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REMARKS, &

To the first part of the pamphlet respectmg the
standard value of our c1rculatxng medium, I have

no objection to make, being satisfied that the value
of that medium, whether consisting of specie or
paper; bears reference to, 'and is founded upon, the
intrinsic value of our coin as bullion ; and bemg,

as much as his Lordshlp, an enemy to the new-
_ fangled doctrine of abstract currencies.

But it
will be obvious in the sequel, that this concession
can have no effect whatever in aiding, the course of
argument pursued by his Lor dShlP in the after-part
of his pamphlet.

The principal illustrations of Lord Lauderdale’s
and the Bullion Committee’s theory of -a deprecia-
tion of our currency,.in this pamphlet, are derived,

1s¢, From the example of all governments who

have issued paper money, and, more partlcularly,'

the conduct of the North Amerlcan States prev1—
ously to the revolution which- established their in-
dependence, and. also during their struggle with

the mother country, by means of which their in-
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dependence was secured, and the case of the as.
_signats issued by the French National Convention.
9dly, From the supposed parallel situation and
conduct of the Bank of England during the two
first years after its original establishment in the year
1694 ; and, | ' ‘
3dly, From the conduct of the two public banks
in Scotland in the year 1762.. S
As to the first, .~ . o0
In all cases where paper money is issued by go-
vernments, and declared a legal tender of payment,
it 1s evident that the community can have no se-

\C\irity whatever against such issues being carried to -
excess. The extent of them does not depend on

the demand of the community for the circulating
medium, (in which case no more would be called
for, ot could possibly be' kept il circulation, ‘than
the circulation could’easily absorb); bt on' the fie-
cessities of the stites by whemi they aré idsued. -

* In all such cases, therefore; the circtilation thight
‘speedily. be ovetstocked with - this- paper money ;
and as it bore no interest; every’ person “holditig” it
~would bé desirots of getting 1id of it as speedily 4s
possible ; -and; vather than kéep it without ahy pro-
spect of its payment fora course of ‘years; would
be willing to séll it at a discounit. =~ -~ v o

~This discount, accordihg to"the circumstances: of
the case, and extent of the issues; might atount
to 50 or 100 pef cent.3 and it i1s evideht that the
price-of foreign bills of exchange, when coinputed
in -stich degraded currency, would ‘undéz“"gd ‘the
saine nominal rise as the prices of all sorts of com-
modities wheri paid for in it, SRR A

This was precisely the case with the p'a'pér”rhof‘
ney issued by the North Amefican - States before
the trevolution. R R Ut

The paper currency of North America, ‘says Dr

. DY T ‘ ; g S S 0 LI sisted:
\dam Swithy (Book 1L Chap. IL) ¢ copsisted;,
Ar?;: ;i'r.sfhanlfza§0t68~,ﬁp&y.ab,1¢ to -the, bearer, on de-

¢ rhand,.but in a government paper, of which the

¢ payment was not exigible ll several years after

e s -

ce. it was dssued. . And though the colony govemn-
¢ . ments, paid no interest to the holders of this

¢ papers: they declared. it to be, and in fact ren-

¢ dered.it, a legal tender of payments for the full

. -

¢ yalue for which it was issued. But, allowing

« the colony security to be perfectly good, 2 hun-

¢ dred pounds payable fifteen years hence, for ex-
¢ ample, 4p 2 country where interest 1s .at (0. per

¢t cent. is.worth little more than forty pounds ready

« ‘money. To oblige a creditor, therefore, to ac-

« cept of this as full payment for a debt of a hun-

<« was.an act of such violent injustice as has scarce
< perhaps ,been attempted by the government of
« any other country which pretended to be free.””.
 The cases of ‘the paper dollars of the American
Congress, and the assignats of the French Conven-
tion, must be fresh in the recollection of many per-
sons;:and it would be a mere waste of time and

words to set about proving  that these are totally

¢ dred pounds, actually paid down in ready money,

dissimilar to that of the present issues of the Bank

E, ;Il'l,an.d«- : ~"L5‘-'.“», I
o TEheg Bank of England, though the greatest bank
of circulation in the world, is in fact a bank of de-

posit, and_issues no notes  whatever, but. on. the
‘syecurity,‘of real property of some kind or.other. ‘1t

property. ;. but, the Directors take care to be satis-

fied that «the person obtaining their notes m ex-
change. for his bill, is actually possessed; of such
property, which_is. thus -virtually pledged for ath.e
“repayment of the nofes. In this way, . it is:evident
that the bank affords a:much greater aid to the.in-
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dustry of the country, than if it requlred the goods
to be locked up for its security 5 since, by this.ex-

tension of credit, the real capital, on the § security

of which the money is advanced, is left .open , for
active employment : a course of proceedlng ‘which
is certainly indicitive of a great degree, of public
confidence, and practicable only in a country where
commercial credit stands high. And even'the, ad-
vances to. government form no exception. ‘to. this
rule, Seemg no, such advances are made, but; exther
on the secunty of Exchequer bxlls, payable at stated
penods, of in anticipation of certain parts of the

revenue in the actual course of payment, and pledg— o

ed for the bank’s security.

Agam, the issues are not ultroneous on the part
of 'the bank, but merely ‘the COnsequence of de-
mand on the: part of the public ; and it is evident
that the moment the c1rculat10n should come to be

- private ‘bankers were possessed of more’ of them

than they wished to' hold, “or could” easxly get rid
of, the demand for fresh issues - at the bank,:on
dlscounts ‘of bllls, ‘would mstantly cease; \ull,

,,,,,,

the couise of  retiring the current bxlls held by the

bank, the c1rculat10n should be'. rel1eved of the'

supposed excess,—an operation whlch'never could
require more tHan two monthsi -be 2 comphshed
seeing the bank’ holds no bills'of a longer currencys,

© but would most probably be accompllshed m Tess

than as many weeks.

“'With regard, ‘again," to’ the cncumstances alluda
ed to by the noble Eatl as havmg occurred to the
Bank of England itself in" the jyear. 1696 these
are now1se ap‘phcable to its present, circumstances:;
and ‘i’ so far ‘as any inféfence. can’ be, drawn, from
them, it is completely hostlle to h1 I, 5,
gument. o ‘ : :

: sub‘je'c,

. on'the”
" réachéd {he dane pomt of depressmn of 25 per
‘cent. - But surely there is not the sllghtest ground

At is ‘miatter’ of hxstorxcal fact the most mcontro-
‘vertlble, ‘that the silver coin of this country, about
the tine of the establishment of ‘the bank, in the
year 1694, 'Was in ‘the state of the greatest degra-
datlon in" Wwhich'i it ‘had ever been from the days of

Ydeen Ehzabeth aid that chiefly from the frau-

dlent practice then prevalent of clipping it, in so

miich, that' the standard gumea then passed cur-
iently_for 958, to 80s.; and as SIlVCl, not gold

twas'thén’ the subject of legal tender in payments, it
followed ds mattér of course, that the f01e1gn ex-

~changes ‘should fall in proportlon to the degraded

state of “the’'Silver com. "But this fall in the: ex-

- change had taken place before the “bank’s _esta-

blishment ; 4nd by none of the writers of ‘those
d'lys was it attributed to any other cause than the
degradatlon of the silvercoin. And accordmgly,
110 SO0mEY” was ‘the’ base coin called in, and the, sil-
ver comage refor med “than the exchange returned

foits usual . par, in the course of the years 1696

and ‘i 697,

i Previdus o’ ‘the’ estabhshment of the bank a
ki ind of government paper,’ called 'Ialhes, charged
6’ different branches of the 1evenue, had been is=
sued by the public. -

- ""PRese “tallies, bemg payable in the debased sﬂver
currency of 'the time, must, “of course, have been
ect " to the same deprec1atlon with 1t, and ac=

pace, and was in fact measured by, the deprecm-
Uon of thé'silver currency. -

’T he ‘depression of the exchange w1th forelgn
cotl d.in like manner kept pace with, the
degradatxon ‘Sf thé coin and, as stated by Dr Smith,

ithorl 1ty of Mr Lowndes, in the year 1695,

peeoert
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6
for concluding, with. Lord Lauderdale, that either

the depreciation of the silver currency, or the fall in

the exchange, was the consequence of 4n excessive

circulation, produced by, the issues.of the govern-

ment tallies. On the contrary, this degradation had
taken place before any tallies were issued. . Dr,
-Smith explicitly states, that it $“had begun in the

< reign of Charles I and had gone on continually

K increasing till the year .1695, at which time, as
¢« we may learn from Mr Lowndes, the current

¢ below, its standard value.”” ~ - -

. ¢ silver coin was, at an 'average, near 25, per cent,

~ Let us next attend.to the consequences.of_the

establishment of the bank, and. the-extension of its

paper circulation,  at that critical period.. - Accord:
ing to the doctrine of Lord-Lauderdale and. the

‘Bullion Committee, it qught to have aggravated

the depreciation of our currency; and the depression
of the foreign exchange, by increasing the quantity
of circulating medium, : But so far from this being
the case, dccording to the very authorities .quoted
in his. pamphlet, - the:bank notes-bore a premium
against. the degraded currency ; and in consequence
of the government tallies and: foreign bills of . ex-
change being now paid in bank :notes, the former

(in the words of - Lord Lauderdale’s authority)

< were soon brought by the bank to par; while
< the discount-on the latter ‘was reduced. to. 3 per
“ cent.”® . .. R S

It is no doubt true, that afterwards (on the silver

coin being reformed) the bank paper itself fell to-a

discount ;-but, while the bank paper fell.to a.dis-
count, the foreign exchanges. rose fully to:par;

and both from the very;same ‘cause, the reformation

RIS el SR S A ; Rt
of the.coin to, its genuine standard... .- .

..... B B

R

bank .notes to silver ;.and thus the bank’s issues

' While the coin was. degraded,. PGOPlePrefermd _

'

.'gc‘

were drawn out to- a greatér extent than was con-
sistent with a+ due regard to.its own safety »'but
now that the coin was reformed; the bank was
obliged: to pay in' coin: of ‘stanidard weight; and
such was the reflux of its notes, that it was unable
to retire them, and forced to lay its payments’ un-
deér temporary testrictions:; and its -notes: upon

this fell to a discount j -not surely from any excess-

iri the circulation, for the; putting silver in their
place would not have much ‘effect in reducing it;
but from a doubt of the bank’s solvency, or from
diseredit ; which, in the infaney of such' an’ esta-
blishment, is'not to be wondered.at.  Thus, says

Dr Smith, ¢ during the great recoinage of the sil-
s yer ‘ which was going at this time (1696), the

¢ bank had thought proper to discontinue the pay-
«¢.'ment of . its notes, which necessarily occasioned
« their discredit” oo

- Thus; also, Anderson, in his History of Gémmerce,’ ‘
states, that - the bad state of the silver coin, more
especially in the years 1695 and 1696, . and the

€C

<< 'jll humours contracted thereby, and by disaffec-
¢ tion to the government, had brought the infant
¢ Bank of England into much- difficulty and dis-
‘. tress ; 5o that their cash notes were' now -at a
¢ discount of 15 to 20 per cent.: ' Their credit be-
¢ ing so-low’ as ‘to be necessitated to pay:those
notes only by 10 per cent.-once a fortnight, and
at length to pay only 3 per.cent. on these notes

.
(13

¢

A

- having taken in, for the notes issued, the clipped
“and otherwise diminished silver money at- the

¢ thirty shillings price; and for which receipts
they issued - their notes payable on:demand, not
‘having yet received out from the mint a suffi-
-cient: quantity of the fine fiew" silver “coins- for

2

once in. three months, occasioned by the bank’s -

' Jegal-or par value by tale, and also guineas-at -
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¢« answering the daily demands on them for their M el E ot < s
« o hding 5.2 . Ar R TR " 16 be remitted to London, naturally preduced a
- outstanding notes. . - And. afterwards he pro-- great demand far bills en L,ondon o ’)Iy’fllae- premium
ceeds: ¢ All which: sufficiently shew. the great - , great demand Ior bILS @ll LOREGHs -2 ; premit
« difficulties’ this bank had to :struggle with s and. 1 en, London - leS,ﬂWhleh had never hitherto.been i
K3 }"etv,ir'l'a few months after, by the reco’inhég"ef’ bes Nt fixed, but fluctuated according to the dispositions , 8
¢ ing completed, and by the ‘second - or engraft- ; Oﬁ;Pf‘;l’.'t?es;]Of: course NOw rase to an unprecedented ' a8
“ ment subscription of;the said tallies, orders, and i height, and was often as high as § per.cent. . - .

e

o

:‘._ bank notes, to the amount of L.5,160,459. 14s.. ‘ be I Ti?é?ﬁﬁ?éﬁ?ﬁiemaﬁ ﬂo;ﬁﬁgnggl?jgs 23‘2 -l
- % 92d. the credit of the bank was quite restored, \ B I O D B Y i ven gone .t
¢ with . the .greatest 'applause ‘to - the contrivers ‘-‘ on indreasing during the twa succeeding years; un- ‘ y
¢« thereof.?” DR IR R ! gl'at Tast it had reached: jts height, aboeut the begin'-' !ﬁ;
. These authorities clearly shew, that the discount (. ning of the year 1762... o R R

. . . - r A . Sy .. “J!\" ‘, :; :. . . t;;?
which at this time took place on Bank of England . § ";;}?f‘fhls»;Sf?f‘"te»‘?f% things, whatever had been the 1‘31

notes. .was not owing to any excess ‘in the circu-, state of the . papet c’lrculanfon,umusg have been
lating medium, but entirely to discredit, from their ‘ Toatter ofgveatdlfﬁculty,l not F’?‘“ﬁbs‘?i“?e impos-
inability to pay them.: -~ . .0 o sibility; for the banks to" supply drafts on London
‘His Lordship’s theory will not derive much more’ to the extent demanded. The natural consequence
SUPPQ!‘tlf{'or% the col'cnduc,t of the Directors of ‘the' ; ?jt}fg&fﬁ “l;f fggh@;‘;mg:?ﬁ; ﬁgkig?‘é‘;iagfﬁz
two publi .of ' Scotl: in th 59, . -+ to london, "and hnding they colic oL G-t B
iy Ph) Ic. ‘ anks o .'Scf?tlanﬁ‘ gl lthe year 176_&‘_’ : : buit at an emormous premium, endéavoured to sup«
2 ei? otle Clllcun}stancesq‘r:i,w ich they were placed | ply thejr place_by remittances in’ specié. An’un-
are fairly taken into consideration.. CLl e ply thewr place Dy remitalices I bpstis: A2 =7
'~ The f)';cti seems to have been, that prior to'the usual demand for specie at  the Danks was the un-
during the earlier part-of that war, while the yate b Y%:eﬁ e ardse, whiose abuéiﬁéss'fét was o pick up all
of interest was low, large sums had been borrowed, eha 15 aros! h»x‘ ey ld X "'b:”' & Eeort ‘ﬁhp bt k}:..,.(;u
from th_efmox’ued ‘p_e.ople‘.m England; and . when, ; o o’n o e io 'eni”it‘lgfhéﬁl 3 G%laWblﬁsgfél”
towards the conclusion of the seven, years war, “the - ' T LONICO ’/Eehhh - then ldtth hizh wies
public funds had undergone a degree of 'depression e A, e cutiten ';h - ‘lg‘ii'» ptiif;
‘hitherto unprecedented, . a great part of that money ~1hus, whije the
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\ mium of exchange then cuirent.” "
naturally came to be called up. This,  joined 'to banks yiere continually bringing: down'specie, the
the eagerness of the money holders in Scotland fo gxchange ﬁ‘??-l@s" wevg: 8s }ggu}@ly sending’it u%i
ke dvantageous myasments themselvs n (e el mist hove frqently crowscd eact
public funds, and to:that spirit of ’iag‘ficiilt\jr‘a_l‘iiﬁﬁﬁ‘ ' T o
proveinent and mercantile speculation which then
took possession of the country, as well as't

e e

0d fof specte, keeping pace
f'the’exchange or premium oft
 have reached its height about
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in January that year, the banks found' thefselves’ . to the merchants. CE e I et
under theyngcesgi’ty; for their own safety, of adopt- - .« The Directors of  both Banks of Scotland,
ing every measure in their power for ‘checkingit, ¢ established Dy authority, considering the upi-:
On 20th January 1762, they resolved ‘fo' réstrict < common and, extraordinary demand which for,
the credits on all cash-accounts “¢ o thrée-fotirths - “.some time past has been made at their respective
4 of the sums contained in the bonds; and on - < ‘offices, and many other parts of Scotland, for
¢ 17th March thereafter, they resglved'to také'in # i SPECIC, |

the beginmng of the ‘year 1 762 ;‘77 msomh"h, thaf, banks caused the foIIayiqg' intzmaticm ';tq»b_e ma&e

T e T

R i
e T

S A e

hich threaten very bad consequences to
« money at legal interes for stx months, or loiger, he country in_general, and particularly 10 the
< jf agreed on,. and at 4 per cent. if “repayablé’on

¢ trade and manufdctures, find themselvesundera ~ ~ '\
¢ demand, or on cash-account
. "Lord Lauderdal€'is pleased 6 say,, tha

¢ ‘necessity of intimating to all those who. have
ing these resolutions, the; Directo

4

« cash-accounts with either of ‘the banks, that It
< ‘unless the dealers in exchange shall put an end |

conviction that the démand for speéie was the éffect .tle 'thefp:rasticg;‘gh@g};las for sgne&tim@grevag-; , §
of ‘ani "ovér isslie; and conbeqilent’ dépreciatiott of . $ed, of purchasing bills on London, brought s
their'paper.  And that though < the coidict of iy 1 et ox L
@ kg ?lmgt”(’)"lfs was ffi__‘?? }?1'1_]?? d at.ie meds hlg‘hfy i hr; e bxz:.’iaxl N 'théyilet)lii}; in “specie, which is ii!
,4lhb¢?§l:...and.a*?raﬂg,ned. as' ruinous to-trade’ and : ey %.-.8‘&» A fs e cornti 3 "CI{ 2 s these o
“ ‘manufactures, yet  that, fortunately for " the carried, out, of the country; and unless ‘thes
«''country, they persevered in the salutary éxpe- «gentlemen, and others having cash-accounts, do,
! dienit of limiting their issies ; ‘and that ultimately ,._se».;.thszut,m?s,?tpf f‘t.léelrsﬂpoger;hglsgoﬂ;age ,§ﬁng-
; : . £ ing-specie . out, of Scotland, the banks. wiil e

‘«¢ this was atténded ‘with complete success.”="" L | 1g-specie  out of scotiand, TAe Danis Wit
. " Now, how far his Lordship is correct i : < disabled from answering the growing demands
e “Yeition, either as to the bank’s perséveratice in | < daily made on them, and will be laid- under th
T their plan” of* réstriction,—the’ conviction inder | . &, disagreeable necessity of stopping all cash-cre-
: | ‘which’ the Directors acted Wwith regard to’the ‘cause | dits,, and . demanding the balanee due on them.
'\ “of thé demand for spécie; and the success of the Whatever, inconveniency shall. arise from the
“¥estriction “of ‘ their ‘credits; 'in restoring’ thé ! ex- measure, will, in justice, be chargeable on those

g who, by trading in money :bills. of exchange or

- ‘change, will be ‘sufficiently obvious from ‘the” fol- DA Y Ao ORI
} I ST stocks beyond ‘their._proper, eapitals, have occa-
i 7 . : : B

! * “The first notice of the unusual demand for specie, - £ sioned :this distress,” which- the banks have, at
| “appearing from the records of the Bank of ‘Scot- "¢ a.large expence, in vain endeavoured to obviate
| Tand; is in'an'order'of 11th January 1769, in which # for some time past, but cannot longer submit :
it is stated, that the extraordinary defaid for specie _without .doing injustice to the. country in - z‘
| ~ “had existed for some ‘years past.” - Anid on 18th Ja- . to, their own proprictors in parti- '
nuary 1762, preparatory to the . restriction of the oy (R R R SR

-

E - cashecredits to' threg-folirths of 'their ‘amotint; the

)

lowing facts and documents, " '
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under the imptession that the demand for- speeie
was fthe consequence of any excess in their paper
circulation, " but that they “attributed:it to it§ true
‘cause, the hxgh premium on bills of exchange.
 On the 6th of April following, ‘the banks were
reduced to the necessity of “ taking the benefit of
¢ the option, in their notes, to try whether this
« will put a stop to the demand.” % No sum
« exceeding 1.20 te be paid in’ specie, without
¢ the authority. of the Committee of, Directors.”’-
«6th . May.—A message was - feceived: from. the

merchants, importing that . they would- discomrage
riders coming down from. England t0 eollect fdebts
~and carry away specié.. . -

It would appear. that, lt’hrough fthe jom’t co;(r»pea
ration of the banks and the merchants;: a ‘temipos
rary reduction . of the rate of. exchange ‘wals.ieffect«
‘ed $o-early as the begiiming of  May.. 1762+ @

» 8th July 1762t was. resolved, « tfhat the
s ‘restriction of a fourth, part laid upen all cash-

“ accounts on 20th January ‘should be taken off

¢ 4ll accounts of L.1000 sterling and under.””: -
And, on §th Oct’ober 1762, .the. réstiiction was

taken off all :dccounts not exceeding 1.2000. -
Any :appearance ‘of improvement, however, inthe

‘pecuniary affairs of the, country.that had. hitherto

taken place, turned ‘out, it ‘would appear, to have
been entirely fallacious ; for, by the ‘end-of Awugust

1763, ‘the demand for specie ““ made. by English

£ riders and -others, who want to remit mongy td
¢ England,” as expressed .in the minhutes of the
bank was as_great &s ever,; .. ..

On 30th -August. 1763, it was resolrved by the
banks to grant no rfurther ‘cash= credlts tlll A5t No-
vember, :

“19th’ Jaﬁﬁary 1/64 --A scheme and pwposal

was ma&e ta the banks by Messrs JAlexander and,

13

~Sons for Tesseriing < the derhand: made Gpoh the

¢ banks, by lowermg the course: of “exchange up-

“¢¢ .on London, and thereby. removmg 'the temp-
“ tation people are under of- sendmg off: specieyto
«.save the high exchinge.”:
1764 -2 -memorial . was presented to’ the: banks,

i And.on-18th March’

subscribed : byt all the: prmcnpal merchants and

private: bankers i Edmburgh, in; the followmg
- terms :

;¢ The! \%undry menchants and dealers in: exe

'-“‘ change,hereunto subscribing, -taking under con-
<. sideration the present stite.-of :the ‘money trang-
66, -getions in-Scotland, ‘the. ‘gréat .demand: foispe-

%, cie. made :upon the’ public: banks by: -obscura
€6 people, whd'send it to- London, fiot in the dsual

4 rway of : trade, but " with-a_view: to profit;: by '
¢ drawing for” 'the. value at the :présent- high éx-
- ¢ change; ' :the’ resolution 'of . theBank . of - Eng:
¢-land to prevent any part -of:the spec1e 'so_sent
¢ from being brought back, and’ the.inconveniénce
¢ that may ensue. from these causes, both to, pubhc

¢ amnd private crédit, -

%4 T'o remredy these - erls,.so far as in thelr ypower,
' they hereby resolve, '@ '

i % 1sg; That:they- w1ll by every poes1ble means,

¢ discountenance - and- prevent all -artificial = dé-
¢ mands of spec1e on the public banks, and will

“¢-neither:take any bills whlch they suspect are'in-
% tended for that purpose, nor encourage ot assxst
< such as-do'take them.

wi¢9d, That they ‘will not, by themselves, OF
% their agents for their own"account, or for that

$6::0f ‘others, make” any-demands of spec1e on the

s¢public - banks during the. continuance of the
“ present distressful times, ‘further than for com-
a‘""mon change or: sm'tll sums, such as shall be ab-
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« with a view to proﬁt.
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<« sotute}y necessary for travelhng charges of per=
“. ‘sons going to’ England :
& .34, For ‘the” more eﬁ"ectnal dlscouragemenr
“ of the said permicious’ _practice; \ 7
“ tg recommend to the’ pubhc ‘banks, as a‘me
« ure useful, and even necessary, Jor the ¢ eountry,
< on this emergency, that they mark: therr notes im
“ evexy case where' demands of specxe are m" ’de:

On 13th ‘March: 17‘644; accordmgly, the banks
once - moxe resolved ‘to. take the benefit cof: the
option “in_their:notes. , And on the: Qgth of that

- month, a :memorial ;was laid “before: the gene«

ral. ,,m‘eeting of nﬁthe:‘:ProprietorS“ the, Bank , of
Scotland in “which it -was stated, ‘that- ¢ the nse
“iin the exchange. for the lasttwo .or three years
¢ has occasmned 4 very great’ ‘demand on the
< bank- for- specxe, and made the brmgmg it from
« ‘England ‘both inecessary ; and.‘moze expensives
< That of late the exchange ‘had fun yet hlghei‘;
< and, consequently, the demand: for specie; had

< been greater. "The Directors,, therefore’, thought

- ¢ it for. the. mterest of the company to take ad-
6 vantage of the optlon, and, in. concert 1th
< the. Royal Bank;, to’ mark. their, notes to su_ch

6. people as they had reason to suspect demanded
s¢ specie only to make a trade of it .- ’

- Soon after thls time, it would appear that"
other temporary amelioration . of the. exehange anc

abatement of the ‘demand; for specie. again took‘

place ; ‘which, however, ‘afterwards again
o, nearly as great an extent ag ever,. anc};

more to. 1estr1ct the <

dits .om
‘Thxs resolu‘mo 1“18 dated

14£h, Deg

ic

' banks ‘entuely ceased —~m ) muc’l that,

15

wnd’ proceeds on'a repoxt beaung, “ That at a
< _conference between the cormittees of the two'

‘ ‘both‘! socxet‘ :s “for specie and_for dlaaghts on
, it had been proposed to put some Ti-

<¢ither by restrxctmg ‘the holders of them to a
¢J4¢s sum, or to ‘stint their operations to one day"
“ of the week.” Which being, considered, . it
t‘?expedlent '.And the credits: on cash-ac-
counts ‘were accordmg’iy ordered to be restricted to~

in all cases where they exceeded that sum,

’ was resolved thiat the former method ‘would be the.

naed,’ m $0 much that, from the month of August'
]766 to March 1772, the Banlx of Scotland ‘alone.
was subjected to the expence 'of importing from
London gold and sllver‘soeme to the amount of'

the course of onmderable sums

1n1provement in the exchauge'.may
A ng" to -the’ umted -exertions.
of the'.banks 4nd the mérchants in’ checkmg angi

‘dlécount iancing ‘the aflic: in'specie; imay sbe

1

",',4 _1t “must 'aVefbeext

j gard to the great, demands made on. -

,. 'mitatlon to 'the transactlons on cash-accou;lts,, :

three months bemg alloWed fm effectmg the re= . ...

however, the demand for specie’ conti- .
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which, through the progress, of our ‘manufactires
and improved * cultivation, we -were: enabled to

make a greater proportion of our remittances. to
England in the shape of ‘goods, But that it was

in the slightest degtee’ effected by the restietion
of our bank ¢redits and paper: circulation, ‘there is
not the smallest reason to believe.  ~ - o
" In fact, during the whole of the ‘period under

consideration, the credits allowed: by the banks
had never, excepting on two, or at most three,

occasions, when' enforced by necessity, undergone

A -any material diminution.. X.

“

" The dirculation, ‘however, 4 may natutally be

Wweedd supposed, -did not bear the usual proportion to the.

vy @’ tn TOODEY lent during, the time the demand for'specie

;I(Ian" )

the two Glasgow banks, by

* “being, upon the whole,’ circumscribed,. ]
‘bably considerably greater in the years |

1762, 1764, and 1765, the circulation of th
Bank of Scotland was uniformly lower in the a-
bove-mentioned period than it had 'been in thg

P /ér?ma 4. continued. - ‘With the exception of the years 1761,
Av2 apzn

year 1760,  and 'was. lowest. in ‘the’ year 1768,

when the demand for specie was still very great.
_ But, independent of the credits of the public
banks, it is believed several:new bankmg establish-
ments had been set on foot inScotland betwixt the
years 1762 and 1772, and the tr nsactions of  th
private banks issuing notes, establish d before the
1762, particilarly the British Linen Company and

' “been considerably ex-
tended. So that, in place o

was pro-
cars 1771 nd
1772, when the exchange became’fayourable, and

““Syich being the real state of thecase, how, un
der all thesé circumstances, can we ‘conclude, with

Lord Eaudérdale, cither that thie high premiuin

nsactions of the -
f our paper circulation -

the demand for specie ceased, than it had been’ in .

, "

on the,ex__change in the 1762 and fol'lowing years,

was owing to the excessive issues. and consequent
depreciation’ of our: bank  paper, or that the im-
provement of the exchange was effected by the re-
duction 'of our paper circulation? Or, finally,
that the directors of our banking establishments

‘acted under the conviction that these. circumstan-.

ces were anywise connected together as cause and

effect? - DRI
But if Lord Lauderdale has been mistaken in

~ supposing that the high premium given for London

bills, in the period under review, was owing to the .

depreciation of ‘bank-notes from over-issue, Dr
‘Adam Smith is no less mistaken in ascribing it to
the discredited state of the bank paper, from their
taking advantage of the optional clause in, their
notes. AR S

Tt has been scen that, excepting on two, occa-

sions, in spring 1762 and spring 1764, the banks

tiever took advantage of the optional, clause ; and,

even then, only in the case “of payments above
L.20, where there was reason to suspect that the
party applying for the specie me¢ant to.make an

‘improper use of it; and, in availing themselves of

the option, they became pledged to.pay the amount
in specie at the end of six months, with the legal
interest for the intermediate period. X =
" It is not easy to.conceive that, under such, cir-
cumstances, the uncertainty of “getting those notes
converted into gold and silver coin, should, as
stated by Dr Smith, have had the effect of degrad-
ing them 4 per cent. below the value of that

shews it to be completely impossible that the rise

in the exchange could have been owing to this
cause is, that the high rate of exchange, and con-

o GnSiter

A
s ﬁa. Z'M
2 W%‘% s

W;M

~coin, so as. to. occasion a. nominal rise in the ex-
‘change with London to that. amount.. But what
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sequent demand for ;specéie,.l}a'd »-e;_c,iged__fpy ggvc::mﬁ
years before either of. the banks.ever once availed
‘themselves of the optional clausein. fheir notes
anid that when they first did so, in Apnf 1769,

was only. as a check on the demand for

i :

‘specie

which - had _previously - been -produced by t’h};}in gh

LD V3t v H

remium on London bills, ~ It js: clear, .therefore,

“that Dr Smith is wrong in his conjecture on this
point, as he is also in his assertion; that immediately

on passing, the act prohibiting the optional clause,
the high premjum on London bills, ceased.. That
act'was passed in the 1704 5 but the exchange on
London bills ' continued high- @Uﬁ,ﬂ% the years
1766, 1767, and 17685 and, as already observed,
was not finally reduced till about the beginning. of
few, if any, of the notes of the Bank of Scotland
had ever been marked under the gptional, clause
prior to April 17623 4nd that the whole amount
marked during ' that and the three following years,

extended only to about L.65,000, while. the specie
imported and paid.away by that bank, within one

year, from 1762 to 1763, exceeded L.100,000.
The optional. clause ‘was finally abolished, as al-
ready mentioned, in the year 1704 ; after which the
banks uniformly paid all their notes in specie on
demand, to whatever:amount, required; and yet the

high premium on London bills continued for- six
or seven- years thereafter, = These are facts that

speak for themselves, and-against which it will be
in vain to.oppose ‘the opinion . of any-speculative
writer, however d
otherwise be... = ... .. oo S
" Besides the general causes of the increased de-
mand for London bills towards. the conclusion of

‘the war 1756-1763, before pointed_ out, it seems
‘probable that the evil was: considerably aggravated -

s

There is reason to believe that -

ese‘xf"vcdly-high his -i?eputzition may

 lind,” while' the foreign” exchanges are-
agdiist ibis' country. . find e may sdfely ¢on-
§ludé; from the éxample of thé Scotch Banks, that

19

by the great number of mereantile adventurersy

who, chiefly after the peace of 1763, launched out
in extensive spectlations in different pdrts of ‘Scot-

land, and who, possessed of ho adequate eapital

themiselves, suppottéd -their credit by a circulation
of -accamniodation-bills,: dfawn ‘and redrawn -bé:
twixt Edinbsargh and London 3 and that thie general
failure which took place among thesé -adventurers
“in the year 1772, was favourable to the reduction
of the exchangé effécted “in that jeaiw Bt this
very tendency -to. over-trdding may réasonably be
ascribed: to the nfavourable-state of thé excharige
with: Letidon, -as is tinifornily the efféet of an’ un-
favourible exchange undér any circumstanees. -
©That - this unfavourable exchaiige with England
must have given a poweirful stimtilus to our export
trade with “that ‘¢ountry, is a peint that will not
admit of displite. ~But it Is not easy to perceive
that- the system of over-trading could have had any
effect’ in -'deﬁféséjngf';-'th’é;jéz‘c"i’hdﬁgé;' 'On' the con-
traty; by increasing our export fo Eﬂgland, it must
hiave had rather a tendency to ‘améliorate: the ex-
change ; and it is not altogether "improbab’ie, that
the restoration of the exchange, by depriving the
merchant exporters, of one considerable source of
profit, may have iii sohi€ degree contribiited to the
genéral failure which tdok “plice’ among the mer-
chdnts concetried in the trade  betwixt Scotland
and England in the year 1772.. 7
I'have béen. thus full in my detail of the situa-

tion of the Scotch banks from fhie year 1762 10,
the yedt '177¢2, becdtse it bears so strofig an ana- .

logy to the ptesent-situit

on of. the Bank of Eiig-
s aré’ so uch

were the Bank of ‘England obliged td pay in specie,
while the premium on foreign bills continues as

§
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high .as at present, the doing-so could have no other
effect than to -encourage. the same:sort-of traffic in
specie which: took place in Scotland .under the-un-
favourable state of the exchange there; by tempting
people - to demand- ‘coin; + for illicit.; exportation,
which, as it would: have again to. bezbrought back

by the bank, could have no eﬁect whatever i rea' ,

stoung the exchange. e

¢ it

Such are the examples referred to' by Lord Lait-
derdale in - support of the theory: of: the :Bullion
Committeé, that the depressed state-of. our foreign
- exchanges, and. enhanced -price of ‘gold. and silver

‘their ‘theory, ‘could have: accounted for the depres-
sion"only to.that extent ;. and in.so faras the pre-
mium on foreign:bills.went. beyond thaty they; con-

“¢cluded- it miust-have been. rowing to the: depreciation

of our:currency,=not from: discredity: as. they.were-
obhged to.admit,:bat:from:; JMeEre super abundance 3
that:.is,~frony people « havmg more. of it .
hands than they knew how to .dispose o '
_ If the balance of payments was duung all th1s
time in favour.. of thisi country, .then; according to
their-doctrine,.it followed;: that not enly; theiwhole

of . the . depression, : but - from ~B5.te 1 0percents
mare must;have:been. owmg to:: the! deprecxatxon of

bullion, -are not -the effect " of -an. unfavourable ba- our currencys: . Thus, - the. utmost possible amount
lance of. payments, ‘but of the deprecxatmn of our of the: ﬂuctuatxon, from:. merely: mereantile: causes,
paper currency, in consequence of its.excess. And : ~ runs from 6.3to-: u, OL O an average;: 9. per
I may be allowed to observe, that he has paid a ' eent. o i iy T Lelis pRLRAT
_ very poor. compliment. to. thefundexstandmgs of:his - “Now, lf any of:: the SUPPOItCIS of sthe: Bulhon.
-countrymen to imagine, for:one. moment, that they Commlttee will: take: the paing: to calculate;: they
will-find, that during the very time: whenvhis:Lord-

" gver could:-be” convinced by unauthonsed conclu- !
sions, deduced ; from. facts not:merely: not - support: | ship,was engaged.in preparing: his pamphlet forithe
o | press; -and; since it:-was. published;: . the. eXChange

ing,:but absolutely hostlle to: the arguments d1 awn
: TR Y - with Hamburgh has risen about 16 :per cent.

ﬁom them. e

in favour of 'this country,. taking the par of the
exchange at 34.3% Flemish shillings: to the pound
sterling,. or from 94, Flemish - shlllmgs to‘ the
pound- sterling, which it stood:at in August ‘and
Septembel ‘last, to *29.4, Wwhich it stands “at-now
(Apuili 1812),—a fact which: i is completely-decisive
of  the "question at issue.:Fory létit even be sup-
posed that the real exchange was” unfavoulable till |
withinithese tliree months, though' it :may’ be ob= i
- ser: ve“d .that-the advocates of - the: Bulhon Commit-: ;
tee never would: admlt that it'was $0," and that it is. i
..novsf“tumedv‘_em olir - favour, this mlght dceount it
Aot about.9«per cent. ‘of “the difference which-has - it
actuallyc takcn place;a=but; how isthe rremaining | '

e s e

s : Tied is admltted byg.all 3W1‘1t€1‘8 on ,the subj 5
thxs is merely a ‘pragtical question, the:solution. of
which depends notiso:muchon theory as.onmatter
of fact; and:1 shall now proceed.to_shew; thaty by
thlS -unerring test; the quest_lon may be consmleled
as completely resolved,:.

- According:to.the, doctrme ,of the Bulhon Com-
mittee, the exchange .cannot,, from causes purely

_mercantile,;, vary - more ;than.. from . 3. to.. 6: per
cent. above or below- par,; Nows; supposmg sthe
real balance of. payments to have been 'against. this-
.country for. the three last years;: thls, .accor dlng to

.
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7 per cent. to be accounted forP Not surel by
any reduction of our papen ‘circulation 5 for it wlll,
not- be’ pretended that ‘any such. reducuon has
taken place.

intreased: And-if this: ‘improvemert- of ‘the ex:

\ change: has not ‘been” the consequence of a reduc:

tion' of * our c1rculatlon, +thé: concliisioint Hnevitably
follows, that the rising and falling of -the exchange
is not dependent on tl%e extént of our domestic eu-
culation, but.on other causes ; and these, unquies+

tionably; of d'nature pirely mercantile and pohtlcal 5

and nowise the eﬁ"ect of-an-excess of cmrency

- Let those who insist:-tHat it is oWwing to dn exs
cess of- currency, pomt out. the Way in Whlch such
- For my own party’ -Inever.

excess could take place: -
could discover the ‘possibility -of it -any more than

that of a vessel being madé to hold more of a liuid.

after it has been filled: to the brim. Neither can T

discover-how-the: 1utroductxon ofa ‘paper curr ency

ever .could- have- any efféct in-raising the pnces of

' eommodmes, othérwise- than: mdnectly by’ encou-
taging industry, -and:-increasing: the- demand . for.

thein. - Directly they can-Have none ;- for‘no. mar
will get bapk-notes but onithe'secutity: of prope1 tys

which he could have ex¢hanged for other - commos= .
ditiesy by medns-of private bllls, w1thout the'inter=,

Ventlon of & single batikenoter i

- ButthoughT have supposed f01 thé sake of argu-r

ment, that the réal exchange: may now be 4% ev
g ay PE

cent. in favour of ‘this country;: yet it is’ capable of -

complete demonsirationythat this’ cannot’ ‘possibly be
the case-; ‘but, on the conttary, 1hat the existing del
pression, so--far-a§ it ¢ontinues, is. entirely owmg
to a-real unfavourable Balance's: for if-the -balince

wete really favourdble; ‘dn. mﬂux of! gold would b
théneeessary consequence ,(\ﬂvhereﬁs it'is well Known:.

to have still a tendency 16 Teave this country.

On-the ¢ontrary; - it has rather beefi

s

23

- It must be .almost . superﬂuous o offer to pxove

that gold or sxlver, -even under the P esent. cir¢ums-

stances "af; the country; pever  can: be exported

wzth proﬁt ,in /the; face. of 2. favourable real ex-

change,-at i whatever depression, the computed ex-
change may. be: #The following data,-howeyer, may
be stated; for.shi wing Wlth what advantage thxs can
be done.:. -

~The pnce “of standard sxlver is at p1 eseni Gs. ‘—d

,the ounce, :whereas the mint price is- only 5s. 2d.
To ' purchase it therefore; thh bank notes, . the €x-
- porter must give ‘a premium of  111d. per ‘ounce,

or. 1.8% per ‘cent. When,,thls 1s done, he has still

“to -exportit;to the ‘Continent ; and - let -the risk

and JEXPENce. of’ thls be only. stated ‘at 4% per cent.
this will. make 1he ‘total, -§Xpence, when the. silver
is' landed -in; the Contm tal port -——say at, Ham—
Durgh 93 per centy.: -
. But in; place.of pu1chasmg and exportmg gold
ot silver; bulhon at this,expence, 'the exporter: has
only t0’go. to the Lxehzmge of London, and. there,
for payment of L.114 in the same bank paper, heé
will receive a bill on Hamburgh for the very same

guantity . of Sllver, of equal fineness;, deliverable to-

his order at Hambyr gh,, at.two’ months. from the
date of the;transaction,” ftee of all’ expence. ~And

is it possible to:conceive: that "any nian’ would‘
hesitate. f_or a moment Whlch of these methods to"

p1efer‘ RS
“In- hl\e manner it; mxght be shewn, that the
fmezgn merchant will always prefer sending pay-

ment of his debt to this countryin- bulhon, 80 long '
as.the. higl puce of bullion bele makes it his in- -

terest to do-sost -
Tt is -evident from thxs, that w1th a favoumble
1'eal exc‘lange, an unfavom able: computed exchang«u

will nowise dzscourwge the nnpoxtauon of s specic.

\
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Jin‘the timé of King William.

has yet falleni very little. " -

54
FOr;_ so long as the debts due by the Continent in

this country, can be discharged ‘in Bank of England
notes, and ‘that’ bullion bears a premium against

- these mnotes, it is clear ‘that bullion - may be " traris-

mitted  with'-advantdge’; and it is equally indisput-
able that,bythecompetlt 1 of these reémittané
the pi“éifﬁiiﬁi‘bﬁ'ibtﬂlidh 'mustspeedxfyfall, 1€ ,
computed as well. as t,h/e? real exchange: become

1

favourable to this_counfry.'

" The "case would be, véry differént if -the -debts

~were payable ina debised metallic ‘carrency; in

place of ‘bank paper of ‘uidoubted credit. In the
formier, case, the computed exchange “would corn-
tinue invariably agamnst'this"country, untitthe coin
should be reformed, according to what hdppened

am,  Biit, cver then, the
low ‘computed exchange did not prevent the influx
of gold. On the contrary, it 'was ‘stafed, by the
writers of ' that period, 'that ‘the price; of foreign
gold’ had. risen in proportion to the’advance on

guineas; ““‘whereby much’gold was, run, i
ST IR

"\“- usf-fro'x‘n‘beybf;dfs'{aaw; JyE s AT
‘the price 'of bullien must.

It is evident ‘that thi of bull
necessarily adjust itself to, and be regilated by,
the premium  on the bills of exchange, = Ac.
cordingly, even mow’ that the ‘exchange is gra-
dually improving,-the pricé of bullion 15 progres-
sively falling'; but as’the fall of the ‘latter is ‘the
conséquence of the rise- of the former, 'it is

~ not t6 Be expected” to keep'pace-with, ‘but only to

L ,.

“Thus if will bé feund; thit while “the

~exchange has risen about 16 per cent. within the
last ‘three months, the price of gold has fallen from

L.4. 18s. to L.4. 14s, the ounce, being equal only

to about 5 per cént. on the mint price’; and silver

Piyip o RS R TS -z
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. It.is beyond all doubt, however, that as the ex-
change shall continue to-rise, the price of bullion,
will continue tofall; and on the former reaching

its usual:par, the latter will fall to its former price
of L.4 the ounce for.gold,. and 5s. 2d. for silver. .
" With regard to: the real ‘causes of - this great im-
provement in ourforeign exchanges, no person who
considers the subject with impartiality, can entertain.
the slightest doubt concerning' themis .= - .~
It is well known that, in the end of -1810, and
beginqi~ng of 1811, a great relaxation. had taken
placein the demand for our ‘manufactures. -Numer-~
ous bankruptcies in_consequence took place, and
many thousands-of weavers. were ‘thrown out of
employment. . - It was after all this had happened,
that the great depression ‘in our foreign  exchanges
took place ;. that the exchange with Ha‘}nburgp, for
example, fell to 24, at. which low rate it continued
all last summer and autumn... - | L

_Itis equally well known, thatin the beginning
of last winter the demand for our. manufactures
began'«gagain to revive. - Every successive account

from our manufacturing districts, for the last four

or five months, has been more and more favourable,

until ’a't;lagt',_-‘i!n' some of the most important branches,
our manufacturers are neatly fully employed: -

. Tf:the fall in the éxchange followed the. stagna-

tion of our manufactures in the first. case, the
improvement of  theé exchange has - with- equal re-
gularity followed their revival in’ the second j and
is it possible, with" these facts before his eyes, fox

any marin to.-doubt of ‘the connexion: betwixt the -
one and the other? After this, will any. person.be.
lieve that the great depression in the exchange was :

owing, mot to-an unfavourable real balance of:pay-
ments, but merely to' an excessive circulation of
bank paper? df it is still %leggid to have been owing
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to this latter' cause,let it be- shiewn that the »paper'

circulation: has been reduced during the time  the
exchange has been improving. This, however, thé

‘supporters of ‘the' Bullion’ Committee will ind a

:diﬂieult-task to pﬁffoi*m, as-there cannot-be 1 doubt
that our’paper circulation; in' place of -being ‘nar-
rowed; is extending, along with our reviving manti-
factuIBS. o IR ‘ " " e MRS
It may still be said,.'thever,',~by'thé ‘supporters

-of the new theory, that the tise ‘even of 16 per

‘,cent»; is not more thar .what may be accounted for
‘by the" difference betwixt an' unfavourable ‘and’a
favourable real: ‘exchange ; ‘and: that the: real ex-

~ change which, during all last year; wasunfavour-

able, is now completely otherwise. But we are:not
surely obliged to take théir bare words as: proof-of
this - fact. - Let the: turning-of “the'real - balatice:of
payments be -proved by its ‘usual'and unavoidable
.consequences, the  influx of bullion: ©This;: how-
ever, they will find a task -as difficult -as- that of
~proving the reduction of ‘our-circulation.: .- 1%4i s
-~ If; then, these gentlemen failin either establishin
‘that the -improvement in theexchange has: be’e‘g
owing to the- reduction 'of - our -circulation, 'or: to
the turning of-the real balance: of '£paym‘énts3,?eit

follows as a necessary:ico en ’
Jollows as a necessary ‘consequence,. that ‘it must

be .owing - to causes purely mercantile ; “and if the
recovery of the exchange -has been owing to such
.causes, it maybe fairly ‘concluded, that its previous

~depression must have ‘been owing to' causes of ‘a

similar nature. T L X
That the real exchangé, after all the improve-
ment on -it that has of late: taken place, is- still
against this country, is a point- that admits of the
most - complete proof, by the efflux- of :bullion :

.no one principle in political - economy being: better

estabﬁﬂled than  this, that no bullion can'be ex-

- produce ;:

o7

portedifirom 2 country that is creditor. inthe balance
of payments, to the country that is debtor -in that
balance, s 3l el s e
1f; then, sthe rexchange has been raised 16 per
cents; by the operation; of - causes purely mercantile,

.

and yet:is stilt -unfavourable, to -this:country, it

fqllowgthat,-:under{he-pr,eseﬁt ciretimstances of this
countiy, ‘and of the Continent of Europe; it ds

«capable of . being depressed and: raised by such

causes to an -extent .greater than .16 per cent.
:And if so, theidoctrine of - the:Bullion:Report, by
which its-elevation or ; depression: from  mercantile

_causes arelimited:to.6-per cent. falls to the ground. -
o 1t-ds further properto remark, that Lord Lauder- -

dale, throughout:his. pamphlet, has-affected. to hold

“the -opposers of :the Bullion, Committee .as assert-

ing that-ithe: temporary: and casual; rise which hds

taken.place’ in-the-price of -bullion proceeded from
~general: -and ‘permanent’ -causes. - But- this is- not a

* “just view ofiitheir argument.. ‘The better informed
_ writers on that side of the ‘question ~have con-
-tended: forno such rise in the price of gold, nor

-any othér. permanent; rise ‘than the: trifling. one of

- gs..-15di the .ounce; :which had taken. place. pre-

“widusly:to-. the. year.. 1808, and .which..may have-

-arisen from. a slight, variation in ‘the relative: value
- of gold:and silver.: The:great rise;which. has taken

-place since: the:year:1 808,. they justly consideras.

~only;cof -a temporary -and accidental nature, and
_ascribe:to: the high premium .which bills: on::the

‘ Continent. then began to. bear, owing chiefly, to.the
demand for remittances: to. supply -ourincreasing

“-gxpenditure-in’:.the Peninsula,: and to. pay for:large

‘importations of corny timber, and:other :continental
<but.:which, as already stated;: must nej

~gessarilycicease, i 80 .goon as-the premivm on the

[
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foreign bills 1s- done away, and the par of the ex-
change restored.

I shall only further observe on thxs head that
the ‘usual limitation of the * fluctiiation 6f the ex-
change for or agamst ‘any country," to‘the: -expence’
of the transmissionof bulhon, vatying- from-3 1o
6 per- ‘cent.. apphes only in cases ‘where ‘the trans:
mission of" spec1e is“free, butis ‘tiot applicab " to
cases ‘where it is" sub}ected ‘to restriint. ‘In‘the
Tatter "citcumstances, it'is’ admxtted by all” writers,
on political: economy, that"'the’ depressxo '

reatly ‘exceed ™ its’ ‘ustal” limit "Indeed,,f t
evldently impossible to fix any'limit to’ ‘the- premlum ,
on foreign bills,’ which, under- parttcular exigencies,’
either of a'public:or px‘lvate ‘Hature, may ‘be’ glven;
and-it is difficult “to- conceive such a’ prEmmm to’
exist, without ha;vmg’ the effect of 'ncreasmg the"
demand for, ‘and conséquéntly:f ng for the titne”
the price of gold and’silver bulliory ‘or, to. ‘usemore
correct- language, glvmg ‘tise 10" b témy otary pr 1-'
mmm* oon'these articless i

« In truthy the” subsututlon of bank’ papet;
as that of the Bank of England, in“place of ‘gold oF
silver coins, has a’diréct’ tendency’to’ raise the conix

puted exchange with f01e1gn countnes, 1nstead of '
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depressing’ it.’
“This was the opmlon
obServes, (Book 1V Cha’p’ ‘III) that « the’c

€ puted exchange miay be'in favour of:that! i =

¢¢“which* pays.in  bank ‘money, though the’
¢ ‘change may be'in favour-of " thit’ country whlch
¢ pays in eurrent mioney’ foi' the”same” teason
¢ that the' computed exchange may’ be m’;’favour

¢ of ‘that ‘which" pays:in- bétter: money ‘ot in’ money .

¢ nearer to'its ‘6w standard, thodgh Jthe real ex-’

‘-‘«'%change should be in’ favour ‘of “that: which' 'pdys
¢ in worse.,”” And, again,’ aftera long’ dlgressmn,-ﬁ

JAIR

vdlrect effect. of raising . the .compu ed:
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into which. he says he had been :led in endeavour-. '

ing to ewcplam the reasons’ why the exchange be-

tween the :countries . which. pay:in - what is. calledf
bank money,; -and. those.: which pay: in common:
currency, should gener ally appear, to- be in favour
g hnd against the, latter, he concludes,‘,
. the .reason, of it that ¢.the :for-.

. mer . pay. in a, spec1es of money of thch the.in-.
< trinsic value, is. always. the. isame, and exactly::

in; assrgmng ,as;

¢« agreeable toxthe standard‘ of. tthelr respect e

“ ‘ﬁmints,whereas thedatter is a:species of money, ¢ of.

¢¢_which the intrinsic:value is continually, varymg,
\alrpost valways moret or.. less-:bl the

and\1695 had
exchange .to.: w;thxn 3..per. cent.: of". par,: from- g

depression . of 14 per.cent.; as: notlced in the authos

rities quoted, by, Lord Lauderdale ;- and. I think it
not Jmprobab]e, that the’ unprecedented helght to

which: the exchange, has.' occasjonally. arisen: since

the:bank: restriction, particularly during; the syears:

]797 and 1798, may. have.been.in some .measure.

owing: to‘,the same. cause, s the substltutton of bank»
paper virtually raising the par of the exchang ;

.’And, on, the same principle,; the. anomalous: c1r\-‘
cumstance that gold icould not be mlported 1796,
andbeginning :of;1797 ,,with .an. apparently favour:.

able exchange of 84, and . 35, by( which the: mer-

chants and: banker were at the time so. much puz-, -

zled, may, perhaps be accounted for.. ., -
But .while. the; substltutx,on of bank papel has the

mist;be admitted that the =e*{tensxon' of bank credits
may, lead, to temporary difficulties; through thefa-
cxlltles thel reby.afforded to, rash and hazardous spes

‘:,the eﬂ'ect of ralsmg the 'computed;'

exchange, it

wtd
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ﬁ banL Testriction;’ the real exchang

. value'to the European-goods.required for -our  na-.
tional 'supply; ‘even . though' our!home. productxon

'tenance of .this enhanced .price of. corny-and-conse:
v ,quently of labour, does.not, neceobarxly pfoduce ial
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 eulation'; and’ may ‘possibly. also. haye ah indirect-
 effect in depressing the real . exchange, by.increas-
ing ‘the consumption of, and- .consequently-the de-.
mand for, forelgn p1 oduce, though this is not:;qulte_

clear. DEIERRS -
'With a free commerce, howeVer ,tho
son to expect. that; under the present s s &

wise -than: generally‘ faVOurabIe »to’

produce of our: unrivalled. manufactorles, and the

extensive produce of the East and_West» Indies; of

which" ‘Britain is “now: the emporiu il always.

be equal, if not greatly superior, in . xchangeable-

of corn should fall short of ofir consumptloﬁ, inia
proportion still  greater than" that i'which exists  at
present.In fact in this increase of our consumptiof
of corn, which:has-been: progr ressively’ going -en for
the ldst.50 yearsywe may be consideredsin the hght
of :a nation whose: populauon is;only. following up
its;means. of . subsxstence, seeing. ‘ot colornial.iand
other resources, : while emhangeable for the neces-
saries of life, areas: ,much themeans of. ;subsistence
as an increase: of‘the produ'c__t‘ionsu-of ?.-ourfown;s,oilv
would be;.and the. greatestz ob;ectxon to.nitis-the,
placing us, in some:degree; in:a-state of dependence
on foreign countries for articles essential to.ourex<
istence ;. whils, from the uncertainty of - the supply;
the :price .both of the imported: and:} native produce
and consequentlyfof labour, ufust:.be. kept. much
higher.than, in . thes ordmaryscourse Qf i-thmgs, '
would otherwise b i

L am now quite: sausﬁed however, that the; mamx

o'ithis country;
seeing. our funds for supporting it, consxstmg_.»of the.

L

il of \specie or bulhon ‘but: that " the eflux. or -
‘influx of these'is’ Wholly dependent on ‘the state of.
“th(, real’ exchan,ge, and, subject o the mﬁuence o{"
no othef ‘cause whatever.. ==

To open the bank, before the real exchange is

: fully “restored to: par; wouid as already observéd; be:
just.t to encourage the- same sort .of trade'in trans-

mitting $pecie, and drawmg for, it by bills - of ex=
change, as took'place in Scoﬂand more or ‘1éss, from
the yeat 1761 to the year 17723 and it would force:
the bank of England either: grmtly ta limit its cres,
dits;’ and‘ of course to become so6 much- less useful to.
‘the country, 'or-to subject itself to the sameé kind'of

“expence which ‘the public banks in Scotland “were!

zsub_]ected to, with great lossta ihemselves, but-with«
‘out the least’ advantacre to the pubhc, m the abOVC
mentmned perxod ‘ .

5 shall take my leave of thlS snbject wnh oﬂ(,r--
‘ing a'few brief ‘and’ general remarks: respecting’ the
causes of the high ‘prices of .corn, and the other
necessaties of life, v»inch have taken place in thls
country of late: yeavsi -

* Witheut going back ints an inve shgatlon of the
«causes of the: ptogrebswe increase of our national
consumptxon which is per haps the surest ofall,tests
of an-increasing. national’ wealth, it ‘may be taken;
for granted, that our consumption’ of corn first,
came - fully. to equal our. production about the
year 1760, previous to which  perfed Britain, had:
been an expm ting .couafry in the article. of, corn’s,
and that since that period.our consumptlon has been:

ontmually and regularly on the'i in¢rease, with the
exception of a few years,’ durmg the continuance of
the'American war, soas at last to leave.our pro-
duction. far short - of “our- necessary annual supply3

~ and thisincrease in our consumption has been more
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rapid durmg the course of - the present war than m
any former period. -

. Under these cn'cumstances, there can be no rea-
son to doubt that the true causes of the ‘enhanced
price of corn, and consequenrly of labour, and all
other home ‘made commodities, are, - : "

_ 1st, The existence’ of a real deﬁc1ency m‘ ou1
~home supply of cormy /-
¢ 2dly, The possession of a’ superabundance of co-
lonial and manufactured : produce, “or: of ‘real ‘ex-
changeable wealth; even'to’ the extent of an absolute

commercial. monopoly. e

- 3dly, 'The interruptions that have been thrown

in the way of our ‘exchanging the latter!for the for-
%

/( % mer, partly by ol own' corn laws, ‘but chiefly by
7 the effects of the war,’ and the increased expence'of
Jron. o Prete ”f'&ght and insurance, under ‘the présent system: of

, Q{émgz’, A’ carrying on the trade with neutral states.
}/ /””9” ¢ AThese causes must have operated whether the

Mwﬁd&r bank had been paying in specie or.fiot.

/mc d;d//fwf 7 That the rehevmg of our paper cn‘culauon from
: the restraint of paying in’spetie, may’ “have “given
Z0% /ml? W ‘{’somewhat of more scope to the pxogresswe advance
Paa (o¥n %+ in the price of corn, may be’ admitted ; ‘but ‘that it

/ﬁzm¢aﬁ1 /97‘/09 acted anyW1se as 4a-direct cause of’ that advan('e, or

presented any. obstaclé*to ‘the .reduction of* prices,

A /Zx, m&» when circumstances wete otherwise favourable toit;

- I deny ; and the following Facts titay be appealed to

b ~ asaffording incontiovertible evidence of the contr ary.

- ~1st, Previous'to'the ‘bank restriction, on' ‘the
first occasion of a great'scarcity of corn being felt,
in the year 1795, and the earlier part’ of- ]796 the
advance on the price’of grain’ was as great i in’ pro-

oy portion to the pressure of thescarcity as it ever was

.., - :n at any period after the bank festriction “had ‘been

l
A
;
i
i
!
l
l
L
l
|
l

adopted : the’ price ‘of *: wheat havmg been then. :

occaszonally as h1gh ag 1203. ‘the' quarter. N

2d, The ptice of -eorn was gradually falling at

the time the restnctlon took place ; and so far was
the restriction from having any effect in preventing

the fall, ‘that prices continued progressively to de- -

cling for ‘nearly ; .the *whole of .the two first years
after the restriction was - adopted _until they were
again affected by the unfavourable season in 17 9g.
Lastly, Afer the pressure  of the scarcity. of
1799 and 1800;ceased to be felt;.the prices of grain,
and. of all theother necessaries of life, in spite of the
restrbctlon, gladually fell to their.uswal level in.the
years 180¢ and 1803; and continued so until they
were,onge, more. affected by the deficient harvest of
1804, ; aftgr, which,: they were. eﬁ’ectually prevented,
ﬁom (Ever again. reachmg ther' former: level, by the
alterat;on Whlch then _ took place in our corn

importation laws 3 and they have since been kept up,
box{ «even thenew m\portatlon prices, .

considerably
partly. by the frequent recurrence of deficient crops,
but still more by the .increasing dxfhcultles thrown
in. the. -way; of importation; - the; result: chiefly of the
unprececlented sys 'of Warfaxe adopted by the
ruler of France. . . :
It may . be said.. that, had it not been for the re-
strlctlon, the occasmnal depressxons of. the exchange,
resuln_ng from our mereased impottation, would.
have had;.the. eﬁect, by, producing. @ demand for.
species .-of ., forcmg the. banks torestrict their
paper-, cxrculatxon, and would. thus have Opemted

through the scarcxty of. cn'culatmg medxum, _da a

check on the rise’ of .pricess ic. .
-But so long as we.were possessed of the mean&
of purchaomg .corn- atithe ‘emhanced price, by the

- exchange: of our;; superabundant ‘colonial and ma-

nufactured:, produce,  not-easy:to-conceive that,
the :mere wanti of.a medium: of exchange could have

at all aﬂected then‘.;;rel‘mve leut& ‘I he greaten

B
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part of the wholesalé transactions. are catried on by
means of bills’; and as to -the detailed “circulation,
the probability is, ‘that if the bank- restriction had
1ot been adopted” by the public, othér:means’ of
supplying the-circulation would have been tesorted
'to by the merchants and bankers, foranswering the
same end, neither so safe nor so creditable as those
.. One ‘obvious_effect of the: réstriction ‘act must
have been_ to alleviate- the pressureof” the scarcity
to a greater extent’ than ‘could;have been done
without it, - by admitting of -the exportation ‘of ‘a

TEL e

Jarge proportion of our-specie in exchange for: corn, |

And this may always :be’ looked forward' to -as-a
© tesource under similar’ circurnstances; - while ‘the
present system is ‘continued, - In titnes:of -oderate
plenty, with:a favourable -exchdnge, an accumula-

tion of ‘gold- and: silver- bullion” must necessarily

take place‘in this country, which, on the return of
seasons of dearth, may increase and:vary. our-means
of supplying the national watits; to a.much . gréater
extent than would be practicable’if the;c bligation

to pay in specie were in force. .=

- A fourth:cause of the- enhanced: price of ‘corn,

for the last three “years; has been: the: prefmium-on’
foreign bills of -exchanges:Wwhich: must’ necessatily
have been added- to the- price of -the foréign!'corn;
before it could be.sold with advantage in-this:coun~

try.. So long asiwe must: import; it islclear that
the price of tgﬁé imported corn miust necessarily re~
gulate that of our home produce. This depression-of
the exchange, .therefore, operates as “an: enhance-
ment of the money-price -of- our ‘own-as-well asl of
the foreign: corn.. This; -
only plausible ground for:;

particular and temporary causesy “altogetherincon=
nected with any excess in our paper circulation 3

7

‘while -t subsists; is " the:
] dinferring-d depreciation:
of our currency.. But it ¢an evidently be traced to: -

G kil

this countrys; tand it

85

namely, “the interraption to our export trade, ‘and

- .the: prohibitionis - against ‘the introduction ‘of éur

:goods into the Contnental markets, .~ - 9
- The extent to which this cause has hithierto ope-
rated:in enhancing prices, ¢an’easily be ascertained.

-~ During:-the. great ‘soarcities of ]800 and 1801, -

-the exchange was seldom -above 6 or' 8 per cent.
against this country ; and ‘of course, duting these
years, the price’of ‘com-and subsistence could not
be: ?ffec‘tcd‘ by this ‘cause to any greater extent. In
-the 'years- 1804 “and- 1805, when prices again rose
‘tonan extravagant height, the exchange contined

invariably-favourable to this ‘coutitry;*and so. ¢ould

have contributed in'no degree to the énhanéemert

ofprmeswfnch ‘took “placeinsithese years ;- afid it -
continued in:the same. state #ill the year 1808,

‘Since:that time itvhas: beeti octasionally as low 4s
30, per-cent. ‘and isiat/présent 4t 14 per dent, against
: nd to thiswextent the’ enhancément
of ipricesatypresent: miay be ‘ateributed 1o that cauge,
- But letitlese temporary additions o-thie “prices
ofcomihedcompared with the ‘actiual furease of
prices which has taken place since the year 1794
and:it will"bei found s that’they comipose, “even: at

’ 'Aprese‘int?,g butia verytrifling pateof it, -~ 0

)

4800 andi1801 5 the prices of corn Were oeca-
'sggna%{f'fggg()z- per-eent. ‘above  fli¢ then: importation
prices.-illni 18055657, and 1508,: lefore the éxt

" ébﬁhg-‘év"fell,f they were'on- the “avetage abgit 100
per cent.” above- the “old- ‘impottation’ pricés, and

from 40 t0.50 per cent: above the new importition
prices adopted in November 1804, and dt présent
they.are nearly 420 per cent. ‘abovethe iniportation
prices ‘of 18044 and ‘of this énhancement, - the de-
pression-of “theexchange; ‘of dépi?eéiéiﬁgﬁ Sf out
currencyy as it'may:be called, opetatesionly t6'the
extenthE'f~l'4*P€I‘;5cent2’<l'z-1? v

i)

|
i
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. very slight degree... .
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Tt is clear, therefore, that this cause has operated

_to the enhancement -of :prices: only on particular

exigencies, ‘and even then only in. a comparatively

A fifth cause of: this increase in’ t‘-he%sfnoney,

prices of corn and. other . necessarics, . may perhaps
- be found to a certain extent in the greater-real
“plenty of the precious metals, particularly silver,
_whether arising from improvements in:the mode of
~working the mines, by which silver :may-be raised
at less expence, the more general diffusion. and dis-
-persion -of the Spanish’ treasures, or, finally, the-ces:
‘sation or diminution of the demand-.for silver-in
-China. - AT R sl Loeds
-+ I see no reason to-conclude, however, “that:this
cause, ‘which, if it operated at all,' must have.operat-
‘ed generally over -the commercial world,-has-had
‘much influénce in that ‘enhancement of prices which
‘has taken place in-this country of::late. years; -and
‘which, in my opinion, has been:in a great: measure .
peculiar to this country, and is to be chiefly ascrib-

ed to the three first of thé-causes: before pointed

i

out.

" The effect of this enhancement of prices; "by,ré-.

‘duc‘ing the valug of money, - has been to: operate -as

a.most severe tax on the monied- interest, national

creditors, -and-annnitants; - directly-in favour of'the
landed: and’ agricultural -interests; "and indirectly
in favour of thepublic reyenue 3 theresult of which
has been such as’ nearly to supersede the:necessity.
of laying on .any patticular taxes for several ‘years
past,’ Lol T TN RIE

. The evil, therefore, of our presentsystem, if-it

‘&vere a voluptary system' on our’part, to«'-wih,ich
‘blame could be attached; as it ceftainly is not, con-

sists in the injustice which wehave ‘been. led to .

-commit to the particuldr classes of - sufferers above

N
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alluded to.  Its benefits to the industrious  classes,
and. to -the financial resources of -the country, are
80 obvious that it is unnécessary to. point them out,-
. Tts danger seems to liein this, that as the causes
by-which it has been produced are partly of a tem-

porary. nature, .so a-return of  prices to theii former

level,  or nearly-to that level, ‘may some -day or
other.be reasonably expected.- = The longer, how-
ever, these shall have been continued at the enhanec-
‘ed rate, not only the gredter must be the shock to
our agriculture, and to the public and- private credit
of the country, ‘on a great-and sudden diminution
of the nominal:amount of the gross rent of all the
land, or the principal part of the gross revenue of the

kingdom ;—Dbut-under. ‘the continuance of. the high -
prices,-the wages of:labour,-and -remunerations and

salaries of :all kinds, --will be found. to have- been
raised in nearly the same proportion with the prices
of corn ; -and :thus an: additional expence may be

- entailed on ;the::nation, which it ma’y} not-be an easy

matterito “corrécty after. the return of moderate
prices:shall- have ceased to warrant it. - - - x

These views of our present circumstances Wil-l;
no doubt, be fully:-under:the consideration of his

~ Majesty’s ministers; who, regarding only the general

interest of - the community, will- doubtless: adopt

every measure,in-their power ;that-may have a ten-

dency to ‘counteract - those-causes;--by:- which: the
prices of corn: have of .late years:been -influenced,
by. giving-facility-to-the importation of foreign‘corn

‘on the:one-hand, and diminishing-our internal con-

sumption on the Othe]’; 'fOl’, with l‘egard to" our

" home - production,..the. high -prices..of ' themselves
Operate as an - abundantly: hig ‘

Jan h-' premiumy and- af-
ford sufficient.encouragementito it, . -, i

-+ To conclude; dn.all discussions-of - -this ’k'i'n‘d‘, :{zv;(}
eror. is more.common- than ‘that, of -mistaking- the
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effect for the cause..! In the present casé,“ the: eh-
hanced prices of cor n, by raising the price of labour

;'md all other commodltles, necessarily called " into

action an increased quantity of circulating medium.
This was clearly the order in which ~mattets pro-
ceeded 5 but our modérn economists, some:of whom

are. perhaps too young: to. remember the situation of

the country for a few years beforé,; and at the time:
of the bank resmctxon, have wisely discovered, that

the increased prices of corny and-of! course of othier

home commodities; is hot so much the effect of any
real deficiencies of that necessary article, as of the
excessive quantity of the medium bywhich it is-cir
culated, and by means of which the relative: values
of corn and other commaodities. are compared with
each other. . To this; if it deserved: any answer, it
might be: sufficient to state, that if i it.were true, the
same. cause must” have .operated; equally -on':the
prices of all ‘commodities s of course, the price. of
corn would still have borne the ‘same: proportion:to
the price of colonial and mianpfactured . produce

>wh1ch it did before. - But it:is well:known! that: this

is not the case, the prices of the latter having: re-
mained- stationary, -while that of the. former ‘has

been. more, than doubled. within the last: 15 years, |

excepting in so. far .as immediately affected, in the
case of home manufactures, by: the mcreased prmes
of provisiens and labour. . 33

 Much has been said, by: the EarI of Lauderdale
and others, both in and out of ‘Parliament,- of the

great profits made: by the.: proprxetors of Bank of

England stock since the year:1797.. But:werethe
gentlemen who make these allegauom to congider
the subject with fairness:and impartiality,:they would
find that the rise on the profits of: bank stock; -when:

compared with those on: the profits:of capital:active- .

ly: employed on agucultuxe or:manufactures, :withw

B

in the same perrod wrll be found to fall short of
exthet. :

In: and puor to 1797, the retmn f‘rom bank stock
was 7 per-cent.-on the capital. It is now ' 10 per

~ cent. exclusjve :of: the ‘property-tax- paid; though

the average: dividend from 17¢7to 18 12, including
the incidental’ bommes, will rather fall short of than
exceed that rate. . This-is’ equal to an “incre )
about ohe-half* §ince the: ‘yéar 1788, when'the ‘divi
dend was raised' from 6'to 7 pet’ cent j- “and ‘the ‘fise
on the'stock itself will be found to be in; about the‘
same: pzoporucm. SRR
- Now, if there-is any: one great branch of ourin
ternal mdusl‘ry, in whiéh the profits have ‘ot risen
in'at least as” ‘great a proportion, let it be ‘pointed

out, = E am” not awale that! theré’ is{ one‘in. Which ;

though they may be- depressed at' the* present mo-

meént, the average return$ of profit have not borné's,

greater rise, i proportion to: what they afforded pres
Prop Y pre-

vious to-the: i797, than that wh.ch has taken® phic*e"

on bank stock: . On the rent and-price of land; in par-
ticular, the rise has been infinitely greater. '1 he rent
of land, within the last fifteen. years, at least in Scot-

jand, hao, on an average, been  doubled, or very.

nefuly 80, in every case where the leases are ex-

pired, and “has trebled in- value since’ the year
17887 so. that, while a‘person, who had invested his -

capiial in bank stock, could now sell out with a
profit of about 50 percent. one who had made a
similar investment in land could sell it mth & Pxo—
fit of 100 per cent. or much more. '

‘On what ‘principle of justice.or common sense,
then, can it-be proposed to seize a part of the fair
profits of an- establishment:which has contributed,
perhaps more than any other, to the prosperity, and

even safety, of the country; and to leave-the still
gleater profits on. capital-otherwise employed un-




_ they would be if engaged in afiy oth

40

touched ? How would the landholders. reixsh a pros
position, having for its object to appropriate to the
public service the whole: increase that has taken
_place in their rent-rolls since the year:1797.? ,

It would not be to the purpose to ‘compare the
chvxdends on’ the bank stock with those on the
government securities, or the .returns from money
lent at interest. . The capital invested in either of
these ways have a regular and fixed return of pro-

it guarranteed to . the. holders, which can neither

be increased nor diminished ; whereas. the capital’
employea in banking has no “such guarrantee ; the
proprietors- must take their chance of profit, and be
subject to the risk of loss, in the same manner as
ntlle con-
cern ; and they are surely as much; 48" any other
undertaklng in which their capita] i is put to the ha-
zard of being lost or encroached upon, entitled to
be compensated " for that risk, as well as” for the
time and attention bestowed, through their directors
and managers, in the conduct of the busmess.

 Alex. Saacllie, Printer.




