of
the mumerous country banks which have lately
failed, were not all their notes payable on de-
mand > Were not the notes of the Plymouth
bank convertible into coin on demand ? Were
‘not those of the York bank payable on demand ?
It is unnecessary, therefore, to urge any further
argument,: that the mere circumstance. of local
‘notes being payable in money on demand is no
sufficient security against excessive issues.
'Where, therefore, is this security to be found ?
The answer; I think, is obvious. - I see no other
means but by the interference of the legislature ;.

and a positive law by which these country banks:

shall be compelled to- give some security, . and
“be put: -under- the supervision of the gover nment.
1t may be here objected, that this is-an in-

e e it
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fringement upon the liberty of trade and com-
merce, and upon the "acknowledged right of
individuals to ‘employ their capital as they
choose, subject to no other restrictions than such
as attach to all dealings in common. - Why, it
may. be demanded, should bankers in particular
be brought under this yoke? It may be briefly
answered, for two reasons: First, because banking
is-a:trade of - peculiar hazard to the public, and
the general good requires’ that this restriction

- should be -imposed, or. rather. this security taken:

from those who exercise it. - Secondly, because
the. trade itself is not only liable to abuse; and
great. public' mischief. in- consequence, but the
country bankers as a class, (I .except; of course;
many most epulent and highly respectable indi--
viduals). have, in fact, committed this abuse
and occasioned this mischief. = I should consider
it but a waste of words to argue this point. It
is.a principle universally admitted, that all pri--
vate trade may be subjected to restriction for the
public good, and that no individual possesses a
degree of liberty, which may: not be regulated
and restrained where the security -of society re-
quires it. - In all our police and excise regula-
tions ; in short, in all trades which blénd them-
selves' with the interests of the revenue, we are
daily acting upon this principle. - Wine and spi-~
rit dealers, brewers, distillers, maltsters, soap and’
candle manufacturers, brick:makers, auctioneers,
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and many other classes of ‘trade, are --.Subject to
particular and peculiar restrictions in the exercise
of their respective dealings ; because the public

good, that is to say, the interests of the revenue,

and general safety, require such supervision and
inspection. Publicans,rhawker's,\, and others, are
subjected to the like control of ‘a licensing
system, because the same public good, in another
form, that of police regulations for-the order Of,
social life,-equally demands it. There is therefore
nothing new-in this principle of restriction. It
is the duty of the legislature to apply it in-all’
cases, where any of the great interests of the com-

. munity, such as the safety of the revenue, the
conservation of public peace and:or’der,-and"theA
‘prevention of fraud or extensive mischief from

the possible abuse of a dangerous trade, may
render it a' measure of - precaution and self-
defence. e s

In answering this objection, it should not be
forgotten, what are the amount and degree of the
restriction proposed (that of taking security for

the issue of small notes); or in other words, of

how much the banker is, in fact, deprived.

Before the war in 1793 there were no-notes

below -the value of five pounds. Several acts of

‘parliament” had been passed to prevent ‘the mis-

chief of a small paper currency. This dan-

gerous VcUrrenfcy, -indeed, ' was first put under

such testrictions -as rendered it mearly imprac-
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ticable ; and, latterly, bankers’ notes of a ’lesé

value than five pounds were expressly pro-
hibited. This precautionary system against the
small notes’ circulation began as early almost as
the trade of banking. We meet the first traces
‘of this policy and legislative precaution in the
reign of William IIL. ; and the 15 Geo. 3. c. 51,
17 Geo. 3, c. 30, and the 27 Geo. 3, ¢. 16, recite,
in their preambles, the salutary effects which had
resulted from such restriction, and proceed to
enact further restraints upon this growing mis-
chief, which subjected the mapufacturing and
industrious classes of the king’s subjects to great
losses and damage. = L
" When the suspension of cash paymentsoccurred
in 1797, it 'became necessary to give effect to that
defensive measure, by allowing the issue of one
and two pound notes. Before ‘this period, the

- issue of such notes, as I have above said, was

absolutely illegal.

If it were the object of any new legislative
measure to prohibit at once, after due notice, the
further continuance of such notes, the bankers
would have very little reason to complain, inas-

much as it would only be a return to the old law,

after the cessation of the particular causes under
which it had been suspended. But the object of
the measure which Iam about to urge upon your
consideration, Sir, is not to prohibit the further

continuance of such ‘issues, but to subject it as
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above said, to those salutary restrictions which
late events have proved to be essential to the
public security. But if the country bankers will
lose little of what they formerly possessed, the
effect of the proposed measure will certainly not
be to subject them to such a degree of restriction,
as will place them in a situation comparatively
disadvantageous with other trades. The capital
of trade is of two kinds; dead stock or machinery,
and money. ~In all other trades, in the same class
of magnitude and respectability with the trade of
banking, both these capitals are required, and
both are necessary o a great extent. Inbanking
alone, and particularly in country banking, one
species of this capital, dead stock and machinery,
is totally unnecessary; and, under the light of
recent experience, it is scarcely too much to say,
that the other branch of the same capital, money,
does not appear to have been considered as an
inﬂispensable requisite. S 3
Under the effect of the measure about to. be
proposed, the trade of banking will only be
brought upon an-equality with other occupations
of capital. The country banker will be required
to possess, at least, some capital. One half, per-
haps, of his issues will be vested in assets avail-
able by his creditors. Let him even consider this

~ deposit in security (whatever it may be) as so

intuch dead stock ; so much machinery for-his

manufactory of paper. ‘Even ‘in this point -of
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view, his trade will only be up‘oin a levvel wif'h:

that of others. - But as the measure which I am
about to propose, or rather to enforce again upo'n“
the attention of his Majesty’s Ministers, will
still leave the country banker in possession (till
default made) of the property pledged; whether
it be in stock, land, or Exchequer bills ; and as

he will thereby be still in the receipt of the rent
of one, or of the interest of the other, it is notkk
even to be regarded as so much dead stock. It
will still perform a double function for him; it
will still be a present lucrative fund, as well as a

future security ; it will still, if stock, produce a

"double- fruit, namely, its own interest according -

to its amount, and a’commensurate profit upon
the notes issued on it, as a-security : And let it be
asked, what more can any capitalist reasonably
desire. . For every 100/. or 1000/., he receives at
once the interest of a capital remaining realised
in securitly, and the profit of the same capital
circulating, or rather 11qu1dated in hlS trade
‘Having thus answered the prehmmary obJec-
tion, I _proceed to the more particular statement
of wha,t I consider to be the measure requlred
I have before observed, that it is not so much my
object to propose any new. plan, as to show the
expediency- of recurring, at the ’pr,e_sent time, to

one formerly introduced by Lord Bexley, when -

Chancellor of the Exchequer ; a measure Wh]ch

‘with some:slight extension and adaptatmn to ple-
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sent circumstances, is no less dictated by sound
policy, than by what T consider the #ctual duty
of parhament at the present moment.

- 1 make no claim, Sir, to invention, nor to any
other merit, if I may at all use the term, than
that of bringing my own observation and expe-
rience to enforce and explain the urgent neces-
sity of this measure.” I am persuaded that the
country would now have been in a very different
situation, if Lord Bexley’s bill had succeeded
when first proposed. .

The bill of which I am speaklng was mtro-
duced into the House of Commons by the Chan-
cellor of the Exchequer, in April 1818. 'The
obJect of the bill was to authorise the bankers
in England and TIreland to issue and circulate
promissory notes of one and two pounds, secured
by a deposit of stock or other government
sécurities.

By the first clause of this proposed bill, no
banker was thereafter to issue notes under the
value of five pounds, unless such banker was duly
licensed according to law, and unless he made
a deposit of the securities required by the act.’
~ By the second. clause, every banker, who was
desirous of issuing one and two pound notes, was

required: to apply at the Bank of England or

Ireland ; and, according to the amount of one

or two - pound notes which such banker was

* Mr. Vansittart.
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desirous to negociate and issue, he was required
to make a transfer to the Commissioners of the
Sinking Fund, of stock; that is to say, of stock
to double the amount of his issue of small notes.

Upon making which transfer, the Banks of

England and Ireland were directed to give him
a certificate, stating the name of the party,.and
the fact and amount of such transfer. :

By the third clause, the Commissioners of the
Sinking Fund were directed to establish agents
and offices in London and Dublin for receiving
such certificatés ;- and, upon the production of
them, were to enter them in their books and
place them to the account of the pioprietors.
They were required, also, to receive deposits of
treasury bills for the same purpose, and to make
a like entry of them in books kept for. this:
object. , ' Lo

By the fourth and fifth clauses, the bankers,
having made such transfers of stock, or deposits
of exchequer bills, were empowered to issue one
and two pound notes, to kalf the amount of the
stock, or to the whole amount of the exchequer
bills, in the usual form, and on the usual stamps;
all such notes, previously to their being issued,
to be entered and registered at the office of the
Commissioners of the Sinking Fund:  Such
notes to be payable in ordinafy at the country
bank ; but, in the event of any urgency, or at
the will of, or upon requisition made upon the

-country banker, they might be assigned, by in-
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dorsement, for payment at the office of the Com-
missioners in London. If the banker refused to
indorse the note, the holder might protest it,
and the Commissioners might thereupon sell the
stock, or Exchequer bills, to the amount neces-
sary to pay such indorsed or protested bill.

The other clauses of the proposed bill provid-

ed for the payment of the dividends on the stock,
and the interest on the Exchequer bills, to the
parties transferring the stock or depositing the
government bills. .
~ Such, in substance, was the measure proposed;
and it was no sooner introduced into the House
of Commons, than it encountered such an-oppo-
sition as might‘be anticipated from the interest
of the parties to. be affected. The Parliament
was, at that period, fast approaching the termi-
nation of its ordinary course; and as the coun-
try bankers, under the extraordinary extent of
their accommodation paper, at first during the
war, and afterwards during the difficulties of
winding up, possessed an. unusual degree of
influence, many of the landed gentlemen took
the alarm lest such influence should be directed

against them in a future election.. They were

thus induced to. make a common party with the

* country bankers. - The opposition lent their

usual aid to embarrass Ministers, and in propor-
tion to their unexpected strength in this parti-
cular measure, became more vehemently patriotic
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~in favour of ‘the liberty of trade, and the unre-
strained employment of capital. The people,

and in particular the country population, with
their usual inconsistency, at once loudly called
for the return to cash payments, and for no
« restrictions ”” upon country bankers.

Under these motives and feelmgs, it was ob-
Jected in the first discussion of the measure, that
no notes would be issued by the country bankers
on the condition prescribed by the bill, and that
the necessary consequence would be, to. expel
their small notes from circulation to the benefit of

the Bank of England. It was further objected

by another party, that if the bankers should be
imprudent enough to accept the conditions, and

issue their one and two pound notes. on: such

securities, the country people would indeed take
such one and two pound: notes, but that no one
would then take their five and ten pound notes.

It was in vain that the Minister replied to
the first of these arguments, that it was very
natural for the country bankers to desire to issue

such small notes without any security, but.that

there was no ground for assuming, that they
would not continuie to issue them under the
conditions required by the act. They would

necessarily continue to issue them.so long as
they could make a profit by them; but that

there was nothing in the proposed - measure,

which reduced this profit beyond :the.rate of
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profit in all other trades. Under-the: proposed
bill, the bankers were to receive the dividends of

the stock, and the interest of the exchequer bills.

deposited. In their notes, issued upon such depo-

- sits, 'they -would receive a second interest; the

usual profit upon commissions from the parties to
whom they lent them, or for whom' they dis-
counted.  There was, therefore, still a manifest
and large’ profit to be made upon such issues.
Nor would the very security and ‘deposit ‘be
inert and useless ; it would perform the function

in ‘some :degreé of an active and circulating

capital to themselves, as ‘well as of . an effective
collateral security to their creditors. . In the
event of.any run upon them, they might: pay
their larger notes by these stock notes. ~ They
would in fact have always so much money in
their house, and that not dead and unproductive
money, for the' purpose of meeting any such ran;

4 inasmuch as they. would only have to endorse

such notes, and‘ they then became ‘payable by
the Commissioners of the Sinking Fund.

“As to the second objection, it was equally
fully, but in vain, answered, that it was a most
unwarrantable ‘inference, that the . credit of a
banker would be diminished by the notoriety of
his having given security for a_considerable por-
tion of his dealings. It was a’ much more

reasonable and sound ‘conclusion, that’ the - un-.
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questioned credit. of one part of his issues would
be communicated in a great degree to the whole:
We have his stock and his Exchequer bills; his
nelghbours mlght say, for his one and two pound

notes ; we have therefore the entire fund: of his -

lands, houses, and other known substance, .as
security .for his five and . ten pound issues.
Above all, they might add, we know that he: has
always so. many stock notes, equivalent to so
many small Exchequer bills payable on:demand,
in his house ; and that in the event of any run
he can pay his: larger notes in. these, and it will
be our own. neghgence if we are not in due tlme
to: receive such payments. L oo
Suchi. objections, ‘and such answers to them
accompamed the bill upon its first reading,
which took place- on the 10th of April, 1818.
From the strength of the parties opposed to it
and- the manifest ' public prejudice. artificially
eéxcited and directed against it, it became neces-
sary to take an unusual time to. endeavour to.

~ dissipate this delusion, for.such it really was,

before the: further stages of the bill. . The 4th
of June was, accordingly fixed for its second
reading. - Butunder the increasing strength of
s0. many interests and parties united against the
proposed-measure, enforced by the apprehension,
certainly . unfounded, amongst country gentle~
.men, that it, would: affect rents and agriculture,
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the Chancellor of the Exchequer stated fo' the
House, on the 30th 6f April; « that in conge-
quence of some circumstances which had 6eeur-
red, he had found it necessary to withdraw the
measure for the present ; but he  wished it to be
understood, that his opinion résp‘e’ctiﬁgi thie
utility of the bill was not altered; although it
was not his intention fo proceed fmther thh 1t
until the néxt session.” o

Upon this temporary aband’onment of the blll
being: announced to the House, an honorable
member,: ar’ eminent banker in' the North! of
England, ¢ongratulated the House in: language

of great triimph; stating: that the measure was

altogetlier objectionable, and “f that there ‘was
not & country banker in' England who- could at
any period, or under any circumstances, consent
to- the principle of the bill:*- He' derided- all
modification ; °the meéasuré must be entirely
abandoned.” Another active leader - of - oppo-
sition”condescended to sneer at this desertion of
his bill- by the Chancellor of the Exchequer,
and cautioned: the Housé¢ of Commons agamst
its reproduction in the next sessions;

" ‘Another gentleman from the same side of . the
house concurred, as he said, with the country
bankers; in thinking that a measure likﬁ?fthiié‘,
would effectnally ruin their credit with: the
public. ' The debate, indeed, now assuined the'
tone of admoiiition and'lecture upon the alternate
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caprice -and ‘rashness - of -Ministers, which one
honourable gentleman, of some station and-talent,
severely censured. - ¢ When the right honourable
~ gentleman had’ a measure to introduce affecting
“the interest of so large ‘a body:of ‘individuals,

would it not be as well to advise first, and:to act

a’fte;‘y&ards,; .than';f to ‘act -,ﬁrst,iiand;:'thén,‘:;jﬁzhen 3

alarmed at;the effects of his:own: precipitancy; to
take advice and retract. Thefe might be: iore
of genits in-bravely defying all consequences by
a headlong and impetuous vigour : but was there
not ‘some defect of gravity and wisdom in:all
nugatory proceedings by public men ..

. A new: election, as is well . known; took place
in the-year 1818 ; .and very early after the
meeting -of the Parliament in January, 1819, an
honourable member, the :very . respectable -and
opulent banker. to*whom I have before alluded;
showed great: anxiety lest-any attempt should be
made by the Chancellor: of-the Exchequer to :re-
vive this measure in the new:Parliament. -As th>
Committee respecting.the resumption of cash pay-
merits by the Bank ‘of England ‘was now: sitting,
« the great body: of country bankers,”  he said,
«¢ was -most: anxious to know: distinctly to what

~ part: of . their system:the Chancellor of the Ex-

chequei ‘intended to draw the :attention: of. the
Commiittee.”” The honourable member was told,
that “although- the condition' of "country ‘banks
formed: a very proper subject for the considera-
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tion of the Committee, there was no.intention

~on _the part .of Ministers; at that time, to renew

the measure of the last session. - ..~ - ..

. It is scarcely necessary -to discuss:the reasons
which: appear to have determined His Majesty’s
Ministers not to introduce any -measure: of this
kind in the:year 1819. At that period, the im-
portant. question "of the Bank -of .Eriglaiid‘ re-
suming cash payments was. in progress  before
both. Houses .of Parliament.:” The well-known
result.of these proceedings. was, that the Bank of
England was to pay in. cash in" May, ‘1'8‘23.

More than eighteen months before this. period

the Bank anticipated the directions of the legis-
lature, and withdrew its one and two pound notes
from circulation. . The two following years were
periods of agricultural distress; and as an' opinion,
however _erroneous,. prevailed among country
gentlemen, that a very great portion of their
difficulties was to be attributed to the diminution
of  the. circulating paper of the country prepa-
ratory to the resumption of cash payments,-there
would have been an obvious impolicy in the re-
newal of the Chancellor of the Exchequer’s bill
under:such circumstances: .~ i - ‘

-+ . In"1822, the liberty of country bankers to con-
tinue:the issue of small notes was felt to be draw-

ing to its close, and it became necessary to de-
termine upon the line of policy to be pursued.

I have already observed, that the liberty of issuing
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ong and two pound notes depended. upon the
87 (. 8, c. 32, passed ;upon the occasion of the

Bank Restriction Act, which had suspended the -

previous acts of 15 G. 8 17-G. 3;and 27 G. 3;
under svhich bankers’ notes of a less amount than
five pounds. were absplutely prohibited. - The
37 G. 3, had heen continued by several successive
acts, and it was at length fixed by the legislature,
 that the libgrty given fo country bankers to issue
notes under the value of five pounds should be in
force until two years after the éxpiration of the
restriction of cash payments by the Bank of
England. _

. At the termlmtlon of the session of 1822, it
bgcamg, thelefme, a consideration of great mo-
ment -to- take some step as ta the country paper
circulation. - Under the prejudice before men-
tioned, that the ‘prices of agricultural produce
had .been- affected by the diminution of paper
~ curreney, the country gentlemen again took a
strong part with the bankers, and employed all
their influence and authority to procure a further
extension of their power to issue small notes.
Under such influence the small note bill was
passed, by which the bankers were empowered to
issue one and two pound notes until the 1st of
January, 1838.% It is scarcely too much to say,
that ihis bill was from these cucumstances
almost forced upon the Ministers.:

‘ % By the Act of 3 G. 4, c. 70
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It is notorious, Sir, that in the political con-

stitution of this country there are always two
parties,  which, from their own peculiar circum-.

stances, must. possess a most considerable degree
of power and influence in Parliament and with

~ the people—the landed interest, and the monied
men. - Where these two parties unite in the sup-

port of any measure, it is a matter of extreme
difficulty to .refuse or elude their object. It

would be a most uncandid representation, that.

Ministers are in such circumstances driven into

compromise under the mean and selfish appre--
hension of losing their places. Public men, like

others, must consult the ordinary rules of pru-

dence and discretion in the conduct of public-
business; and as they cannot proceed a step:
without co-operation, nor transact even the daily -
routine of business without possessing the good -
will and complacent feelings of the House of
Commons, they must, like other individuals in a

similar situation, concede and conciliate, and even
sacrifice many particular measures, and some of
them of importance, for the purpose of maintain-
ing their general policy. I do not hesitate to say,
Sir, that it was under these motives, and these

motives only, that Ministers were induced to bring -
in the Small Notes Bill at the close of the session -
of 1822, and therein to depart from the complete :
execution of an object which they all had so much. -
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at heart ; I .mean. the entire resumption of cash

_payments iin ceffect as well as in terms... The

Ministers did not require to be told, and certainly
none of the opposition gentlemen came forward
to. tell - them, if they had required this lesson,
that there was something in the very nature of
the small currency of the one and.two pound
notes which tended to perpetuate the paper
system; and so far as the amount of this small
currency was concerned, to defeat the object of
a complete return to the mixed paper and coin of
the year 1792.—They perfectly well understood,
that as the present convenience. of a country
population, and the interest of the bankers, con-
curred to uphold and. extend this small paper
currency in country districts, it would continue to
ex.tendv' and to be upholden, until it had displaced

a great portion of the coin of the realm within

the compass of its operation. . Ministers, I make
no doubt, fully understood this character.and
tendency of the Small Note Bill, but the country
“bankers, by means of their connections with the
-London capitalists, had contrived to unite all the
monied and trading interests in their favour; and
nearly the whole body of the country gentlemen,
alarmed at the state of agriculture and the general
depression of prices, made common cause with
them. The Ministers, therefore, were compelled
to give way, and the Small Note Bill was passed.

41

* I.miuist here- anticipate -another objection,
which will be perhaps made in the outset, to ‘the»
ploposed renewal ‘'of Lord Bexley’s bill.-

The Small Note Bill, it will be said, has been
passed and Pailiament has therein given us the
issue of these small notes for the further period
of ten years from 1st January, 1823.. Is it now
proposed that Parliament shall deceive and  take
us by surprise ? . Shall Parliament depart “from
the pledged covenant and promise - which they
have made with the country bankers? . Many of
us have entered into:the trade of banking under
the faith of this law, and is lt now proposed to
be violated at our cost? - ’

. It may be briefly, and, as I trust, satlsfactmﬂy !

answered to this objection, that an Act of Parlia-

‘ment can .only become a contract or covenant,

where the legislature, and the persons to-be
affected, are in‘the condition of two contracting
parties ; each being so recognised by the other,
and a suitable consideration passing between
them. Where such relation or such considera-
tion is wanting, an Act of Parliament maybe.: a
charter or free grant, but it is not.a contract or
covenant. But a charter, or an act of parllament

in the nature of a charter, is a free gift -of the

\Ieglslature for the benefit of the parties con-
cerned, -granted upon the express apphcatlon of
such parties, uther as a remuneration for pdst
service, or as a lucrative exclusive privilege to
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aid them in the prosecution of some public work
or interest. - In both contracts and charfers, the
interest of the parties is recognised, upon the face
of the act or iustrument, to be the immediate
purpose of the legislature or grantor.  Where an
Act of Parliament contains no such recognition
“of any contracting parties, nor of any benefit
intended to be granted to particular persons or
bodies for their exclusive benefit, in the nature of
reward or encouragement, there is no pretension
for .ascribing to such an act of the legislature
the character and pr1v1leges of a charter or- free.
grant. : : : : ST R
I shall conclude that it w1ll not be algued .
that the bankers, as regards the Small Note Act,

had any pretension to be considered as contract-
ing parties with the government. Nor .do I.
think that any one will contend, that the act in
question contains any thing of the terms, form,

or substance, of a parliamentary charter: It must,-

therefore, be regarded as.a mere general Act of

Parliament, passed under particular views of the -
public good; and to be revoked, qualified, or :
amended, as such views might become changed -
by new and unforeseen results. It was passed -
indeed :for a term of years, but so (to instance
one species of laws only) were insolvent acts,
which, before the late permanent act, were
altered and vr‘epealed from year to year before
their expiration. - Indeed, if it were .any just .

43

objection to such amendments, qualifications, or:
repeals, that they broke in upon an established
and understood ' previous state of things, and.
varied- the condition of parties as to their con-
tracts, dealings, and engagements, new laws could:
in very few cases be passed. In brief, such laws
are the mere acts of the legislature, enacted for
public purp‘o'sés and interests, and revocable as
public interests may assume new forms. All that
the parties acting under such laws during their
term’ (if at all affected by their change) have any
claim to require; is, that they shall not be sub--
jected to any unnecessary damage, and therefore

~shall receive a due notice. If the legislature

give them this notice, and thys enable them  to:
prepare for the new state of thmgs, it has per-
formed its duty, = :

- If we look to the terms of 3 Geo 4, c. 10 the
Small Notes Bill, it will- be found to contain
nothing in the nature of this alleged pledge. It

is, in fact, nothing more than an extension of the:
~ dispensing act of 37 Geo. 3. By the 17 Geo. 3,

bankers were temporarily prohibited from issuing
notes of a less amount than five pounds. This

act was rendered perpetual by 27 Geo. 3, c. 16..

The 87 Geo. 3, was next passed, which, upon
well.known- occurrences in the year 1797, sus-
pended the operation of the 27 Geo. 8, and per-
mitted the issue of small notes until two years
after. {he- expiration of the restriction of cash
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payments by the Bank of England. “Then fol-
lowed the 3 Geo. 4, c. 70, the Small Note Act in-

question, by which the 37th of Geo. 3, (the acte
suspending the operation of the small note’ pro-"

hibitory acts), was farther contmued tillJ anuary,

1833. - . G Gy

~-'The 8 Geo. 4, therefore, is nothmg more than
an extensmn of the 37 Geo. 3, which ‘was an’
act suspending -the general law of the land..

Small  notes therefore, during the term of this:.

law, may. be issued till the' period mentioned. in’
the act; but there is- nothing which ties ‘up-the

legislature from adding a further qualification of .

such issues, if the abuse on ‘the part “of bankers’
should render it necessary for publicsecutity.: . ..
- In the debate which arose upon the Resolutions
of Mr. Horner,* and which occupled the House
of Commons several days until they were. ﬁnally
negatived, it was never supposed: by any one of
the speakers, that [it:was not.competent: to Par-:
liament to abridgethe term of the:Cash!Suspen-'
sion Act, under which' alone the country bankers’
were empowered . to issue . their small notes. . It
was taken for granted that the Cash Restriction.
Act might be amended by abridging the period
of its duration. It was upon this understanding;
that it was one of Mr. Horner’s Resolutions, pro-

o
Lk

* Debates-on the bullion Question—‘—May;r 1811
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-expedient to’ amend the. act;which suspends. the

cash payments of the Bank by altering the time
till which the: suspension shall continue, from siv
months after the ratification of a definitive treaty
of peace, to. that of two yeam from the: plesent
tlme WE :

* If the Cash Restrlctlon Act therefore, ‘was. not
_regarded, by. Parliament "to. be a pledge with,the
Bank of England against: any alteration. in the

» tlme which'had:been previously fixed by several

acts. for. its duration’; how:can the Small Notes
Act be- considered to_be a pledge by, government

~ tothe. ‘country: bankers against. any mere, qualifi-
cation, ‘or new: mode of issue, which does not

interfere: -with tlie time? The. new act, still again
suspendmg the old law, allows a further term of
ten years for the issue of small notes. - Now, if it
-were -intended by any proposed ’rneasure entirely
to take away,vor even to. abriﬂge, this term, there
might be some colour foric_ompleint.- But it is

~ not proposed, as above said, to-abridge the term

given by: the 8 Geo. 4. The old law prohibit-
ing the issue .of small notes is still to remain sus-

pended - durlng the. term.of ten years. The

‘bankers; are still to possess the power of _‘1ssuing
small ‘notes; but ‘under the recent experience of

the abuse of .t_his, p‘o_wer,- and of the consequent

4 T v N
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“.* The- smteenth Resolution of Mr. T-Iomer, Chairman of the
Bulhon Commlttee R S -
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'pilbl'ic miischief, the parties, pe‘i“r‘ﬂifttéd b’yf'ﬂ]‘e’rlﬁ'(:t

to issite thiese small notes, are to 'berequired’ to

give secunttes agamst the recurrence‘ of. gﬁeat

pubhc evils. - ' SRR SRS

- ¥ maintain, Sir, that Parhamenﬁ under alla cir-

. cumstances, have a right to modify their own
acts; where such' dcts contain nothing in their

form or substance to. justify any inference: thit

it was the purpose of the legislature: to tie up its

hands from the future exercise of a discretionary

power ; and where the act is in terms; and in

intendment, a general law, and not a contract

or charter for the benefit of private parties, T
contend, that it would be absurd to deﬁy:the
right of the legislature to' require a securlty ﬁor
the issues of country bankers.- ‘

Let me suppose that Parliament should: chooSe
to fix a new scale of stamp duties, affixing higher
rates upon one and two pound notes, would: it
not have this power? Suppose it were deemed
expedient to call upon country baiikers: -to
register all their issues, would rot the legis-
lature have this power? Suppose (proceeding
by a system of indirect checks) it: should be
‘deemed advisable to counteract. the issue' of
small notes: by a system of anothier charac-
ter—Suppose it were enacted, as  an emendatory
clause to the last Saving Banks’ Act, that no
depositor: should. be: dllowed: to: pay: any deposit

into these institutions but in the current coin of

" ment of any public duty, assessment, oraccount—
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thie. realm, ‘or in. notes: of the Bank of England-—
Suppose that a like order were givenbythe Boards
of Customs; Navy, Transport, Victualling; Army
Pay Office, Excise, Stamps, and Assessed Taxes—
In a word, might it. not. be inade:a mere Treasury
order and direction, that there should be no pay-

of seamen’s wages, dock wages, land-tax, county
rates, &c. &c. but in.the current coin. of therealm,
or in Bank of England notes: Al these regula-
tions are manifestly within: the competence of

~ Parliament. or the Boards of Revenue. Théy

are, in fact, according to the strict rule andi lan-
guage of the laws which now regulate the:‘cur-
rency: of the kingdom.* Is it not, therefore,
evident, that the Parliament is possessed of ample
power to check the abuse of the country banks’
circulation 2. And although this mode of pro-=
ceeding by indirect checks miglit probably be
deemed harsh, it would certainly be effectual.
Can it be objected, ‘therefore; that: Parliament is

~ disposed to: avail itself of the most moderate

means of effecting this object, and:that it is con-
tented to. allow the further continuance. of this
hazardous currency, upon some security given to
the pubhc in favour of the holdexs of small
notes..

To conc]ude thns palt of my subJect The ar-

o *1 scawely need say, that no payment is legal ‘S0 as to dis-
charge’ the debtor (1f the 01ed1t01 take exceptmn to 1t), but in
the'actual ‘coin-of the realm. - = - -
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gument, on the part of the country bankers, 18,

that thé Small Note Act not only givés them:a

further period for these issues. durmg seven
years, but exempts them from all regulatlons and’
parliamentary supervision during’ that time: The-_ 5
act was passed for us, they'say, “and for kou;;- be,

nefit, and it gives us a vested right, whlch

not surrender. - The answer .is, that’ the Small

Note Act certainly gives you a further tlme, but
in no degree exempts you from such - ,regu]atxon

and supervision as the public good. may require’; -
the act was passed for the ‘country, and not: for -
the bankers ; and may be revoked, and, a. majori, . .
qualified, by’ the: same authority under which:it
was passed. It was a general law of regulatlon, .

and not a contract or charter. ’

- 'T come now, Sir, to the heads of ‘the remedlal
measiire - proposed, and therein to the considera-
tion whether, in assuming.Lord Bexley’s bill as
my groundwork, it may :not _be - expedient to
make some modifications in its detail, and, more
particularly, to transfer the administration:.of
the powers it contained to. another. public board

~than that of the Commissioners of the Slnkmg
Fund ' : ‘

Lord Bexley ) measure, in its detail contamed
four main parts. I speak of course of the lead-
ing provisions : of the act, omitting: the mere
process by whlch it was intended to work.

. 1. To. requn'e country bankers, desn'ous of
issuing one and two pounds, to. ‘transfer- to the
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Commlqsmnels cof the Sinking- Fund stock™ to

'double the amount of the proposed issues, or to

deposit. exchequer bills of the same ‘amount with
their intended notes. - : ‘

A Upon siich fransfers and depos1ts, country
bankers ‘were .to receive one ‘and’ two - pound

" notes from the Commlssmners, and such notes

were to be duly stamped. - L :

3. Upon the country bankers becommg un-
able to take up such notes at- their: “country
banks, the holders to be empowered to- present
them to the Commissioners, -and. the Commls-

sioners to be authorised to pay them, ‘and tosell -

the deposit of stock or exchequer bills, to the
amount required, to discharge them. '

4. Until default made by the country, bankerq
@he commissioners to pay over the - dividends of
the stock, and the interest of the exchequer bills,
to 'such. country bankers as had depos1ted them
in securlty

- When the above measure was Wlthdrawn under

the united opposition of the bankers.and their
friends in 1818, it was sufficiently understood,
that the Ministers, though. resolutely adhering
to the principle, were content that the bill
should be modified so far as could be: consistent
with its due effect. What the modifications in-
tended by his Majesty’s Ministers were, I amnot
prc,e’pared~ to say ; buf with a very high respect for
the eminent financial talents, judgment, and ex-
E
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perience of the author of this bill, I am sanguine
‘enough to think that certain modlﬁcatwns would
have removed all objections. :

The country bankers having: sustained a severe
fun upon them in ‘1816 and 18 17, were actuated
by the apprehension, that-a great portion of their
eapital would:be locked up by the operation of
this bill, and rendered unavailable for the daily
occasions of extending their discounts and ac-
¢ommodations as circumstances might require.
The country gentlemen were: fearful, -lest the
bankers, under such circumstances, should

abridge their supply of paper currency, and that -

the prices of agricultural produce should become
affected by the reduced- quantity of notes in cir-
culation.  Another class of persons, whose views
went a little further, began to apprehend some
indistinct evil from the nature of stock notes,
and. the possible extent to which- the system
might be carried, when it was once-fairly com-
menced. - The increased value which- would be
‘indirectly given io- exchequer bills, by ‘the
sudden call for them which would be occasioned
by the act passing, was another obJectlon agamst
‘the measure in its proposed form. -

- It is not'my intention, Sir, to-argue these seve-
‘ral objections: it is notorious that they -existed- in
 -fact, andswere. strong enough to defeat the pur-
~ .pose of the Ministers. - It becomes, therefore, an

-important consideration, whether such modifica-
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tions cannot now be suggested, as may give to «
like attempt a better ehance. of success. "It might;
indeed, be the duty of Ministers to carry a neces-
sary public measure through all objections, but
it is.a more satisfactory policy to convert anta-
gonists into friends, and to conciliate opposition

by the manifest reason and expedlency of the

proposed means.

Not to: detain you, Sir, I wou]d propose the
following modificationsof the bill introduced by
Lold Bexley : :

. I would conﬁh’ethesécurity to notes.under
the amount of five pounds. For these notes;

"I certainly should not require exclusively the:de-
posit.of stock or Exchequer bills ; nor should I
think it necessary that the notes should have the

character of being stock notes: I neither recom-
mend land notes nor stock notes. I am’ afraid
of the precedent. I would have the notes in
question-issued indeed upon. the collateral gua-

rantee .of a fund, but I would not wish themto
be the representative of such fund. I would,
‘therefore, propose this qualification: 'That a
‘banker, desirous to issue one or two pound notes,

should give a security of the following kind:
Supposing he wished to issue notes of - this
description to the.amount of 20,0007 ; I would
permit him to give, indifferently, a real security’;

‘a chattel security, in the nature of realty;

or a security by his own bond: and sureties; and
2
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‘not excluding (but leaving him a choice to make

a ‘deposit of)  Exchequer bills, and stock. "I
would not limit him to any particular security,
but permit him' to offer any which.would satisfy
the Commissioners appointed to judge of it. -
. 2." Instead of the Commissioners of the Sink-
ing Fund, as proposed in Lord Bexley’s bill, I
would transfer the management of the detail of
this - business,” such as 'determining upon the
securities to be taken ; upon their value and suffi-
ciency ; the giving of the certificate to the
Stamp-oﬁice ; and the putting the securities in
force, in case of default, to another body of
commissionérs, who, as I humbly. think, are better
adapted, both by experience and their particular
composition as a board, to execute the purposes
of the proposed act; I mean, Sir, to the Com-
missioners for issuing Exchequer blllS in loan, as
aids for public works, &c.

It iis well known, that this board is permltted
by several Acts of Parliament to make loans upon

real securities, chattel securities, or the bond of

the principal - with - sureties, and even, in some
cases, “on the mere pelﬂonal obllgatxon of the
borrower. ' '

3. Supposing thls charge commltted to the

board ‘above named, I would propose that they

should- proceed - upon "the following principles.
If areal. securlty were offered of the due amount,

1 should consider it sufficient without any thing
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else. It might be assigned to the Commissioners,

by - way of security, in the manner in which heri-:

table estates in Scotland were - directed to :be:
assigned under the act of the 51 Geo. 3. which

was .an act passed during the commercial dis--

tresses. of 1811, for . enablmg commissioners, "
“appointed by the crown, to. advance 6,000,0001."
to the merchants and. manufacturers of the United .

Kingdom, upon depos1ts pledges of goods, pubhc
securltles, bills of exchange, &c. : . o
. If long leasehold securities were proposedi
of an adequate value, I should deem these also'
sufﬁment. ' ‘

" 5, If the banker had no real estate, either: sufﬁ-i o

cient, or such as to be made legally available for’
such pledge, from the circumstance of family
settlements, - prior mortgage, &c. 1 would em-
power the Commissioners to take a personal:
security by bond, »and sureties in di,),i]blefthe‘
amount. ' _— i
~6.- And, lastly, I would peumt as above sald
the deposit of stock, Exchequer bills, India bonds,’
or:other available securities of a public nature—
And where such securities were of a fluctuating’
value, I would leave it tothe Commissioners to
make what they deemed an average reduction of

the amount for which they should be considered

to be pledged :—for example, deducting from the

~ price of stock at the day of deposit, 10 or 15 per

cent., and empowering thé Commissioners, in the
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‘case of a further depression, to call upon the-

banker for a renewal and eﬂl’argemeht of his
security. : '

I ‘should thus consult every description of;

property which a banker might have; some
of - these he must have, or he has improvi-
dently embarked in his trade ; and in none of the
classes of security which I have proposed, but
in the last, would I require any thing of deposit
or pledge. In the last, the stock, Exchequer
bills, or other securities . of the. like kind, must

necessarily be deposited in the office of the Com-"

missioners, with the reservation of the interest
and dividends to the depositors. Now, Sir, with

the highest deference to the opinion of Lord -

Bexley, and to his great and unquestioned talents

and experience in" this part of public business; I

think that the above plan would not- be liable
to the objections which were made to his pro-
posed deposit of stock or Exchequer bills.

T require a banker to deposit stock to double
the amount of” his issues, would possibly be too

hard a dealing with him, and would be open- to-

th_e,ngll-known objections against stock "notes.

To require'a deposit of Exchequer bills, would-
net only be to withdraw an equal-amount of a.

bankei’s capital, but the capital so withdrawn

would be of 1tself a portlon of his" anuhtmo*:

nieans.

. I think the plan ploposed would equall_y
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answer the purposes of the public, and not tres-

pass too far upon the urgencies of the parties
concerned. I am confident it would not be
opposed by the more opulent and respectable
class of country bankers.

A banker might have good freehold and copy-
hold security, or good leasehold security, or be in
such credit as easily to obtain bondsmen to double
the amount of his small note issues, and yet not
have it in his power to deposit Exchequer bills
to the amount required. In short, Sir, T would
adapt my plan to the possible circumstances of

" all solvent bankers; taking care, at all times,
that the security should -be sufficient, and always

available. But I would leave this, Sir, to the
judgment and practice of the body of Commis-
sioners I have mentioned, who, having acted as
a board for loans and securities now nearly nine

years, have lent some -millions of ‘the - public:

money without the loss of a guinea to the go-
vernment. _ ‘

Tt should be obligatory upon the Commissioners
to accept securities manifestly sufficient, or to as-
sign their special -objections to the Lords of the
Treasury. For example, it should be compul-
sory upon them to put a value upon landed
security, less by one-third only than its. real

value. ‘Thus,ifa banker offered a free unincum-

bered estate, ascertained to be of the value of
30,0001., by an estimate made ‘according to the

.""7’7%‘—‘.:;_‘ s
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~ practlce of the Exchequer Bill Loan Office, that
- is, by -the oath of surveyors, the productlon of

rentals, assessment, &c., I would empower him to
have a certificate from the commissioners’ to issue
small notes to the value of Q0,000Z.' I‘woilid
pursué the same course with respect to long lease-
hold property, and othe.r-chattefl‘interes‘ts in the
nature of real property. If the security offered
were -personal; that is, the bond of the banker
and his sureties, I would take such securities (as
is the" practice of that office) ',to ‘double the
‘amount from the obligor and his friends. In
the last description of security, namely, the de-
posit of stock, Ex,cheQuer bills, &c. I see no objec-
tion: to the transfer of stock to the Commissioners
in. the mode proposed by Lord Bexley’s bill,
deducting 10 or 15 per cent. for the. average of
fluctuation. o : o
‘Now; ever ry banker, in the reasonable credlt of
his business, could give one-of these kinds of
securities. The discretion of the Commissioners

‘would-be very limited indeed. - It could only
operate in the third class, where there was no
freehold or leasehold pledge, and no deposit of
public security, but the mere bond of the banker
.and his sureties. ~ Here, Sir, I think the Commis—
sioners ought to have a full dlsc1et10n * The
securities should always be taken to the crown,

and the Commissioners would thereby have the

:privilege of the process by extent. -
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. Upon _giving. this security,: the bauker shiould
have the certificate of. the Commissioners for a
certain amount. of one and two pound notes
from the Stamp Office ; which notes. should be
stamped, numbered, and registered.  He might,
at any time, increase his issue by giving a further
security. : : : N
I think it unnecessar), Sn, to trouble you in
this letter, with any details of a legal mature as
to the mode of enforcing the securities .on the
banker’s default. I.would take the ground plan
of the act passed in 1811 for this part of my
measure. I do not wish to convert the Board .of
Commissioners into .an office for satisfying the
demands of the holders of one and two pound
notes. It would be unnecessary; as.the Com-
missioners might be empowered, where the se-
curity was freehold or leasehold, to.convey it to
the assignees of the banker in the event of his
msolsency ; taking security, of course, from the
assignees, for making a distribution to the
holders of the small notes according to their pri-
ority, and for payment in full where the security
would afford it. I .presume all along that .the
security is sufficient ; if there should be any.sur-
plus, it would necessarily belong to the holders
.of the larger notes. If the security taken were

- merely the personal bond of the .banker, with
sufficient sureties, the Commissioners, upon

failure, might either themselves put in force. the
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remedy by extent against the bankrupt’s estate,
and sue the securities, or enable the assignees to
take the crown process into their own hands for
this purpose. ' :
I need not repeat, Su‘ that the main distinction
between the measure which I now humbly pro-
pose, and that of Lord Bexley’s, is, that all I
should require in any case would be security. 1
would not require, as an indispensable condition,

~ the deposit of stock or Exchequer bills ; T would
leave this to the option of - the banker, and exact

it only in those cases where he had not any of
the other classes of security to give. How-
ever disposed to look with a degree of compassion
upon the holders of small notes, as being not
unfrequently in that class of the community
upon whom loss or delay of payment would fall
most heavily, I cannot think they are entitled to
any thing more than ultimate security. If they
possessed this, the notes they held, notwithstand-

ing the stoppage of a bank, would still pass from-

hand to hand, or be discountable at a very small
premium.

I shall now. tlouble you, Su‘, little fulther but
to recapitulate. I believe it will be readily con-
ceded to me, that some check is necessary to this
dangerous species of our currency. - I have
never conversed with any person upon the sub-
ject - who, however differing upon the mode, had
any doubt upon the principle. If the shock
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occasioned by the failure of ‘these local establish--
meits merely ter minated in themselves, less could"
be said for the expediency of the measure: but’

when I see that the ruin which they produce

spreads a panic through every branch of our
domestic dealings ; interrupts the ordinary credit
and confidence between man and man in our
trade and commerce ; extends itself  to the secu-
rities of the state, and agitatesall the elements of -
our financial system; involves in one common
ruin both solvent and insolvent; pulls down in-

differently the rotten and the sound; I say, Sir,

when T observe such effects produced by late
events, I can have no difficulty in saying that
it- is the most important duty of Parliament to
adininister some efficient control against the .
recurrence of this evil.

_ If we look back upon the history of the cui-

rency of country banks for the last twelve years, .
" and to the calamities which have arisen, not only
" to-trade and manufactures, butalso to agriculture,

from speculations of this description, the parti-

culars will be truly appalling. It will be need-

less to recall to mind the failures of 1793, 1797,
1802, and 1811, If we take an carlier date, we
shall see enough to justify the anxiety of Minis-
ters for putting these 'establishments ’uhder some

restraint.

“Qut of seven hundréd country banks whu,h.
existed in 1814, two hundred were swept away,.

ity o o T RN
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and disappeared, to the ruin of z_ind{x'iduals,';and
whole districts, before the month of April, 1818.
Since .that period the ruin has not been so exten-

sive, but gradually going.on, and the last three

months have added more than seventy to the
number. ‘

~ The ' objections. which ex1sted to the measure.
of 1818 no longer exist.. It can no longer be

said, that it is a mere palliative to.put off cash
payments, and to sacrifice the ‘country bankers
to the Bank of England. Nor can it be ob-
jected to.the plan suggested, that its purpose is
to force up the price of stocks and treasury bills.

I think as little weight is due to the obJectlon:

that it will occasion an unlimited issue. of paper.:

As respects the small notes, no more will be.
issued than is adequate to the security given, and
up to -this extent the issue may safely proceed.
‘Again, if it be said that, presuming upon the
security given for the smaller notes, the bankers.
would be tempted .to. an- almost indefinite issue:

of their larger notes,’ I would answer in Lord
- Bexley’s argument in 1818 : ¢ The temptation .

to issue in case of paper (a large portion of
which is founded upon security) could not be
greater than in the case of paper founded on no-
security at all.” And with respect to the
banker’s large notes, as his over issues would
naturally return upon him, and . be exchanged
either for coin or small notes, the security which.
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he had been obliged to give for this lower species
of his paper would correct all undue redundancy
in ‘his notes of larger amount.- In short, Sir,
nothmg would be taken from him to which he
had a claim before the suspension of' ‘the old
law. He would be left, in all issues “of notes
beyond the value of five pounds, without any
other restraint than that discretionary caution in
the conduct of his business which his own safety

would- suggest. He would be left with all that

Parliament and the law of the land thought it
proper he should have before the act of 1797.

- I confess, Sir, that I consider this mode of pro-
tecting the holders of small notes, ‘which have
so insensibly, and now I am afraid so " firmly,
introduced themselves into our paper currency,
preferable to any of the proposed systems of
Joint Stock Banks, after the example of Scotland.

If the charter of the Bank of England did not
afford a present obstacle to such an innovation, 1
think the interests of the large class of persons
engaged :in banking . ought to be considered a
sufficient objection. . I do not meddle with any

‘question touching the undoubted security of the

Scotch banks; but I think just as much stability

‘ mlght be given to the numerous individual firms

in England, without adopting a mode of banking,

which is perhaps more suitable to' the character

and habits of Scotch traders, than to C’),pltahsts
of the like description amongst. m'lrse_lves.f,; PR
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In Englan'd‘,. the class of bankers have always
maintained the highest station amongst our
merchants and wholesale. ’traders“-; they are not
only one of the most respectable and opulent

bodies in the ranks of commercial life, but are

connected with families of the first consideration
in the couniry. They form a large and distinct
class of individuals. In Scotland, the greatest
portions of the bankers are merged in Joint Stock
Companies, and in society are scarcely known or
recognised as'a distinct body of traders. 'The
introduction of the Scotch system amongst us
would be equivalent to the extinction of a large
order of most respectable and opulent men, and
-would ill supply their place by so many mere
subscription companies. 'There is no doubt
but that the system of banking might be carried
.on like insurance and fire offices, or 'like under-
writing at Lloyd’s. But who could desire such
a change at the expense of so many individuals,
the large majority of which are entitled to respect
“and esteem upon every private and public con-
sideration ; whose names are foremost in every
scheme of beneficence, and stand at the head of
almost every list of charitable aid and contribu-
tion. o BRI
Upon the part of the agricultural gentlemen,
‘I am persuaded, if thyey understand their. own
“interest, that there can be no opposition to this
me.sure. - It is impossible that the present sys-
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tem can continue without proceeding from bad

to worse ; every future convulsion will be more
violent than the previous one, and the end
must be a general breaking up, as far as concerns
a large portion of country banks, of- the whole
paper system. If the country gentlemen desire
the continuance of these establishments, they

-must desire, as a necessary measure, that some

check should be applied to their imprudent
issues. I would appeal to their own experience

in recent events ; I would ask them, if many of

the local banks have not been upholden, and
are not still upholden, by a system of general
forbearance, and by guarantees more generous
than prudent, upon the part of the great land-
holders -in their neighbourhood.. But can it be
necessary to inform these gentlemen, that public
credit can never be long consistent with a system
‘of mere forbearance. It is their manifest inte-
rest, therefore, to put the paper of their neigh-
bourhood upon such a foundation that their
rents may be always securely paid, and that the
insolvency of a local banker may not be pleaded
against the demands of the landlord.

I scarcely think that any attempt will be made
by the opponents of his Majesty’s Ministers, to
impute the late effects to the errors of Govern-

ment, or even to the Bank Directors: In popi-

lar discourse three causes have been loosely as-
~signed ; the bargain of Government with the

o
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“Ba‘nk in 1822, to pay the. mlllfany and ndml

pension list for an annuity' of: 2,800, 0001, . for
forty-five years; the loan of money on stock and
mortgages by the Bank ; and the new system of
free trade. As to the first cause, if. the Bank of

‘England had not paid the four or five millions .

of the; annual amount of the dead list,: the same
amount must have been  yearly paid, by Govern-

‘ment, It follows ‘that nothing upon’ this ac-

count has been added to the general circulation
of the country. The adoptlon of the bargain

‘by, the Bank cannot : therefore have led to any

excessive issue of paper. Nor can, it be: said,
that the annual advance of this_ sum can in‘any

,degree distress the Bank, or embarrass the direc-

tors in their mercantlle accommodatlons If the
Bank have to advance for the first six or seven

_years between: four ‘and five millions annual]y,.
-Government, by the bargam, are engaged to pay "
the Bank every year, 2,800,000/.; leaving an
.excess only, on the .part of the Bank, of

1,700,000/ per annum, on an average ¢ of the ﬁrst

: five years.

As to the Bauk loans on stock and mortgage
the original purpose of this' measure was to
afford some accommodation to country gentle-
men, and to persons not immediately connected
W}th trade. Ina period of agricultural distress,

‘there was-a very general complaint amongst

landholders, that the high ‘1_'aAte: yof', - mortgage

05

interests, and too freqﬁ;en,tl y. of annuities granted

- on real estates, concurred with the reduction: of

rents to absorb: all their i ncomes— Whilst-traders.
were only paying-from three to four per cent. for
money upon' their “bills, and upon the lower

‘obligations of personal security, the mortgages.
of landholders, even under _the most favourable.

circumstances, .stood at five per cent. Under
such circumstances, the Bank :Directors  an-
nounced their. intention of lending. money upon
stock and mortgages at four pér cent.; thus.

,aﬁ'ordmg an -opportunity to- the landed gentle-

men to, pay off their . mcumbrances, and to con~

- vert their mortgages of five per cent. into-a
; lowel; rate of interest. Instead of complammg

that this accommodatlon has been carrled 1o an

.excess, there is toe much reason to imagine that ‘

it has been less eﬂicacmus than Government and

‘the frlends of the landed interest.had anticipated. -

‘There .is something in -the wery. nature . of

o landed securlty, and particularly. in family estates,

encumbered w1th settlements, remainders, &c:
which; is: wholly i mconsmtent :with the daily and
hom}y_, occasions of commerce. ;:All ‘the, legal
modes :of conveyance -had: their origin -in times
when.: commerce ;was little known and under-
stood, and are therefore very ill adapted to that
quick .transfer, ..and instantaneous. conversiop,

which .the :sudden, and. u:nforeseen ex1genc1es of

trade. _may. require. - 1 Therg is:no. mode of: pasSmg
F
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land by the mere endorsement of a title-deed.

"~ A bill of foreclosure is as tardy, and almost as

 cumbrous, as the ancient mode of h_very of seizin;
and a merchant who wanted repayment of the
loan which he had advanced upon land, might be
ruined, ten times over, before he could get a de-
cree of foreclosire, or the master’s report in his
favour, on a bill for accountin a court of equity.
- The Bank Directors know all this ; and have
accordingly afforded these loans upon land with
a very sparing hand. However valuable as an
ultimate security, and as a security merely, land
is the most tardy and dlfﬁcult of all convertlble
assets.

The same general reasomng applles to the
loans upon stock.

All loans upon pledge are too slow in -their.
returns for the nature of trade. They are not

payable on demand ; 'and even'where payable on
a day certain, theyare not in the mean time cir-
culating securities, nor at all times convertible
into value. In case of default, the proceeds of
the pledge are only to be realized through a
broker or auctioneer, and the accounts become
complicate and irregular, and the proceeds often
insufficient. Hence the loans upon stock by ‘the
Bank have been scarcely more liberal than those
upon ‘mortgage, and their amount has certamly
had very little operation, elther in first extending,

- or latterly in restrlctmg, ‘the issues of ‘the Dx- :
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rectors. They have, in truth, till upon late
occasions, been altogether ummportant
With respect to the new system of Free Trade,
I have no doubt, as U have before stated, that the

facilities afforded by it have been pushed beyond
what prudence will justify. But the abuse of a

-system is no argument against its proper and na-

tural character. A system is good or bad, ac-
cording to its natural fruits, under a wise and
discreet exercise, and is not to bear the faults of
that excess and abuse which belong only to the
errors of those who pervert it. But in what
branch ‘of our trade shall we look for that degree

~ of abuse from excessive and extravagant specu-

lation, which can properly be charged upon the
new system of free trade? I readily admit that

there have been some most absurd and enormous "

ventures in articles of foreign and colonial com-
merce. I merely assert, that the subjects of such
speculations have little or any connexion with

the new system which has been principally \

ascribed to Mr. Huskisson. = What had this free
trade system to do with the excessive imports of
cotton in the early part of the last year ?

The free trade system during the last year has
operated principally upon silks and wine. In
silks there has certainly been some excess, but not
to- that extent which could have any material
operation in producing the late events. It is-
perhaps to be regretted, that our manufacturers
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have been induced, under any circumstances, to

~embark in a fabric, in which the natural and,

almost moral circumstances of our country ren-
der us unequal competitors with foreigners.
But the distress in the silk manufacture has not
been occasioned by any natural consequence of

the late measures of the Ministers; inasmuch, .

as it has preceded the operation of these measures

nearly nine months. ~Government have acted
with great caution, and a most liberal conside--
ration, in the reduction of the duties. Repay-.

ments were made, and indulgences granted, so
as {o.adjust the intended measure to the actual

state of the trade when the allowances were given,:

~ and 1o its probable condition when the new ‘law
should operate ; and it was fully understood and
stated by many of the leading manufacturers, that
when-the new system should come into operations
the trade would be prepared and competent to
bear it. But the manufacturers, from an impru-
dent eagerness to supply and anticipate the mar-
ket before the commencement of the new duties,
have in fact filled it to a glut, and the pripe has
fallen in proportion to the excess of the supply
beyond: the present demand. In order to supply
the materials of this manufacture,the Capitalists._in

this trade have been equally extravagant in their
importation of raw silks, and have thus run into .

a double excess,—an excess in the domestlc manu-
facture, and in the import of the raw material.

69

~ As to the excess in the import of wine, no one
has heard any complaint upon this subject—A
third article, which is affected by the free trade,
hemp, has certainly not been imported in any
mischievous excess. But it is almost exclusively
in these three articles that the free trade ‘system

has operated within the last twelve months
I cannot conclude this part of- the subject
w1thout expressing my regret, that the free trade
system, as it is now: popularly called, has been
very gen_erally misunderstood ; and that, under
this * erroneous . conception  of " its- object and

principles, imuch mischief has been imputed to

it which it could in no degree produce. ~
This system, so happily begun by the present

; Chancellor of the Exchequer, and continued by

the very able President of the Board of Trade,
comprehends four leading heads.

.1.. To reduce, consolidate, and mmpllfy the
Shlpplng and Navigation Acts, Register Acts,
and.Custom and Revenue Laws, rela.tlng to ‘our
general trade and commerce.

- 2. To: regulate our Colonial and. Forelgn '

trade, more particularly our Warehousing system,

Transit, Pilotage, Lighthouse, Docks, and Har=
bour:Duties, and all the other details of nav1ga-f

tion and shipping. . e ST A
8. To place every: branch of Brltlsh Commerce,

in- whatever part of the globe, upon one- uniform -
system of law and regulation, and to.regard
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Ireland to be as much an integral part of King-

land, as the Isle of Wight, or Wales.

" 4. To terminatethe system of prohibitions, and
of all duties in the nature of prohibitions; to crush
smuggling by reduced duties on almost all articles
of foreign produce ; and'to encourage all coun-
tries, by removing fiscal obstructions and com-
mercial impediments, to deal with us on the same
terms of a commerce reciprocally free.

Now; in order to form a due judgment of the

_nature of this system, let us look. to its practical
operation in conducing to these objects; let us
inquire, whether in any one of them it has failed ;
and whether any public mischief, in any one
branch within the compass of this syqtem, can
fairly be imputed to it. ‘

In our shipping and navigation; in the con-

solidation of our Custom House regulations; and
revenue laws, let the British merehants be con-
sulted, and Ministers, I feel persuaded, will
willingly abide by their answer. I am not one
of those who attribute to official returns a weight
of evidence which cannot belong to them;. I

know that they are not to be assumed as perfectly

exact accounts ; but there is a kind of average
of errors, which, running generally through all

- such returns, renders every successive estimate

comparatively a sufficient measure of any actual
excess or deficiency in our trade. Let us, there-
fore, take the official returns of our shipping for
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In 1828, the number of
in 1824, the number
was 847 ; and in 1825, the number was 1,011.
The returns of vessels entered inwards, and clear-
ing outwards, British and Foreign, for the years
1823, 1824, and 1825, are equally in favour of
the latter year, and exhibit that increase in our
home and foreign trade, which cannot but have
added most largely to the commercial capital
and circulating wealth of the country. I have

the last three years.
new vessels built was 780 ;

no doubt, as I have more than once said, that.

those large opportunities, afforded by the new
policy, have in some cases been pushed to a
mischievous extreme; but I am persuaded that
they have not been so far abused, but that the
actual good resulting from this part of the system
still greatly exceeds the mischief of the abuse.

"Our colonial commerce has been affected by

the free trade system in the same manner and
degree as our navigation and shipping. In de-
spite of some absurd speculations, wholly extrin-
sic to the proper nature of this policy, it has
been greatly and most advantageously increased.
In the East Indies there is a rising demand for
all British articles; and the liberty given to the
free trader to export directly from India to

foreign Europe, and from foreign Europe to
India, is gradually laying the basis of a produc-

tive commerce. In the West Indies, the free
intercourse of the colonies with America, and

T ey e
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‘each other, has opened the. immense markets of
the United States -and South America to them.
The former narrow and limited system® of free
ports has heen- merged in the large and liberal
policy of régarding’the colonies as so many inte-
gral. parts of our own home empire, and opening
them, like so- many maritime counties of Great
Biitain, fo-the almost unrestricted mtelcourse of

foxfé'lgners both in imports and exports.

‘For the sake of our ship-owners, the free-trade '

system ‘has, "hitherto, restrained the direct sups
ply:of colonial produce.to the mother country to
British “vessels; beyond- this, our colonies: are
almost wholly and eﬁ"ectually opened to all .the
commerce of the world. - ST e s

- As regards our dealmgs with . Europe, and
indeed generally with Asia, Africa, -and America,:
the jealous restrictions of the old navigation acts,
50 toug: contended: for. by our merchants. and
ship-owners, have been almost extinguished, and
our-general commerce in évery part of the globe:
has' reaped the ‘advantage.” Our .goods, more
particularly our cotton and woollen fabrics, our
hardware ‘and cutlery,-circulate more freely and

largely ‘than ever in: the German and Italian

markets ; and -all combinations against us have
disappeared under’ the 1mmense snperlorlty of
Bl‘ltlsh capital and ingenuity. - SRR I TIERE

It would'lead: me beyond my hmlts to:go: mto
thef details of the official returns; suffice it to say,
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that our trade with foreign Europe, if we except:
France, has increased under. this system nearly
one-fourth within the last three years.

As regards the simplification. and umformlty
of the revenue laws and custom house regula-

tions, and particularly with reference. to our.in- -
tercourse. with . Ireland, the: results:have been

equally in favour of the liberal policy of the free
trade system. ‘The Irish revenue, both in.its
excise. and . customs; is greatly on the increase ;
the collection itself -has been improved, and there

can-be no reasonable doubt-but that its net pro-

duce, in a few - years, will be augmented at least
one-third of “its present amount,: without any
increase of burthens upon the people. ..

- As:to the last division of the free trade system, -

the prevention. of smuggling, and ‘the reduction
of duties, it has been nearly as prosperous as'was
anticipated. It may be safely asserted, that
smuggling in many minor articles has been ‘en-
tirely extinguished. The repeal of prohibitory
duties upon upwards of one hundred small com-
modities, has removed so many temptations ‘to
dishonesty and fraud, the worst effects of which
were, that they gradually corrupted :the :morals
of the people. - No‘one now:smiiggles lace, and
many: minor articles:of French fabric ; ‘the result

is,'that a’ manufacture of: our ‘own:has*almost

superseded the:use of . Frénch and: Brussels: lace,
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and our domestic artisans gain what was formerly
given to foreigners. ~

I have thus, Sir, rapidly run over the heads of
this system, not so. much with a view of explain-

~ ing the sound prudence and policy of the varicty

of measures which it comprehends, (for it runs
through- the whole circle of our commerce,
foreign, colonial, and domestic,) as for the pur-

pose of showing that it could have very little

effect in producing late events. It certainly had
no tendency to encourage any of those numerous
joint stock companies, in which so much capital
has been embarked and lost. It had no ten-
dency to stimulate speculations in foreign loans ;
and as little to call forth accommodation paper,
and the rash and exorbitant issues of country
banks. It was intended to enlarge the sphere of
regular trade, and in no degree to provoke or
afford opportunities for absurd and prempltate
ventures.

But I am trespassing beyond the limits which
I had prescribed to myself, and entering upon
topics which would open a boundless field. I
am persuaded that mo man, ‘of any common
candour and information upon these subjects,
can impute to the system of free trade, or in-
deed to any measure of the King’s Ministers,
the late convulsions in the commereial world,

'The Government, indeed, foresaw the recent
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catastrophe with more distinctness than even the
Bank Directors. The papers published from
your own office, Sir, and inserted in the jour-
nals in the early part of the last session, gave the
people a forewarning of such consequences,
from the absurd and precipitate spirit of specu-
lation ‘which at that time began to prevail. But
as the people were speculating with their own

~ money, it was not within the power of Ministers

to adopt any preventive means. They seemed
resolved to throw the abundance of their wealth
upon the waters—and they did throw it.

As I am persuaded, Sir, that most of the .

topics urged in this letter must have repeatedly
passed through your mind as well as my own,
I have only to conclude with the expression of
my great respect for yourself; and my best
wishes for your long continuance in the pos-
session of that power and influence, to which
your acknowledged talents and public services
so unquestionably entitle you.

I am, Sir, &c. &c.

Jan. 23, 1826,




C. Baldwin, Printer,
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