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' ADVERTISEMENT. =

o THE fol]ovyi'r_l’g‘;pages?al'e.v\-eXtractﬁdi from ,

a manuscript; Treatise on -the Principles of

- Banking, which. the author may at some fu~
‘ture period be encouraged. to- print, if these

| leougkts on the present sta,teiqﬁ our ;Gurrehcy
R shall be honoured with any share of public

notice. He mentions this circumstance at

present, chiefly to account for the extreme
‘brevity with which hé has stated some” fun-

damental propositions in’ the begitining” of
this fragment ;—a'defect which he could not
supply, ‘Without " trespassing’ more' on- the

~ patiénce of his readers than he thought prus

dent in ‘a first publication. As these pro-
A
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positions, however, are all familiar to those
who have turned their attention, in the
slightest degree, to the theory of commerce ;
and as the most important of them have been
lately illustrated fully, not only in the very
able and luminous report of the Bullion
Committee, but in many of the excellent
tracts which . have since appeared, he flatters
himself that he will be readily pardoned for
omitting a recapitulation of pfinciples; Which
may now be regarded as elementary ; more
especially as he trusts that nothing is here as-
sumed, but what has been already establish-

ed by his predecessors, beyond the possibi-

lity of controversy.
. As the author has read- onl y a.few of thé.
most noted publications to which the Bul-

~ lion Report has given rise, he will not_ be

surprised to learn that he has been anticipat-
‘ed by others in some reasonings and. sugges-
tions; which-appeared new to himself when

.

7

- he committed them to writing. In discus~

sions of so difficult a nature, such coinci-
dences ought to afford matter rather of satis-
faction than of mortification, to a writer

who has no other object than the attainment -
of truth. |

Glasgow, 5th April 1812,
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Ix 1he dlscu’s.smus Whlch have taken place
with réspect to the state of‘ our currency, the

fict of its deprecmuon seems to have been
: 1'endered mtrréate and quesuonable, by

Testing its proof too much ‘upoi ‘the presem;

'unfavourdble course of exchange.
‘It is at all’ tlmes dlﬁicult to ascertam,, .

: whether the’ eXIStmg course of excha,nge'

arises’ from the state of the currency, ot

from the balance of payments between the

*exchangmg countries ; and even When
known*to’ be partly the eﬁ'ect of both, 1t 1s

‘impossible o ascertam how much of it
belongs to ihe otié ‘and “how much to the
other.. The dlﬁ’lculty s still, greater .when
“the currencm_ of thetwo. countnes, exchan: g

ing; with-each: other' “hapf "both t“ " be
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depreciated. What is called the course,
may be wholly areal exchange ¥, if the cur-

But all secondary means of' proof inthis

rencies are equally depreuated 1
precidtion is' not” equal it may‘f"be sxmply
the balance  of depreciation :-or it may be
this balance, modified by.a real exchange:
or lastly, it may be a real exchdnge mochﬁ—
~ed by this balance.

The state of the exchange thelefme, I ap-
pl ehend, can never . furnish. a.. convineing
’ pxoof of the deprec1at10n of the currency.
f‘The one will, ‘undoubtedly, affect the .other
very mateually ;- but, before ‘the precise
‘state. of the e\chanoe can be known, that

of the cunency must be asecrtalned and“

‘the amount of 1ts deplecmuon (supposmg a
{depxematlon to ex1st), added to, or.deduct-
“ed from ‘the nomma] course, accordmg as
'that at_ the tlme is. above or below the actual
‘par i—s0,  that the means. of pIOOf necessaml ly
i'remaln defecnve, untll the conclusmn has in
:some othel Way been estabhshed

‘test of Lhe ‘correctiness of any pm tlcnlar"eur-

rency istits” converublhty “av pal 'into - the
umversal 'eurrency, ‘bullion 3 :and” whenever
it is ‘not 'so convertible; it is: depreciated,
‘whatever may bethe apparent state of the
exchanges. cibrstinns and el lon canis
“"What'is understood by depreexauonas the
bringing down the ‘price of an artiele: from
its rated value. - Now; the value of our.cur-

rency, as fixed by laiv, is'a: pound of ‘gold

for forty-four and a-half guineas. The pound
of’ gold; therefore, is the ‘only test of the cor-
rectness of our money«< and when: we find.
“that forty-four and a~half" guineas, whether
of specie or paper, are not exchangeable in-
“to it, the carrency, without any other proof
must be held to be depreciated. - £
“That our ‘currency, for some tlme, has
“Hiot' beéen thus: resolvable, and therefore is
depre(:lated T believe 15 sca,rcely now  dis-
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K R ANRRTITR ' puted*' and that its bemg in this: state is

iy ® By the term real exchange w111 be understood that ¢ course N
: aper and specie, which joint- .k
whlch arises from the balance of payments immediately under OWIHg to the P p I‘ d Pe ’ 1ch join _ f
demand in contra,dxstmcnon to..the nominal exchange produ- ' L B T
‘eed by depreclatlon of the currency. v , ' ’ : - ‘ : s o f
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ly compose it, - haying .ceased 1o : ‘be inter-
fchangeable,;wﬂl not. admit: of question..

. With:.a ; currency., of . -specie, Ot of paper |

convertlble at, pleasure:into. _specie,, o con-
‘tinued:: daﬂ"erence in value between it and the
precmus metals: could occur* A dlﬂ‘erence,

‘howiever, between-our currency-and the pre-

cious metals has contmued for a, 1ength of

Ainé, :and; the: niecessary: inference s is,; that

ithisiis. esconsequence of .something, wrong

‘with; theipart: of it composed .of paper. For,
if the paper. part: of -the currency- truly, re-
: presented the -sam.of specie of -which it is
.meant;to-be the’ substitute, (which it would

uniformly- do.ifit. continued conyertible in~

to.it); the whole: currency;. although consist-
ing partly:of- paper; would, Tetain, the  same
‘value in:bullion. as: 1f it were composed en-

tlrely ofgold SR Arliae T

..The: depre(natlon of the curxendy, lhere~
fore, must be :a consequence:.of the paper
being . disunited in- value. from. the - _specie ;

and whethel thlS e produced by excess of

] suppre the cur‘ren‘cyf to be in a eér're:'ctstandzird state.‘

=,

1_3

_.1s to depnve us: of' our} known standard of B
’ ,value. : ‘

The anomaly exhlbgted m the present
state of our- cu'culauon, and S0 often refex-

-.red to.in. proof of . the ‘paper, not belng de-'. L
, premated tha,t of notes.and. gmneas (,onu- o

Juing to. pass at, equal salue, is easily. to_be
explamed It shews only. that the deprec1- a
.ation,’ Whlch has extended 1tself over the mass
~of paper, has had I:he eﬁ'ect o smk for the
-time, the value of Lhat portxon of Speue sull
.circulating along wn;h it, This has umfm m-
ly. happened.in every. oase of depreelatlon
proceeding.. from. £XCess ;. the ‘value of the
~whole currency bemg sunk in consequence
.of the excess of the whole quantity,the va-
lue of the: specie, formmg a_ part. of thlS
4 quantlty, sinks for the moment with the com-
‘mon mass. - The effect is , the. WIthdmmng

,,,,,,,

the remaining specie from. cwculatlon Jor,

__ithh a difference existing, between the value

of the uncoined .and comed gold, it is im-
possible that the guineas : should not. be con-

;_verted into- bulhon. ~In, the actual slale of
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:Om‘ currency, “it*’canndt; smctly speakmg, ;
. ‘be said; that gumeas now form a'part of our . ’
cuculdtmg medium. A few of them, in-

and consequeiitly at no. tiine an' o”‘]ect of
commercial spcculdtmn, gold and’ silver,
from the mterest of'the holder,. will be pas-

f - deedymay oc‘dsmna,lly bei.seen in ¢ircula~
‘tion, but" all payments, even'those of mode-

rate amiount; are'effected’ by:paper alone.
There'is another’ deprcmatlen of - thie G-
recy Whlch is the ‘effect of an’ unfavourable
“course’ of excha,nge, and' Whlch, where" it
‘exists, will operate’as: an addition: to-that
~arising~ ‘frotn an -excess of the issues.’ To
‘understand © ‘this. ‘more. clearly, -it may ‘be
‘necessary o take ‘a view of the- dlfferenl.
‘manner in‘which this- exchange ‘acts'upon
a currency, when in' the ‘state ‘of “non-
convertibility -in: which- ours at: present is,
and when in a.correct state.:: In-both' cases,
its" operatlon may be traced to 1ts ‘power of
* disturbing ‘the supply of the ‘precious metals
‘.a,ccommodated to: the wants of" the seveml
:-'counmes engaged in- commerce:: i
- "The Whole stock of bulhon isy I conceive,
“much smaller -than is g,enelally ‘sapposed.

‘Tndeed it is difficult. to see in what hands -

‘any large quantity-of itislikely to rest. - For

being little subjeet to fluctuation of value,

sed. as quickly as; posslble tos the hands of
those who.are:to-employ:: them inuse: The
q‘uanu ty-ofithem ‘therefore in a sLate of buﬂ-~
‘Hever will greaily exceed, in-any.coun-
o y, 'the stock-which the inérchants ﬁnd it
their.interest: 10" Hold for . the supply of the

manufdcturels and the mmt. Of course,

the total stock of the- plecmus metals in: the
-world;.-can: be-only the : aggregate. amount

'of these dlfferent stocks, Wu;h the aadmon

ef What .portion:: of:them sat any ume may

’ be 4n transit:to the dealers.:-

- 'When the’ supply of' the plecmus metals
jproves larger. than-those means,of ‘employ-

ament can.: takeoff; - their. -value. everywhere

mecessarily - falls:;* but, in thef}'_same degree,
the - value of the cuuenmes,of the  diffe-
rent countries; falls also; and aigreater quan-
tity of currency: being thus: Tequired to ef-
fect thé same value of payments, all extra
supply of the precious.metals-is, absorbed
bya 1educt10n of value,: maklng room for an

|
|
|
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‘extension of the ‘quantity employed as| cu'-
culalmg medlum“F B

* If am rxcht in tlus view. of the. subJect 1t w1ll follow thnb

‘the effect of papex money in_ economlsmcr the use of the precx-' '

_.ous ‘metals, as media of exchange, goes to economise the walue
only; not the quantzt_y used ;' for aa all, but, ‘that part of them
wlnch is taken off’ by manufaccures, must. be a.bsorbed in- the
'ourrency, the less value of coin that is requu'ed in consequence
of the employment, of notes, by $0° much a greater bulk of the
_precmus metals must that value b\.. represented. S TET A
" In this case, ‘the value of the whole gold and sllver whlch
has’ been ‘set at hberty 11'). conSequence of' the emplnyment of
:paper in the.different. currencxes of” Durope, ‘must have bean
absorbed  again .in a reduced value of ‘the const'tuent parts
‘formmcr those - currenmes 3 equally aﬁ'ectmc in tln ‘ spect in
‘their genexal exchanveahle value, the currencnes ofa. mlxed
'descuptlon, and those in whxch the! precrous metals alone were.
used: And this; operatlncm comunctnon ‘with 1 rather an it~
_crea,sed supply from the mines, will;T think, fully account for
‘the rise in prices. we ‘haveseen e\ery where take place. There
'mwht from the fall in the value of the precxous metals, have
-been some,additional! consumptlon of them ln manufactures, but
not to an a,mount that could” counteract m any sensi ible degree
‘the effect it was calcula,ted to pnoduce (upon the currency,
Thxs substltutxon of papet- genelally in’ the currency, how

-ever, has, ina oreattmeasure, béen: peculiarto this country, and

_the rise of prices wehave seen, has: therefore: been theeffect only
of a part;al appllcatlon of thls measure, * ‘But‘ were the prac«
‘tice t0 become umvexaal and in consequence, th' 'specne every-

_ Avhere to beJreduced :to the amount - necessary toattasd chéck

{Apon, pager, Jand:

) ‘. maintain the umform

ty. .‘and)corrcspom
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Upon the same pr1nc1plc, a dlmlnutlon of
thestock of the] preciousmetals addpted to the
wants of any country,produced by an expor—
tation of them, ‘will taise the bulhon lue
of the currency of that country, and enable
a smaller quannty of it to effectits payments,
so'that a partmay’ be W1thd1dwn to replace,
in’ the home market, _vvhat the exportatmn
1s takmg away. R

= Tnethis way, an’ unfavourable eXChanoe,
Where the: currency is' founded v upon the pre-
cious, metals,ls enabled toact dnectlythrouxrh
it upon prlces, and therce to indiice * an’ edr'
lier e‘Xportanon of commodltles, than, as we
shall af verwl tds see, can’'take place ‘when
thei currency ‘and the preClous metals are
(ll%JOlned R R |

ew s'upphes,' 'v.ould pl oduce a greater chanve upon
prlces, than ‘has been. expeuenced since’ the dlacovery of thie
American, mipes, ~—~What 1 -have; bieen stating in this note; with
legard to, a general vise 1ipon pr ices; it must; be -evident, hasino
connectlon w1th the lo(al rise tha.t has taken place m h1§
country, from thé! smlanon of its par txcular curlency. '
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not convel uble mto speCIe, and endeavom
""';by what means it still operates
upon. prices, although in such Circumstances’
it-does not act throu0‘h tbe medmm of ‘the.

to explal

currency

- When the cun ency‘ 18 1y th;s state, equ",d-;
] y as When it is in“the other,- gold will cons

tinue to-be: expmted as’ long “as  the proﬁL

will pay for its' exporta,tl_onf« And although

the dlmmuuon of “its - quafitity- 'has' not the
effect to wuhdra,w paltﬂof‘ Fthe ¢ currency, and.

theleby alLel the mor}ey prlceé ‘of “Commor -

dities, "yet ‘in: propornon ‘as’ the tstock ‘of
gold in the coumr) is‘lessened, its: OWn Va-

lue- will rise’ relauve]y both ‘to‘the: com:

modities and to the: actual circulating: me»
djum. Consequcn tly, »whﬂe ‘commodities,
rated in cuu‘ency, may appeai to have re-

mained statlonary in ‘their: pnces, they, ‘as

well-as the: cmrency, ‘will havebeen smklng

in actaal price; when rated'in bulhon, the
measure of “the: ‘exchangeable value’ of both
with “the commodities “and’ ctrréncies ‘of |

othér countrfcb, The operatlon of ‘the exs

-
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change to. prod uceitsown cur e,  willbe slower
\V]th a currency in thls state. than in the
other, but ; 1ts ulumate effect Wﬂl be the

same. In the. plembe degree m Whlch theA

supply of gold in - the, countly is. abndo'-

ed, the bu]hon Valuc of conlmodlueb wﬂl_
fall -and an ex pm tatlon of them 0 dxscharge_

1,he balance of debt wﬂl be. encouraged
The eﬁ"ect of an unfaveulable e\chanoe,

lhen, »upon a, purrenc_y in thls stdte, is the

reverse. of, that ploduced by it.upon one re-

solvab]e mto the preciqus.t metala. I nstead of

raising ; 1,ts va]ue, it smks 1L occasmmncr that
other. dep1 emahon, An: comparlson wnh the
currencies, of other. countries; and. Wxth bul-
hon, of, whlch I have a]reddy taken notlce.

‘Thls dcplecmtmn, it-has.. ‘been. scen, arlseS'
from excess in the, cuuency, but ﬁom ex-

cess ongmatmg dlffcrent]y from. that wuh
Whlch .we are. more, generally. acquamted
The opp is producedby the.issues. of the cur-
rency, exceedmg the demands of eircula-
tion ; the other, by a temporal y rise in the

price: ¢ of bulhon, the standald of the woﬂd c

whith, pr oducmg no c01 respondmg dlmmu-
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tion of the amount of ‘the paper currency,
IOWG!S its’ relatlve value. .

~ The questlon, whether the precmus metals
are at’ present in plenty or scarcity in the
dlfferent markets of Europe, is foreign to
my drgulnent ; nor can the state of their
supply, either at home or “abroad, affect
that dep1ec1anon, the eXIStence of | whlch is
undemable. For, allowmg that ‘they do
~exist in a state of scarc1ty, ‘a fact which has
been attempted to ‘be estabhshed by those
'Who deny the deprecidtion, ‘this cotld not
occasion a dlﬂ'erence between ‘théir value
and that “of ‘the, currency ~If the Iatter
were exchanceable mto them, its value must
rise w1th then‘s, and a smaller pOI‘L]OIl of
specie, or of papm conVertlble into specie,
would then serve to 1epresent and transact
the exchanges and paymenta. The cur-
tency could not appear to retain one value;
while the pre(,loue mietals held anothér; nor
eould a pound sterhng be. different from' 2
parts of the bulhon, whlchf“a sta,ndard
| oulnca conlalned 1 ¢annot mdeed “well
conceive a more e}rtlavagant posmon, “than

. t;_:,_ a3

ﬁ,l.

‘that of nominal money of accowit, an abe
stract pound possessmg permanent mde-
pendent value.* : .
Consulermg the fact of the deprecumon,
of the cuirency then to be ‘established. by
the d]ﬁerence between its nomlnal and bul-
hon value, (a, Cucumstance whlch could not
have happened had the paper part “of it
been conveluble mto specie) it is fair. to
conclude, that its non—convel lel]lty has af-
forded lhe mecms of a greater amount of 1t;

: belng kept in c1rculatlon than the exchanges

and payments of the country requu‘e, and

* Had I seen the Earl of Lauderdale’s pamphlct upon thc
deprematxon of the- currency, pubhshcd since these sheets were
written; it might have rendered unnecessary what: I have said
upon. that part of my subject. . His. Lordship has not only
proved, unamwerably in my oplmon, the existence of the de-A ,

.prematlon, but has’ put to rest, I’ hope, the e}\traordmary

idea of abstract money retaining independent value, and con-
sequently measuring the precious, metals, -in. place of being
measured by them. The 1llustratwn of general prlnclples con-~
tained in his ‘work, toorethex w1th the very interesting pa,lalle1
which he has traced between the present staté of our culrency

- and. that whlch arose from similar causes in the reign of King

William III ‘may be _]ustly regal ded as an mvaﬂuable addi-
tion to the scxence of pohncal economy.
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‘that 'the. deprematmn is a. consequence of

this excess. :
- If such be the case, the remedy must be,

- by Wlthdra,wmg the excess, to bring back

the paper to its par value, and, by restor-

~ing its dependence on spec:1e, to prevent its
future depreciation.

But apprehenswns are said to be enter-

taihed, that any measures taken, in the pre-
sent circuinstances of the country, to bring
back the currency to its former state, would
e attended with dangerous consequences ;
‘and therefore it. may be proper, before

considering the best mode of effecting such

In the first place, it has been said, that
reducing the currency to the amount neces-
sary to bring it again to bullion value,

‘would abridge the borrowing fund,. and
- the means of bankmg accommodation.

This apprehension may easily be shewn

- to be groundless ; because, as. only that va—

lue of carrency which is relative to the s ex-

~changes and payments can circulate in a

‘a change, to examine the nature of these .
fears, and endeaV()m to ascertain how: far
“they are well-founded.

‘capital founded upon: it.

23

country, - an _additio_n to ‘the'.numeric,a-gl
amount does not add to its value, nor there-
fore to the value of the a*lftiﬁ(iia.] or paper
The mistake has.
arisen fromﬁonfounding-the currency with

‘banking capital, the issues and transfers. of

which being usually made in currency, an
idea is entertained by many, that the means
of banking accommodation must be limited

to the sum of notes:in cnculatlon

. The currency, whether of speme, or of pa-

per supplying the place of specie, is, under
~our money system, banking capital. - But

it is a part only of this capital whichis em-

A ployed as. circulating medium ;—that part

varyingin its proportion to the whole,accord-
ing as the supply of banking capital at the
time, varies in relauon to the sum of curren-

cy requlred for the uses of circulation.. The

two are in their capacities and natures dif-
ferent, and regulated in their application by
separate and- opposne circumstances. - The
circulating medium being regulated both in

_its amount and employment by the demands.
~of circulation, never can continue in a state
- of scarcity or overabundance. The banking
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capital, on ‘the contrary, depending altoge-
ther on the amount of wealth, 1elat1vely to
the means of ils employment may remam
for a length of lime in either of these states.

In consequence of the interval of - credit
which occurs between the i issue of the cur-

\rency by the banker, and its Teturn’ to him

in 1epd,yment of the loan, an opportumty is
given of sen(ung more of it 1nto ClI‘ClllcltIOIl
than the occasions of the country may' re-
quire. But this term of credit affords, at

“the same time, a latitude for dlverlmg the
extra quantity to other uses; for convert—{ |

ing it, for instance, into bullion, and by that
ineans into the situation of ordinary circu-
lating capltal and the credit belonomg to
each sepdrate issue xesolvmg into a “credit
for an average perlocl upon the whole, this
diverted apphcatlon of the surplus currency
is permanently maintained.

~ Althoughs thelefore, each loan be 1ssued
in circulating medium, there is no corres-
pondence preserved between the aggxegate
amount of capltal upon loan, and the sum

- of it retained in money for the uses of circu-

Iation. ~Nor 1s it p0351ble that thele should

25
the extent of employment for 'capital\ being
mdeﬁnlte, while the demand for cnculatlng
medium i is limited, not. only by the amount
of exchdnoes and pa,ymcnts to be effected,
but also by the opportunity and degree of
knowledge possessed of the means of econo-
mising its use. ‘ ‘

There have been dttempts to estimate the
proporuon Whlch the circulating medlum of

a country ought to bear to the value of its
exchanges and payments But no such
estlmale can be satlsfactorlly made, B the
plopomon between the two necessanly
varying with circumstances.  We may
fonn some idea of the. extent of tl’llS varia-
tion in. drfferenL snuatlons, by comparing
tht takes place in the ordinary payments
in' the couniry, whele each payment Te-
qunes a cou’espondmg amount of cncula,t-

~ ing medium, jv1th Lhose m London, Whlch

the bankers there conmve to effect, Wlth a
sum, not exceedmg, in some 1nstances, the
twenty-elghth part of 1,he ‘amount trans-
ferred* | Although the currency of a coun-

# See. ev1dence given by Mx Wll‘ham Thomas before the
Bullion Commxttee :
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try, therefore, must always be relative in its

amount to the exchanges-and _payments, it
is clear that the proportion requisite to ef-

-~ fect these, will be greater or smaller, accord-

ing to the knowledge of the means of sparing
its use, and the opportunities of ‘employing.
them. AR

I _hasi beeﬁ stated by very. eminent au-
‘thorities in political economy, and assented
‘to in the Report of the Committee, that the

proportion hetween the currency of a coun-
try and its payments, varies with- the state
of general confidence; and that, from an

“increased rapidity of circulation taking
place wheén confidence is high, the same
“amount of circulating medium performs an

additional number of operations. But it

“may well be doubled, with ,(‘)_ur extensive

provision of banking establishments, and

the means which these afford of disposing

of our _spare.currency,_whether this be really
the case. R
What we understand by circulation of
the currency; is the transfer of it from:one
‘person to anolher, in loan, in the purchase
of commodities, or in the payment of debts.

27

But in none of these transfers is there a

movement of currency, except to effect a

movement of capital : for nothing can give
it motion independent of capital, although
by means of mutual exchanges of debts, the
latter may be transferred without the inter-

‘vention of the circulating medium. - In as
far as the use of currency can, by such ex-
- changes or other means, be economised, 50
‘that a smaller relativé_ quaniityﬁ can be made
to perform the daily payments, the powers
‘of this part are said to be increased, al-
though, in fact, it is only the call for the

larger quantity that has been removed.
 Mr Thornton is of opinion . that the

- quantity of circulating paper, that is, of

paper capablé of circulation, may be great,
and yet the quantity of actual circulation
may be small, orvice versa*.” But the

amount of the currency circulating in: a

country must, at all times, be relative to the
amount of the exchanges. and payments to

‘be performed, and it is only by maintaining

o Inquiry into the nature and effects of the Paper Credit,
&c. page 40. o ' -
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the relative  proportion ‘between' the two,
“that the correctness of the circulating ‘me-
dium; as a measure of value, 18’ to.be_ pre-

served.  For if -we-are ‘to suppose the cur-

rency of the country to ‘be the same:sum,
circulating at-one time slowly; and at ‘ano-
ther time more quickly;, according to-the
state of public -confidence; this sum. could
"not bear the same relation, in these: differ-
ent circumstances, to the exchanges and pay-
ments,; nor its: pal l,b continue to- serve: as a
correct measure of their valte.
~ If I rightly understand What is:meant by
the expressmn, a: slow” cweulatlon of the
currency; it is, ‘that a part of ‘the" existing
supply stands still; inother -words, that the
exchanges and’ payrnents of ‘the: ‘country; at

such-time, are:transacted by a' part-only of
the sum in circulation. “This;: if:it ever ‘can:

take place; must: be of 'very': shmt duration.
For the:part ‘of thé circulating-medium ‘that
thus stood still, béing:superfluous, ‘and <un-
profitable .to whomsoever it mightrest with,

_would: 1mmed1ately, under - another foxm,= '

seek employment as 'ordinary: capital.

Indeed, when. specie is hoarded, or ,wh'en,.’
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in times of difficulty and'distrust, the banker
«considers it necessary to enlarge the portion

of eapltal he retains-in his hands for meet-
ing his’ payments ; ‘the sums so hoarded, or
retained;’ bemg caplta] m money, ‘a  Cor=
1espond1ng amount’ of -currency is ‘with-
drawn from' actual circulation.” It is not
therefore that’ circulation -is ‘retarded, but
that currency is Wlthdrawn, in eonsequence
of which, the part remaining, having an
amount ‘of ‘operations:to perform which for-
merly occupled -the’ whole, rises In ' €x-
changeable valte as much as if that which
is hoarded had ceased to exist. S
By the qu1ckest circulation no more can
be meant, - than that the whole currency is
kept in constant’ ‘activity.- Beyond this, no
acceleration:is: poss1b1e, as *its- movements
must correspond with those of: the -capital
which-it is: employed to - transfer. - It can
move no' qulckel s nor. does*it ever move
slower : forif a: portlon of it were ‘'sufficient

- to effect theé -whole transitions of-capital, a.

state of . the curréncy miust.-be ‘supposed

~ which cannot oceur. + It must be conceived

that an:amount. of ‘it continues in circula~

&
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tion, dlﬁ'erent from what ‘the demand re-
quires.

If we, follow the curlency 1n 1ts dally
course of mrculauon, we will not ﬁnd that
the same sum performs a greatel number of
operations at one time than at another It
comes into cir eulauon, general] y from a
bank in 1oans of the banker s capital, or
u_ansfers of the capltal of others held by
him.. He Who receives it exchanges lt for

eommodlues, dlseharges a debt Wlth it, or |

deposils it in his bank-account But in
whatever way it is thus used, or whatever
number of exchanges it may have an oppor-

- tunity of intermediately eﬂ'ectlng,lt in general
~18 retulned into the hands of a bankel on

the very day in Whleh it has been 1ssued I

vspea,k here chleﬂy of. that deserlptlon of

cir cu]a,tmg medium Whlch is applleable to
large payments, _and to which Mr Thorn-
ton s theory more paruculally refers -
There w11], it is, true; be a dlfference 1n
the number of payments, whlch s1m11a1
sums of . money, lssued at the. same ume,
may. effect, owing to. some of. them falhng
info a train of ‘successive payments. But
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this is to be ascribed, neither to accelerated
circulation, nor to any par tleular state of
pubhc confidence. 1ltisa circumstance al-
together acmdenta] and equally likely to.

‘occur at one time as at ‘another. In fact,

from all payments of considerable amount

endmg in mutual transfers between bankers,

there is’ rale]y an opportumty for a sum of
‘money to perform a succession of payments
between the time of its leavmg and tha,t of
1ts 1eturn1ng to a bank. ‘ -

The notes which 1nd1v1duals keep by
them for daﬂy expendlture, ma,y often’ re-
main for a time inactive, Or, on leaving the
hands of the holder, pass through a number
of successive ‘exchanges before reaching a
bank so that, as Mr ‘Thornton has stated
“ one gumea may,” in that case; effect
ten payments in one day, while another_r ef-
fects only one payment in ten days.”. -But
it is not distrust that keeps back the one,
“or confidence that multiplies the opera,uons
of the other. The influence of distrust upon
“this part of the cir culating medium is most

“likely to be, that persons will then keep
~fewer notes in their ‘pockets: For he who
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expenences dlﬁiculty in ploV1d1ng f01 hrs'
larger engagements, will be dlslnchned to
all superﬁuous approprlatlon of funds for
smaller occasions. Upon this’ gxound it

seems probable, that the amount of this de-v

scrlptlon of notes m mrculatlon 1s smaller at
such times than at others.

But although the state of public. conﬁ-
dence does not affect the movement of the

vcn'culatmg medmm dlrectly, there can be

no questlon Wlth 1ega1d to 1ts 1nﬂuence'
upon it 1ndnectly, through the medtum of
caprtal When confidence is hlgh and spe-
culation aﬁoat ‘we know with what rapldlty‘
capltal of every descrlptlon cu‘culates This
necessanly calls forth a correspondmg move-
ment of c1rculat1ng medlum, and augments
lts quantlty

Under evel y V1eW, then, of the nature of :

eurleney ‘and ‘the course of 1ts cueula—
tion, we may conclude, that the same rela~
tive amount of i 1t, supposmg the means of
economlsmg its use o contlnue the same,
will at all trmes eﬁect the same ‘amount’ of
exchanges ‘and payments. If thls be the
case, the difference in the quantity of circu-

—
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lat1on between one tlme and. another, is not

a dlfference of its movement a slowe1 or

qulcker cn culatlon, as has been supposed

of the same amount of curr ency ; but a dlf-
ference in the amount itself, which becomes
smaller or greate1 accordmg to the d1m1—
mshed or 1ncreased 01rculat1on of capl-
tal. : ' ‘
If, then, an 1ncrease 1n ‘the currency be—

yond the usual amount when' there is no
s1mllar increase in exchanges ‘and  pay-
ments, be only o employ a larger sum to’
1epresent ‘what was formerly represented by
a smaller, 1t Wlll follow that an ‘extension of
pape1 currency, falther than the cnculatlon

could have absorbed 1f the notes had been ,

convertible 1nto gold can ‘add nothlng to‘:’
the loans from bankers to merchants. A
greater nominal sum may be lent, but it
will be exchangeable 1nto no’ greater value»

- of commodmes. B

The extra 1ssues, it is true, \come into. cir-
eulatlon at first -as add1t1onal capltal ‘but

- as capltal of a partlculal descrlptlon——ca-

prtal in an altlcle, the demand for which:is
hmrted ancl any surplus quantlty of whlch
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~from its nature,.is-not mai ketable elsewhel €.

The. surplus, in consequence, continues. 1o
press unremittingly. in the market, antil it
reduccs the value of :the whole sum -circu-
lating .to. .that. of the sum that could. have
circulated had the means, of interchange be-
tween it and bullion remained open.:
“Although the first borrowers may be able
to effect payments with this currency at par,
dts :value.begins immediately 1o sink. 'The
-surplus not .being-able to find employment
-as currency, is constantly returned into the
hands of- the different bankers.... But they,
‘being dheady furnished . with the supply of

notes wanted for their transactions, pushout
.the extra notes again in loans to their, cus-
.tomers. . In consequence. of . these extra is-

‘sues representing, for. the: moment, exira ca-
pital, there:.is a temporary facility .of bor-

.rowing ;. but-the consequent reduction .of
“the value of the currency.does:not, as has
“been stated by some .writers, proceed from
“this capital being thrown into the market,

- the . effect. .of which- co_uld onl y be to sink
. for ‘the time .the rate of interest, but from its
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unceasmg return as cur rency 1o be plebsed

_a(ralnst commodities.

- After each return, it comes to represent a

smaller value than it did before, that is; a
larger sum of it is required, in exchange for
the same amount of commodities : ‘and this

reduction proceeds by a succession of these

‘operations, until the whole sum in circula~
tion has ceased to represent extra value. The
‘depreciation’ remaining concealed through
‘the whole of "these: transactions, -from: the
‘circumstance of: the currency being. consi-
.dered ds the measure of value; the articles
"agamst which'it is ex(,hanged are cnncelved |
‘to rise’in: puce. - : ‘

- Tt is clear, then, that no permanent ad—

'dmon to the borrowing fund can be-obtain-

ed from excess of the currency ; of conse-
‘quence; no diminution of it can take. place

‘from:a reduction of the numerical amount
-of the cutrency, when in excess, to the sum
‘ correspondmg to its actual value. .

A currency in excess, far from furnishing

“extra capital to be lent out,’ lessens in - the
*degree of its excess -the value of all that | is 50
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employed, and therefme the amount of real
accommodation afforded to the. pubhc. For

'dlthouOh the stock of the, banlgel and sums
_deposrted w1th hlm, and mdeed all lent cae

pital, will,, af'ter the ,EXCES,. contlnue, upon
the books of the pames, in, numer 1cal a-
mount tht they were before they become

dlluted if I may $0. expresa myself by _

the excess. Bemg transfel_able from, and

‘ _to, the. lendele, by means of the curlency,
“and in.these transfers bemg measured only
by it, the exchangeable value of any sum of

those capitals, compaled vut”h capltal in
other commodltles, must as the currency
falls in value, fall W1tl1 1t.. The pubhc, there—
fore, in place of lo "ng, would gain, accom-
modauon by rest "ng the currency to its
former correct state, and the banker Would

'proﬁt no less by the change. " The. 1nterest

upon Lhe papel to be lent by hlm, 1n tlus
the greater numerlcal sum of 1nterest demv-
ed from the loans made by him in the other;
while: the whole of his real - capltal before

'cleple(;rated,_, would be restored to its origi-
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nal: Value #; The Bank of England alone-

ini ‘this 'espect expenences no change of c1r~ :

¢umstances from the currency going’ into"a

state! of excess, of"returnmg ﬁ'om that to

allcerreet state; and! thls from its’ revenue

?belng it all tlmes converublé at the market ’

nuinber ‘of’ years” purchase of the day, its
-capltal expandmg and contractmg ml cor-
_ ‘respondence w1th t,e”eipa sion’ and con~
ACEi nconie derived froim it, maln-

tains a umf’ornnty in’ actual value Whlch no-

Jiiid

o_Lher bankmg oapltal can‘do. :

The ‘ohly other" ob3ect1on tolrestfoung the
'eurrency 1mmed1atel y to” 1ts natural state,
{Wlnch séenis of miuch consequence,ls thedan~
: ger apprehended ﬁom the demand for gold
in case our for elgn expe 1d1
tiiue as gxeat as’ 'present' and tlhie exclus
sion of otr commerce’ “from the Conunent
'Should sull deprlve us of the means of dlS-

per,
and income, in the mterest upon hls excessxve c;rculatlon, o

C

‘tule eho ld'con- .
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.+ Butithe demand- for. gold dusmg-
these cncumstances, will net, be less:in 5tha
one, btate of the.curreney;; than-in the other.
In- elthel case,:the; supply can be had:only
in. exchange -for: commodities; *gand -as: the
-actual; value .of these:; _commadities., in;; ex-
change must ; fall as ;the: .demand for. gold

proceeds, no- addmonal means;; Or. even: fa-
cilities -for procuring: gold-are: obtalned _ y A

keepmg the ‘currency: - 10 1Ls\present state.

- With regard :tothe distress to-be. brought
upon the bankers:by this;demand-for. -gold,
supposmg their: netes ;convertibleinto . spe-
_cie, no: person-.acquainted. ;wnh the nature
_of :circulating. medium, : and. the -principles
which, when left fregly. to operates, uniform-
ly. regu]ate its-supply, can entertain, serious
‘apprehensions:i The worst which could hap-
~pen would:be,:to;
fsen:the quanuty -of. their-papery so as:to
“keep the.currency. rathel .above:, ‘bullion. ya~

-luey and thence. preclude all: temptation to

“convert the fdrmer into the latter ;—in, fact,
~to "induce  them, to. withdraw.: voluntarily
~that ‘amount.of the1r paper;: Whlch a demand

;f‘Qm

obhge the bankers. to les-
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tpon them for spegié: Would otherwxse dmve

‘f‘ﬁ'om the circulation. s s b

“'Were ‘a- currency Who]ly of speme ‘to: be

acted: upon by a demandifor:gold, such as
‘Wé are supposing; it would: speedlly reduce

itself1n’ quantlty‘to IS pr@per proportionto
‘thestock 'of ‘bullion ;:and -1 know: of »no
-priticiple on:which paper! employed toires
present “this? sPe(ue should<be: retained - in

greater- quantlty. ¢ But leavitig: thls outof

‘the question; 1tis «¢lear: I;hat, ifsithe-bankers

“only take careithat the currency: bé notin-
~creased: beyond ‘what: thee: circumstances. of
“theétime- prescrlbe, they can no more be af-
fected-by a demand-for gold than by that
- ~for'any other comimodity. e

"sk_)_metlmes a call upon bankers -for-specie ;
“distrust ‘of* circulating papery: ~the: usual - ef-
“fect of temporary. ‘alarm,»»This :demand

-cannot,’ like ‘the -other, be stopped . bya

“diminution of the currency;-from an: excess
‘which it has.not proceeded;--and: by a

ﬂsudderi diminution’ of . which, ‘the pamc,

“and! conqequently‘ the d1strust, ‘would:: pro-

1y

“Thiere- is “another cause: whlch aproduces‘
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bably be ancreased:»Iheobvious:and ibest:
remedy,.in this case, is.a:general combina= -
tion :to.stop:the progress. of ralarm; and'ires

establish 168t confidence: '+ Declarationis;by:
the; principalinhabitants, ofi their-unabated
trust in: the notes:of: tbembankers, and of.
thein. wﬂlmgness itos Teceive them sim pays:

ments, cannot:fail;if the paper be:deserving:
of such!support, ito restore its:credits s Amy;:
other remed y::than.this inay depreciatesthat
- currencyy.the:value of.svhich it:-proposes «ta:

preserve, -and:can never benecessary:where:
the banking establishment : fruly; résts-upon:

caplfca]v, and has thad: -its; Qpérations directed :
byijudgment: and discretion.:«If the didbility:-
of bankers-to-demands::of t‘h‘iS.‘j"j-l'la.ﬁIl’QyiS'gtﬁi',
be-held: as:a:reason against: restoring: our:
currency o its-hatiiral:staté; sit:must follaw-
thaty;-daring’ allperiods: of «war, itiwill b

- proper:to-protectithem:in:like manners and:
if “such-is the: conditiotivupon which we are
to'-continue sthe - employment:.of .papery;it
woild perhaps be:betterifor the:country to:
relinquishiits-ude entirelyy: andirevert. tbua:

‘currenay:of :spedie.: - -Nothing can-compen; .
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sateto a:commercial nation the-¢vil of hiavs

ing its -exchanges and: payments measured

by a»standard WhICh 18 dally altermg in; b
dlmensmns. Dl ettt P

~our bankers* durmg A momént oﬁs a;lal,m;

could not,: ‘1W1th0ut hazard “tothemselves;:

continde;td pecupy:. withi stheir paper. their

usual: propottion; of (the circulationsi they::
should itherefore have bi¢en ‘enabledto; poss:
sess themselyes: of -the wholel;: and;;instead:

- of issuingmore: guardedly-the ordinary:.cuis

rency: founded:i upon:icapitalyi sthat)-they
should: thenceforth: -have been‘ehpowered to

issiie unlimitedly 'one: founded: uponicredit
-alone.::«1t-seeins: neverwto shave:been consiv

dered; ;thatt bankers: are’ >pr0perly lenders;of
capitaly and that- -althoughiin -this’ countiy.:

they: have: been in;the:practice of :lénding :
also:their; eredit ‘as:‘capitaly: thiscwas done .
with safetyito the:: pub]icis-onlyes"o dong:ias -

‘that credit -was: convertible -into .capital:: at-

the pleasure ;of :theholders. 1 Besidesjithe
credit thus_lentghbemg; enibodied inthe/sign :
of rour measure: ‘ofiivalue, -its sconvertibility -
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'Jntocapltal Wwad no 1ess *‘mdlspensable tof Lhe
preservatlon* Of the quahty of’the SIgn, “than

ticular ‘views i
to enlarge or- cﬂrtm} the *sum of CUrrenCy’m

efther Wrth regard’f‘éo ‘thé bankers s‘effety, or
"the eﬂ'(,ct 16 be produced upon the fund ap-

restormg our: culrency to a bOL’ll’ld
sha b” What 1

eduémg thé amount\of
- cifdlating paperyits’ value wotld b’ reused

We knOW that by""

*ill’)terests" ‘nffé.y dead them

' mto speme,
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‘/Vere such aﬁreductlon effected as, ,;should

gqun become

equal to_bulhon and 1£ J;he reductxon Were

3

pushed ;farther, the value of - the curfency
Wpl}]ld Tise abovea thal: of bulhon, and have

1o It ds. n; ihls way;,thatswe Ipust e‘
tQiretrace our steps, bemg car eful

’ "};he
Whole alteratlpnuof the cqrrency g o;n ‘the

Wlthdl‘aw pa per
by. Parliament, .u
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in this gradual 'manner, reduce its. circula-

- tion to’ :‘that? :amountiwhich :could not have
been exceeded had. its notes continued. to
be convertible into: specie, -and to which:it

must at once be brought back:whenever:the

restriction is-taken off.. A million.of paper
Wlthdrawn every-three months, ‘could ‘not,
I apprehend be materially feltupon any: of
the transactions’ ‘taking place in that period.
- Ithas already been shewn that the'actual
accomimodation .afforded by banks would
not be diminished: by this reduction. of: the
cuirency.. But'to remove- all feds inthe
mercantile body, upoen this head; thé redic-
tion ‘ might;: as récommended:iti the report
of the Committee; be:made, inithe- first- in-
stance, Wholly ‘upon :the advances 10 1'Go-
.‘ Vernment, ‘to ‘whom it -¢an ‘belof'no ‘im-
portance whether the loan be: tempOrarﬂy
from - the: bank or permanently, as at' last,
it!mustbe, from the public. By thisnieans,
even ‘the numerical amount of funds at pre-
sent: apphcable to, eommer(:lal loans Would
be maintained. oo D =
The Wlthdrawmg of the Bank of - Eng-

!
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land’s surplus pape1 will: necessauly be -fol-
lowed by a. correspondent reduction -of that

circulating in the.country. For the whole
of the' engagemenl,s of . those who. deal with

country banks-being,. by iestablished prac-
tice,. payable in Londen, the currency into
whieh these are resolvable must fix the. value

“of that which:those parties otherwise. employ,

and a-correspondence in value between the

“two being ‘establishied, a relation in quanuty
Jisiarnecessary .consequence. o

Having by these means. resLoned the cur-
tency toits standard quality, and our mea~
sure of -value:to-a.correspondence with. that

-of; other countries,. the next ‘object wﬂlhbe

1o sedure! its uniformity pelmanently, by
ma,kmg -the paper! agaln .convertible into
specie at the -pleasure; of ‘the holder. The

delaying -of- this last step,: untik Lhe other has
~been accomplished, will, have: ithe effect, of

‘removing any difficulty-as to "_ts executlon ;
for the public mind will , then be relieved
from the unnecessary appxehenslqn of dan—
ger, produced at present by sthe. d;lﬁ'erence
_existing -between- the value of . the currency
. D
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and bullion.  Besides, by, this gradual pro-

cedme, a]l Ppremature. dlSCUSSIOn respecting .

the descnpuon of paper proper to be conti-
nued in cir culatlon will be avoided; a dif-
ference of opinion  with regard to which
might retard the attainment of the essential
pomt the lestoung the currency to: its
standard leue, to Whlch 1he adJustment of
this quesuon can only be of secondary con-
Sldel’du()n o : S

I shall now conclude these lemarks, by
brleﬂy 1ecap1tulatmg What 1in. the plecedmg
pages, 1 have dttempted o establish. -

1st, That the carrency. of, this country 18
depremated not being exchangeable at. par
mto bulhon, the foundauon and, common
sta,ndald of all currenc1es NPARE

Qd That thrs has proceeded from the pd—
pe1 part of the currency belng disconnected

from that composed of specie; for.-had-they

conunued mtelchangeab]e, neither could
have fdllen ﬁom the value of bulhon, into

Whlch, ln ,L‘they mlght have.. been
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excess of the paper; its: non-convertlblhty :

into specie admitting ‘of 4 greater qufmtlty
being continued in circulation, than the’ ex—

changes cmd payments of the country re-

quire:

- Ath, That the effect has’ been to glve us a
~ measure of value,’ and mediim of payment,

daily- altering in its dlmenswn, the greatest

~ evil to which a commercial country can be

subJected ‘and that there is no rneans of

“removing' this evil, “bui’ by Wlthdrctwmg the

excess; ‘or of plevenung its after recurrence,
but by restoring’ bank niotes” to thelr former
state of" convertlblhty into specie.

5th, That these important ob]ects may be

effected: without that i 1nconvemency 1o our

merchants, ‘or " hazard " to’ our bﬁkers, ap-
prehended ‘from'the” plesent 'state” of our
commiercial ‘relations ;- because, with 1ega,1d
t1othe first; as excess in' the’ cuuency can
yield 00" Icontinued ‘accession” 10 bankmg

caplta] the wrthdrawmg of that excess can_

commodauon And- w1th regald to the se-
cond, if bankers are'prudent enough to keep
the amount of the currency accommodated

" e kb el T 4 e
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- to the wants ~of- 01rculat10n, no *te‘mptation ;
' to cenvert their: notes nto specie-can; be el-

ther permanent .or ’dangerous.m,. Fiae
6th 'I'hat.a demand:: upon baukers for

| gold proceedmg from panic and general -

distrust, is-arisk which the issuers of paper

currency ought occasianally: to: expect, aand
always. to be prepared to:meet; sthat; agamst [

such a dema,nd fio ,protectmn pre3ud10ml to
the. usefulness .of the  currency: will be Want-'-_

ed, if iour bankmg:esLabhshments truly rest

upon-capital, -and are conducted Wlth dls-
cretlon. R : ST SR
7th, That- the Chdnge to! be ;effected upon

“4he: value of the: currency miy ‘be accom-

phshed Wlthout being much felt : during “its

- process, by maklng the reduction :of :its

quantity progressive, and extended .over.:a

| 1engthened period ; and thatiall cause of ap-

prehension’ frony the:paper being again ren-
dered conyerttible into specié will be remov-
,ed, by delaying -this ;part of the measure
antil the exchangeable value of the currency
hasnlsen to: that of: bullion. e

S anEA G N THE: END. i s
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