












HISTORY

PRICES,
AND OF

THE STATE OF THE CIRCULATION,

FROM 1839 TO 1847 INCLUSIVE:

WITH

A GENERAL REVIEW OF THE CURRENCY QUESTION,

AND

BEMARKS ON THE OPERATION OF THE ACT

7 & 8 VlCT. C. 32.

BY

THOMAS TOOKE, ESQ. F.R.S,

/- 4

BEING A CONTINUATION OF THE HISTORY OF PRICES

FROM 1793 TO 1839.

LONDON:
PRINTED FOR

LONGMAN, BROWN, GREEN, AND LONGMANS,
PATERNOSTER-ROW.

^1848.



LONDON :

SPOTTISWOODK and SHAW,
New-street- Square.



TO

TREASURER OF THE BANK. OF SCOTLAND,

DRYLAW HOUSE,

NEAR EDINBURGH.

MY DEAR SIR,

As it was during a residence of some weeks

under your hospitable roof, last autumn, that I

began this work, I thus place your name upon its

front, as a grateful acknowledgment, to you and

Mrs. Blair, of the feelings of pleasure with which I

shall always recur to that period. In the forenoon

I was allowed the seclusion of a delightfully situ-

ated study ;
and my evenings were most agreeably

passed in your family circle.

With the warmest wishes for the health and

happiness of yourself and Mrs. Blair, and your

amiable Daughter,

I am,

My dear Sir,

Your obliged and attached friend,

THOS. TOOKE.

A 2





PREFACE.

THE period comprised within the interval since the

close of 1839, to which time my historical sketch

of prices, and of the events connected with them,

had been brought down, until the close of 1847,

has been marked with extraordinary changes,

affecting, in their most material interests, all

classes of the community.
We have experienced great vicissitudes in the

supply of food for the population, from dearth

to abundance, and again from abundance to fa-

mine; succeeded, finally, by the return of com-

parative plenty. We have also witnessed the

transition from distress and despondency, and a

general prostration of the energies of the country,

pervading all branches of industry, in the years

1840, 1841, 1842, and part of 1843, to a state

of extraordinary prosperity, activity, and excite-

ment, which prevailed through the three fol-

lowing years. While the last year of the series

has been mournfully distinguished by a degree of

commercial discredit, and by mercantile and bank-

ing failures, unparalleled, in number and extent,

since 1825. And the variations in the rate of

interest, especially in 1847, have been more fre-
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VI PREFACE.

quent, and more violent, than any of which there

is an example in the history of the commerce of

this country.

During the same interval, great alterations have

been made in the corn laws, in our commercial

tariff, and in our banking system.

The great importance of these changes in the

condition of the country, and of the alterations of

our laws, in so far as these may be considered to

be connected, would seem to call for a historical

record of them, accompanied by such explanations

derived from an extensive and connected view of

facts, as might be calculated to throw light upon
the phenomena by which the period from the

close of 1839 to that of 1847 has been signalised.

As, besides, the whole of this eventful period,

and more especially the latter part of it, has been

pregnant with facts calculated, in a striking

manner, to exemplify and confirm the views which

it was my object, in the "
History of Prices," to

set forth, it forms a fitting occasion for a con-

tinuation of that work.

Accordingly, I had it in contemplation last

spring, when the state of the corn trade, and of

the money market, invested the subject with consi-

derable interest, to undertake the preparation of a

fourth volume. But I recoiled at the idea of the

labour it would entail. As the summer advanced,

however, the motives which had led me to contem-

plate the undertaking acquired additional strength.

Notwithstanding the lull which followed the
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shock of April, I became strongly impressed with

the opinion that there was reason to apprehend
another period of pressure before the end of the

year. It is well known that I entertained and

expressed that apprehension ;
the grounds for it, it

is not necessary now to state.

I mention my forebodings of a second crisis,

chiefly for the purpose of observing that while it

strengthened the motives which urged me to the

task I contemplated-, it added to the difficulty of my
accomplishing it

;
for if my forebodings of commer-

cial discredit, combined with what I considered was

likely to be the operation of the banking act, should

be realised, it was in the highest degree probable

that the new parliament, on its meeting, would

have its attention drawn to the general state of

commercial credit, in connection with the act of

1844. This consideration rendered it important
that whatever I might determine to publish should

be completed by, or soon after, the meeting of

parliament, at the usual time of its assembling ;
be-

cause if the information I had to impart was calcu-

lated to be of any use, it would be more especially

so by being available in the discussions and in-

quiries to which, in the state of things which I

contemplated, the subject would give rise.

But to accomplish such a work, doing any thing

like justice to it, within so limited a time, (for I had

not written a line, or made any other preparation

for it, till near the middle of August,) would hardly

have been within my power at any time, and must,
A 4
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at my time of life, have been out of the question.

I should, therefore, have abandoned the attempt in

despair, had not my friend Mr. Danson, while he

strongly urged me to undertake the task, offered

his assistance towards the performance of it.

Mr. Danson is advantageously known to those

persons, and they are not a small number, who

have had an opportunity of seeing, in the Journal

of the Statistical Society, a valuable paper, drawn

up and read by him before that Society, in

January 1847, on the Accounts of the Bank of

England, under the operation of the Act 7 & 8

Viet. c. 32.

Of his offer I gladly availed myself; and the

assistance which he has afforded in enabling me to

bring out this volume, has been, to me, of ines-

timable value.

He has supplied the whole of the elaborate and

accurate statistical statements and tables in the

work, with the exception of the small number in

the llth section of the third division of it.

Of the first division (namely, that on the seasons

and the corn trade), the description of the character

of the seasons, and their relative productiveness, and

the conjectural opinion of the probable future range
of prices are mine. For the statements of prices

and quantities, and the reasoning upon these, I am
indebted to Mr. Danson. To him, likewise, I owe

the contribution of by far the greater part of the

second division of the book, on the prices of produce
other than corn. Arid he has afforded me the
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further essential service of conducting the whole

of the work through the press.

To my friend, Mr. Newmarch, I have to express

my obligation for important assistance which he

rendered me m the general arrangement of the

third division of the volume; and for his contri-

bution of the statistical tables in section 11. of that

division.

It will be observed, that in the argument on the

act of 1844, there is a large number of extracts,

some of considerable length, from my pamphlet of

1844, and from other publications.

The extracts from my own tract contain facts

or reasonings essential to the argument. If to

avoid the appearance of quoting from a work of

my own, I had stated afresh the same views, I am
not sure that I should have expressed them better

;

and I could ill spare the time for such additional

labour.

And whenever, in the writings of others on the

subject, I have met with passages confirmatory, or

illustrative, of the views which it fell in the way
of my argument to urge, I have not scrupled to

avail myself of them largely. Independently of

the support which my opinions were likely to

derive from such eminent authority, (not to mention

the consequent saving of my own time and labour,)

I considered that my readers would be thankful to

me for the opportunity thus afforded to them of

seeing, in the forcible and eloquent language of

Mr. Fullarton, in the philosophic exposition of Mr.
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Mill, and in the remarkably lucid style of Mr.

Wilson, the arguments which I should be hopeless

of being able to state with the same effect. Such

x tracts impart, moreover, somje variety to the

discussion of a subject which, at beet, is any thing

but attractive.

Just as the press is closing upon this volume a

pamphlet by Colonel Torrens, which came out two

days ago, has been put into my hands. It pur-

ports to be a defence of the act of 1844, against

my objections, and those of Mr. Fullarton and Mr.

Wilson.

I am glad to find that there is little, if any thing,

in it which will not be found to be dealt with, and,

I trust, sufficiently answered, in the following

pages.

If the earlier volumes of the present work be

critically examined, there will be found in them

some remains (chiefly, however, in the phraseology)
of my former attachment to the currency theory,

as it was generally received, before it had been

caricatured by the modern school.

In the correctness of the following sketch by the

hand of Mr. Fullarton, of the progress of my opi-

nions to those which I now entertain, I fully ac-

quiesce, and lest his estimate of the value of my
contributions to an extension of the knowledge of
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this subject, should be ascribed to the bias of

friendship, I think it right to state that the dis-

tinguished author was unknown to me, except by
name and reputation, till after the publication of

his treatise, and that I had not the slightest pre-

vious knowledge of such a work being in prepa-

ration :

" Mr. Tooke himself has been exceedingly slow in following
out his original conclusions on the subject of price to all their

consequences. The germ of his present opinions may be

traced in the facts, which he collected and laid before the public

in the first edition of his great work ; but at the time of that

publication, in 1823, Mr. Tooke's mind appears to have beeA

still strongly imbued with the prevailing notions, that prices

are liable to rise and fall with the increase or diminution of the

amount of Bank notes in circulation, that banks have it in

their power to increase at pleasure the quantity of paper money,
and that the efflux and influx of gold are to be regulated by

regulating the issues of the banks. He adhered to these doc-

trines even after he had refuted them by his discoveries, and

seems to have parted with them at last only by degrees and

with reluctance, under the pressure of his growing convictions.

The progress of those convictions may be traced through their

successive stages in his various publications, and in the evidence

delivered by him before diverse Parliamentary Committees.

His pamphlet on the Currency, published after the crisis of

1825, might, for aught to the contrary that can be gathered
from its doctrines, have almost been the production of Mr. Loyd
or Mr. Norman. It is in his examination before the Commons'

Committee of 1832, that we perceive the first decided indi-

cations of the revolution which was gradually taking place in

his mind, though even then he had not yet brought himself to

discard entirely the old theory of prices, but professed himself

still ready to admit that prices are liable to be influenced by the

amount of the circulating medium. The second and altered

edition of his work on prices, published under a new title in

1838, exhibits in a more elaborate shape the conclusions to which
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his continued observations had led him
; though, even in those

volumes, passages of the original treatise have been retained,

which do not seem altogether in harmony with the new doctrines

which he had espoused. Nor was it till the appearance in 1840

of his 'History of Prices in 1838 and 1839,' that the system
which he had been so long maturing received its full develop-

ment. These slight appearances of wavering, which, rightly

viewed, ought rather to be considered as proofs of the caution

and deliberation with which he formed his judgments, have been

charged against him as inconsistencies, and advantage has been

taken of them to detract from the weight of his authority."

The limits of time within which I have found it

necessary to confine myself, have deterred me from

entering upon some points which are, more or less,

connected with the topics treated of in this volume.

But I am the more reconciled to the necessity

which compels me to abstain from touching upon

these, because they will, doubtless, be among the

objects to which the inquiries of the committees of

the two houses of parliament will be directed, with

the advantage of their being enabled to collect

information which I have not the means of ob-

taining, and without which no judgment, entitled

to much weight, could be formed.

London,
5th February, 1848.
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PART I,

ON THE PRICES OF CORN FROM 1840 TO 1847.

DURING the last few years a striking change has

taken place in the degree of attention given to the

effect of the seasons on the price of provisions. It is

not now the farmer or the corn dealer only, who
watches with painful anxiety the state of the

weather at the several critical periods in the

growth of the different descriptions of produce, and,
from what he thus observes, infers the probable

range of prices, and of his own fortune, in the

ensuing year. Such anxious observation has of

late been scarcely less common in the counting-
house and on the stock-exchange than on the farm
and in the corn market. Every passing cloud, in-

deed, may at those periods be said to have had some
effect on the prices of public securities, and of

shares in railways, and other joint stock companies,
in consequence of the apprehensions entertained of

the unfavourable influence of high prices, and of

large importations of corn, on the rate of interest,
and on banking accommodation.

Any one who may recollect, or will be at the

trouble of referring to, the city articles of the

daily papers in June, July, and August of each year
since 1839, will be sensible of the importance at-

tached, in what is now called the money market, to

the state of the weather. If any material Variation

occured in the price of the Government funds, or of

shares, it was not unfrequently, or I should rather

VOL. nil, B



2 PRICES OF CORN

say it was generally, ascribed to the wet or fair

weather of the day, modified more or less by the

reports ofthe state of the growing crops in the earlier,

and of their appearance in the later, stages of their

growth. Nor is this increased attention given, as

formerly, only for the time.

The effect of the seasons is now constantly

regarded as a primary element in all well con-

sidered speculations touching the condition, past
or present, of the numerous and various in-

terests affected, directly or indirectly, by the

prices of agricultural produce. It may even be
doubted whether too much weight is not some-
times attached to this particular class of causes, to

the exclusion of others, for the time being, less

obvious, or less frequently adverted to. Be that,

however, as it may, the change alluded to in the

public mind affords me the advantage of not

having to apologize, as I considered it incumbent

upon me in the earlier volumes of this work to do,
for attaching so much importance to the influence

of the seasons. And the corn laws being, as I now
believe, finally settled, I am also dispensed from

discussing, as I had occasion to do when treating
of the corn trade in connection with the seasons

in 1838 and 1839, the merits of that vexata

qua3stio. My task therefore in the portion of my
work which I am now entering upon will be more

simply historical than it was in the previous
volumes.



SEASON OF 1839-40.

SECTION 1. Character of the Season of 1839-40.

Prices and estimated Produce of Wheat.

The history of the prices of corn in connection

with the seasons and other circumstances affecting

them, was, in the work of which this is a continu-

ation, brought down to the close of 1839.

The season of 1839 had been the second of two,
in immediate succession, in which the harvests,

especially as regarded the crops of wheat, were

very unproductive, and nearly in the same degree.
The deficiency of the two successive crops of

1838 and 1839 entailed the necessity of very large

foreign supplies. The quantity of imported wheat
and flour entered for consumption between the 5th of

August, 1838, and in the same period in 1840, while

the produce of these two harvests may be supposed
to have been in the market, was more than 5,300,000,

quarters.* The average price of wheat had fluctu-

ated in the same interval from 61s. 10e?. to 81s.

6c?., and the duty on wheat imported, from Is. to

20s. 8d..t while the average duty paid on the whole
of the quantity entered for home consumption was
under 3s. Id. per quarter.

Though the deficiency of the crop of 1839 was

supposed to be nearly if not quite as great as that

of the crop of 1838, the foreign supplies to meet

* The precise quantities entered, with their distribution over
the period in question, were, according to the official accounts,
as follows :

Quarters.

Foreign and colonial wheat ,and flour entered

for consumption in the United Kingdom from
the Sth of August, 1838, to the end of that

year ... - 1,827,088
Entered in 1839 - 2,712,555

in 1840 down to the 5th of August - 784,528

5,324,171

B 2
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the deficiency in the year 1839, were much larger
in proportion than in the previous year ;

and this,

combined with a general inferiority of quality in

the home produce, had the effect of causing a de-

cline of the average price of wheat from 81s. 6^.,

which it had reached in the second week of January,
1839, with no important oscillations, to 65s. Qd. in

November following.
The whole of the Autumn, to the very close of

1839, was excessively wet, so as almost wholly to

prevent the sowing of wheat at the usual season.

This extreme wetness continued (with the excep-
tion of two days of slight frost early in January)
to the 17th of February, 1840; with occasional snow,

which, however, did not lie. Thenceforward there

was a succession of dry, cold, easterly winds, and

night frosts (with occasional snow) to the second

week of April. This interval of dry weather was

highly favourable to farming operations, and ad-

mitted of a large breadth being sown with spring
wheat.

In the first week of May, vegetation was more
forward than it had been at that period in any of

the four years preceding ;
and the whole of that

month, and of June, had a fair proportion of sea-

sonable weather.

July was, throughout, cold and wet. This

unfavourable weather, combined with a general

impression that the stocks of old wheat were

low, and that the growing crop (a considerable

proportion of it being spring sown) would not

prove to be a large one, favoured the speculations
for a rise of price. The weekly average conse-

quently advanced to 72s. Wd. in the week ending
the 7th of August, and the duty fell on the 28th to

2s. Sd. per quarter. But the weather in August
proving generally favourable to the ripening and

gathering of the crops, and the wheats being
reported to be better than had been expected, there

was no longer any speculative ground for aritici-
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pating a further advance of prices, and fall of duty.
The whole stock of wheat, therefore, then in bond,

amounting to about 1,500,000 quarters, was entered

for home consumption. This quantity of foreign
corn being suddenly let out just at the time that

supplies of the new crop were coming forward in a

condition for immediate use, caused a somewhat

rapid fall of prices during the remainder of the

year. From 72s. IQd., in August, the price fell to

58*. Wd. in the second week of December following ;

being a fall of 14s. in four months. As, however,
the result of the harvest, on the further progress
of threshing out, gave reason to suppose that there

would not, with the foreign corn admitted, be
more than sufficient to last till the ensuing harvest,
the price thenceforward slowly advanced.

The total quantity of wheat and wheat-flour,

(the latter being stated as wheat at the rate of

392 Ibs. to the quarter) entered for consumption in

the United Kingdom, between the 5th of August,
1839, and the same date in 1840, was 1,762,483

quarters.* This, therefore, may be regarded as

an approximation to the quantity of foreign and
colonial wheat actually taken into consumption with

the produce of the harvest of 1839.

The official average price of wheat for the year
1839 was 70^. Sd. per quarter, and for 1840 it was
66s. 4c/. Neither of these, however, can be re-

ceived as indicating the average price of the year
during which the crop of 1839 was in course of

consumption. The average price of the harvest

year, computed from the averages of the fifty-two
weeks following the first week in August, 1839,
was about 68s. per quarter.f

* See statement in detail in the Appendix.
| Though the actual date of the gathering of the wheat crop

varies considerably between the northern and southern districts

of England, in which the weekly averages above referred to are

taken, and the commencement as well as the close of the harvest

in the United Kingdom is not unfrequently hastened or delayed
B 3
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According to the best estimates, formed at the

time, of the wheat harvest of 1840, the average

yield per acre exceeded that of either of the two

previous harvests by about one third. The breadth

of land sown, however, (the autumn of 1839 having
been extremely unfavourable for farming opera-

tions) was probably much less. The returns of

the corn inspectors show that while the quantity
of wheat sold in the inspected markets in England
and Wales in the twelve months following the

first week in September, 1839, was about 4,000,000
of quarters, the quantity sold in the same period
of 1840-41 was only 3,870,000 quarters; thus

favouring the assumption, founded on the com-
bined estimates of the breadth of land sown and
the average yield, that the crop of 1840 did not,
in fact, materially, if at all, exceed that of 1839.

a week or two by the character of the season, these variations

do not materially affect the computations in the text. The first

week in August is probably a month earlier than the period
at which any considerable quantity of the new crop usually

appears in the market. But the estimated yield of the harvest

operates upon prices for some time previously ; and the

annual fluctuations of the weekly average price, prove that the

first week in August may, for all practical purposes, be taken

as the period when prices cease to be influenced by the old and

begin to be dependent upon the new crop. It should also be
observed that the price stated in the text, as that of the harvest

year, is only offered as an approximation to an accurate average.

(See Appendix.)
The quantity of home-grown corn sold in the inspected

markets in England and Wales, apparently the produce of each

harvest, is computed from the first week in September forward,
because a careful examination of the returns of the corn in-

spectors, in conjunction with contemporaneous reports from the
chief markets, leads to the inference that that is the period at or

about which the new wheat first appears at market.
The quantity of imported wheat entered for consumption is

computed from the fifth of August, because the revenue return
for the month ending the fifth of September, has hitherto com-

monly included the greater part of the entries of the current

year ; and any but a small quantity entered after the fifth of

August must obviously be received as going into consumption
rather with the new than with the old crop.
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SECTION 2 Character of the Season of 1840-41.
Prices and estimated Produce of Wheat.

The weather during the autumn of 1840 pre-
sented nothing remarkable. Upon the whole it

was favourable to farming operations, till the

month of December. The last three weeks of this

month, as well as the first half of January, were
characterised by a much lower temperature than
usual : frost prevailing so severely as totally to im-

pede the navigation of the Thames. In the night
of the 7th and 8th of January the thermometer
was lower than it had been since January, 1838

;

but the latter half of this month was comparatively
mild. The first ten days of February were attended

with frost of some severity, and occasional snow.
Thus far the winter of 1840-41 may be con-

sidered to have been a rigorous one
;
but its rigour

was not marked by such continuousness and

severity of frost, nor did it extend so far into

the spring, as some former ones
;

for after the

second week of February there was very little

of either frost or snow. It cannot, therefore, be
classed among the more memorable instances of

long and severe winters.

The weather in March was variable, but a large

proportion of it was fine
;
and therewas less of strong

easterly wind than usual. Of the spring quarter,
from Lady-day to Midsummer, the prevailing cha-

racter was cold, gloomy and wet, with much wind :

the number of fine days being very small.

From Midsummer to Michaelmas, embracing the

important periods of the blooming, the ripening,
and the gathering of the crops, the weather was
for the most part cold, wet, and ungenial. On
the 15th of July there was a remarkably heavy
fall of rain

;
and on the 8th of August prayers

were put up in the churches for fair weather.
B 4



8 PRICES OF CORN.

After the 14th of August there were somewhat

longer intervals of fair weather
;
but not enough

to redeem the general character of the summer, as

decidedly wet and cold throughout.
The total quantity of imported wheat and flour

entered for consumption in the United Kingdom
between the 1st of August, 1840, and the same date

in 1841 was 1,925,241 quarters.* The foreign

supply taken into consumption with the crop of

1840 may therefore be estimated to have exceeded

that so taken with the crop of 1839 (1,762,483 qrs.)

by nearly 200,000 quarters.
The average price of wheat, in England and

Wales, for the harvest year 1840-41, was 63s. 6d.

per quarter, or 4s. Qd. lower than that of the harvest

year 1839-40.
The backwardness of the season of 1840-41,

and the prevalence of rainy weather in the time of

the flowering of the wheat, and during the progress
of the harvest, favoured the speculation for a rise

of prices and a consequent fall of the duty. Ac-

cordingly the weekly average reached 76s. lc?., and
the aggregate average 73s. %d., early in September,
when, the duty having fallen to is., there were
entered for home consumption in that month

2,178,966 quarters of wheat and flour.

The crop of wheat of 1841, though backward,
and injured by the rains, was of considerable

breadth, and of great bulk on the ground. The

produce was at the time computed to be nearly an

average in quantity, but very inferior in quality.
This inferiority of quality, combined with the large

foreign supply suddenly let in in September, caused
a rapid fall of the weekly average, which got down
to 61s. Qd. in the first week of October: being a

decline of nearly 15s. within six weeks. The

* Of this quantity, the greater part (1,132,000 quarters) was
entered in September, 1840, at an average duty, on the foreign

portion of it, of 3s. lid. per quarter.
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markets rallied a little thenceforward, till the close

of the year, when the average was 62^. Wd.
There is reason to believe that the ultimate

yield of the wheat harvest of. 1841 fell consider-

ably short of the estimates made in the first in-

stance. The official returns show an aggregate
sale in the inspected markets in England and

Wales, in the year following the first week in

September 1841, of only 3,626,000 quarters.* The

supply by importation was very large, upwards of

2,900,000 quarters having been entered for con-

sumption between the 5th of August, 1841, and the

same date in 1842
; fully four-fifths of it being

entered within the last four months of 1841. The

average price of the harvest year (1841-42) having
been, notwithstanding the absorption of this large

foreign supply, and the general inferiority of the

grain, no less than 63s. 4c?., or very nearly as high
as that of the previous year, the inference of a

reduced home supply, in point of quantity, is al-

most irresistible
; particularly as the year 1841-2

was that in which the means of purchase, and con-

sequently the demand, of the majority of the con-

sumers was, probably, from the depressed state of

trade, at its lowest point.
The season of 1841-2 was the last of four in

which the home supply of corn, generally, and of

wheat more especially, was deficient in a greater or

less degree. The prices of meat, also, were at a
somewhat high range, the long prevalence of cold

and wet weather having been injurious to the cattle

and sheep ;
and the whole interval from the summer

of 1838 to that of 1842 must be characterised as

* The number of markets from which returns were obtained
was increased, by the act 5 & 6 Viet. c. 14., from 150 to 290 ;

and the change appears to have affected the returns of the last

nine or ten weeks of the harvest year 1841-2. Had this

change not been made, the quantity stated in the text would

probably have fallen short of 3,500,000 qrs.
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a period of dearth. The dawn of an improved
prospect commenced with the season of 1841-2.

SECTION 3. Character of the Season of 1841-42.
Prices and estimated Produce of Wheat.

After a very rainy autumn, and a prevalence of

wet weather to the close of 1841, which retarded

the sowing"; of wheat, the winter of 1 842 was fa-

vourable to farming operations ;
there being fre-

quent frosts, but not severe, and occasional falls of

snow, but not heavy, or remaining long on the

ground. April was severely cold, with an almost

constant prevalence of strong, dry, easterly winds
;

and the greater part of May was cold, showery, and

windy. And at this period the crops of wheat were

reported to be backward, and thin on the ground,
with an appearance in every way unpromising.

The variations in the price of wheat, and in a

lesser degree in the prices of other descriptions
of grain, were, in the course of this year, greater
than those which had occurred in any of the three

preceding years. The average price of wheat in

the first week of January was 685., from which it

fell gradually to 575. 8d. in April. This decline

might be in some degree attributable to the change
in the corn law, which was announced by Sir

Robert Peel, in his speech on the budget, on the

1st of March. Some relaxation, however, had been

anticipated ;
and the actual announcement of the

proposed alterations in the import duties on corn

did not appear to exercise any considerable influ-

ence on the markets. This comparative absence of

influence from the alteration of the law would lead

to the inference which, indeed, corresponds with
the opinions then prevailing in Mark Lane, that

the stocks of wheat on hand were within a" mode-
rate compass, and barely sufficient to supply the
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consumption till harvest.* The impression to this

effect was strengthened as the spring advanced, by
the cold and ungenial weather in April and May,
which (apart from the reports prevalent of injury
to the crops) was calculated to render the harvest

a late one. A spirit of speculation hence arose

upon the probability of the necessity for a foreign

supply, which supposed such an advance of the

average price as would reduce the duty to its mi-

nimum rate of Is. per quarter. Under the influ-

ence of this spirit of speculation, in which the

farmers seem to have participated so far as to

abstain from supplying the markets freely, prices

rose, so that the weekly average reached 65s. 8d.

on the 16th of July.
In the mean time the speculation had a more

important consequence in the shape of extensive

arrangements with a view to a large importation
of foreign corn.

But the weather becoming suddenly fine and
warm in June, a great and most beneficial change
took place in the appearance of the crops. Indeed
so sudden was the change that I heard at the time,
from persons who were among the best informed in

the corn trade, that the alteration for the better

caused by the bright and hot weather of the first

fortnight of June might pass as something almost

miraculous. Thenceforward the season continued

to be of a favourable character : there being only so

much rain as was calculated to improve rather than

to injure the crops. And favourable as the season

was in the southern division of the island, it was,
if possible, still more so in the northern. In

Scotland it was considered to be the finest and
hottest summer that had been known there since

1826 : and, accordingly, their harvests were re-

markably forward, the reaping of wheat having

* The whole quantity of foreign and colonial wheat in bond
at the end of March, was 174,662 quarters.
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been general, and a good deal carried, in August.
And the whole of the crops were secured in that

and in all other parts of the United Kingdom in

the best possible order. The quality was regarded
as generally good, and the yield satisfactory ;

and
on an average throughout the Kingdom the grain
was housed about a fortnight earlier than usual.

The prices of corn had reached their greatest

height by the end of June
;
but the average price

of wheat regulating the import duty did not ex-

hibit the full extent of the rise till the 28th of

July, when it reached 64s. Id. The duty was then

85. per quarter *, at which rate it continued till

near the middle of August. The subsequent fall

of the weekly average price making it certain that

the duty would immediately rise, and all chance of

a rally of the markets being evidently hopeless,
the whole of the wheat and flour at that time in

bond, and the cargoes recently arrived, but not yet
landed, amounting to about 2,000,000 of quarters,
were entered for home consumption.f

The sudden admission of so large a quantity of

foreign corn, coincidently with the securing of a

full crop, of good quality, of our own growth, and
in such condition that the greater part was fit for

being immediately brought to market, could not
fail to cause a great reduction of price. Accord-

* This was the lowest point reached by the duty in the

summer of 1 842, being the rate fixed by the new tariff when
the six-weeks average price should be 64*. and under 65s.

The price reached 64s. Id. on the 14th of July, and did not fall

below 64s. until the 18th of August. The duty of 8s. thus re-

mained in operation for five weeks.

-f-
The quantity of wheat and flour entered for consumption

between the 5th of August, 1841, and the same period in 1842,
and so, apparently, taken into consumption, with the crop of

1841, had been 2,985,422 quarters ; of which no less than

2, 178,966 quarters were, as has been stated, entered in September,
1841. The entire quantity entered in the month ending the 5th

of September, 1842, was 2,240,233 quarters ; leaving only about

8,900 quarters in bond at the end of the month.
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ingly the averages declined, rapidly and progressively,
till they got down to 46s. 106?. in the week ending
24th December, being a fall of no less than 1 85. Wd.
from the weekly average in July. And the real

fall was greater than appears by these figures ;

for the quality of the wheat of the harvest of 1842
was very superior to that of 1841. If allow-

ance were made for this difference, the fall of price
between July and December would be fully 20s.

The results of the large importations referred to

proved to be most disastrous to the parties con-

cerned. It was computed that the difference

against the importer, between the cost, exclusive of

the duty, and the net proceeds, could not, on the

average, be less than 12s. per quarter: to which

adding 8s. duty makes 20s. per quarter, as the

lowest estimate of the loss sustained on the whole

quantity imported. And as the importers and

speculators for a rise were generally possessed of

but little capital, compared with the credit they
obtained, the failures were numerous, and the loss

fell very heavily, in some part on the shippers

abroad, but chiefly on the corn factors and dealers

in this country.
The yield per acre of the wheat harvest of 1842

was estimated at the time to exceed, by fully one-

fourth, that of either of the two years immediately

preceding ;
and the opinion that the crop was an

unusually large one is amply confirmed by sub-

sequent events. The returns of the corn inspec-
tors for the twelve months following the first week
in September, 1842, exhibit an aggregate quantity
of home-grown wheat brought to market exceeding
5,000,000 of quarters.* The foreign supply entered

for consumption in the year between August, 1842,
and August, 1843, was about 2,405,000 quarters, or

* This quantity cannot be compared with that of any prior
season, as the number of markets actually inspected was in-

creased, about June 1^42, under the corn, law of that year.
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nearly 600,000 quarters less than in the year pre-

ceding. And the average price of the harvest year
1842-3 was only 495. 4d. : that of 1841-2 having
been 685. 4c?.*

SECTION 4. Character of the Season of 1842-43.
Prices and estimated Produce of Wheat.

The weather in the last three months of 1842
was seasonable. In November there was less fog
than usual. The first ten days of December were
attended with more or less of fog; but the whole of

that month was marked by a higher temperature,
and the last three weeks of it by a larger proportion
of fine, bright, and mild days, than usual.

Altogether, the winter was an open one. There
was occasional frost; but it was not severe or

continuous
;
and there were several falls of snow,

but it did not lie. Heavy gales of wind occurred
in January; and on the 12th of that month there

was a violent storm. February was very rough
and raw, with alternations of frost and thaw, rain

and snow.

The first fortnight of March was cold and dry.
The rest of that month, and the whole of April,
was variable

;
but generally seasonable.

The six or seven weeks extending from the begin-

ning of May to the middle of June were marked by
an unusual prevalence of wet, and by a tempera-
ture low for the season. The rest of June was fair,

with the exception of one or two cold days. In

*
Nor, in making this comparison, should it be forgotten

that the crop of 1842 was brought somewhat earlier into con-

sumption than usual ; and, that that of the succeeding year

being gathered late, the former must have supplied the current

demand during somewhat more than a year ; and, further, that

from the spring of 1843 forward, the revival of trade, by in-

creasing the means of the consumers, doubtless tended to increase

the quantity consumefl.
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July the weather was variable, with a good deal of

rain, but not continuously ;
some days were of sum-

mer heat, and others, especially the 23rd, unusually
cold.

The weather continued thus till the end of the

first week in August. Apprehensions having been

generally entertained of consequent damage to the

harvest, the weekly average price had then risen pro-

gressively for some weeks; and on the 12th of

August it reached 61s. 2c?., and the duty fell, by
the end of the month, to 14s. per quarter.

After the 6th of August, however, there was a

general prevalence of fair summer weather. The

only exceptions were thunderstorms on the 9th

and the 16th, and three days of rain from the

21st to the 23rd of that month. From the

26th of August to the 25th of September, one

entire month, the weather was extremely and

uniformly fine, bright, and hot. -Consequently,

though the harvest was, in most places, ten days or

a fortnight later than usual, the crops of corn were

secured, even to the extreme north of the island, in

the best possible condition.

The price of wheat declined about 10s. per

quarter in the month following the middle of

August ;
and all the wheat and flour then in bond

(about 750,000 quarters) was entered for consump-
tion, during the last days of August and the first

of September, at an average duty of about 14s.

per quarter. Thenceforward prices varied but

slightly to the close of the year.
What has been said of the weather during the

growth of the corn crops of 1843 sufficiently ac-

counts for the description generally given of them
when gathered. In the southern districts of Eng-
land, which were most severely affected by the un-

favourable weather prevalent up to the beginning
of August, the yield was generally defective. In
the northern counties, and in Scotland, where the
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fine weather of August and September came in

time to exercise considerable influence on the last

stages of growth, and the ripening; and also in

Ireland, where the nature of the soil rendered the

rains and low temperature of the earlier part of the

year less detrimental than they were on the heavier

lands of our southern counties, the crops were

reported to be larger and of better quality.
The yield of the wheat harvest of 1843, both per

acre and in the aggregate, was supposed, at the

time, to be nearly the same as that of 1842. Nor is

this estimate materially inconsistent with the in-

ference to be drawn from a combined view of the

quantities sold in the inspected markets, the amount
of the foreign supply, and the range of prices, in

the following year. The returns of the corn in-

spectors show a total quantity brought to market,
in the fifty-two weeks following the first week in

September 1843, of 5,213,000 quarters, against

5,078,000 quarters in the preceding year. The

quantity of foreign and colonial wheat and flour

entered for consumption between the 5th of August
1843 and the same date in 1844 was only 1,606,000

quarters, or about two thirds of the quantity en-

tered in the year before. The average price of

the harvest year 1843-4 was 53s. 9c?., or 4s. 5d.

higher than in 1842-3. Thus, if some allowance

be made for the effect on price of an increased rate

of consumption (in connection with the increased

prevalence of profitable employment) in 1843-4,
the equality of the home supply in the two years

appears to be tolerably well proved.

SECTION 5. Character of the Season of 1843-44.

Prices and estimated Produce of Wheat.

From the last week of September 1843 forward,

the weather was seasonably autumnal. In De-



SEASON OF 1842-43. 17

cember it was unusually mild, resembling on some

days the fine weather proper to October : there was
but little wind, and the barometer was mostly high.
This mildness continued through the greater part
of January ; being only occasionally interrupted by
frost, and by slight falls of snow.

In February the cold increased considerably ;
and

there was a good deal of frost and snow, with rain

and wind; a severe gale occurring on the 23rd.

The weather in March was variable, but not

unseasonable
;
and in April was generally fine,

excepting the prevalence of cold easterly winds

during the last fortnight. These winds continued

almost without intermission till the 4th of June,
when the wind shifted to the west. Excepting
occasional showers, however, there was but little

rain before the 25th of June, when it fell heavily ;

and during June, though the temperature was va-

riable, there were several warm, and a few hot

days.
Much rain fell in the first week of July ;

but
afterwards the weather was variable, with several

fine days, and a good deal of rain, but not so

heavy or continuous as to be injurious to the

crops.
The first fortnight of August was windy and

wet. Afterwards the weather improved ;
but the

temperature still continued low for the season.

The first week of September was fine
;
but there

was rain on the 8th and 9th, and again on the

15th, 16th, and 18th. The rest of the month was
fair. Upon the whole, the two months of August
and September, excepting about a week at the

beginning of the former, were favourable for gather-

ing and securing the crops of corn throughout the

country.
The wheat crop of 1844 was computed to be in

bulk and yield the largest of all since the harvest

of 1834
;
and the state of the markets during the

VOL. nil, c
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following year amply confirms this estimate. The

quantity of wheat returned as sold in the inspected
markets in England and Wales in the year following
the first week of September, 1844, was no less than

6,664,000 quarters ;
and the average price of the

harvest year was only 465. Id. per quarter.*

SECTION 6. Character of the Season of ,1844-45
Prices and estimated Produce of Wheat.

The weather in October and November, 1844, was
of the usual character

;
and sufficiently favourable

for farming operations. But the whole of December
was characterised by a low temperature. During
the first three weeks there was severe frost

;
and

the navigation of the Thames was impeded by ice.

From the 30th of November to near the end of the

year there was also a nearly constant succession of

dry easterly winds.

In January the weather was mild for the season,
with a good deal of rain, till near the end of the

month. There was a return of frost, with slight
falls of snow, from the 27th to the 31st.

During February there was more severe frost,

and more snow, than had been experienced in the

same month for some years before : the lowest point
of temperature occurring on the llth.

March brought no alleviation of this severity.
The weather during the first three weeks of the

month was marked by a lower temperature (the
lowest occurring on the 13th), and, altogether, by

* The quantity of foreign and colonial wheat and flour

entered for consumption in the United Kingdom between the

5th of August, 1844, and the same date in 1845, was only
476,190 quarters ; and the lowest duty paid upon any con-

siderable portion of this was 18s. per quarter.
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greater inclemency, than had occurred since 1814.*

The rest of the month was comparatively mild.

The four months extending from the end of

November, 1844, to the last week of March, 1845,

may therefore be described as a long and rather

rigorous winter. The mildness of the weather in

January, however, deprives it of the character of

extreme severity.
The spring quarter, throughout the greater part

of it, was unseasonably cold. The first three weeks
of April were dry and very cold

;
and drought was

much complained of. The last week of the month
was warmer

; yet less warm than is usual at this

season. May was cold and gloomy, with a good
deal of rain, and very little sun : hardly one fine

bright day occurring throughout the month.
In June the weather was fair, and in every

respect seasonable.

The first three days of July were rainy : the next
three fine, bright, and hot. But the rest of the
month was unsettled, and generally cold

;
with a

good deal of rain, and not one day of full summer
heat. This cold and wet weather continued with
little variation through the month of August.

The low temperature caused the ripening process
of the grain crops to be very slow

;
but it also

rendered the prevalence of wet less injurious, as

it prevented the sprouting which might otherwise

have been apprehended.
The first fourteen days of September were dry

and generally cold, with north-east winds
;
and the

rest of the month variable
;
but with a preponder-

ance of wet
;
and was cold for the season.

The season of 1844-5 is remarkable, and will

long be memorable, as having been that in which
an extraordinary disease first made itself generally

* In 1814 there was continuous frost, with occasional falls

of snow, till the 21st of March.
c 2
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manifest among the potatoes, not only in the

United Kingdom, but over a great part of the

Continent of Europe. When the extensive preva-
lence of this disease first attracted public attention

it was attributed to the ungenial character of the

weather which had prevailed from the planting
to the gathering of the crop. But doubts were
thrown upon this mode of accounting for the dis-

ease, when it was discovered to prevail equally
in districts of the Continent of Europe, which
had been exempt from unfavourable weather.

And these doubts were strengthened when it be-

came generally known that the very same descrip-
tion of disease had existed for some time before in

the United States of America. The existence, and
extensive prevalence, and the probable causes of the

disease in that country, had been matter of public

inquiry, and had formed the subject of an elaborate

report from the Commission of Patents, in 1844
;

and, in that instance, neither the climate nor the

weather (so different from those on this side of the

Atlantic) could be brought to account for the phe-
nomenon. And the renewed appearance, and still

more extensive prevalence, of the disease in the

country, in 1846, when, as I shall have occasion to

show, the season was, in all essential particulars, very
different from that of 1845, goes far towards putting
an end to the hypothesis on which it has been at-

tempted to account for this extraordinary visita-

tion by reference to the weather. How it is to be
accounted for, it is no part of my present plan to

examine, or to attempt to explain. I have here

only to mention the facts, that, in August, 1845,

public attention was first drawn to the exist-

ence of the disease
;
and that, as the autumn ad-

vanced, great and increasing alarm was excited

by accounts from all parts of the kingdom, but par-

ticularly from Ireland, of the fearful extent to

which it was spreading.
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The alarm felt at the great, though still partial,
failure of the supply of potatoes, was heightened by
reports of a deficiency of the wheat crop. And the

character of the season, cold from the beginning
to its close, dry and harsh in the spring, and wet
from the time of blooming to the period of the

harvest, could not, in the nature of things, be
otherwise than injurious. Nearly all accounts, ac-

cordingly, concurred in stating some deficiency as

the result of the harvest.

Under the joint influence of the unfavourable

weather, of the reports of failure of the potatoes,
and of a deficiency of the wheat crop, the weekly
average price of wheat rose from 455. in March
to 60^. Id. in November, being an advance of

nearly thirty-five per cent. But this advance was
not maintained.

Experience has shown that the crop of 1844,

large as the contemporary estimates of its produce
were, exceeded the widest computation ;

and a con-

siderable surplus from it went towards covering
the deficiency of that of 1845.

The announcement, early in December, of the

intention of the Government to assemble Parliament
somewhat earlier than usual for the purpose of

considering the Corn Laws with a view to their

repeal, combined with the general impression that

the stock of corn in the country, together with the

foreign supply likely to be admitted, would prove
more than sufficient, notwithstanding the partial
failure of the potato crop, to supply the average
rate of consumption till the next harvest, seems
to have induced farmers to thresh out and send
their corn freely to market; insomuch that, al-

though no foreign wheat, or none worth mention-

ing, was entered for home consumption*, the price

* The total quantity of wheat and flour entered for consump-
tion between the 5th of August, 1845, and the 5th of January
following, was 187,348 quarters.

c 3



22 PRICES OF CORN.

fell through the rest of the year ;
the average

in the week ending 27th of December having got
down to 55s. &d. And, as we are about to see,

this fall of price continued through the following
six months.
The decline of the price of corn, which took place

from November when the movement for a repeal
of the Corn Laws, which led to the act of the fol-

lowing session, was first made in the Cabinet by Sir

Robert Peel forward, through the greater part
of the following year, has been used to support,

against that minister, the charge of having ex-

aggerated the prospect of scarcity, for the further-

ance of a preconceived political purpose. But the

charge of exaggeration, in cases like this, in which
so much uncertainty necessarily exists, both as

to present facts, and as to events contingent on
the casualties of the seasons, is easily made. It is

hardly possible, when a view must be taken of the

future, that there should not prove, by the event,
to have been an exaggeration on one side or the

other. Under the peculiar circumstances of the

disease of the potatoes, and the deficiency of the

wheat crop, both in this country and on the Con-

tinent of Europe, in the autumn of 1845, I think

the only safe course was to contemplate the more
adverse contingencies. And if this be admitted,
there cannot, I imagine, be a reasonable doubt, that

Sir R. Peel was perfectly right in the view which
he adopted of the course a government ought to

take on such an occasion.

The produce of the wheat harvest of 1845 was

undoubtedly deficient, as well in bulk on the

ground, as in the ultimate yield, and in quality;
and the same cause the low temperature and
wetness of the latter part of the season appears
to have injured, more or less, every other descrip-
tion of corn. The average yield per acre over
that portion of England south of York was esti-



SEASON OF 1844-45. 23

mated, at the time, upon tolerably safe data, to fall

short of the average of the three previous years by
about one-seventh. Over the whole of the United

Kingdom it probably ranged nearly at the level of

the harvest of 1840. The extent of the deficiency
was not, however, fully apparent in the state of

the markets during the following year. The har-

vests of 1842-3-4 having each, but especially the

last, been unusually large, there would appear to

have been, during the three corresponding harvest

years, a gradual increase of the stocks on hand
;

and all attainable evidence favours the belief that

at the harvest of 1845 there was a larger quantity
of home-grown corn in store in this country than
had been so held at the same period of the year,
since the harvest of 1835.

It is also to be considered that, partly from
the lateness of the harvest, and partly from the

damp and defective condition of the grain, the

crop of 1845 was not brought into consumption
for three or four weeks after the usual period ;

and also that the harvest of 1846 occurred rather

earlier than usual
;

so that the home supply of

1845 had not, in fact, to meet the demand of an
entire year.
On the other hand, the rate of consumption of

wheat in the harvest year 1845-6 was undoubt-

edly enhanced, as well by the very general preva-
lence of profitable employment among the labouring
classes, as by the failure of the potato crop.
With due allowance for the disturbing causes

here indicated, the produce of wheat may be esti-

mated upon the same data as before. The total

quantity of wheat returned as sold in the inspected
markets in England and Wales, in the fifty-two
weeks following the first week in September, 1845,
was very nearly 5,700,000 quarters. The quan-

tity of foreign and colonial wheat and flour entered

for consumption between the 5th of August, 1845,
c 4
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and the same date in 1846 was 2,732,000 quarters,
or only about 250,000 quarters less than was

entered in 1841-2
;
and the average price of the

harvest year was 54s. Sd.

SECTION 7. Character of the Season of 1845-46.

Prices and estimated Produce of Wheat.

The weather in October and November, 1845,
was mild and seasonable. In December it became

very wet, and continued so throughout the month ;

with much wind, mostly from south-west to north-

west. This wet weather continued, with scarcely

any cessation, during January and February ;
and

was accompanied with a temperature unusually

high for the season. In short, the winter extend-

ing from the commencement of December, 1845,
to the close of February, 1846, was the mildest

which had occurred in this country since that of

182 1-2.* And the spring months of April and May
were of corresponding mildness. A few days in

the latter end of April, of cold easterly winds,
formed the only exception to the general character

of the season worthy of notice.

The extreme mildness of the winter of 1845-6 is

not only remarkable as an extraordinary fact in me-

teorology, but also as having had an important influ-

ence in mitigating the effects of the partial failure of

the potato crop, and of the deficiency of the wheat

* In both these winters there was no native ice, not, at

least, in the southern division of the kingdom. And it was
the total absence of a provision of this luxury for the coming
spring and summer that led, in the early part of 1822, to the

importation of two or three cargoes from Norway. Ice has
since become an article of regular import into this country, not

only from Norway, but now, in even larger quantity, from
Boston in the United States, known as the Wenham Lake ice.
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crop. But little consideration is needed to show
how great a saving of potatoes and corn is caused

by an open, as contrasted with a severe, winter.

In the former, cattle, sheep, and pigs, may be kept
out and subsisted on green food and turnips so

much longer. It is also to be observed that in the

winter of 1845-6, though potatoes were scarce and

dear, turnips, and all other esculents, were abun-

dant, and cheap. Indeed, it was with difficulty
that the turnips could be fed off in the course of the

spring ;
and it was said that, in several instances,

farmers allowed their neighbours to send in sheep
to assist, gratuitously, in feeding off the surplus
stocks. The abundance of turnips, and of beetroot,
and cabbages, and turnip-tops, also added to the

supply of human food, in aid, and to the great

saving, of the consumption of bread. It is just
that these circumstances should be borne in mind
in judging of the conduct of Sir Robert Peel with
reference to the food question in the autumn of 1 845.

He has been charged with having, in November and

December, exaggerated the extent of the scarcity.

If, however, instead of a remarkably open winter,
and a forward spring, the winter had been one of

such severity as has sometimes been known, and,
as an almost necessary consequence, the spring had
been cold and backward, the period would have
been one of dearth

;
and ministers, had they re-

mained passive, would have been fairly blamed by
their opponents for not having adopted measures of

precaution against so obvious a contingency.
In the two last days of May, and the first three

weeks of June, there prevailed the greatest degree
and the longest continuance of hot weather that

have occurred in the present century at so early
a period of the summer.
The latter part of June and the whole of July

were variable, and of a lower temperature, but with
a full proportion of fair and seasonable weather.
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There were some very heavy storms of thunder
and lightning, hail and rain, in different parts of

the country ;
but these were generally confined

within narrow limits.

The wetness of the autumn of 1845, and of

January, and a part of February, 1846, had very
much interfered with the sowing of wheat

; and,
so far, rather impaired the prospect of a large crop.
But the forwardness, and the genial character of

the spring, and the generally favourable appearance
of the plant, combined with the prospect of the

admission at a low duty of all the corn then in

bond, had the effect of depressing the markets as

the season advanced. The Corn bill received the

Royal Assent on the 26th of June
;
and immedi-

ately on the new duties coming into operation, the

whole quantity of foreign and colonial wheat and
flour then in bond, amounting to more than

2,000,000 quarters, was entered for home consump-
tion. In the third week of June the weekly ave-

rage price was 52s. 2c?., and in the week ending
the 15th of August it had fallen to 45s. Id.

On the 1st of August, 1846, London, and its

immediate vicinity, were visited with the most
violent and long-continued and destructive storm
of hail and rain, of which there is any record.

The weather in the remainder of the month was
favourable to the ripening and securing of the crops
of grain in the southern division of the kingdom.
But during the first three weeks of August the

weather in Yorkshire and to the northward of that

county was wet and close, and there were, in con-

sequence, complaints, in those districts, of the

sprouting of the wheats.

Early in August the failure of the potato crop
was again apprehended ;

and as the season ad-

vanced the worst apprehensions were more than

realised. This circumstance was of itself calculated

to enhance the value of wheat. At the same time
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the results of the corn harvest of 1846 were vari-

ously reported.
For the last ten days of August, and through the

greater part of September, the weather was generally
fair, and admitted of the crops in the northern
districts of the country being secured in good order.

As the autumn advanced the impression that the

yield of the wheat harvest was, on the whole,
deficient to a considerable extent, became very ge-
neral. In some districts the produce, per acre, was
estimated to be very large, in others it was said to

be miserably deficient
;
and the common average,

according to the best estimates, but little exceeded
the yield per acre in 1841. The aggregate pro-

duce, in bulk, probably fell short of that of the

harvest of 1845
;
but the grain being of a much

better quality, it commanded a higher relative

price, apart from measurement.
The comparative deficiency of the stock on hand,

the prospect of a large extra demand, to supply the

deficiency of the potato crop, and the improved
quality of the grain, combined to raise the price,

till, in the Aveek ending the 7th of November, the

weekly average reached 62s. 3d. But though the

failure of the potato crop, to a very great extent,

was, by that time, placed beyond doubt, this ad-

vance was not quite sustained
;
and the price de-

clined during the next few weeks, and afterwards

ranged at about 60s. down to the close of the year :

when it was 61s. Qd.

The state of the markets for grain in the ensuing
year leads to the conclusion that the actual defi-

ciency of the supply of wheat in the autumn of 1846
was much greater than was generally supposed at

the time. During the first four months following
the first week in September, the quantities of home-

grown wheat returned as sold, weekly, in the in-

spected markets in England and Wales, were greater
than during any similar period before. Thence-
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forward, however, they dwindled rapidly; and in

the last three months of the harvest year were

extremely small. The following comparison of

the quantities sold, and the average prices, in each

of the four periods, of thirteen weeks each, extend-

ing from the 29th of August, 1846, to the 28th of

August, 1847, will show how irregularly the home

supply was distributed over the whole period.

Quantity returned

as sold in the Average
inspected markets'. Prices,

qrs. s. d.

1st quarter, to 28th Nov. 1846. - 1,891,561 56 9
2d ., 27th Feb. 1847. - 1,618,773 67 10

3d 29th May, - 1,258,383 80 6
4th 28th Aug. - 594,479 79 5

The aggregate quantity thus sold was 5,363,000

quarters; and the quantity of foreign and colonial

wheatand flour imported between the 5th of August,
1846, and the same period in 1847, was 2,458,000

quarters. The foreign supply of bread-stuffs,

however, during this period (particularly in the

shape of Indian corn, and the meal of that grain,
and of barley and oats) was much greater than

might be inferred from this statement. A more

particular account will be found in the Appendix.
The average price of the harvest year 1846-7,

computed from the weekly averages, was-4^-&
The apprehended approach of scarcity in the

autumn of 1846, from a cause [the potato failure]
common to the United Kingdom and a great part
of continental Europe, tended to direct public at-

tention, somewhat more strongly than usual, to the

result of the harvest in the neighbouring countries.

It soon became apparent that in the central and
southern parts of Europe the corn crops were

generally deficient
;
and that they were especially

so in France, Holland, and Belgium.* In these

* The deficiency was materially augmented in the centre,

west, and south-west of France, in October 1846, by floods,
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countries, also, the potato disease was prevalent,

though less so than in the preceding year ;
and

thus the demand for grain food was, as in our own
case, increased concurrently with a reduced supply.
The prices of corn consequently rose, in the con-

tinental markets, soon after the conclusion of the

harvest, and ranged, during the autumn, higher
than in this country.

SECTION 8. Character of the Season of 1846-47.
Prices and estimated Produce of Wheat.

The weather during October, and nearly the

whole of November, 1846, was favourable to

farming operations. In the last few days of No-

vember, and during the whole of December, it was

extremely cold: the winter setting in early, and
with much severity.

In January, the temperature became rather

higher ; and, though there were occasional falls

of snow, it did not lie, and the frost was neither

severe nor continuous.

From the end of January to the middle of March
the cold increased, attaining its greatest intensity
in the first fortnight of March

;
and during this

period some heavy falls of snow and severe frosts

occurred.

The latter half of March, and the greater part
of April, though cold, were fair and seasonable.

arising from heavy and continuous falls of rain in the upper
districts of the country. The inundation seems to have fol-

lowed, chiefly, the valley of the Loire. That river was said to

have risen as much as twenty feet in one night ; and the bridge
at Orleans, as well as an extensive viaduct, then recently
erected between Orleans and Vierzon, were swept away. The
total loss sustained by these floods, principally in agricultural

uroduce, was estimated at nearly 4,000,000 sterling.
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Down to the 26th of April there was not a single

day of such warmth as is sometimes felt even in

March
;
and during the same period there was

little or no rain. Thenceforward, till about the

middle of May, much rain fell
;
the temperature

continuing low for the season.

In the third week of May, the weather became

fair, and improved rapidly ;
and towards the end

of the month the heat was greater than I remember
it to have been in any previous year at the same

period. The weather was less warm after the first

two or three days of June, but continued dry till

the 14th of that month. It then became variable
;

but, on the whole, not unseasonable
;

and July
may be fairly described as a month of fine summer
weather, with many bright, and some hot days.
With the exception of a few days of unsettled

weather in the last week of July, and the first of

the following month, and a diminished tempera-
ture, the weather continued to be generally favour-

able till the end of August ;
and the crops of corn

were secured in good condition, in nearly every
part of the southern division of Great Britain.

In September there was rather more wind than

usual, and occasionally strong gales ;
but the wea-

ther was generally dry, and, altogether, was fa-

vourable to the harvest in the northern division of

the island.

The great rise of prices at the commencement of

the harvest year 1846-7, (as marked by the advance
of 185. per quarter between the weekly average of

the 15th of August, and that of the 7th of No-

vember,) though caused chiefly by the estimated

deficiency of the home supply in proportion to the

probable demand, was undoubtedly accelerated by
the state of the corn markets on the Continent, and

by the indications of approaching scarcity afforded

by the acts of the French, Dutch, and Belgian

governments. Early in the autumn, the ports of
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those countries were opened for the importation
of all kinds of grain, free of duty. It also became

known, about the same time, that the French go-
vernment had given orders for large purchases of

corn abroad. Hence their prices and ours rose

nearly on a level.

The upward tendency was checked in France, in

November, by a public statement, in a report by the

Minister of the Interior, that there was no sufficient

ground for the prevailing alarm, and the consequent

high prices, and that large supplies by importation
would shortly be forthcoming. In this country
the progress of the advance was arrested partly by
the effect of this announcement on the continental

markets, and partly by the accounts received about

the same time from the corn exporting countries,
and particularly from the United States of America,
of enormous supplies being available at the prices
then current.

Before the close of the year, however, the de-

ficiency of the wheat crop in the south of Europe,
and particularly in the south of France, and, in

a still greater degree, of rye, and the spring corn,

generally, on the Continent, gave a fresh impulse
to the rise of prices there. This renewed rise

in the continental markets, combined with the

alarming accounts from Ireland, and also from

Scotland, of the necessity for large importations
of grain and meal to avert impending famine,
caused a further advance of the average price
in this country; and in the week ending the
1st of April, 1847, it reached 77s.

;
when there

was again a pause, and a slight recession during
the four following weeks. But about the end of

April, the smallness and diminishing amount of

the supplies from our own farmers began to ex-

cite much attention
;
and the backwardness of the

spring, together with accounts from France and

Belgium of a further rise in their markets, such
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as placed their prices above ours, and the receipt
of numerous orders for purchases in this country
for shipment to the Continent, combined, with fears

of the exhaustion of the home supply, to produce
considerable excitement in the corn trade : inso-

much that, notwithstanding the extreme pressure
on the money market at that time, the weekly
average price of wheat rose rapidly till the last

week in May ;
when it reached an average of

1025. U*
The more favourable weather of the latter half

of May, and the arrival of large foreign supplies,
caused a gradual fall of prices from the beginning
of June to the middle of July, when the weekly
average price of wheat had declined to 745.

The averages rose, a few shillings, under the

threatened change of weather at the end of July ;

but the importations continuing on a scale beyond
precedent, and the weather and the growing crops

resuming a better appearance, prices again declined.

About the middle of August, favourable ac-

counts being received of the harvest in most parts
of the kingdom, and on the Continent, the quan-

tity of corn imported also continuing to be very
great, and the reports concerning the potato crop

agreeing as to a general and decided diminution of

the disease, the fall of prices became more rapid ;

and on the 18th of September the average had got
down to 495. Qd.~f It rose in the following week
to 53s. Gd., and has ranged nearly at that level

thenceforward to the present time.

*
During the height of the excitement a sale was made in

the Uxbridge market at 124s. and, in Mark Lane, one at 115*.

per quarter.

f The diffei-ence between the highest and the lowest weekly
average price of the year was 52*. 1 Id., and the fall took place in

sixteen weeks : the average of the 29th of May having been
102*. 5d., and that of the 18th of September, as above stated,
49*. 6d.
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The most careful estimates of the wheat crops of

1847 lead to the inference that the yield per acre

was somewhat greater than in the two previous

years ;
and was rather over than under an average.

In point of bulk and tallness of the straw, and con-

sequent weight of the sheaves, in some considerable

districts, it was very remarkable, and, perhaps, never

surpassed. Hence the produce in yield of flour

was likely to be overrated, for, as usual in such

cases, the size of the ears was not equal to what
it sometimes is, when the plant is thinner on the

ground, and shorter.

The breadth of land sown, particularly with

spring corn, under the influence of the high prices

prevailing at that season, would appear to have
been greater than in any previous year. In Ire-

land, and in those districts of England and Scot-

land in which the consequences of the potato
failure of the two previous years had been most

severely felt, corn was extensively substituted for

potatoes.
The quality of the grain has been reported to be

generally good, with the exception of that raised in

some parts of the south of England, where blight
was complained of a week or two before the

harvest, and the grain, when cut, appeared thin in

the ear, and prematurely ripe.
From the first week in September the weekly

returns of the quantities sold in the inspected
markets in England and Wales exhibited a gradual
increase, as compared with the small supply of

home-grown corn brought to market in June, July,
and August. The average quantity sold, weekly, in

the aggregate, as returned during those three

months, was about 45,600 quarters, or considerably
less than during any similar period since these re-

turns have been made. In the first week of Septem-
ber the sales amounted to 55,427, and in the fourth,
to 96,895 quarters ;

and the average of four con-

VOL. mi. D
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secutive weeks in October was upwards of 112,000

quarters weekly. In November the average did

not exceed 90,000 quarters. Afterwards the im-

portations fell off, and the quantity of home-grown
wheat brought to market again increased.

It would appear, from the great reduction of the

home supply during the last quarter of the harvest

year, that the stocks of wheat in this country were

much more nearly exhausted at the period of the

last harvest than in any previous year of which we
have a record sufficient to afford a comparison ;

and this inference is confirmed by the opinions
most prevalent in the corn market.

It is obvious, however, if only from the experience
of the year before, that the extent of the subsequent
increase of the weekly sales of home-grown wheat
cannot be held to afford any definite indication ofthe

actual results of the last harvest. For though the

crop of 1846 was undoubtedly deficient, the quantity
of wheat sold in the inspected markets in the first

three months after the harvest was much greater
than in any similar period before

; and, as has been

shown, actually comprised more than one-third of

all that was so sold during the harvest year.
On the other hand, it is to be observed that the

quantities of imported wheat and flour introduced
into the home market in the first three months after

the harvest were very much larger in 1847 than in

1846*; the difference being sufficient, indeed, to-

gether with the range of prices, to afford support

* The quantity of foreign and colonial wheat and flour

imported at eleven of the principal ports of Great Britain only,
according to the weekly returns from the Custom House, during
the thirteen weeks ending the 24th of November, 1847, was
1,709,400 quarters. The quantity of home-grown wheat re-

turned as sold in the 290 inspected markets of England and
Wales in the thirteen weeks ending the 27th of November was
1,243,700 quarters ; and the aggregate average price for the

quarter about 53s. Sd.
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to the inference that the home supply has been, in

the present year, held back, to some extent, in the

expectation that when these large importations
should cease, prices would assume a higher level.*

Dec. 6. 1847.

SECTION 9. On the Variation of the Supplies of
Wheatfrom Ireland.

There was a remarkable deficiency in the quantity
of wheat imported into Great Britain from Ireland

in 1839, and the three following years, as compared
with the years immediately preceding and follow-

ing these.

Of the precise causes of the deficiency we have
no direct evidence. But if the annual official re-

turns, as made up in the ordinary manner, be
converted into returns for the harvest years, by
adding the importations during the last quarter of

each astronomical year to those of the three first

quarters of the year following, it becomes apparent
that the deficiency has relation to the Irish harvests

of the four years from 1839 to 1842 inclusive.

The following were the quantities of wheat, ap-

parently of the produce of each year's harvest,

imported from Ireland into Great Britain during
the ten years preceding the 5th of October, 1845,
with the average prices of the harvest year (com-
puted from the first week in August forward), in

England and Wales :

1834-35
1835-36
1836-37
1837-38
1838-39
1839-40

qrs. s. d.

625,567
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The average annual quantity of wheat of Irish

growth added to the British supply in the first four

years was, therefore, about 594,600 quarters.
In the second period of four years the annual

average was reduced to 229,000 qrs.
If the two years, 1836-7 and 1837-8, immedi-

ately preceding this period of deficiency, be regarded

separately, it will be observed that the supply from
Ireland and the price in England varied nearly

together ;
and if the comparison be extended to

the two years, 1842-3 and 1843-4, immediately
following that period, it will be seen that there

is a similar correspondence: the amount of the

supply, and the average price in the market to

which it was brought, rising and falling together,
with remarkable regularity.

The reduction of the supply, when contrasted

with the concurrent high range of prices in England,
during the four years intervening (1838-41), leads

irresistibly to the conclusion that the wheat crops
of those years were deficient in Ireland as well as

in Great Britain
;
and thence tends to support the

inference that the causes of the deficiency are re-

ferable to the character of the seasons
;
which would

thus appear to have been similar in their nature,
and to have operated with nearly equal effect in

both countries.

It will also be observed, that the two years 1835
-6 and 1844-5 agree in the coincidence of an un-

usually large supply from Ireland with an unusually
low price in this country. Hence it would appear,
that in those years, also, the general character of

the Irish harvests was nearly the same as that of

our own.
Were the common cause of fluctuation, thus

apparently in operation simultaneously in both

countries, to be found in a variation of the breadth
of land sown with wheat, corresponding fluctuations

of an opposite character would be observed (or at
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least might be fairly expected) in the Irish supplies
to this country of other descriptions of grain. But
an examination of the official returns as to the

only other descriptions of grain imported from
Ireland during the ten years referred to, in any
considerable quantity (oats and barley), affords no
confirmation of any such surmise : the supplies of

other grain having, in fact, exhibited variations

similar to, though within a narrower range than,
those already observed as to wheat.

Annual average.
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Too great allowance can hardly be made for the

possible influence of the seasons. The effect of a

single season like that of 1816, the inclemency of

which extended over nearly the whole of Europe,
and rendered the crops of corn of all kinds greatly

deficient, and raised the price of wheat both in

this country and in the principal consuming coun-

tries of the Continent above 1005. per quarter, is

scarcely susceptible of previous estimate. So also

the singular and afflicting visitation of the potato
disease (which is obviously a casualty connected

with the season, however it may be accounted for)
has had the effect of raising the price of wheat nearly
as high as it was in 1816-17. The occurrence of

such casualties must necessarily disturb and defeat

all attempts at reasoning, with much probability of

proving to be right, on the course of future prices.
If the potato disease should continue, although in

a mitigated form, it will exercise more or less

influence on the prices of corn by the extra con-

sumption thus thrown on wheat and other bread-

stuffs, and thus counteract, possibly for some

time, the tendency to cheapness which may be

anticipated from more propitious seasons, combined
with the improved and extended cultivation to

which recent high prices will have offered an
inducement.

If, however, barring the occurrence of such ex-

traordinary visitations as occurred at the close of the

last and in the early part of the present century,
and in 1816, and more recently in 1846-7, I were
called upon to hazard a conjecture as to the pro-
bable range of the prices of wheat, it would be to

this effect.

Assuming the weekly averages to be collected

as at present, I should expect that the whole fluc-

tuation would range between 60s. and 305. per

quarter.
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My reasons for assuming this as the probable

range of fluctuation are :

1. As regards the maximum.
This is derived from a careful view of the prices

of corn, and the circumstances connected with
the corn trade, in the interval between 1818 and
the close of 1846. Taking into consideration the

peculiar operation of the corn laws, which made
an advance to 805. till 1828, and to 73s. till 1846,
the condition of our receiving a foreign supply,
in the event of a decided deficiency of the home
growth, it appears to be a reasonable conjecture
that, but for that peculiar operation, and supposing
that the ports had been open for importation at the

duty of Is., there was no one occasion on which
the price would have risen above 60s.

2. As regards the minimum.
In the interval between 1831 and 1836 the crops

of corn on the continent of Europe were (with the

exception of a deficiency of the rye crops in Russia
in 1835) generally abundant, as they also were in

this country ;
and if, under those circumstances, our

ports had been open for importation at Is. duty, I

think that the price, instead of 36s. at which it

stood in the last week of December, .1835, and the

first week of January, 1836, might have fallen to

30s. Lower than that it would hardly have gone.
The country being then in a flourishing state,
the population fully employed, manufacturing pro-
fits unusually large, and the rate of interest low,
the probability is that the fall would have been
checked by speculative investments; by which I

mean that capital from sources extraneous to the

corn exchange would have been embarked in it
;

distinguishing such investments from ordinary spe-
culative purchases on credit, which could only be

held till the limits of credit were reached, when

sales, made of necessity, would entail a fall greater
i> 4
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than the rise which had been caused by the pur-
chases.

The medium or pivot price would thus be 45s.

At any thing materially below this rate there would
be a tendency to accumulate stocks in the hands
of farmers, and importers, and speculators ;

and this

accumulation would have a strong tendency to

check any considerable advance from deficiency of

crops, unless of an extraordinary character.

Taking the question of conjectural price in an-

other point of view, it appears to me that there are

the strongest grounds for believing that an average
of about 455. may be considered as a rate which
will be consistent with keeping up and gradually

extending cultivation in the United Kingdom, and
at the same time admitting of such an importation
of foreign corn as, with our own growth, will

fully meet the wants of an increasing population.
There is, however, one other consideration which

must not be lost sight of in any view to future

prices ;
and that is the value of gold. I believe

that the circumstances operating upon the supply
of gold, relatively to the demand for it in the

markets of the world, have been for many years

past such as to preserve it at a nearly constant

value. At least there have been no indications,

taking the ordinary tests, of any material variation.

But there are in prospect causes which may produce
a considerable alteration. The most important of

these is the extraordinary production of gold in

Kussia. In the Appendix will be found the latest

account that I have been able to obtain of the

quantity produced in that empire.
If the produce should continue only to be annually

what it has been in the last year, and still more if

it should increase in any thing like its recent rate

of progression, while other sources of supply may
be assumed to be not likely to fall off, there can

hardly fail to be, ere long, a sensible change in the
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value of money, properly so termed though not in

the stock-exchange sense of the word.
If the quantity of gold relatively to its uses should

increase so as sensibly to affect its value, while the

production of silver should be comparatively sta-

tionary, the diminished value of gold will be

perceived not only in an increased price of corn,
and of labour, and of commodities generally, but
in an increased price of silver, and our par of

exchange will be reduced with foreign countries

whose standard is silver. At the same time it is

not unreasonable to contemplate the probability,
on general grounds, of an increase of the produc-
tion of silver from the American mines, which

might keep pace with the increased produce of

gold in Russia. In this case there might be no

very perceptible difference in the relative value of

the two metals, and our par of exchange with the

states of the Continent of Europe would not be

sensibly varied.

These are considerations, however, which it is

not within the scope of my present purpose to

pursue.
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PAKT II.

ON THE PRICES OF PRODUCE OTHER THAN CORN.

SINCE the previous volumes of this work were

written, much additional attention has been given
by mercantile men to its subject; and the result

is seen in a diminished tendency to refer general
fluctuations of the prices of produce to changes
in the amount of the circulation, or in the rate

of interest. The large class of circumstances

affecting prices, apart from the state of the circu-

lating medium, and arising from variations of the
relation of supply to demand, are now commonly
and justly regarded as of primary importance. But
the errors which it has been the principal purpose
of this work to expose, are still entertained by a

large part of the mercantile community, as portions
of a once generally prevalent theory of the cur-

rency ;
and have, therefore, still sufficient import-

ance to warrant a careful consideration of them
in a history of prices during the eight years ex-

tending from the close of 1839 to that of 1847.

It need scarcely be remarked that the period
referred to is one of considerable interest. Besides

the abolition of the law limiting the importation
of foreign corn, which belongs to the preceding

part, and the repeal or reduction of the duties

levied on the importation of most articles of foreign

produce entering largely either into the food of

the people or the materials of our principal manu-

factures, changes have taken place in the mo-

netary and commercial affairs of the country, of

a character perhaps more important in reference

to the investigation of the laws governing the

relation of the currency to prices, than are em-
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braced in any similar period since 1819
; previous

to which period the connection of the currency
with prices was complicated by reference to the

supposed influence of the war, and the Bank re-

striction. How these changes bear upon the subject
will become apparent as I proceed.

SECTION 1. On the concurrent Variations of Prices,
the Circulation, and the Rate of Interest, from the

Close of 1839 to the Autumn of 1844.

Notwithstanding the extreme depression which
had marked the closing months of 1839, the year
1840 opened with some slight symptoms of return-

ing prosperity.
On the 10th of January the Bank of England

reduced its rate of discount from 6 to 5 per cent.

This expansion of the currency, as it was called,

gave a temporary animation to the markets for

manufactures and other produce, under the influence

of the common opinion of the connection of the

money market with the prices of commodities.

But it turned out, as usual, that there was no

ground for that opinion ;
and as the spring ad-

vanced the aspect of affairs was materially altered.

The high prices of food, of nearly every de-

scription in ordinary use, but particularly of bread,

meat, sugar, and tea, already limited very con-

siderably the demand for manufactured goods in

the home market
;
and as the year advanced, the

additional exports to the countries whence we
had recently drawn supplies of grain were found

quite insufficient to fill up the vacuum thus created.

Early in the summer the prospect of hostilities

with the United States, and, somewhat later, the

threatening aspect of our relations with France,
tended strongly to increase the prevailing dis-
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position of mercantile men to contract their

engagements. This disposition was probably fur-

ther increased by the circumstance that on the

15th of October the Bank of England, not finding
the reflux of bullion to be so great as had been ex-

pected, reduced the date of bills admissible for dis-

count from ninety-five to sixty-five days. And a

review of the year at its close exhibits, on the whole,

throughout its course, a decided increase of the de-

pression observed during the two previous years.
With the exception of the speculation in tea,

noticed in the last volume, which began in 1839,
and may be said to have reached its climax about
the middle of January, 1840, and an enormous
increase in the price of sugar available for con-

sumption in this country, resulting from the failure

of the supply from the W est Indies, the markets for

produce were dull, and prices, generally, declining,
under a diminished demand, during the whole year.

The circulation of the Bank of England was
lower in 1840 than it had been for some years
before. The amount scarcely exceeded 18,000,000/.
even for a single week after the payment of the

dividends in January and July; and the general

average of the year was not more than 16,800,000^.,
or about half a million less than that of 1839, and

fully two millions less than that of 1838.

If we compare the prices of the principal articles

of produce other than corn in 1840, with the

prices of 1838, we find a considerable diversity of

movement
;
but no part of it is explicable by re-

ference to any supposed influence of the currency.
Some articles of importance, as hemp, tea, coffee,

sugar, and rum, had risen in price, and others, as

cotton and indigo, had fallen; while timber,

tallow, raw silk, and wool, were nearly the same as

in 1838. To explain these changes by reference

to corresponding changes in the amount of the

circulating medium would be impossible, for ac-
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cording to the Currency theory, seeing that the

circulation had been reduced, prices should have

fallen, while, if there be a preponderance, it is

decidedly in favour of higher prices. But a refer-

ence to each article in the relation of supply and
demand will account for them at once.

1841. In the first months of 1841, as in the

preceding year, there was a somewhat general feel-

ing of hope prevalent that a revival of trade was
about to take place. The raw materials of our manu-

factures, generally, were observed to be low in price;
the manufacturers on the continent were known to

be even more depressed, and more crippled in their

resources, therefore less capable ofmeeting efficiently

any revival of the usual demand in markets open
to both, than our own; and the demand for manu-
factured produce, both at home and abroad, had
been so long below an average level, that its in-

crease, at no distant period, was deemed almost
certain. Commercial credit had everywhere been

brought within narrow limits
;
and there seemed to

be no longer any sufficient ground for the prevailing
want of confidence in the results of commercial
transactions conducted with ordinary prudence.
On the 3rd of January, 1841, the Bank of

England withdrew the restriction imposed in

October, 1840, upon bills admissible for discount,
and restored the term to ninety-five days.

The quarterly accounts of the Bank, made up
to the end of January, exhibited a remarkable
coincidence with those of the previous year at the
same period; but they were in so far improved
that, in the interval, the debt to the bankers of
Paris had been liquidated.

The stock of corn in the country at this period
was considered to be much larger than it had
been in January, 1840.

The receipt, in April, of news of Captain Elliott's

preliminary arrangement with the Chinese autho-
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rities at Canton, promising a speedy and satisfactory
conclusion of hostilities, with the consequent fall in

the price of tea
;
and a fall, nearly simultaneous, of

some 20 per cent in the prices of sugar and coffee ;

together with the pacific tone of the inaugural
address of General Harrison, and its repetition, soon

afterwards, by Mr. Tyler, were all circumstances

calculated to encourage hopes of the approach of

an improved state of things.
But as the summer advanced it became evident

that the continued high price of corn and cattle,

together with the general scarcity of employment
for the labouring population, precluded any material

improvement for the present ;
and the reports

from the manufacturing districts .grew gradually
more gloomy than ever. Towards the close of the

summer, it was ascertained that the consumption
of raw materials in our principal manufactures
was proceeding at a rate considerably lower even
than that of the previous year.

During the latter half of 1841 the general de-

pression rather increased than diminished; and at

its close, though the pressure upon commerce had
not then reached its maximum, the distress ex-

perienced by almost every class of producers, and
more particularly by the operatives in the manufac-

turing districts, was probably greater than at any
other period, as being yet wholly unrelieved by any
definite prospect of improvement.
The circulation of the Bank of England was, on

an average, rather higher in 1841 than in 3840;

being about 17,000,000?.
The Bank rate of interest, for discounts and ad-

vances, was kept, throughout the year, at 5 per
cent

;
and the market rate for the best bills ranged

from 4|; upwards to that point.
The markets for produce presented, all through

the year, a dull uniformity of appearance : want of

confidence in the future, even for a few months,

preventing all speculation, and prices, generally,
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tending downwards, under the influence of a still

further reduced demand for nearly every article of

common use.

1842. The most remarkable circumstance to be

observed in the first months of 1842 was a strong

tendency to a further reduction of the rate of in-

terest. In January the brokers' rate of discount,
for unexceptionable bills, was about 4^ per cent

;
and

in March it had fallen to 3J. The Bank of England,

by the usual notice in February, offered advances

at 4 per cent ;
and early in April this rate was

extended to discounts.

During the first months of the year several

important branches of our foreign trade were held

in suspense by the uncertainty attending the fate

of the tariff proposed by Sir R. Peel at the opening
of the session.

Towards the close of the spring some signs of

returning prosperity became distinctly visible. It

was evident that commercial operations were again

being extended slowly, and for some time with
but little effect on the apparent condition of the

community but the movement was observable in

several directions
;
and especially in a gradually

increasing demand for capital. And when, as the

summer advanced, it became generally known that

the harvest was likely to prove better than any
that had been gathered in this country for several

years, the improvement was perceptibly though
slightly accelerated.

As the result of the harvest became more certain

corn fell considerably in price ;
and large orders

began to come in to the manufacturing districts.

The supply of floating capital became at this

unusually large. For a week or two in August the
best bills were readily discounted at 2J per cent.

And there was a general feeling of confidence in

an approaching termination of the period of general
depression.
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This confidence was checked and diminished for

a time by the disturbances in the manufacturing
districts, which, beginning in the midland counties

in June, had spread, before the first week in

August, to Lancashire, Yorkshire, and the west of

Scotland. But these were not of long continuance,
and were suppressed with little if any violence.

And when tranquillity was restored in the disturbed

districts, the work-people, their means being en-

tirely exhausted by want of employment, and the

long previous high prices of food, and other neces-

saries, readily met the renewed offers of employ-
ment which the manufacturers, finding their stocks

materially reduced by the increasing demand and
the long cessation from work, were enabled to offer.

These circumstances, if taken in combination with
the assurance of abundant grain crops, the news of

the Chinese Treaty, the settlement of the corn laws

and the tariff, and a great fall in the prices of cattle,

may be regarded as having opened, in the last

quarter of 1842, the prospect of revived prosperity
which was realised in the spring of the following

year.

Excepting a few weeks at the end of 1842 the,

markets for produce other than corn may be said

to have retained, during the whole of the year,
the quiet and drooping character observed in those

of the previous year. The only striking exception
was seen in the article of indigo, the price of which,
in consequence of reports from India of a deficient

crop, rose considerably during the autumn.
The market rate of discount for unexceptionable

bills fell, steadily, with the exception of thetemporary
decline in August, already mentioned, from 4^ per
cent in January, to about 2J per cent in December

;

and during the same period the interest charged

upon the periodical advances of the Bank was
reduced from 5 to 3J per cent.

The note circulation of the Bank of England,
for the year, averaged about 19,000,000/., or fully
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two millions higher than in the previous year.

But, what is, perhaps, more important with refer-

ence to the present subject, it was increased to a

greater extent, and more rapidly, during a few
months of this year, than in any similar period
before. The average circulation, taken upon a

period of four weeks in January, was, in round

numbers, about 16,000,000^. : in November it had
attained an average level scarcely short of

20,000,000^.
It is particularly remarkable, in reference to so

sudden and large an increase in the amount of

Bank of England notes in circulation, that a com-

parison of the prices of all the more important
articles of produce in January, with the prices in

November, shows only two, worthy of notice, which
had risen in price in the interval. Excepting
indigo and cochineal (the latter an article of com-

paratively small value), the prices of produce,
home and foreign, were lower, and in most cases

considerably so, in November, 1842, when the cir-

culation had for four or five months averaged
20,000,000^., than in the preceding January, when
it was, and for some months had been, scarcely
over 16,000,OOOZ. And the exceptions, though too

trifling, under any circumstances, to afford ma-
terial support to the currency theory, are at once

explained by the anticipation, in both cases realised,
of a diminished supply, concurrently with an in-

creased demand, in the following year.

1843. The hopes of renewed prosperity com-

monly indulged during the last months of 1842

having, as is usual in such cases, been pitched rather

too high, were followed by some degree of disap-

pointment not so much at any reversal of, or

even check to, the progress of the improvement, as

with its slow advance, as experienced in the first

months of 1843. The prices of food, and the

VOL. mi. E
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current rates of discount, were lower, and the

foreign exchanges were higher, than they had been
for several years ;

and there was no ground for

reasonable doubt of the continuance of these

favourable circumstances
;
but as the demand upon

the manufacturing districts for the home market
did not meet the expectations entertained at the

close of the previous year, there was, in January
and February, a very general disposition to despond ;

and the prices of manufactured goods, which had
in most cases slightly risen, again declined.

In March, however, matters assumed a better

aspect, particularly in the manufacturing towns
of Lancashire and Cheshire. Thenceforward the

improvement was steady and constant
;
and though

still slow, was sufficiently perceptible to inspire

very general confidence in its continuance. In April
it was agreed that the Manchester trade was in a

better condition than it had been in for some years
before. It was observed, too, that good bills, of the

scarcity of which brokers had hitherto complained,
now became much more numerous. About the

opening of the summer quarter, money, which
at the beginning of the year had been but little in

demand for commercial purposes at 2 per cent, was
taken up rather freely ;

and a slight advance was
even made in the current rate of discount. Early
in May the revival of business had extended from the

cotton to the woollen trade
;
and before the end

of the summer the hardware manufactories and

potteries of Warwickshire and Staffordshire were

again in motion, and sharing the general increase

of employment.
And here it is worthy of observation, that as com-

mercial confidence rose, and the number and extent

of the daily transactions involving the payment of

money increased, the amount of Bank of England
notes in circulation was not increased, but dimi-

nished. In the week ending the 4th of February
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the amount was 21,344,000/. ;
and in the corre-

sponding week in August, only 20,247,000^. Simi-

larly, in the fourth week after the dividend day in

April it was 20,294,000^. ;and in the corresponding
week at the end of October, only 19,563,000^.

In July 1842 the decline of prices, generally, as

caused by the absence of a demand equal to the

supply, or any immediate prospect of it, may
be said to have reached nearly its lowest point.
It has been observed [ante, p. 49.] that at the
same period a large increase was taking place
in the amount of bank notes in circulation. This
increase continued with little variation till the

complete restoration of confidence, in the spring of

1843; and for the year ending July 1843, the

amount of Bank of England notes in circulation

ranged at an average level between three and four

millions above the average of the three years ex-

tending from July 1839 to July 1842. During
nearly the whole of the three years last mentioned,
the current rate of discount on unexceptionable
bills varied from 4^ to 6 per cent *

; while, in the

year ending July, 1843, it scarcely exceeded 2 per
cent.

An entire year of increased circulation, increased

so rapidly, and to such an extent, following three

years during which it had been so much reduced,
and accompanied by so great a fall in the current

rate of interest, might, if either the amount of the

circulation, or the rate of interest, or both, exercised

on prices any such influence as is often ascribed to

them, be reasonably expected to have exhibited

some signs of this influence in July 1843. But no
such signs are apparent.

It has already been stated that the general ten-

dency of prices down to near the close of 1842 was

* The current rate of discount for unexceptionable bills did

not fall so low as four per cent till about the end of February,
1842.

E 2
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a declining one. And if the price-currents of July
1843 be compared with those of the same period in

1842, it will be observed that, with few exceptions,
and those of little importance, prices were even
lower in July 1843 than they had been a year
before.

From the summer of 1843, forward, the general

aspect of commercial affairs was one of decided

prosperity.
And now, before proceeding further, it may be

useful to revert to the most prominent of the ap-

parent causes of the change observed to have taken

place at this period, as well on account of the in-

terest attaching to all such changes in this country,
as in relation to the bearing this change in parti-
cular may be fairly supposed to have had upon the

course of prices, and the state of the circulating

medium, in succeeding years.
The long duration of the season of depression

and want of confidence which set in in 1 839 had,
in 1842, prepared all parties to expect a change
for the better immediately on the occurrence of

favourable circumstances. And in the year last

mentioned events concurred, in a manner somewhat

remarkable, first to encourage, and afterwards to

aid in realising, the hopes which were thus in-

dulged.
The most important of these events, as affecting

the range of prices, not only of food, but of most
articles of general consumption, was, undoubtedly,
the abundant harvest of 1842, which was antici-

pated early in the summer, and got in about a

fortnight earlier than usual. The home supply of

corn was also aided in its effect upon prices, as has
been stated in the previous part, by a large

foreign supply.

Nearly simultaneously, and producing effects of

a similar character, came the general fall in the

prices of cattle. This was widely attributed at the
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time to apprehensions, entertained in the home
market, of the probable effect of the removal of the

prohibition of, and the levying of a moderate duty
on, the importation of foreign cattle, by the Tariff

of 1842. Fears of this kind no doubt existed, and
must have had some effect

;
but the true cause of

the great reduction in the prices of cattle in 1842
was of a much more substantial description there

was a very considerable increase of the home sup-

ply. In that year, the disease which had prevailed

among cattle in this country, during the three or

four previous years, gradually and completely
ceased. In September 1843 the stock of sheep in

Great Britain was stated, and generally believed,
to be unusually large ;

and that of horned cattle

and pigs to exceed, materially, the average of past

years ;
and all were declared, in the agricultural

reports of the time, to be, with few exceptions, in

remarkably good condition.

Nor were bread and meat the only articles of

food of which this year brought renewed abun-
dance : the supplies of tea, coffee, and sugar were
also very much increased

;
and the prices reduced

in proportion.
And when it is added that the supplies of nearly

all the more important of the raw materials of our

principal manufactures, as cotton, flax, hemp,
timber, tallow, and iron, were larger in 1842, and
their prices lower, than they had been for several

years immediately preceding, and it is remembered
that the satisfactory settlement of the Chinese war

opened to us, in the last quarter of 1842, the

double prospect of an addition to the revenue*,
and of new and extensive markets for the sale of

our staple products, the rapid revival of the home
trade during the eight or nine months following
will appear anything but inexplicable.

* By the 21,000,000 of dollars stipulated to be paid by the

Chinese within the three years following August 1842.
E 3
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The equally rapid reduction of the rate of in-

terest from 4^ per cent in the spring of 1842, to

barely 2 per cent in the spring and summer of

1843, appears to be sufficiently explained by the ac-

cumulation of surplus capital necessarily accom-

panying the scarcity of profitable employment for

it in previous years, by the release of hoards, and by
the revival of confidence in commercial prospects,
as the return of comparative prosperity became
evident.

The average amount of Bank of England notes

in circulation in 1843 was about 19,500,0007. ;
the

highest (monthly) average occurring in January,
when it was 21,100,OOOZ., and the lowest in June,
when it was 18,400,000/. The average amount of

Bank notes in circulation in the United Kingdom,
for the year, was about 35,700,000^. (or about

1,000,000/. higher than in 1842) ;
and its highest

and lowest points also occurred, respectively, in

January and June
; being 36,900,000^. in the for-

mer, and 33,400,000^. in the latter month.

1844. Excepting the dulness usually attending
the close of the year, the general increase of pro-
fitable employment for labour and capital, the in-

crease of the revenue, and the improvement of the

condition of the people, which marked the summer
and autumn of the year 1843, were continued with-

out abatement thenceforward, and during the whole
of the following year.

In the first months of 1844 the prices of the raw
materials of our chief manufactures were in most
instances lower, and in the rest quite as low, as

they had been at the same season for many years
before. There was a brisk and increasing demand
for manufactured produce, at home and abroad

;
and

the prevalence of full employment in every branch
of industry, with moderate prices for all the prin-

cipal articles of food, increased very considerably
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the demand for consumable commodities of every
description. Abroad, the trade opened with the

four new Chinese ports, the renewal of commercial
intercourse with the United States upon a sounder
basis of credit, and an increase of British exports to

Brazil, in view of the expiration of our commercial

treaty with that country in November, together
with the improved state of our commerce with the

continental countries of Europe, (resultingfrom their

having experienced a renewal of internal prosperity
in many respects similar to, and nearly simulta-

neous with, our own,) produced a rapid and steady

growth of every branch of the export trade.

The only movement observable in the markets
for produce during the earlier months of the year
was a tendency to advance in the prices of those

articles the consumption of which had been ma-

terially augmented in the latter months of 1843.

The renewed activity of our manufacturers, and the

consequent increase of the amount of capital cur-

rently devoted to the payment of wages, and thence

conveyed through the hands of the retail dealers

in payment for increased supplies of food, clothing,
household furniture, &c., the demand for which
had been reduced much below the ordinary level

during the previous years of depression, may be

distinguished as the most general of the causes of

this movement. The consequent rise of prices in

this direction, however, was but slight, and was

anything but universal.

It was in the markets for colonial produce, where,
in the first months of 1844, deficiency of supply,
actual or prospective, combined, in several promi-
nent instances, with the increasing demand, to cause

an advance, that the upward tendency of prices was
most remarkable, and attracted most attention.

The brokers' circulars of the period contained, as

of course, the usual references to the increased
E 4
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amount of the circulation
;
but the accompanying

statements of the altered relation of supply to de-

mand afforded, in almost every instance, a much
more ready and simple, and undoubtedly a much
more correct explanation of the phenomena ad-

verted to.

With a single exception, that of the China trade,
there was no appearance of speculation in the

markets for produce in 1844. Nor was the excep-
tion referred to palpable at the time, otherwise than
as a disposition to rely somewhat confidently upon
an immediate extension of the China trade greater
than, to the few persons in this country well in-

formed as to the probabilities of the subject, seemed

likely. So little to the purpose, however, was really
known in the commercial world, with any degree
of certainty, that those who embarked at once and

largely in the export trade to the new ports, could

scarcely have been said to hope too much, until the

experience and better information of the two

following years proved that they had done so.

This exception should therefore, perhaps, be re-

ferred to rather as an illustration of the prevailing
soundness and legitimacy of the commercial trans-

actions of the period, than as indicating anything
of a contrary character.

In the condition of the people, notwithstanding
a degree of improvement in the mass which made
itself palpable through every medium of observa-

tion and inquiry available to the public, there was

still, even at the close of 1844, a melancholy and

painful exception presented by the state of the
labourers in the agricultural districts. This was
of course attributed to the abatement of protective
duties on agricultural produce in 1842

;
and more

particularly to the low range of the prices of corn

during the two following years. But it may be
much more clearly traced, in the first instance, to
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the accumulating results of the interruption of the

customary migration from the agricultural to the

manufacturing districts, during the long and severe

depression of the latter
;
and secondly, though in a

much less degree, to the disheartening effect upon
the agricultural mind, of the prophecies of ruin

uttered by the advocates of protection, confirmed,
as to persons of limited observation these appa-

rently had been, by the fall in the prices of both
corn and cattle immediately after the session of

1842.

It is now abundantly obvious, as well from the

Annual Reports of the Poor Law Commissioners,
as from other and not less trustworthy sources of

information, that while the manufacturing districts

were being again [in 1843-44] brought into a busy
and prosperous condition, the purely agricultural

parts of the country were still burdened with the

population raised to supply the usual stream of mi-

gration to the Towns, and not drawn off during the

three or four previous years.
The low prices of agricultural produce were, as

has been shown, caused entirely by its comparative
abundance in the home market. And as neither the

system nor the extent of cultivation were materially
altered, and the improved state oftrade had certainly

enlarged the general demand for food, it is clear that

if employment was more scarce than usual for farm

labourers, its scarcity must have arisen from an
increase in their numbers

;
and that if their wages

were insufficient to procure the ordinary means of

subsistence, the prices of food being lower, there

must have been a reduction in the rate of wages.
That their numbers had increased in every agricul-
tural locality, there are good reasons for believing ;

and that the low prices of produce may have induced

many farmers, pressed by high money rents, to pay
to those they selected from the crowd competing
for employment lower wages than usual, is more
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than probable. But of the assertion, common at

the time, that the distress prevalent in the agri-
cultural districts in 1844 was caused by the reduced

prices of corn and cattle, there is really no evidence

whatever.

The complaints of want of employment for agri-
cultural labourers would probably have been even
louder and more frequent, as they would un-

doubtedly have been longer continued, than they
were, had not a new demand for field labour gra-

dually arisen during the summer and autumn of

1844, from the construction of new railways, con-

sequent upon the speculations of that year. This
additional demand does not seem to have had
much effect upon the purely agricultural districts,

whence, chiefly, the complaints were heard, until

the beginning of 1845
;
but after that period these

districts appear to have shared completely the re-

newed activity previously displayed elsewhere.

With some exceptions, already referred to, and
of minor importance in a general review of the

principal markets for produce, prices were in most
instances even lower at the end of the first six or

eight months of 1844, than at its commencement:
the supply ofthe more important articles ofconsump-
tion being found to be very generally beyond the

demand
; although the latter had materially in-

creased.

In the last three or four months of the year a

tendency to higher prices was observable in several

directions
;
but was, in each, readily traceable either

to a rapid consumption having much reduced

the stocks on hand, or to the prospect of a dimi-

nished supply in the year ensuing. In short, the

relation of supply and demand, actual or antici-

pated, affords, at this as at former periods, an ample

explanation of all changes in the market prices.

Of the supposed influence of an expanded, cur-

rency in raising prices, there was at this time cer-
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tainly no trace whatever. On the contrary, it

would be difficult to conceive an array of facts

better calculated to disprove the existence of any
such influence, than that presented by a state-

ment of the prices of produce, of the amount of

the Bank note circulation, and of the rate of in-

terest, concurrently, either in 1844 in particular, or

during the five years I have now passed in review
;

or even during any one or two of these years, in the

course of which any material change took place,
either in the circulation or the rate of interest, or

in the general level of prices. Indeed, to any one

regarding the facts by themselves, and altogether

independently of any preconceived theory and
not indisposed to deduce a general conclusion of so

much importance from a range of observation so

limited as that presented by a period of five years
the facts would rather suggest the converse of

the currency theory, exhibiting, as they almost in-

variably do, prices rising coincidently with the re-

duction of the circulation, and as regularly falling
when its amount is increased.

By way of placing in the clearest light the results

of a comparison of the prices and the circulation of

the period referred to, a,nd more particularly of

the earlier and the later parts of it, it may be use-

ful to present somewhat more in detail the con-

dition of each in 1841 and in 1844.

The average amount of Bank of England notes

in circulation in 1841 was about 17,000,000^. ;

and the average amount of the bank note circu-

lation of the United Kingdom in the same year
was probably about 35,800,000/.* In 1844 these

average amounts were increased respectively to

rather more than 21,000,000^. in the one case, and

38,800,000^. in the other.

* This is the average of the last six months of the year ; the

returns not extending to an earlier period. See Appendix,
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The Bank rate of interest in 1841 was 5 per
cent

;
and in 1844 it varied from 4 down to 2^ per

cent.

The market rate of interest, on discount of un-

exceptionable bills, ranged in 1841 from 5 to 4^
per cent, and in 1844 from If; to 2^ per cent.

The following were the prices of the principal
articles of produce, other than corn, in July and
November in each year.

!
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two years barely exceeded 2 per cent per annum,
or less than half its previous amount, prices, instead

of being higher, were, with hardly a solitary ex-

ception, considerably lower than at the former

period.
No amount or ingenuity of comment could add

to the force of the argument against the supposed
influence of the amount of the bank note circulation,
or of the rate of interest, upon prices, conveyed by
a simple statement of these facts.

SECTION 2. On the same Phenomena, from the

Autumn of 1844 to the Close of 1847.

On the 2nd of September 1844 the Bank Act
of that year came into operation. The reasons

offered for imposing the peculiar restrictions em-
bodied in this measure will be considered in the

next part. It need be noticed here only with
reference to one of its most obvious practical effects,

as seen in the subsequent operations of the Bank.
It was a favourite boast of the advocates of this

measure, frequently reiterated" at the period of its

discussion in parliament, and which at the time

made no slight impression upon the public mind,
that its immediate result would be to deprive the

Bank at once of the power and the responsibility of
"
regulating the currency." The issue of notes

being placed under the new restrictions, the Bank
was to be placed, with reference to all its other

business, in a position as free as that of any other

banking company: the only responsibility of the

Directors, thenceforward, being to the proprietors of

bank stock
;
and their only duty

" to make as much
as they could

" of the capital at their command.
That the Directors were prepared to carry out the

spirit of the Act by the line of conduct so autho-
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ritatively pointed out to them, became apparent

very soon after the Act came into operation. A few

days afterwards (on the 5th of September) they
issued a notice offering to discount bills of the

highest class not having more than ninety-five days
to run, at 2^ per cent, and notes at 3 per cent.

In March 1845 the rate was announced to be

2^ per cent for both bills and notes : a rate lower
than they had ever before adopted.

At the same time (March 1845) another change
was made, small in itself, but highly significant of

the altered position of the Bank under the Act of

1844. The rate of interest announced was declared

to be a minimum rate
;
and this form of notice has

been adhered to ever since.

The importance of these steps in the reduction

of the rate of interest, and of the subsequent con-

duct of the Bank in the same direction, with re-

ference to the state of the circulation during the

following years, will be abundantly manifest as we

proceed.
When the Act of 1844 came into operation the

market rate of discount for commercial bills of the

highest character was about 2J per cent
;
but it

then exhibited a tendency to rise. The Bank, there-

fore, under the notice of the 5th of September, came
into open competition with the large bill-brokers

;

and the immediate effects were, first, a decided

check to the increase of the market rate of interest,

already begun, and, secondly, a considerable addition

to the amount of private securities in the banking
department.
One of the most important circumstances bearing

upon the state of the money market at this period
was the commencement of that disposition to spe-
culate in the construction of new railways which
was carried so far in the following year. Early in

1844, when the restored prosperity of trade was no

longer doubtful, and the rate of interest had for
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about a year and a half, been under 3 per cent,
the attention of the public was strongly attracted

to the favourable results of the investments made
in the principal lines of railway then in operation.
That the system might be extended with equal

profit seemed highly probable, particularly when

regard was had to the unusually low prices of iron,

and other needful materials, and when it was also

considered that the experience gained in the con-

struction of the existing lines had suggested im-

provements likely to reduce, considerably, for the

future, the outlay in the first instance. Accordingly,

during the spring and summer of that year, while

the shares in most of the old lines rose considerably
in value, many new companies were projected. In

September 1844 prospectuses of more than ninety
new schemes were before the public, avowedly
requiring for their completion an aggregate amount
of capital not much short of 100,000,000/. sterling ;

and the number continued to increase down to the

end of the year.

1845. In the last months of 1844, arid for some
time afterwards, frequent complaints were heard
of losses incurred upon importations from abroad.

The commodities imported in that and the previous

year, in exchange for the increased quantity of

goods exported, were found, with one or two excep-
tions (among which were timber and sheep's wool),
so far to exceed the demand for them, home and

foreign, that in very many instances the prices
obtainable not only left no profit to, but entailed a
loss upon, the importer ;

and hence, notwithstand-

ing an increased rate of consumption, prices at the

opening of 1845 ranged, generally, quite as low as,

or even lower than, at the beginning of the previous

year.

Early in the spring the commencement of several

new lines of railway, in different parts of the
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country, gave additional employment to the class

of agricultural labourers
;
and thus silenced theo

last complaints of want of work resulting from the

past season of depression.
When Parliament met, the petitions for the re-

quisite powers for the proposed new railways served

to give further publicity to the schemes themselves.

The uncertainty attending the passage of the bills

through the ordeal of legislative discussion, while it

strongly excited the hopes and fears of those im-

mediately concerned, seemed also to impart a new
charm to the speculation itself. The number of

speculators increased rapidly ;
and as the demand

for shares thus increased, the number of new lines

projected kept pace with it, till, as the summer ad-

vanced, nearly every part of the country was in-

tersected with imaginary lines, and almost every

person who had either capital or credit engaged in

the purchase and sale of railway shares.

In August, after the fate of the bills before Par-

liament had been decided for the session, the spe-
culation assumed all the apparent characteristics of

a mania. Symptoms of an approaching revulsion

were, however, then clearly discernible. It was re-

marked by the least observant, that the lapse of a

few months had introduced among the speculators
a great number of persons who acted Avithout

reference to any hope of profit on the completion
of the undertakings in question, or, indeed, to any-

thing whatever but the speculative opinions con-

cerning them most current, for the moment, in the

share market. Thus shares were commonly, in-

deed almost invariably, bought, not for permanent
investment, but with a view to a speedy sale at an
inordinate profit. And there is reason to believe

that almost the only real buyers of shares after the

middle of August, and during the few weeks in

which the speculation rose to its climax, were per-
VOL. mi. F
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sons of limited means, and of still more limited

information on the subject, who were tempted to

speculate by instances of enormous gain apparently
realised by the fortunate adventurers who had been
earlier in the field.

From this point forward the speculation dege-

nerated, as might be expected, into a variety of

the worst species of gambling. As long as the

class of persons last referred to continued to come

forward, the prices of shares continued to rise
;
and

if we may rely, with any degree of confidence, upon
numerous subsequent revelations, the inflated con-

dition of the share market was at this time very
extensively sustained by the report of transactions

either entirely fictitious, or designed only to deceive

ignorant and unwary speculators.

During the first six months of 1845 every item
in the accounts of the Bank of England had pre-
sented a remarkably regular and satisfactory ap-

pearance. The bullion increased steadily from

14,800,000/. in the first week of January, to

16,600,000/. in the last week of June; while the

circulation, with the exception of the usual expan-
sion after the payment of the dividends, varied but
little from an average level of about 21,000,000^.
And the Bank note circulation of the United King-
dom was similarly undisturbed.

The Bank rate of interest remained at 2J per
cent, and that current in the market, for first class

bills, was nearly the same, being occasionally a trifle

lower.

About the middle of September there was a per-

ceptible, though slight, rise in the current rate of

interest, and it continued till about the middle of

October ;
when the rate of discount for first class

bills ranged from 3J to 3| per cent. On the 16th

of October the Bank rate was advanced to 3 per
cent.

The general increase of the rate of .interest at
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this time was attributed, and not without apparent
reason, partly to the arrangements in progress for

providing the large amount (about 14,600,000^.)

required to be deposited with the agents of the

Government in London, Edinburgh, and Dublin, on
behalf of the subscribers to the numerous railway
schemes about to be submitted to Parliament, and

partly to the first pressure of the additional calls

made on account of the lines which had been sanc-

tioned in the previous session.

The rise went on till, in November, the current

rate was 4^ per cent. On the 6th of that month
the Bank rate was raised to 3J per cent.

But the crisis of the railway fever had already
come.

The first increase of the Bank rate of interest in

October, though it left the rate still somewhat
below the general level of the market, excited

much attention, and some uneasiness. Before the

end of October an anxious desire to realise at the

high prices then current, manifested itself among
the shareholders in railways to an extent that was
termed a panic. Prices declined

; great numbers of

persons who had bought only in the expectation of

a still further rise, and who had no guide in their

speculation but the share lists of the day, hastened

to sell
;
and the decline increased in rapidity, till,

in less than a fortnight, the prices of shares in most
of the lines, old and new, were reduced below the

level at which they had stood two or three months
before

;
and the share markets established in every

large town in the kingdom, which had for several

months been filled with crowds of eager specu-

lators, were almost entirely deserted.

It was at this period, when public confidence in

the permanence of the value of railway shares was
shaken and declining, and speculation had ceased,
that the circulation of the Bank of England, and

F 2
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that of the Country Banks, reached respectively
their highest points during the year.

The markets for produce in 1845 did not share,
in the slightest degree, the speculative spirit so

prominently displayed in the markets for railway
shares, and also, though in a minor degree, in some
other and similar fields of enterprize. The price
of iron, indeed, and of some other articles of less

general importance, required in railway construc-

tion, rose steadily, and somewhat rapidly, from the

autumn of 1844, when the ascertained and probable
demand began to exceed materially the means of

supply at the command of the producers, till the

summer of the following year, when, under the sti-

mulus (continued during some six months) of high

prices, and a very large prospective demand, the

means of supply had been very much extended. In

September 1844, the current price of British bar

iron was 5. 55. to 51. 10s. per ton
;
and the price

had not varied materially from this level during the

two years previous. In March 1845 the price had
risen to Wl. 10s. per ton. At this point it re-

mained for a few months, and then declined, rang-

ing during the remainder of the year at from
SI. to 9/. per ton. There was also a slight general

tendency, during the latter half of 1 845, to an
advance of the prices of some of the raw materials

of our manufactures the consumption of which
had most rapidly increased, and also in the prices
of some of the principal articles of colonial pro-

duce, more particularly sugar and coffee, the

quantities of which entered for consumption in

1845 greatly exceeded those of any former year.
The price of tea would doubtless have been simi-

larly affected had not the importations been enor-

mously increased by the inability of our merchants
to obtain any other eligible return for the ad-

ditional quantity of British goods recently exported
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to and sold in China, or had the home demand not

been checked by a high duty.
The Bank note circulation reached in November

1845 the highest weekly average amount it attained

during the eight years under review. The markets
for produce, generally, at this period, exhibit, how-

ever, nearly as many instances of the fall as of the

rise of prices ;
and in every instance of movement,

in either direction, the amount of the stocks on

hand, the prospects of their renewal, and the extent

of the current demand, will be found to afford,
when taken together, a complete explanation of the

changes observed.

1846. The increased price of the most neces-

sary articles of food during the autumn and winter

of 1845-46, and the uncertainty prevalent as to

the adequacy of the supply of corn in the country
to meet the additional demand thrown upon it by
the failure of the potato crop, checked, for a time,
the demand for articles of secondary necessity. The
markets for produce were, during the winter and

spring, remarkably quiet : buyers and sellers being
alike unwilling to act upon the future, and prices

varying but slightly, and only in accordance with
immediate and tolerably well founded anticipations.

The terms of the advances by the Bank remained

unaltered, (the minimum rate of interest being 3^
per cent,) while the rate current out of doors con-

tinued to advance, till about the end of February
1846, when the process of collecting and paying
in the deposits on account of projected railways
was completed, and when the current rate reached
5 per cent.

From June till November 1845, the exchanges
with the continent were gradually and on the whole

considerably depressed ;
and the bullion in the Bank

fell during the same period from 16,500,000/. to

13,000,000/. But during the four months extend-

F 3
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ing from the beginning of November 1845 to the

beginning of March 1846, the exchanges were

rising ;
while the amount of bullion in the Bank

slowly increased
;
and the circulation, allowing for

periodical variations, was steadily falling.

After March 1846, the current rate of interest

for first class bills declined gradually, till in Sep-
tember it scarcely exceeded the Bank rate of 3 per
cent. At the same time the bullion was increasing
rather rapidly (reaching 16,200,000/. in the first

week of September) ;
while the circulation preserved,

with but little variation, the lower level it had
fallen to early in the year.

The following figures show the amount of the

circulation and the bullion, in the fourth week after

each dividend day, from the summer of 1845 to that

of 1846.
Circulation

(including Post Bills). Bullion.

1845. Week ending Augt. 9th. 22,500,000 a 15,600,000
Nov. 15th. 22,500,000 13,500,000

1846. Feb. 7th. 21,300,000 13,300,000

May 9th. 21,300,000 13,800,000

Aug. 8th. 21,200,000 15,900,000

The progressive decline of the rate of interest,

between the spring and autumn of 1846, from 5 to

3 per cent, with the accompanying, though com-

paratively slight, diminution of the amount of

Bank notes in circulation, seems, however, to have
had no more effect upon prices than similar changes
are observed to have had before.

The markets for produce, generally, during the

spring and summer of 1846, were in a remarkably
quiet and uniform condition, the consumption of

nearly all articles of common use being fully sus-

tained at the high level reached in the previous year.
In the autumn of 1846 circumstances arose

which in a few weeks materially changed the

aspect of commercial affairs at home and abroad.

The almost total failure of the potato crop, the
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deficiency of the grain crop on the Continent, the

comparatively small stocks of grain in this country,
and the rapid rate at which the consumption had
been proceeding for more than a year, combined
to render it extremely probable that a large foreign

outlay would be necessary to secure an adequate

supply of food during the coming year.
The uneasiness created in the public mind by the

anticipation of such an outlay, and its probable con-

sequences, had a depressing effect upon the markets
for produce during the last two or three months of

the year.
From the middle of September to about the first

week in November the exchanges were depressed,
and the bullion in the Bank fell from 16,200,000/.
to 14,700,000^. The exchanges then became more

favourable, and the stock of bullion increased, though
not more than is usual during the last few weeks of

the year. The change, however, served to allay the

uneasy feeling with which the public had begun to

regard the previous drain
; and, as the demand in

the home market for articles of general consumption
was found not to be nearly so much affected as the

high prices of food had led importers and producers
to expect, the markets assumed a more animated

appearance as the opening of the new year ap-

proached.
The prospective scarcity of cotton led, in De-

cember, 1846, to some considerable purchases being
made on speculation ;

but an advance of price
commensurate with the estimated deficiency of the

supply having been established, and the rate of

consumption proportionately checked, the move-
ment quietly subsided. One or two other articles

of importance, as tallow and hemp, of which the

supply, already short, was deemed likely to fall

much below the current demand in the ensuing
year, also rose considerably in price during the

last months of the year; but in no instance did

r 4
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the advance exhibit any symptoms of what is

usually termed speculation. In every instance it

was gradual ;
and in most it was amply justified

by the event.

1847. In January 1847 a variety of circum-

stances combined to induce a pressure upon the

money market. Railway calls upon British lines,

and on foreign lines, shares in which were exten-

sively held in this country, were becoming im-

mediately due to an amount estimated, in the

aggregate, at not less than 6,000,000/. The ex-

changes with the continent, and especially with

Russia, again showed a decidedly adverse tendency.
Difficulties which had for some time previously
beset the Bank of France had now come to a

crisis
;
and the measures found requisite to sustain

the credit of that establishment began to operate

upon this country. And at the same time the

prospect of still higher prices for corn, and of very
large importations before the next harvest, with
the ascertained deficiency of the supply of cotton,
and the expectation, at this time becoming general,
that the drain of floating capital for railway con-

struction would eventually prove too heavy for the

diminished resources ofthe country, tended strongly
to produce among the mercantile classes a vague
feeling of apprehension.
On the 14th of January the minimum rate for

discounts at the Bank was raised from 3 to
3tj per

cent, and on the 21st to 4 per cent. The rapid
diminution of the bullion, and the higher rate of in-

terest current out of doors, afforded an abundant

explanation of these steps ; yet they excited con-

siderable alarm.

The bullion, which at the end of January had
fallen to 12,900,000/., continued slowly to decrease,

chiefly by exportation to France and the United

States, during February and the first three weeks of

March. Thenceforward 'the drain proceeded more
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rapidly till the week ending the 24th of April, when
the bullion in the two departments had fallen to

9,200,000?. : showing a loss of nearly six millions

in four months. *

Between the 2nd of January and the 24th of

April, the reserve in the banking department was
reduced from 8,920,000?. against liabilities to the

amount of 18,795,000?. to 3,383,000?. against lia-

bilities exceeding 12,600,000?.
The market rate of interest continued to advance.

On the 8th of April the minimum rate at the Bank
was raised to 5 per cent

;
and during the latter

period of the drain the terms of the advances and
discounts were gradually restricted, till in the third

week of April it was understood that only bills of

the first class, due in May and June, were dis-

countable at so low a rate as 5^ per cent
;
those

running into July being charged 6 per cent, and

many being altogether rejected: the Directors having
determined that only a limited amount should be

* Here it may be useful to advert to certain financial opera-
tions on the part of the Russian government, which had the

effect of relieving, in some degree, the monetary pressure pre-

vailing in this country, and in France, in the spring of 1847.

The only securities of a nature readily available, held by the

Bank of France pending the embarrassment of that establishment

in the last months of 1846, consisted of 3 percent, rentes to the

amount of 50,000,000 of francs. These were not sold, the

influence of the government having, it is supposed, been used

to avert the sale, as likely to affect injuriously the terms of a

public loan then in contemplation. Early in March, an offer

was received by the Bank of France from the Russian govern-
ment, to purchase the whole of these securities. A conference

took place between the Russian Charge d'Affaires, the minister

of France, and the Conseil General, and a transfer was ac-

cordingly made, on the llth of that month, at the price then

current. At this time, a loan of a million sterling granted by
the Bank of England to the Bank of France in January, still

remained due ; and the credit thus raised at St. Petersburgh in

favour of the latter (upwards of 1,500,OOOZ.) became conve-

niently available for meeting heavy drafts from the north of

Europe upon France and England, for corn supplied to both, as

well as for large supplies to the latter, at unusually high prices,
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discounted, however unexceptionable the bills, and
however high the credit of the party offering them.
This last circumstance the entire rejection of bills

without reference to their character it was, which

brought on the extreme severity of the pressure in

April.

During the first four months of the year the

markets for produce (excepting the districts of the

cotton manufacture, in which business was checked

by the high price of the raw material) were, gene-

rally, in an active and prosperous condition, the

demand for home consumption being, throughout,
well maintained.

The pressure upon the money market in the

spring of 1847 may be said to have attained its

greatest severity in the last week of April. At
this time the effect of the violent contraction of its

advances by the Bank was seen in the stoppage of

the transmission of bullion to America. A consider-

able amount in gold, which was on the point of being
shipped (and even some that had been actually

placed on board) was withdrawn, and applied to

the making of payments in this country.
In the following week, however, it was observed

that the bullion in the Bank was increasing ;
and

it was understood that the Directors were affording
increased accommodation making advances on

of hemp, flax, and tallow, the stocks of which articles in this

country were much reduced at the end of 1846.

The operation above described would appear, however, to

have been only a part of one much more extensive, and having
for its object the substitution of interest-bearing securities for

a portion of the large stock of bullion held in reserve against
the government paper money of Russia. About the end of

April, there was received in this country a copy of an imperial
ukase (dated 31st March 1847) by which it was decreed that of

the 1 1 4,000,000 of silver rubles then forming
" the bullion capital

of the department of credit billets,"
" a sum should be set apart

to the extent of 30,000,000 of silver rubles for the gradual

purchase of public securities, llussian and foreign, at home and
abroad."
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Stock and Exchequer Bills, and discounting bills

not having more than ninety-five days to run, at

5 and 5J per cent.

Thenceforward, during May, the pressure gra-

dually abated
;
and at the end of that month the

bullion had risen to 10,100,000/., while the cir-

culation, which at the end of April had been

20,600,000/., had fallen to 19,400,000/.
On the 7th of May the Chancellor of the Exchequer

announced that the rate of interest on the Exche-

quer Bills falling due on the 21st [amounting to

9,000,OOOZ.] would be raised from 2d. to 3d. per
diem, and that a discount of 5 per cent would be
allowed upon so much of the remaining instalments

of the Irish loan (of 8,000,000/. contracted for at

the beginning of the year) as should be paid up
before the period stipulated. During the greater

part of the month of May the discounts and ad-

vances of the Bank were made freely at rates vary-

ing from 5 to 5^ per cent
;
but the rate current out

of doors, which had been since January higher than
that charged by the Bank, ranged, for short bills of

the highest character, at about 6 per cent. On the

4th of June the Chancellor of the Exchequer an-

nounced that payments on account of the Irish loan

had been made in anticipation to the extent, in

the aggregate, of 2,678,000^. Thenceforward the

rate of interest declined
;
and the money market

remained in a comparatively quiet condition
;
the

Bank extending its advances as usual before the

dividend day in July, and discounting short bills

freely at 5 per cent.

Early in July the exportation of bullion to

America was renewed
;
and about the same time a

considerable fall took place in the exchanges with
the continent

;
and the repayment of the advances

made by the Bank during the previous six weeks

having increased the demand for accommodation,
the rate of interest again rose, and continued to
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rise, though slowly, during the remainder of the

month.
The accounts of the Bank for the week ending

the 31st of July showed a diminution of the bul-

lion, during the four weeks preceding, of about
a million : and on Monday the 2nd of August it

was resolved, at an extraordinary meeting of the

Directors, that only bills having less than one month
to run should be discounted at 5 per cent, those

having not more than two months to run at 5^,
and all of longer date (not exceeding ninety-five

days) at a minimum rate of 6 per cent. On the

following Thursday the minimum rate was raised

to 5J per cent.

At the beginning of August, though the drain to

America continued, the exchanges with the con-

tinent were, and had been for a week or two, im-

proving ;
and during the three following weeks

the bullion remained very nearly stationary at

9,200,000/. ;
that being also about the lowest amount

it had fallen to in April.
The market rate of interest continued to range,

with little variation, about one per cent higher
than the minimum rate at the Bank.

Before the end of August the high rate of interest

was very severely felt by all whose current business

required the aid of credit
;
and as it became evident

that no relief was to be expected even from the

assurance of an abundant harvest, complaints
became general as to the large amount of capital

being sunk in the construction of new railways ;

and various propositions were made and discussed

for reducing the demand in this direction
;

but
without any practical result.

The markets for produce remained undisturbed

from the beginning of the year down to the month
of September: the demand for home consumption

continuing rather active than otherwise, and the

deficiency of the foreign demand in Europe for
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articles of export from this country being largely
made up by increased orders from America and the

Mediterranean.

Besides the commercial failures which took place

during August in connection with the sudden fall

in the price of corn, and which are adverted to in

the previous chapter, several other large failures

occurred early in September, among which were
those of Gower, Nephews and Co., and Reid, Irving
and Co.

;
and before the end of the month, five or

six other firms of scarcely inferior magnitude,
besides many houses of less importance, in London
and the country, were added to the list.

On the 2nd of September the minimum rate of

interest at the Bank had been reduced, preparatory
to the usual advances at this period, from 5^ to 5

per cent
;
and in the following week the circulation

was at the lowest point it reached during the year,
viz. 18,600,000/. ;

the bullion being 8,900,000/.
In the second week of September affairs in the

money market assumed an appearance of much
doubt and alarm

;
and the failures before men-

tioned were followed by others, in rapid succession,
down to the end of November.
And here, after nearly twelve months of mone-

tary pressure, gradually increasing during the

greater part of the time, and at the commencement
of some six weeks of the utmost discredit and

distrust, with the circulation lower in amount than
it had been at any time since the summer of

1842, and a rate of interest current higher than
had prevailed at any former period within the

eight years now under review, it may be worth

while, once more, to refer somewhat particularly to

the state of prices. The following table contains

the prices, in London, of all the most important
articles of produce in the second week of September
1847, and also at the same period in each of the

two years immediately preceding. With the ap-
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pended statement of the concurrent variations of

the Bank of England circulation, and the rate of

interest, it may be left to speak for itself.
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observed that they are all comprised in one or both

of two classes : that they were either articles, the

prices of which had been declining for some
time previously, from an excess of supply, as com-

pared with the current demand, (and therefore

could not but continue to fall, when the general de-

mand was still farther diminished,) or such as,

having been largely held upon credit, were forced

upon the market, in considerable quantities, under
the monetary pressure. The instances of lower

prices not obviously comprised in either of these

classes are less remarkable
;
and they are clearly

traceable either to a corresponding change in the

relation of supply to demand, or to the necessity to

raise money by extraordinary methods for immediate

purposes which has lately been felt by wholesale

dealers of every denomination.

But, however the general reduction of prices

during the period in question was actually brought
about, it is abundantly evident that it cannot be

attributed, in any degree, to a diminution of the

amount of bank notes in circulation : for this

amount was considerably greater in October and

November, than in July and August. If the ave-

rage amount of the notes of the Bank of England,
or of all the banks of issue in the United King-
dom, in the hands of the public in any given num-
ber of weeks following the dividend day in July,
be compared with the average in a similar period
after the dividend day in October, it will be seen

that the latter was, by much, the higher of the two.*

* The average amount of Bank of England notes in cir-

culation in the six weeks ending the 14th of August 1847 was

19,600,000/. ; and in the six weeks ending the 20th of No-
vember it was 20.900,000^. There was a corresponding varia-

tion in the aggregate Bank note circulation of the United

Kingdom ; which, in the month ending the 14th of August,
amounted to 34,500,000^, and in that ending the 6th of No-
vember, to 36,700,000/.
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If the range of prices were dependent upon the

amount of the Bank note circulation, the former

should have been higher, not lower, in November
than in July ;

whereas the fact is to the contrary.

6th Dec. 1847.
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PART III.

A GENERAL REVIEW OF THE CURRENCY QUESTION
IN ITS VARIOUS PHASES FROM 1797 TO THE CLOSE
OF 1809.

INTRODUCTION.

THERE cannot be a stronger proof of the diffi-

culties which surround the subject of the currency,
than that which is afforded by the present state ofthe

controversy relating to it. After all the discussion

the topic has undergone during the half century
which has elapsed since the suspension of cash pay-
ments, it presents, apparently, as wide a field as

ever of debateable ground. There are still the fol-

lowing vexed questions the meaning of the words
"
money,"

"
currency,"

"
depreciation,"

" excessive

issues," the test or standard by which excess and

depreciation are to be determined and measured
;

the power of over-issue of a note circulation by
the country banks and the Bank of England ;

and
the causes which influence the foreign exchange,

or, in other words, whether an adverse balance

of foreign payments has its origin in, and is in-

dicative of, a redundancy of the currency, or is

to be accounted for on mercantile grounds, irre-

spective of the amount of the circulation, and,
mutatis mutandis, of the opposite state of things.
On all these points, and some minor ones, there

exists still as wide a difference of opinion as pre-
vailed in the earlier discussions on the subject. Of
those discussions, and of the circumstances which

gave rise to them, an account has been given in the

former volumes of this work
;
but a brief recapitu-

lation of some of the principal points raised by them
VOL. IV. G
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will be found to be desirable, as being calculated

to throw light upon the present state of the con-

troversy; and, indeed is, in some degree requisite,
for reasons which I shall have occasion to advert

to presently.

Previously to the suspension of cash payments,
by the Bank of England in 1797, questions of

money and currency, in their more general bear-

ings, had been very little a subject of public in-

terest or discussion. On the occasion of the great

recoinage of silver, in 1696, there was an animated

controversy between Mr. Locke and Mr. Lowndes
as to what should be the denomination and

standard, when Mr. Locke's opinion in favour of

the maintenance of the standard at its full weight
of metal, according to the Mint regulations then

existing, prevailed, and was acted upon. For some

years afterwards, difficulties arose in adjusting the

relative value of the gold coins to the silver
;
and

Sir Isaac Newton, the master of the Mint, made an
elaborate report, according to which the value of

the guinea was finally fixed at 21 shillings, or as 1

to 15'07. In the middle of last century, Hume's

Essays on Money and Trade were published ;
and

being written with all the charms of his popular

style, and presenting, as they did, new and philo-

sophic views of the nature and functions of money
and paper credit, they attracted attention at the

time, and have ever since been occasionally referred

to, as authority, on some of the topics discussed

in them. But the opinions expressed in them are

for the most part crude, and the conclusions are in

many instances very loosely drawn. Sir James
Stewart's treatise on Political Economy, published
in 1767, contained a great deal of miscellaneous

information relating to the circulation of coin and

paper, both in this country and abroad
;
but it

disclosed no general views of the principles upon
which variation in their value depended.
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It was reserved for Dr. Adam Smith to lay
down and explain, in an admirably lucid style, the

fundamental principles by which the value of coins

and paper credit is determined, and ought to be re-

gulated. The doctrines on the subject developed
in the great work entitled " the Wealth of Nations "

were at once received, and formed the established

creed, leaving little room for dissent or discussion,
till the great disturbing causes towards the close

of last century came into operation. Under the

pressure of those disturbing causes, (which have
been detailed in the first volume of this work,) the

Bank of England was compelled to suspend its

payments in cash, and the controversy arose which
with few intervals has continued to the present
time.

G 2
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CHAPTER I.

THE PERIOD FROM 1797 TO 1819.

SECTION 1. On the Progress of the Discussion

from 1797 to 1809.

IT is a prevalent opinion among those who have
of late years taken part in the currency con-

troversy, that little of public notice or attention

was directed to the state of the circulation from
the date of the Bank restriction till the occurrence

of the circumstances that gave rise to the appoint-
ment of the Bullion Committee in 1810.* The im-

pression to this effect is, however, hardly correct.

The fact of the suspension of cash payments in

1797, and the restriction bill then brought in,

naturally gave rise to animated debates in parlia-

ment, and to a host of pamphlets. When, however,
it was found, not only that no depreciation had
taken place as an immediate consequence of that

measure, but that the exchanges were more in

favour of this country than they had been at any
former period of the century, and that the Bank
was in a condition, if required or allowed, to re-

sume its payments in cash, little or no further

attention was directed to the subject.
On the occurrence of a combination of cir-

cumstances at the close of 1799, which I have
in a former volume described f, and which had
the effect of producing a sudden and great fall

* Sir R. Peel, in his elaborate speech of the 6th of May 1844,
on the occasion of introducing the Bank bill of that year,

observed, that " from 1797 to 1810, public attention was not

much directed to this important subject."

f Vol. I. pp. 240, 241.
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in the exchanges, and a low range of them for

two years, the attention of the public was again

strongly drawn to questions on the state of

the currency. Mr. Boyd, at the close of 1800,

published a letter addressed by him to Mr. Pitt,

ascribing the whole of the fall in the exchanges,
and the rise in the price of provisions, to excessive

issues of Bank of England notes. This publication
excited considerable notice, and gave occasion to a

great deal of discussion. It drew forth answers,

among others, from Sir Francis Baring, and Mr.

Henry Thornton. The treatise by the latter, en-

titled "An Inquiry into the Nature and Effects of

the Paper Credit of Great Britain," is in every way
a remarkable work. It was the subject of an
article by the late Mr. Horner, in the Edinburgh
Review for October 1802

;
and the tribute therein

paid to the great merit of Mr. Thornton's tract, and
the prefatory remarks by which the notice of it is

introduced, have so direct a.bearing upon the pre-
sent discussion, that I am induced to insert the

following extracts.

" The progress of commercial philosophy has been much
accelerated by the writings of practical men of business. In

that, as well as in the other departments of civil knowledge, it

is only from the actual course of affairs that the statesman can
derive his maxims of policy, or the speculative enquirer deduce
the conclusions of his science ; but the habits of both are in-

compatible with a personal knowledge of detail. It is necessary
that the labour of accumulating particular facts should be

separated from the more liberal task of generalising these into

principles ; and that they who are qualified to combine larger
views should be furnished by the minute accuracy of others,
with descriptions in which they may confide. In England,
which is the native country of political economy, works con-
tributed by professional men form a large deposit of authenti-

cated facts. For these we are primarily indebted to that diffused

literature which multiplies the demand for varied information,
and has already liberalized the practitioners in almost every
work of industry. But the greater number of these publications
have been suggested by such occasional events in the fluctuation

of our commercial prosperity, as rouse a general interest and

G 3
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direct the curiosity of the public to that quarter of the great
machine in which the derangement is supposed to have taken

place. It is in this manner that every period of dearth has

contributed, in some degree, to alleviate subsequent years of

scarcity by the instruction which it yielded against popular

prejudice. More numerous tracts, in which alone the detailed

history of our foreign commerce can be traced, at least during
its earlier progress, appear to have been prompted by the

frequent disturbance which the balance of exchanges suffered

from the alternatives of war and peace. The immediate con-

sequences of the South Sea scheme, and of the many wild

projects that raged about the same time, were somewhat com-

pensated by the more distinct knowledge which they ultimately
furnished with respect to the bounds of commercial adventure.

It was in a similar manner, from the embarrassments occa-

sioned in the reign of King William, by the reformation of the

coin, that our politicians first derived a clear and steady light
on the subject of metallic circulation. And the operations of

that curious system, by which the use of precious coin is now
almost superseded, remained in a great measure unknown to

all but the bankers and traders of London, until the suspension
of cash payments at the Bank of England produced that co-

pious information which, in various forms, has been communi-
cated to the public. Of all the publications which that momen-
tous event has occasioned, the most valuable, unquestionably, is

this of Mr. Thornton. With no ostentatious professions, and
with no admixture of superfluous matter, it contains the largest

portion of new information that has for a long time been offered

to them, who, either for the pleasures of speculation, or with a

view to public life, are engaged in the researches of public

economy." (Edinburgh Review, No. 1, Oct. 1802, p. 173.)

The concluding sentences of the article are pecu-

liarly entitled to attention, as conveying, in language
the most clear and definite, an anticipation of the

course of events which, after an interval of several

years, rendered the subject of the currency perma-
nent among the questions of the time.

" We have expressed ourselves," says the reviewer,
" with

unaffected doubt with regard to this alleged dependence of the

present rate of prices on the present state of the paper cur-

rency, because it appears to us a problem of which a satisfac-

tory solution has not yet been offered. According to that

view of the question, indeed, which seems to us the most cor-

rect, as well as the most simple, a sufficient answer will be

assigned, if the excess of the market price of gold above its,

Mint price shall be found to continue, notwithstanding the
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permanent restoration of the balance of trade to its accustomed

preponderancy in our favour. In the meantime we should

be glad to see the fact itself, of which the origin and cause are

thus anxiously sought, perspicuously stated under its necessary
distinctions and limitations. It may, perhaps, be in the power
of those who have paid attention to such minute but valuable

details, to date the first appearance of this recent increase of

prices, and to trace its progressive diifusion over all the rela-

tions of internal exchange. In such a statement it would be

necessary likewise to specify in what proportion this rise is

locally confined to our own island, or common to us with the

Continent of Europe ;
and to distinguish in what proportion

that local rise consists of a real increase in the bullion price, and
of a nominal increase only in the currency price." (p. 201.)

The whole of the article evinces a degree of know-

ledge of the subject quite extraordinary, consider-

ing the period at which it was written. This, with
the comprehensive views unfolded in the paper, and
the philosophic spirit which pervaded it, gave pro-
mise of the eminence which the writer of it subse-

quently attained. While, however, offering my
humble tribute to the great merit of the publications
here referred to, I must guard myself against being
held to agree with all the doctrines of any of them.

A work of considerable importance on the subject,

by Lord King, appeared not long after these. It is

entitled,
"
Thoughts on the Effects of the Bank

Restriction," and was published in May 1803. There
is in the Edinburgh Review for October, 1846,
a very able and interesting article on " Lord For-

tescue's Memoir of the Speeches and Writings of

the late Lord King." In referring to the above-men-

tioned treatise, the reviewer, Mr. Senior, observes :

" "When this publication appeared, we had not the report of

the Bullion Committee. We had not Mr. Ricardo's pamphlets.
The subject had not been considered year after year, in and out

of parliament, by the ablest men, theoretically and practically,
in the kingdom ; and, above all, we had not the experience of the

sixteen years which followed." And he adds,
" It contains so

full and, in the main, so true an exposition of the theory of

o 4
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paper-money*, that, after more than forty years of discussion,

there is little to add to it or to correct."

With some qualifications and reservations, I am
disposed to concur in the praise bestowed by the

reviewer on this work. It was, with the other two

publications here noticed, far in advance of the

knowledge of the public on the subject. Each of

these three writers affirms the principle of a me-
tallic standard

;
and their doctrine of the circum-

stances affecting the foreign exchanges agrees, in the

main, with that which is now generally received.

The subject was again comparatively little at-

tended to in the interval between the spring of 1803
and 1809, because, during that period, notwith-

standing the renewal of the war between this coun-

try and France, the currency was in a quiescent
arid apparently satisfactory state

;
there being little,

if any, depreciation indicated by the price of gold,
or by the foreign exchanges. This state of things
is referred to and correctly described by the very
able writer of the article in the Edinburgh Review,
on the Speeches and Writings of the late Lord

King, before referred to.

The reviewer, while justly extolling Lord King's

general views on the subject of the currency,
and on the objectionable character and tendency of

the act for the restriction on cash payments, ques-
tions the reasons assigned by the author for affirm-

ing the existence of a depreciation ; namely, the

price of bullion and the foreign exchanges.

" Lord King then proceeds to state two reasons for affirming
the existence of a depreciation. These are, the price of bullion

and foreign exchange.
" The argument founded on the price of bullion is the least

satisfactory part of the work. In the first place, he takes the

price of silver instead of gold as the test of depreciation ; but

* I shall have occasion hereafter to notice the use of the

term paper-money.
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silver is not the English standard. When Lord King wrote, it

could be legally tendered only in payment of sums under 257.;

and in fact it never was so abundant as to be employed, except
as small change. To state that the Mint price of silver was
5s. 2d., and the market price was 5*. Id., was merely to state

that the relative values of silver and gold had altered since they
were assumed by the Mint. A rise in the price of gold bullion

might have been really important ; but Lord King does not

seem to have perceived, or, if he perceived, he has not clearly

stated, that when we speak of the value of the metal which is

itself the standard of value, we, in general, merely express the

number and weight of the pieces into which a given quantity of

it is coined. When we say that gold sells for 31. 17*. \()\d. an

ounce, we do not mean that it sells for that amount of gold, of

silver, and of copper, but that in return for forty pounds of

gold, the Mint gives 1869 pieces of equal fineness, weighing
also forty pounds ; or, in other words, that forty pounds of gold
are coined into 1869 sovereigns. This is the state of things
when coin and bullion are equally exportable by law, when
the coin is of full weight, and the Mint charges nothing for

coinage. Coin and bullion must then be of precisely equal
value, and cannot measure one another. We might as well

talk of the weight of water in water, or of the value of lead in

lead, as of the price of gold in gold. Were an ounce of gold to

fall one-tenth of its present cost of production, or to cost ten

times as much labour as it does now, still, while the regulations
of the Mint are unaltered, it will be worth 31. 17 s. 10d.

" Of course, laws may be enacted by which coined money
may be made more or less valuable than bullion. If the Mint
demand a seignorage, it may be more valuable. If it be for-

bidden to melt or export it, it may be less valuable. This was
the law in 1803, and had been so for centuries before. When-
ever, therefore, the exchanges were against us sufficiently to

allow the export of specie, bullion became rather more valuable

than coin. In 1810, the difference was about 4s. per ounce.

The market price of exportable gold was 90*. per ounce, and
that of gold the product of British coin, and therefore not ex-

portable, 86*. In May, 1803, and for more than a year before,
and a year after, no prices of gold are returned by the Mint :

but on the 13th of April, 1804, the first quotation which occurs

after the date of Lord King's publication, when the notes of

the Bank of England amounted to 17,494,640^., the price of

foreign, and therefore exportable, gold was 41. per ounce, and
does not appear to have risen above that price for several

years. Now, as the difference between 41. and 31. 17*. LO^d.
is less than the difference between the value of exportable and

non-exportable gold, we are inclined to consider the price of

gold between 1804 and 1808 as evidence rather against than

in favour of depreciation.
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" We now come to Lord King's other ground for affirming
an existing depreciation the state of the foreign exchanges.
The second edition of his work is dated the 20th of March,
1804

;
the exchange on Hamburgh was then 35. 4. ; that on

Paris was 25. 2. Now, these rates deviate so little, if indeed

they deviate at all, from par, that they oifer in themselves no
evidence of depreciation.

" Lord King, therefore, was forced to argue, that, unless our

currency were depreciated, the exchanges between England and
the Continent must be in our favour, and that their being so

low as par, therefore, was evidence of depreciation."******
" But though Lord King's general views were sound, and in

some respects original, the inference which he drew, in the

case before him, was manifestly unwarranted. The reader will

recollect, that, when he wrote, the exchange on Hamburgh
was 35. 4., and on Paris 25. 2. But 25. 2. was higher than it

had ever been since the autumn of 1790, and 35. 4. was higher
than that of 1792, which averaged little above 34., and higher
still than that of 1795, which was below 33. As there could

have been no depreciation before the Restriction Act, the com-

parison of the exchanges of 1804 with those of 1791, 1792, and

1795, though it may not exclude the possibility of depreciation,
is certainly unfavourable to it.

" The last evidence of depreciation mentioned by Lord King,
is,

' the general increase of prices, and diminution of the value

of money.' He does not dwell on it, but rather alludes to it

as a well-known fact, than as a premise requiring to be proved.

Many commodities must at that time have risen in price, if our

currency had continued metallic. Some, in consequence of their

having been made the subjects of specific taxation, others from
the interruption of commerce diminishing the supply, and others

from the wants of war, or of preparation for war, increasing the

demand. Such a rise, however, would have been partial. On
the other hand, a rise of price, occasioned by a depreciation of

the currency, must of course have been general : it must have
added a per centage to all the other causes of price. At the

time of which we are speaking, many important commodities
were below their average price. Wheat, for instance, was,

January 1. 1803, - 57*. Id.

July 1. 1803, - - 60*. 4d.

January 1. 1804, 52s. 3d.

July 1. 1804, - - 525. Id.

To show the reduction of prices of other com-

modities in 1803 and 1804, the reviewer refers to

quotations from vol. ii. of this work,
"
History of

Prices," p. 397, and then goes on to observe:
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" The reader will suspect, from all that we have said, that

we do not admit the generally received doctrine of a deprecia-
tion of British currency, coexistent with the whole period of

the restriction of cash payments. We believe, with Mr. Tooke,
that depreciation did not begin until the latter part of the year
1808. The merits of Lord King's work are, that he early per-
ceived the tendency of the Restriction Act. That he saw the

inadequacy of the limits which the Bank directors assigned to

their issues. That he urged, with a force and a clearness which
have not been surpassed, the necessity of returning to cash

payments ; and that he based his practical recommendations in

theories generally sound, and frequently original ; and that he
did this at the age of twenty-eight. Its defects are, that he
was too ready to believe that what was probable must also be
true. That, finding that certain effects were likely to be pro-
duced, he inferred, on insufficient evidence, that they had been

already produced. In short, that he turned what ought to have
been merely a prophecy, and as a prophecy was an instance of

great sagacity, into a positive statement.
" As we cannot explain the moderation of the Bank during

the first five years of the restriction, by imputing to its di-

rectors a knowledge of the principles by which their issues

ought to have been regulated, we think that Mr. Tooke's mode
of accounting for it must be adopted : namely, that they ad-

hered to the routine of their establishment, and that that rou-

tine accidentally preserved them from a conduct to which they
were exposed by their neglect of the foreign exchanges and
the price of bullion.

" This routine was to discount, at five per cent., first-rate

bills having a short period to run, and founded, as we have

seen, on a real transaction. But on such bills five per cent,

discount was a very high rate of interest. In ordinary times

they may be discounted at three or two and a half, or even
two per cent. The public therefore did, in the words of the

directors, control the issues of the Bank, on the terms im-

posed by the Bank ;
it did not ask for more than the Bank

could supply, without materially affecting the value of its

notes." {Edinburgh Revieiv, No. 170, p. 315.)

I have been induced to insert this long extract,
not only because it conveys, as far as it goes, an
accurate description of the state of things in the

interval under consideration, but also because it

confers the sanction of the high authority of the

reviewer in favour of the correctness of the account

of it contained in the earlier part of this work.

There will be occasion for me to notice hereafter
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some views of the writer of the article just quoted
regarding the state of things between 1808 and

1814, as to which I cannot concur with him. In
the mean time, reverting to the period from the first

suspension of cash payments to the latter months
of 1808, being an interval of nearly twelve years,
there are one or two other considerations bearing
on the question of the currency, which it may here

be proper to touch upon,

SECTION 2. On the Steadiness of the Exchanges, and
on the Variations in the Prices of Commodities,

during the first twelve Years of the Restriction.

It certainly is a striking fact, that for so long a

period after the Restriction Act, so uniform a value

of the currency and of the amount of the circula-

tion should have been preserved. The exchanges
were (with the exception of two years from the au-

tumn of 1799 to that of 1801, when the most violent

disturbing causes acted upon them large importa-
tions of corn, and an enormous expenditure abroad

by the government) as high as they had been on an

average of the 96 years, or of any consecutive ten

years, of the last century, preceding 1797. The price
of gold, with the same exception, did not exceed
4/.

; being a depreciation, according to the strict

definition which I admit, of between 2 and 3 per
cent. Even this small difference, which, in a prac-
tical point of view, is hardly worth mentioning,
would not have existed if the Bank had riot need-

lessly held out 4:1. as its minimum price for all the

gold that might be offered.

This, of itself, is a curious fact
;
and no attempt

has ever been made to explain it by the vast ma-
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jority of those who, under the influence of the cur-

rency theory, or of the Birmingham school, write

or talk of the period of the Bank restriction as

having been characterised in its whole course by
abundant or excessive issues of paper money, and

consequent depreciation.
Another fact, which is partially noticed in the

preceding extract, relating to the prices of commo-
dities during the interval in question, is, that sugar
and coffee, and other articles of colonial produce,
and of Baltic produce, wheat, and provisions of all

kinds, attained very high prices between 1795 and
1801

;
and that these and all other articles had

experienced nearly if not quite their greatest ele-

vation of price before the end of the first six

months of 1809. I shall have occasion to notice

this fact more at large a little further on. In

the mean time, I may quote, as a striking in-

stance of the profound want of knowledge which

prevails, as to the state of things at that period,

among persons who, from their station and their

having occasion to speak on the subject in Parlia-

ment, might reasonably be expected to have at least

some little information about it, the following pas-

sage in the speech of Mr. Goulburn, in answer to

Mr. Hawes's motion of amendment on the second

reading of Sir Robert Peel's Bill (13th June,
1844.)

" At the time that the suspension of the Bank
"

first took place, there was not at first a perceptible
"

rise in prices: it came gradually on. The rise in the
"
prices of articles was not perceivable ; but at length

" the value of gold,/rom the redundancy of the paper
"

circulation, rose in price ;
so that, instead of its

"
being 31. 17s. 10d., it was at last above 51."

That the Minister of Finance should know so

little, or absolutely nothing, of the real state of

things, or should have the impression of a state of
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them so opposite to that which really existed, must
be matter of just surprise ; especially seeing that the

phenomena of the period in question are fertile in

considerations and suggestions relating to finance.

SECTION 3. On the comparative Magnitude of the

Advances by the Bank to the Government during
the same Period [1797-1809].

There is yet one more fact to be observed upon
in connection with the period now under considera-

tion, viz., that the excess of the advances by the Bank
to the Government, over and above the amount of
Government deposits, from the period of the suspen-
sion of cash payments in 1797, to the year 1811,
was actually smaller in amount than the same excess

during the seven years preceding that event. The

following figures, founded upon ofncial returns*,

represent the average surplus of public securities

over public deposits, during the years indicated.

Average Surplus of Public

Years, both Securities over Public

inclusive. Deposits.

1780 - 1784 - 4,841,000
1785 - 1789 -

2,335,000
1790 - 1796 -

5,664,000

1797 - 1803 - 5,364,000
1804 - 1810 - 4,146,000

* Lords' Reports, 1819, Appendices, A 5 and A 9, and Bank
Charter Report of 1832, Appendices, No. 24 and No. 5.

There is no specific return of the private deposits prior to

1807 ; but it is known that up to, and for a long time sub-

sequent to that date, they did not exceed about 1,000,000/.
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In the Bullion Report of 1810 is the following

passage :

" Your Committee have had an account laid before them of

advances made by the Bank to Government on Land and Malt,

Exchequer Bills, and other securities, in every year since the

suspension of cash payments ; from which as compared with

the accounts laid before the Committees of 1797, and which
were then carried back for twenty years it will appear that

the yearly advances have, upon an average, since the suspension,
been considerably lower in amount than the average amount of

advances prior to that event ; and the amount of those advances
in the last two years, though greater in amount than those of

some years immediately preceding, is less than it was for any of

the six years preceding the restriction of cash payments."

This fact is partially referred to in the Lords'

Report of 1819. But the comparison there insti-

tuted is between the amount of the securities and
the amount of the circulation. The passage is as

follows :

" From the year 1790 to the year 1797, when the Restriction

Act passed, the amount of advances made by theBank to Govern-

ment, and of the notes outstanding on the 25th of February in

each year, was as follows :

1790
1791
1792
1793
1794
1795
1796

Bank Notes.

10,217,360

11,699,140

11,349,810

11,451,180

10,963,380
13,539,160

11,030,110

Advances.

7,908,968

9,603,978

9,839,338

9,066,698

8,786,514
11,114,230

11,718,730

" The amount, therefore, of advances to Government does

not appear to have borne, for some time previous to the Re-
striction Act, a much less proportion to the total amount of

notes outstanding, than the advances since 1814 have borne to

the notes issued in corresponding periods."

The following statement of the amount of the

Government deposits, or balances in the hands of the

Bank, I received, in 1829, from my late lamented

friend, Mr. Pascoe Grenfell, who had been at some
trouble to prepare it from documents previously
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laid before Parliament; and I took occasion to

insert it in a letter to Lord Grenville, which I

published in that year :

In 1800, the aggregate average was - ,6,251,488
In 1806, ditto - - 12,197,303
From 1806 to 1817, the amount fluctuated be-

tween - 11 & 12,000,000
Now the average of the advances by the Bank to

Government, from 1806 to 1810, both years
included, amounted to - - 14,492,970

Average of public money in the hands of the Bank,
about 11,500,0007., from which are to be de-

ducted about 500,000/. for unclaimed dividends,
these having been deducted from the amount of

the Bank advances - - 11,000,000

Leaving the actual cash advance only about - 3,500,000

This comparative smallness of the advances to

Government completely negatives the supposition,
so commonly entertained and reasoned upon as a

point beyond doubt, that the Bank was rendered,

by the restriction, a mere engine in the hands of

Government, for facilitating its financial operations.
And whether this moderation in the amount of ad-

vances resulted exclusively from the forbearance

of Government in not requiring, or from the firm-

ness of the Directors in refusing, such accommoda-

tion, it equally tends (especially when combined
with the consideration of the large amount of trea-

sure in possession of the Bank during the greater

part of the restriction) to strengthen the presump-
tion, that the Government and the Directors of that

period were sincere in the declaration, that there

constantly existed, on the part of both, a reference

to the eventual resumption of cash payments.
It is only one, but not the least important, of

the instances of the unaccountable ignorance which

prevails, as to the circumstances of that period, that

this fact, of the comparative moderation of the

amount of the public securities for so long an in-
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terval seems to have been almost wholly overlooked
;

and that persons, otherwise well informed, still de-

claim upon the assumed fact of the Bank having,

by excessive issues, afforded undue facilities to

Government during the whole period of the sus-

pension of cash payments. And we constantly
hear such persons talk of a depreciation of bank
notes of 20 or 25 per cent, as characterising the

whole or the greater part of that period. It is in

truth only to the interval between the autumn of

1808 and the summer of 1814 that the most

striking phenomena of the great depression of the

exchanges, and of the high price of bullion, were
confined

;
with the exception, which I have before

alluded to, of the two years from the close of 1799
to that of 1801.

SECTION 4. On the Progress of the Discussion from
1809 'to 1811.

Towards the close of 1808, and through the whole
of 1809, the exchanges fell, and the price of bullion

rose considerably, under the combined influence of

large importations of corn, and raw materials of

manufacture, and naval stores, and of remittances

of an unusual amount to the continent of Europe
for subsidies, and for the maintenance of our own
armies abroad. This great fall in the exchanges, and

consequent rise in the price of bullion, naturally
attracted attention

;
but was not brought pro-

minently into notice till the appearance of Mr.
Ricardo's first pamphlet,

" The high Price of Bul-

lion a Proof of the Depreciation of Bank Notes."*

Early in the session of 1810 the subject was

brought under the consideration of the House of

* The introduction to the first edition is dated Dec. 1. 1809.

VOL. IV. H
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Commons, and a committee, afterwards known as
" The Bullion Committee," was appointed to in-

quire into the causes of the high price of bullion.

The appointment of this committee is thus noticed

by Sir Robert Peel, in his Speech of the 6th of May,
1844:

" In 1810 men of sagacity observed that the ex-
"
changes had been, for a considerable period, un-

" favourable to this country more unfavourable
" than could be accounted for by the balance of trade,
" or the monetary transactions of the country. A
" committee was appointed to inquire into the
"

subject."
This passage of Sir Robert Peel's Speech is here

quoted, as leading, by the words which I have marked
in italics, to the inference, that he adopted not only
the general principles laid down in the Report, esta-

blishing the fact of depreciation, but the reasoning
in it, tending to show that that fact could not be ac-

counted for by the balance of trade, or the monetary
transactions of the country. Now this is the point
which was and is still contested by those who,

agreeing in the general principles laid down in that

report, deny that there were circumstances corrobo-

rative (in addition to the high price of bullion) of the

fact of depreciation.
The Report of the committee was printed, and

presented to the House of Commons on the 20th

June, 1810, the day before the prorogation, and

consequently too late to admit of the subject being
then discussed.

A very able pamphlet, on the bullion side of the

question, by Mr. Huskisson, entitled,
" The Ques-

tion respecting the Depreciation of our Currency
stated and examined," appeared soon after.

There was a host of publications, as might natu-

rally be supposed, in opposition to the Bullion Re-

port; not only dissentingfrom the explanation there-

in given of the cause of the fall in the exchanges,
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and the high price of bullion, but denying the prin-

ciple of a metallic standard denying consequently
the existence of depreciation, and maintaining the

doctrine contended for by the Bank Directors, that

their issues could not be in excess as long as they
were confined to the discount of bona fide bills not

having more than sixty-one days to run. The only

pamphlet, however, of any importance, or that at-

tained any considerable circulation on the side op-

posed to the Bullion Report as to all points, was

entitled,
" Practical Observations on the Report

of the Bullion Committee, by Charles Bosanquet,

Esq."
The Report of the Bullion Committee was made

the ground for a set of sixteen resolutions, moved
in the House of Commons, on the 6th May, 1811,

by Mr. Horner, the chairman of that committee;
the last of these resolutions being, in pursuance of

the recommendation in the Report, to make it im-

perative on the Bank to resume cash payments at

the end of two years. A counter-set of resolutions

was moved by Mr. Vansittart
;
the third of them

being the memorable one,
" That the promissory

" notes of the Bank of England have hitherto been,
*' and are at this time held to be, equivalent to the
"
legal coin of the realm." The rival resolutions of

Mr. Vansittart, including this last, which has been
a standing topic of ridicule ever since, were carried,
on the 9th of May, by a majority of 151 to 75

;
and

in the division on the sixteenth resolution, proposed

by Mr. Horner, affirming the necessity of resum-

ing cash payments within two years, the numbers
were still more in favour of the Government

; being
180 to 45.

In the House of Lords a discussion on the cur-

rency took place in consequence of steps that had
been taken by Lord King, requiring his tenants,

holding leases granted before the assumed beginning
n 2
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of the depreciation, to pay their rent either in guineas
or in Portugal gold coin of equal weight, or in Bank-

of-England notes sufficient to purchase the weight
of standard gold requisite to discharge the rent.

This proceeding of Lord King was made the ground
for a bill brought in by the late Lord Stanhope,

making it illegal to pay or to receive gold at more
or less than its nominal value. The bill passed
both Houses in July, 1811

;
and thus terminated, as

far as regarded any particular interest taken in it at

that time by the public, the controversy relating to

the currency, till 1819.

SECTION 5. On the Opinions of the Bullion Com-
mittee on the Phenomena of the Circulation in

1809-1811.

As the Bullion Report was noticed by Sir Robert

Peel, in his introductory Speech in May, 1844, and
as the state of things connected with the currency,
at the period of the Report, was referred to and
commented upon by Mr. Hawes, and by some of

those members who followed him in, the debate on
his motion of the 13th of June, 1844, it may be

worth while to make a few remarks on the contro-

versy to which that Report and the pamphlets of

the time gave rise in 1810 and 1811.

Mr. Ricardo's pamphlet preceded the Report.
His exposition of the theory of the currency was
that upon which the more scientific part of the con-

troversy turned ; and as the theory so expounded
seems to have been implicitly adopted by Sir Robert
Peel (with an exaggeration, however, in suppos-

ing the possible depreciation of strictly convertible

paper), an examination of it is of importance with
reference to the views which led to the measure of

1844.
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There is, in the Edinburgh Review for February,
1811, an article, written, I have reason to believe,

by the late Mr. Malthus, under the title
" De-

preciation of the Currency," containing a critique,
in my opinion, so just, as far as it goes, of Mr.
Ricardo's theory, that I am induced to insert here

some extracts from it.

" The great fault of Mr. Ricardo's performance is the partial
view which he takes of the causes which operate upon the

course of exchange.
* * * He attributes

a favourable or unfavourable exchange exclusively to a re-

dundant or deficient currency, and overlooks the varying
desires and wants of different societies as an original cause of

a temporary excess of imports above exports, or exports above

imports.
" To point out more explicitly the effects of these partial

views on the reasoning of Mr. Ricardo, we will quote his

criticism on a passage in Mr. Thornton's work on paper credit,

in which the error of his principles appears in a very striking

light :

" Mr. Thornton had stated, in substance, that a very un-
favourable balance of trade might be occasioned in this country
by a bad harvest ; that there might be, at the same time, an

unwillingness in the country to which we were indebted to

receive our goods in payment, and that under these circum-
stances the balance due must be paid for in part by bullion.'

On this statement Mr. Ricardo observes, that ' Mr. Thornton
has not explained to us why any unwillingness should exist

in the foreign country to receive our goods in exchange for

their corn ; and it would be necessary for him to show, that

if such unwillingness were to exist, we should agree to indulge
it so far as to part with our coin. If we consent to give coin

in exchange for goods, it must be from choice, not necessity.
We should not import more goods than we export, unless we
had a redundancy of currency which it therefore suits us to

make a part of our exports. The exportation of coin is

caused by its cheapness, and is not the effect, but the cause, of
an unfavourable balance. We should not export it if we
did not send it to a better market, or if we had any commodity
which we could export more profitably. It is a salutary re-

medy for a redundant currency ; and as I have endeavoured
to prove that redundancy or excess is only a relative term,
it follows that the demand for it abroad arises only from the

comparative deficiency of the currency of the importing country
which there causes its superior value.' This reasoning Mr.

H 3
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Ricardo applies equally to the stronger case of the payment of

a subsidy to a foreign power.
" Now, we would ask what necessary connection there is

between the wants of a nation for unusual importations of corn,
occasioned by a bad harvest, or its desire to transmit a large

subsidy to a foreign power, occasioned by a treaty to that

effect, and the question of redundant or deficient currencies ?

Surely such wants or desires might occur in one or two coun-

tries, where immediately previous to their existence the pre-
cious metals circulated, as nearly as possible, on a level. And
the unwillingness of the country to which the debt is owing, to

receive, in payment, a great quantity of goods beyond what it

is in the habit of giving orders for, and consuming, stands

much less in need of explanation than that a bad harvest, or

the necessity of paying a subsidy in one country, should be

immediately and invariably accompanied by an unusual demand
for muslins, hardware, and colonial produce, in some other,

We know indeed, that such a demand will to a certain degree
exist, owing to the fall in the bills upon the debtor country,
and the consequent opportunity of purchasing its commodities
at a cheaper rate than usual. But if the debt for the corn or

the subsidy be considerable, and require prompt payment, the

bills on the debtor country will fall below the price of the

transport of the precious metals. A part of the debt will be

paid in these metals, and a part by the increased exports of

commodities. But, as far as it is paid by the transmission of

bullion, this transmission does not merely originate in redun-

dancy of currency. It is not occasioned by its cheapness. It is

not, as Mr. Ricardo endeavours to persuade us, the cause of

the unfavourable balance, instead of the effect. It is not merely
a salutary remedy for a redundant currency : but it is owing
precisely to the cause mentioned by Mr. Thornton the un-

willingness of the creditor nation to receive a great additional

quantity of goods not wanted for immediate consumption,
without being bribed to it by excessive cheapness ; and its

willingness to receive bullion the currency of the commercial
world without any such bribe. It is unquestionably true, as

stated by Mr. Ricardo, that no nation will pay a debt in the

precious metals, if it can do it cheaper by commodities ; but
the prices of commodities are liable to great depressions from
a glut in the market ; whereas the precious metals, on account

of their having been constituted, by the universal consent of

society, the general medium of exchange, and instrument of

commerce will pay a debt of the largest amount at its nominal

estimation, according to the quantity of bullion contained in

the respective currencies of the countries in question. And
whatever variations between the quantity of currency and
commodities may be stated to take place subsequent to the

commencement of these transactions, it cannot be for a moment
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doubted that the cause of them is to be found in the wants and
desires of one of the two nations, and not in any original re-

dundancy or deficiency of currency in either of them.
" The same kind of error which we have here noticed per-

vades other parts of Mr. Kicardo's pamphlet, particularly the

opening of his subject." (Edinburgh Review, Feb. 1811,

pp. 343345.)

And, a few pages further on, the same line of

criticism is thus continued :

" One of the principal faults which we have remarked in

almost all the writers who are unfavourable to the Bank Re-
striction is, that they have not made sufficient concessions to

the mercantile classes, in some points, where they appear to

have truth on their side. We have already adverted to the
error (confined, however, principally to Mr. Tlicardo, and from
which the Report is entirely free) of denying the existence of
a balance of trade, or of payments not connected with some

original redundancy or deficiency of currency. A practical
merchant must, to be sure, be extremely surprised at such a

denial, and feel more than ever confirmed in his preference of

practice to theory. But there is another point in which also

almost all the writers on this side of the question concur, where,

notwithstanding, we cannot agree with them, and feel more
inclined to the mercantile view of the subject. Though they
acknowledge that bullion occasionally passes from one country
to another, from causes connected with the exchange, yet they
represent these transactions as quite inconsiderable in degree.
Mr. Huskisson observes, that ' the operations in the trade of
' bullion originate almost entirely in the fresh supplies which
* are poured in from the mines of the New World, and are
'

chiefly confined to the distribution of those supplies through
' the different parts of Europe. If this supply were to cease
'

altogether, the dealings in gold and silver, as objects offoreign
'

trade, would be veryfew*, and those of short duration.'
" Mr. Ricardo, in his reply to Mr. Bosanquet, refers to this

passage with particular approbation.
* * Now,

though we are perfectly ready to acknowledge, that an un-
favourable exchange has a tendency to right itself, without the

transmission of the precious metals, and that the transmission

of a moderate quantity has a considerable effect, yet we cannot

believe that these transactions are altogether either few in

number or small in amount. If the precious metals did not

* The experience of 182829, 18301832, 1839, and 1847,

abundantly disproves the correctness of this remark.

H 4
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pass from one country to another, in consequence of the state

of the exchange, the varying necessities of these countries

would frequently raise the rate of the exchange very far above
the expense of transport ; and it would be impossible for the

debtor country to make its payments at the time promised.
But if the precious metals do pass readily from one country to

another from this cause, we cannot help thinking that the same

varying desires and necessities must render these transactions

not very unfrequent. Every peculiar failure or peculiar abun-
dance of produce, in any of the states of the great mercantile

republic, every subsidy to be paid or received, and every
movement of a considerable army from one country to another,
must almost inevitably give some employment to. the bullion

trade : and when the level of the precious metals has been in

some degree destroyed by these necessary operations, the bul-

lion dealer is again called into action to restore the balance.

But not only on such occasions as these does bullion pass from
one country to another, but it is well known that most states,
in their usual relations of commercial intercourse, have an
almost constantly favourable exchange with some countries,
and an almost constantly unfavourable one with others. And
Dr. A. Smith has justly observed, that bullion forms, in general,
the most convenient medium for carrying on the various round-
about foreign trades of consumption which a country finds it

necessary to engage in, and is, in consequence, greatly used
for this purpose. It appears, then, that in the most permanent
and ordinary relations of countries with each other, the bullion

trader will always have something to do. Edinburgh Review^
Feb. 1811. pp.361, 362.)

Mr. Ricardo, in an Appendix to a new edition

of his Pamphlet, wrote an answer to the article (here

quoted) of the Edinburgh Review. This answer,

however, contains little more than a repetition, in

varied forms of expression, according to the phrase-

ology peculiar to the theory in question, of the

axiom that gold will not be exported unless it is

cheaper than any other commodity; assuming, con-

sequently, the fact to have been, that all commodities
were at that time dearer in this country than they
were abroad, relatively to gold. The misapprehen-
sion of the facts of the case, involved in this view
of them by Mr. Ricardo, was participated in by the

other eminent persons Avho took the same side in
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the controversy. Mr. Huskisson, for example, in

his Pamphlet, which was published soon after the

appearance of the Bullion Report, assumes, as im-

plicitly as the rest of the Bullion Committee, the

existence of a fact not only not true, but the reverse

of the truth, viz. that prices of commodities had
risen in the two years preceding the date of either

the Report or the Pamphlet. This assumption he
makes in arguing against the assertion of the anti-

bullionists, that gold had become dearer on the

Continent
;
and he asks,

" Dear in exchange for what ? For the gold coin of the

Continent ? Such an assertion would be ridiculous. Dear in

exchange for any depreciated paper ? This is very probable
in several parts of the Continent, but is surely not the criterion

to which we shall be referred. Dear in exchange for all other

commodities ? Is this a fact ? Where is the evidence of it ?

Are cloths, corn, iron, or any other leading articles, twenty
per cent, cheaper on the Continent than they were if paid for

in gold ? Certainly not. And if they were so on the Con-
tinent, has not the drain lasted long enough to bring matters
to a level, and produce the same effect in this country ? Has
the price of commodities in this country fallen within these two

years f Is not the contrary notoriously thefact ?" (Questions

concerning the Depreciation, fyc., p. 90., edition of 1831.)

This total misapprehension, and consequent misre-

presentation, of the actual state of things connected

with the prices of commodities at that time has

been forcibly pointed out by the late Mr. James
Deacon Hume, in one of the letters under the sig-
nature H. B. T., which he addressed to the editor

of the Morning Chronicle in January 1834, and
which were afterwards published as a pamphlet.
Mr. Hawes (who alone, of all those members Avho

took part in the debate on his motion of the 13th

June, appears to have possessed any accurate know-

ledge of the state of things connected with the

currency at the period of the Bullion Report),
when questioning the correctness of the prevalent
notion of the depreciation of Bank notes during the
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suspension of cash payments, referred, in support
of his view, to the opinion of Mr. J. I). Hume on
the subject, and gave a short extract from that

publication. As the authority of Mr. Hume, who
was contemporary with and an accurate observer

of events connected with the commerce of the

country at that period, is entitled to carry great

weight on this point, I am induced to quote from
his letters the following passage :

" It may be observed, that no statistical tables o'r accounts

have been introduced into these letters. There has been no
need of them, because I have founded all my positions upon
great leading facts which are notorious to all the public. The
fact I am about to bring to the recollection of the reader is of

this description, / mean the ruinously low prices of our ma-

nufactures and of our colonial productions under the operation,

against England, of the ' Continental system
'

during the last six

years of the war. Prices are high or low only by comparison ;

but then it is material to consider what are the proper objects of

comparison according to the purpose of the inquiry. For our

present purpose we are to compare the English prices with the

contemporaneous foreign prices
*

; and, in doing so, we need
not aim at any great accuracy, because the foreign prices of

all those descriptions of goods which we held in the greatest
abundance were so much above the English prices, that if we
were to take them at only half the amount, the excess would
still be enough to have given the exporter an enormous profit
over and above what he got by taking gold, even if he could

have bought gold with his Bank notes at the Mint price.
I mean to assert that the prices of sugar \ and coffee, for in-

* No mistake can be greater than comparing the prices of

those times with subsequent prices. Note by Mr. Hume.

f Mr. Hawes having, in his speech of the 13th June,

1844, quoted this passage, Mr. Goulburn, as Chancellor of the

Exchequer, considered it incumbent on him to reply ; but

the only point of the quotation that he seems to have caught
was the word "sugar;" and his answer, according to the

report in the "
Times/' was to the following effect :

" The
honourable gentleman (Mr. Hawes) agreed with the principles
laid down by the Bullion Committee; but then he did not

agree with them in their opinions respecting prices ; and he
referred to the price of sugar, at the time the Bullion Com-
mittee made its report, for the purpose of showing that the
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stance, on the Continent, computed in gold, were four or Jive
times higher than their prices in England computed in Bank
notes. I am speaking of the times of the Berlin and Milan
decrees and the British orders in council of the times of the

licence system and of the blockade system of the times in

which the French chemists discovered sugar in beet-root, and
a substitute of coffee in chicory, and when the English grazier
tried experiments upon fattening oxen with treacle and molasses

of the times when we took possession of the island of Heli-

goland, in order to form there a depot of goods, to facilitate, if

possible, the smuggling of them into the north of Europe, and
when the lighter descriptions of British manufactures found their

way into Germany through Turkey. It will be remembered that

the French decrees declared, on one hand, that no vessel should

enter a continental port if she came from England, or even had
touched at England ; on the other hand, our orders in council

declared that no ship should go to the Continent unless she came
from England. Whatever might be the military merit of this

mode of retaliation, its commercial effect against ourselves was
most pernicious. Our fleets had complete possession of the seas

at that time, and they compelled every ship they met to make
for a British port. The consequence was, that almost all the

merchandise of the world accumulated in our warehouses, where

they became impounded, except when some small quantity ivas

released by a French licence, for which the merchants of Ham-
burgh or Amsterdam had, perhaps, given Napoleon such a sum
as forty or fifty thousand pounds. They must have been

strange merchants, according to the bullionists, to have paid
so large a sum for liberty to carry a cargo of goods from a
dear market to a cheap one. What was the ostensible alter-

native the merchant had ? Literally this either to buy
coffee at 6d. per pound in Bank notes, and send it to a place
where it would instantly sell at 3*. or 4s. a pound in gold ! or

to buy gold with Bank notes at 51. an ounce, and send it to a

place where it would be received at SI. 17*. lO^d. an ounce.

paper at that time was not in excess. Let them, he said, see

what was the price of sugar at that time. In consequence of

the naval predominance of England at that very time, this

country had the command of the sugar market. To show this,

he need but refer to the fact, that at the time the English army
entered into France ' the English and sugar,' it was expected

by the people in the South of France that the advance of the

English would have brought to them a reduction in the price
of sugar." A precious specimen of the knowledge and reason-

ing of some of the prominent supporters of Sir Robert Peel's

measure !

*
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A man might as well pretend to deny all Buonaparte's vic-

tories, or even that there ever was such a person, as attempt
to deny that such was the state of our intercourse with the
Continent during the reign of the decrees. It is too absurd,
of course, to say literally and distinctly that the gold was
remitted instead of the coffee, as a preferable mercantile opera-
tion ; and yet if it was not so, under some explanation which I
am totally unable to conjecture, what becomes of Mr. Huskis-
son's advice to the Sank, to draw in a number of their notes,
in order to reduce the price of the coffee to the sum at which it

would le a preferable remittance to gold. I have never been
able to extract out of all the writings of the bullionists but
one description of reasoning which could even seem -to approxi-
mate to the shadow of an answer to this objection. I will

state it, and expose its futility. They began by showing that

all the human laws that ever were made have proved ineffec-

tual in preventing the precious metals from finding their way
out of the country, which debases its circulating medium ; or

into the country, which contracts its circulating medium, in

even a small degree, within the amount which is consistent

with the preservation of its intrinsic value. This is perfectly
true ; and, in proof of it, it would be easy to show that the

natural tide of the precious metals did really set in strong

upon England through the whole of the time in question.
There was not a place in the globe at which we could gain
access with some goods, as a valuable consideration, from
whence the gold and silver did not spontaneously flow to us;

and there was not a country in the world in which so large
a quantity of desirable goods could be obtained for an ounce

ofgold as in England. But the error which these good people
have fallen into is this they are thinking of the facility of
smuggling gold, and forget the difficulty of smuggling goods.
The gold, of course, will not come if the goods cannot go ;

and
that the goods could not go at the time in question, is suffi-

ciently proved by their current market prices on different sides

of the channel. The impediment was the resistance of bay-
onets and cannons ; and the efficacy of the impediment is un-

deniable. I remember well to have heard it frequently said of

Buonaparte, at the time all this was going on, that he was

constantly examining the English Price Current, in order to

ascertain whether, and with what degree of success, his decrees

* If 60,000 tons of coffee, held here unsaleable at 6d. per

pound while coffee was 4*. or 5s. a pound on the Continent is

not evidence that the impediment was more than all the sub-

tlety of mercantile men could overcome, it is in vain to look

for proof of such a fact. Note by Mr. Hume.
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were enforced by his own troops and obeyed by his allies.

So long as he saw that gold was dear, and coffee was cheap, in

England, he was satisfied that his continental system worked
well. The English could see nothing in these documents but

proof that the Bank was shamefully extending the issue of its

notes." {Letters on the Corn Laws, by H. B. T. London,
1834. p. 29 31.)

And, after discussing at some length several

other points of the controversy, Mr. Hume con-

cludes this section of his Pamphlet thus :

" In the quotation I have given from Mr. Kicardo, he says,
and says most truly,

' The only proof which we can possess of

the relative cheapness of money in two places is by comparing
it with commodities in these two places.' Our money at that

time (1808 1814) was wholly paper, unchecked by gold as its

test or regulator :
^it was therefore peculiarly fit to be tested by

the prices of commodities in countries where money was sub-

jected to the ordeal of the precious metals. Now I mean to

assert, that from this trial of its value our currency of that day
will come out triumphant. It is a positive fact that England
was the cheapest country in the world during the time when
gold was 25 per cent, and upwards above the Mint price. I am
told that if I admit the possibility of disturbance by physical
force, I deny the theory of money. Then the surgeon who
recognises the power of the tourniquet denies the theory of the

circulation of the blood." (Ibid, p. 37.)

The following passage from the Speech of Mr.

Huskisson, already quoted, may be adduced as one
corroboration out of the immense number which

exist, that Mr. Hume has not overstated the degree
of misapprehension which prevailed even among
the most eminent of the bullionist party, as to the

real nature of the vital facts of the question.

" And here he must be permitted to notice, in passing, a very
extraordinary statement made by a right honourable gentleman
(Mr. Rose), who spoke before him in the debate a statement
not more singular in its nature than contradictory in itself, and

wholly subversive of the object for which it was made. In his en-

deavour to account for the rise of the value of all articles in this

country, without reference to a depreciation of the existing cur-

rency, that right honourable gentleman had adverted to France,
and to the apparent rise of prices which had, according to his
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assertion, taken place in that country. The right honourable

gentleman had contended that the price of labour was dearer in

France than it was in England during the last year* ; and
thence he inferred that gold was cheaper in France than it was
in this country. Now, granting all this to the honourable

gentleman, he would ask him, how he could reconcile such a

statement with thefact admitted on all hands, that there was a

profit of 20 per cent, made by the exportation of gold to

France?" (Speech, 7th May, 1811 Speeches, vol. i. p. 202.)

The assumption by the framers of the Bullion

Report and their partisans, of the relative state of

prices at that period, so contrary to the actual facts

of the case, is quite astounding; for, in reality,
there had been a ruinous fall of prices in 1810, as

compared with 1808 and 1809 : and, so far from
its being true, as affirmed in the Report, that " the

prices of all commodities have risen, and gold ap-

pears to have risen in price in common with

them," all commodities, provisions alone excepted

(these being scarce from the effects of bad seasons,
combined with obstructions to importation), were

actually falling, while gold was rising.
I have always admitted that a difference between

paper and its metallic standard, from whatever cause

arising, establishes the fact of depreciation ;
because

the promise to pay in coin ought to be equal in

value to the actual payment. But the framers of the

Bullion Report have not been satisfied with con-

fining themselves to this test. Mr. Homer said,

on introducing his resolutions, founded on the

Bullion Report,

* Not only labour, but nearly all articles of general use

(wine and a few exportable articles excepted) had risen in

France, from the date of the revolution there, to the time here

referred to, in the full proportion of their rise in this country
(see vol. i. p. 337.) ; and colonial produce was even tenfold

higher. But it was quite in vain that facts like these were
stated ; not the slightest attention was paid to them. The

high price of gold was the invariable answer.



18091811. Ill

" But it is not alone from the extraordinary rise in the

market prices of the precious metals in this country a rise

not to be accounted for on the ground of any correspondent rise

in the markets of Europe that the depreciation of our currency
is demonstrable. The equally extraordinary rise in the price of
the necessaries of life, not as compared with the precious metals,
but as compared with the actual circulation, affords a clear and

convincing proof of its depreciation. The great and paramount
standard of all value, Sir, is corn : and in order to enable the

Committee to form an estimate of this standard, I shall beg leave

to call the attention of gentlemen to the extravagant rise which
has within the lastfew years taken place in the prices of that

article." (Mr. Homer, as quoted in Mr. Hawes1

Speech of
13th June, 1844, p. 9.)

Precisely the same views were entertained by
Mr. Huskisson. In the speech which he delivered

in support of Mr. Horner's resolutions, already more
than once referred to, there is the following pas-

sage :

" But here he could not help asking, though the price of gold
was so increased, was there such a great scarcity of the article ?

Where were the proofs of this scarcity? He was aware of

none ; but of this he was confident, that where gold was scarce

other commodities must become cheap. Would gentlemen try
the question by this test ? Was it the fact that other com-
modities had become .cheap ? But if they were to entrust to

the Bank this fearful discretion of countervailing the effects of

the rise of the price of gold and silver1

, he thought that then
the best criterion of the required standard would be found in

taking the average price of cornfor a given periodjointly with
the average value of labour. [Here he read a statement of
the average price of wheat imported for the fourteen years
since the Bank restriction in 1797.] Throughout this period
the progressive rise in the average price of wheat, at stated

periods, proved the gradual depression of our domestic cur-

rency" {Speech, 7th May, 1811 Huskisson's Speeches,
vol. i. p. 201.)

Here Mr. Horner and Mr. Huskisson both affirm

that " corn is the great and paramount standard of

value." And yet, at the very time that they were

speaking (May 1811) the price of corn was falling;
the average price of wheat, which in August 1810 had
been as high as 116s., having declined to 865. lie?.:
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being a fall of nearly 30s. a quarter.* And I

would refer to a former volume of this work
( Vol. I.

p. 298.) for a more detailed account of the decline

in the prices of corn which then occurred, and of

the extraordinary error into which Mr. Homer
seems to have fallen respecting it.

Mr. Henry Thornton appears to have partici-

pated in the same distorted view of the facts as

that under the influence of which Mr. Homer
made the remarks above referred to. To go fur-

ther, here, in exposing the utterly unfounded as-

sumption as to the relative prices of gold and other

commodities, hazarded by the ultra-bullionists on
that occasion, would occupy too much of this por-
tion ofmy work. The errors in Mr. Thornton's com-

parison of the prices of1800 with those of 181 1 have
been pointed out at some length (History of Prices,
vol. i. p. 310.) I will here only, in proof ofmy asser-

tion of the total misapprehension of the real state

of facts on the part of the Bullion Committee and
its supporters, in the assumption (in their Report
and in the debates that followed it in the session of

181.1) of a general rise of prices in the two years

immediately preceding, during which the exchanges
had fallen, and the price of gold had risen, subjoin
the following table, showing the highest prices
which various articles of merchandise and produce
had attained before the summer of 1809, and their

depression in the early part of 1811.

* It is to be borne in mind that the charges on importation
were in 1810-11 immoderately high. The freight and in-

surance alone on wheat from the Continent of Europe amounted
to from 30s. to 50*. per quarter.
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SECTION 6. On the Policy of the Government in

rejecting the recommendation of the Bullion Com-
mittee for a speedy resumption of Cash Payments.

Taking a careful and impartial view of the cir-

cumstances of those times, as they then presented

themselves, I cannot but think that the Government
and the House of Commons were right in nega-

tiving the resolution making it imperative on the

Bank to pay in gold at the end of two years.*

* When treating of this period in a former volume of this

work (Vol. I. p. 3oL), I expressed a very strong opinion that

at, the time when Mr. Homer's proposed resolutions were de-

bated in May 1811, it would have been quite impracticable for

the Bank to have been placed in a position to resume cash pay-
ments within two years from that time, in pursuance of the

recommendation of the Bullion Report. But I took occasion

to add that, although it would have been impracticable for the

Bank to have been placed in such a position at that time, it

might be questioned whether in 1808 ; when the exchanges and
the price of gold were nearly at par, it would not have been in

the power of the Directors, by timely precaution, to have resisted

the effect of the violently depressing causes which operated on
the foreign exchanges towards the close of 1808; and so to have

preserved the exchanges and the price of gold at nearly their

par value. And I leaned to the opinion that the attempt, if so

made, might have been successful, and thus have averted some

part of the calamitous events which burst over the commercial

community towards the close of 1809, and marked the interval

from that time to the summer of 1811 as one of the most disas-

trous on record to the mercantile, manufacturing, and banking
interests of the country. But on carefully going over the

ground again, and reconsidering the circumstances of that time

for the purpose of this review, I see reason to doubt whether, if

even the Directors had been able in the early part of 1808 to

foresee the extraordinary events, political and commercial,
which arose suddenly in the latter part of that year (all com-

bining to cause an urgent necessity for immediate transmission

of immense sums for foreign payment) they could have counter-

acted the effect upon the exchanges without a greater convulsion

than occurred, and greater than would have been borne. The
doubt I now entertain on this score has been strengthened by
witnessing the great difficulty (increased, no doubt, by the

unwise and mischievous Act of 1844) which the Bank has
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But the argument for the continuance of the

restriction might and ought to have been placed
on its proper footing of expediency, under the ex-

traordinary circumstances, political and commercial,
of the time

;
which were palpable enough ;

and which
were appreciated by the public generally ; although
the ultra-bullionists seemed blind to them. And
this might have been done without affirming a re-

solution so absurdly worded as the third of Mr.
Vansittart's set.

If, however, a view of the circumstances of the

time leads to the conclusion that it would have been

inexpedient to prescribe, peremptorily, a return to

cash payments within two years, still more di-

rectly does it lead to the conviction that it would
have been in the highest degree impolitic on the

part of the Government not to have taken measures
to prevent the consequences which must have fol-

lowed if Lord King had not been prevented, by the

interference of Parliament, from acting upon the

notice which he had given to his tenants. However

great, therefore, the deference I feel for the opi-
nion of the distinguished writer of the article in

the Edinburgh Review for October 1846 (whom I

have been glad to find concurring with me in his

view of the state of the currency during the first

twelve years following the suspension), I cannot

recently experienced in counteracting the large balance of

foreign payments caused by the failure of the potatoe-crops ;

although the difficulty so caused has not been aggravated, as

was then the case, by the exigences arising out of the stupendous

political events which signalised that period. But in truth the

supposition that the Directors might have foreseen the events

calculated to bear on the exchanges is a superfluous hypothesis ;

for it has been their professed system, as stated by Mr. Palmer
in 1832, not to anticipate ; but to await the actual demand on

their coffers. And even had that not been their system, they
could not in reason be expected, in the early part of 1808, to

foresee, what probably no one then living did foresee, as being

likely to occur before the close of that year.

i 2
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agree with him in the regret he expresses at Lord

King's not having been allowed to act upon his

notice
; supposing, as the reviewer does, that the

example would have been followed by other land-

lords, and that eventually there would have been

two prices, a gold price and a paper price.

SECTION 7. On Lord King's requisition to his

Tenants to pay in Gold.

In the passage from the Edinburgh Review which
1 here extract, there is much that is questionable.

" At the time when this resolution was carried, the price of

gold had risen to 41. 16s. an ounce, and the exchange on Ham-
burgh had fallen to 24s. and on Paris to 17. 16.

" Under such circumstances Lord King resolved to show that

he did not hold the pi'omissory notes of the Bank of England
to be equivalent to the legal coin of the realm. He sent a

circular to his tenants holding leases granted before the begin-

ning of the depreciation, or when it was less than at the date

of the notice, requiring payment of the rent either in guineas
or in Portugal gold -coin of equal weight, or in Bank of England
notes sufficient to purchase the weight of standard gold requisite
to discharge the rent.

" It is very seldom indeed that the single act of an individual

can do so much good as would have been effected by this notice

of Lord King's if parliament had allowed him to act on it. It

suggested a safe mode, and that the only mode, by which the

public could to a considerable extent correct the errors of the

government, and obtain, if not a convenient, at least a steady
measure of value. Had not the legislative interference which we
have to relate occurred, the example must have been followed.

Some difficulty would have arisen at first; all landlords and cre-

ditors would not have moderated their legal rights as equitably
as Lord King, but this must have been set right by the courts

of equity or by law. As to subsequent contracts there could

have been no real difficulty : two prices, a gold and a paper
price, would have been established, .and one understood where
the other was not specified. The Bank Directors must have
admitted that their notes were of less value than the coin

which they promised to pay. They would have maintained,

probably, that the variation was occasioned not by the fall of
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their paper, but by the rise of gold. But however they
accoimted for the difference, they must have been anxious to

remove it. Though they could neglect the foreign exchange,
they could not have borne to see their paper in the British

mai'ket at an open discount. Not long before, between Feb-

ruary and August 1795, they had reduced their circulation

from 1 4,01 7,5 10/. to 10,862,2007., and in August 1796 to

9,246,790/. : a much smaller proportionate reduction would now
have been sufficient to raise it to par. But even if they had

persisted in their wild course, if they had increased their issues

until, as was the case in 1814, they amounted to nearly twenty-
nine millions, and gold rose to 57. 10s. an ounce, still the mischief
would have been much less than what really followed. The
public creditors' loss would not have been greater, though it

would have been more evident ; but it is probable that the

government would have been obliged in its subsequent loans

to borrow and pay in gold, and the national debt would now be
less by many millions. The foreign exchanges would have
been quoted in gold, and could not have risen or fallen beyond
the expense of transmission. We should have saved in our

imports and in our foreign expenditure the additional price
which the foreign producer and merchant were forced to put
on their commodities in order to indemnify themselves against
the contingency of a fall in the value of the unsubstantial

paper pound in which our contracts were actually made
; and

above all we should have escaped all that part which was no-

minal of the enormous rise of agricultural produce, of rents,
and of incumbrances on landed property that were the pretext
for the Corn Laws, which have oppressed us for the last thirty

years." (Pp. 24. and 45.)

I apprehend that it would have been quite im-

possible that two prices could have been allowed to

subsist a gold price and a paper price. The in-

conveniences and anomalies attending such a state

of things would have been innumerable, and

among these not the least would have been an
increased difficulty in the eventual return to cash

payments. Indeed so many and so great would
have been the inconveniences and anomalies, that,
if Government had not interfered, the Bank Di-

rectors must, as one of the alternatives suggested by
the reviewer, have felt themselves bound to take

immediate measures for the removal of the causes of

difference. But the effect of the measures requisite
i 3



118 EXCHANGES.

for that purpose would, in my opinion, have been

infinitely more severe than he seems to imagine.

SECTION 8. On the Possibility of the Bank coun-

teracting the Fall of the Exchanges in 1809-1811.

It is to be borne in mind that the year 1811 was
one of extreme pressure and intense commercial
distress and discredit

;
insomuch that Parliament

sanctioned, in May of that year, an issue of

6,000,000^. of Exchequer bills, by way of loan, to

merchants and manufacturers. Now, under the

measures of violent contraction of mercantile and
financial accommodation which must have been
resorted to by the Bank in the supposed case,

these Exchequer bills jnust have been unsaleable,

or, if saleable at all, only at an enormous discount.

As to getting advances upon them, that must
have been out of the question; and as the Bank
would have closed its doors to discounts, the mer-
chants holding even short bills would have had

scarcely any resource. The real rate of interest

being above 5 per cent, and the usury law preventing
all loans or discounts above that rate, few private
lenders would have been found, except upon annui-

ties, or with heavy commissions, or by such other

contrivances as were occasionally resorted to at times

when the market rate of interest was above the legal
rate. And in all such cases the usury law operated
as a great additional burthen upon borrowers.

Under these circumstances, and at such a time of

unprecedented political difficulties, I am perfectly
convinced that if the attempt alluded to had been
made there 1 would have been a moment of total

stoppage of business, something very like a general

suspension of all payments, except for retail pur-

poses, and of all business excepting retail trade.
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In the passage quoted in the last section from
the Edinburgh Review, it is assumed that a much
smaller proportionate reduction of the circulation

would have been found effectual to raise the ex-

change to par, in 1811, than that which had been
effected by the Bank between February and August
1795, when the reduction was from 14,017, 510/. to

10,862,200{.,
and in August 1796 to 9,246,790Z.

Upon this assumption 1 have two remarks to

make :

1. The relative amounts of the circulation, as

here presented, do not afford a correct view of the

actual circumstances. The amount in Feb. 1795,
must be taken as a mere casual occurrence

;
and I

have no doubt that, if explained, it would be found
to have arisen from some peculiar transactions,

probably between the Exchequer or the Treasury
and the Bank, which caused the employment of some
of the larger notes and the detention of them out of

the usual course. The reason for supposing so is,

that there was a sudden increase in the amount
between the beginning of January, when it was

10,891,220/., and the 14th of March, when it

reached 14,876,580/. And on the 21st of March
it was still more suddenly reduced to 9,928,140^.
It is not at all probable that the general circulation

of notes can have experienced that increase of four

millions, and the sudden diminution by no less an
amount than nearly five millions within one week.

The whole variation, therefore, in that interval

ought to be excluded from the view taken of the

effort of the Bank to counteract the fall of the ex-

changes by a contraction of the circulation.* But,

admitting the facts stated, without any such qua-
lification, they embrace an anomaly which would

* There is reason to believe that this extraordinary varia-

tion arose from some peculiarity in the mode of payment, by
the Treasury, of the bills drawn upon it on account of the

Austrian Loan.

i 4
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militate no less strongly with the assumption of

the reviewer. If the reduction from 14 millions to

10 millions was calculated to raise the exchange,
the previous advance from 10 millions to 14 mil-

lions, in the preceding six months, ought to have

depressed it. But how stand the facts ?

Aug. 30 1794, circulation 10,286.7807. Exch. on Hamburg 35
Feb. 28 1795, 14,107,5107. 36

Aug. 31 1795, 10,862,2007. 32,6

2. The other remark suggested by the assump-
tion of the reviewer is, that the view presented
leads to a conclusion directly opposite to that

which he attempted to draw from.it. The reduc-

tion, carried further than even the lowest amount
there stated, for by February 1797 the circu-

lation had been reduced to 8,640,250?., had not

been effectual to restore the exchanges so as to

stop the drain, and prevent the suspension which
we know took place precisely at the time of that

extreme reduction. And it was the inefficacy of

the great efforts made by the Bank to contract its

liabilities that led Mr. Henry Thornton to contend
that the attempt at contraction had been carried

too far
;
and that the catastrophe might have been

averted, if the Directors had been more liberal in

their accommodation, and had enlarged the circu-

lation, instead of reducing it to so low an amount.
A reference to the state of things attending the

efforts of the Bank Directors, in the years 1795-

1796, to resist the tendency to a fall of the ex-

changes (in consequence of the large foreign expen-
diture, and the extensive importations of corn at

that time) tends, therefore, to render it in the

highest degree improbable that a less effort on the

part of the Bank, or one attended with less pressure
on the commerce and finances of the country, would
have been more effectual in 1811 than it had been

found to be in 1795 and 1796 when it was not

effectual.

It may here be worth while to consider what
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was the commercial and financial condition of the

country consequent upon those efforts of the Bank
in 1795-1796.

In a former volume of this work* I have given
the particulars of a meeting of merchants, in April
1796, at which resolutions were passed stating the

alarming scarcity of money that existed in the city
of London at that time. The reviewer inserts a copy
of resolutions to a similar effect in March 1797.

There were extensive failures of banks in the

North of England, and great mercantile discredit

prevailed. The pressure on the money market was

very severe; more particularly, as may be supposed,
at the close of 1796, and the commencement of

1797. Exchequer bills bearing interest at 3^d.

per cent per diem were sold at 31. and 31. 10s. dis-

count. And it was said that, in some instances,
sales were made at 5/. per cent discount. Navy
and victualling bills were also at an enormous
discount! Mercantile bills, excepting such as came
within Bank time and conditions, were hardly ne-

gotiable at all, or were subject to heavy commis-
sions by way of evading the operation of the usury
law. So depressed were the public funds, that

Mr. Pitt, finding there was no prospect of ob-

taining a loan by contract in the usual way,
except at an enormous sacrifice, resorted to the

expedient of a loan by subscription from the public
to the amount of 18,000,000? It was called the

Loyalty Loan, and books were opened at the Bank
for the purpose of receiving subscriptions on the

following terms.

Subscriptions opened 1st December, 1796, and
closed on the 5th.

" For every 100^. advanced, 112Z. 10s. 5 percent,
irredeemable till the expiration of three years after

the 5 'per cent existing at the time this loan was
made shall have been redeemed or reduced; with an

* Vol. I. p* 200.
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option to the proprietors to be paid at par, on giving
three months' notice at any period not less than two

years from the conclusion of a definitive treaty of

peace, in money or in 3 per cent valued at 75."

The subscription was filled in three days ;
but

favourable as the terms were to the subscribers,
the loan was at a discount for some time after it

came out.*

Now what was the state of things in 1811, that

in order to restore the exchanges to par and to bring
in gold, should have required less effort than was
found ineffectual in 1795 to resist the tendency to

a fall in the exchanges?
I have already alluded to the extreme degree of

commercial distress and discredit which prevailed
in 1810

;
a detailed account of it is given in the

earlier part of this workf; and I will here only
repeat the brief general description which I have
there given of the state of things in the commercial
world at that time.

" So many circumstances on so large a scale,

combining in the same direction, the fall of

prices, the reduction of private paper, and the

destruction of credit, were greater and more

rapid than were ever before, or have since been
known to have occurred within so short a space
of time. A general dismay prevailed throughout
nearly all branches of trade during the last six

months of 1810 and the first few months of the

following year."

Seeing that this was the state of things at the

period referred to by the reviewer, I would ask

whether it is conceivable that the Bank could then

* Credit continued to be much restricted for a considerable

time afterwards; and the next loan was contracted on still

more unfavourable terms, viz. :

Loan for 17,000,0007. 1798.

For every 1007. advanced, 1501., 3 per cent, consols
; 50/.

3 per cent, reduced, and 4?s. ^ld. annuity for 61J years.

t Vol. I. p. 303.
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have taken measures for forcibly reducing its liabi-

lities by contracting its loans and discounts, with a

view to restore the exchanges. There can be but

one answer. Such an attempt, at that time, would
have been an intolerable aggravation of the pre-

vailing commercial distress and public difficulties
;

and Government, if not so disposed of its own

accord, would have been forced by the public voice,

to interfere.

The Bank, on the contrary, was enabled, by the

existence of the Restriction Act, to relieve the

distress as much as could be done consistently with

its rules. The Directors extended their discounts

very considerably in 1810; and a strong presump-
tion that they thus only filled the vacuum in the

circulation caused by the numerous failures of the

country banks is afforded by the circumstance, that

coincidentally with the large discounts in 1810, the

exchanges rose, and the price of gold fell to 4/. 4s.

towards the end of that year, while the prices of

commodities experienced a very considerable fall.

With regard to the effects on our financial state,

the reviewer observes, that had the Government
been obliged to borrow and to pay in gold, the na-

tional debt would now be less by many millions.

This may well be questioned. The contrary would
be the more reasonable conjecture. I have already
shown the depressed state of public securities, and
the disadvantageous terms on which, consequently,
the loan of 18,000,000^. in 1796 was contracted ;

and I have no doubt that the difference of the rate

of interest at which a loan must have been, con-

tracted in the case supposed in 1811, compared
with that at which it was actually concluded,
would have been little, if at all more favourable,
and would consequently have entailed an increased

rather than a diminished burthen from it at this

time.
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SECTION 9. On the alleged excessive Issues by the

Bank, 1808 1814
;
and on the Distinction be-

tween small and large Notes.

Mr. Senior, in giving credit to Lord King for

having in 1803, pointed out, as the consequences of

the Restriction Act, the dangers which burst upon
England between 1808 and 1814, thus describes

them :

" At length the dangers which Lord King had pointed out,

burst also upon England. The bad harvests of 1808, 1809,
and 1810 the vast foreign expenditure of the Government
the exclusion of British manufactures from the Continent, and
of British shipping from the continental ports the enormous

freights and insurance at which we were forced to import in

foreign bottoms the sudden opening of the South American

markets, and the mistakes of our merchants as to the extent

and the nature of the new demand these causes created an

amount of speculation, of failure, of discredit, and of com-
mercial embarrassment, which had never been incurred before,

and is not likely to be ever undergone again. The interest of

money rose, and the Bank, following their routine, went on

increasing their discounts. Their private securities, consisting
almost exclusively of discounted bills, on the 29th February,
1808, were 13,234,569/. ;

at about which amount they had

averaged for the previous six years. They now rose as

follows :

3 1st August, 1808, - - 14,287,696
28th February, 1809, - 14,374,775
31st August, ,, 18,127,597
28th February, 1810, - 21,055,946
3 1st August, 23,775,093

The. issue of notes exhibited a nearly proportional increase.

On the 28th May, 1808, it was 16,899,970/., being also about

the average of the previous six years. It rose as follows :

27th May, 1809, - - 18,252,780
26th May, 1810, 21,073,580
31st August,

- - 24,446,170

The price of gold rose, in the beginning of 1809, to 41. Us.
an ounce. The exchange on Hamburgh sunk from 35*. 5., its
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rate in July, 1808, to 26s. 6., its rate on the 28th December,
1810, and that on Paris, from 23. 16. to 19. 8." (Pp. 23, 24.)

The description here given of the circumstances

existing at that time would amply account for

the depression of the exchanges and the rise in

the price of bullion, without ascribing these effects

to the conduct of the Bank as an originating cause
;

and the statement of the progressive increase of the

securities, and of the circulation, is calculated, if

unexplained, to convey a very erroneous impres-
sion of the working of the Bank system under the

Restriction Act.

The figures are correctly given ; and, viewed
in connection with the facts, the great increase of

private securities serves to illustrate an observa-

tion which I have more than once had occasion

to make in reference to this subject: namely,
that applications to the Bank for extended dis-

counts occur rarely, if ever, in the origin or pro-

gress of extensive speculations in commodities.

These are entered into for the most part, if not

entirely, in the first instance, on credit for the

length of term usual in the several trades
;
thus

entailing on the parties no immediate necessity
for borrowing so much as may be wanted for

the purpose beyond their own available capital.
This applies particularly to speculative purchases
of commodities on the spot, with a view to resale.

But these generally form the smaller proportion
of engagements on credit. By far the largest of
those entered into on the prospect of a rise of

prices are such as have in view importations from
abroad. The same remark, too, is applicable to

the export of commodities, when a large proportion
is on the credit of the shippers or their consignees.
As long as circumstances hold out the prospect of
a favourable result, the credit of the parties is

generally sustained. If some of them wish to

realise, there are others, with capital and credit,
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ready to replace them
;
and if the events fully jus-

tify the grounds on which the speculative trans-

actions were entered into (thus admitting of sales

for consumption in time to replace the capital

embarked) there is no unusual demand for bor-

rowed capital to sustain them. The term specu-

lation, in its obnoxious sense, is not, in such cases,

applied to the transaction
;
and the parties engaged

have the credit of superior sagacity.
It is only when, by the vicissitudes of .political

events, or of the seasons, or other adventitious cir-

cumstances, the forthcoming supplies are found to

exceed the computed rate of consumption, and a

fall of prices ensues, that an increased demand for

capital takes place; the market rate of interest

then rises, and increased applications are made to

the Bank of England for discount.

The whole process is strikingly exemplified in the

figures here given. It was in 1808, and the early

part of 1809, that speculations in purchases of com-
modities on the spot, and in orders for imports from

abroad, and in exports to newly-opened markets,
were entered into on a most extensive scale. The

grounds on which these were entered into have been
described at some length in a former part of this work

(Vol. I. pp. 272-9.), and the table which I have

given (at p. 113 ante) exhibits the prodigious fall

of prices which commenced in the spring and sum-
mer of 1809, and continued into the spring of 1811.

Now it will be seen, by reference to the amount of

private securities held by the Bank, that the in-

crease of them was coincident with the fall of

prices. A part of the very great increase observable

in August, 1810*, was the consequence of extensive

* In order to save the trouble of reference to a former
volume of this work, I here transcribe a part of a note at

page 365. of Vol. I.

" Mr. Manning, a director of the Bank, and member of

parliament, when replying to some observation in the House
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failures which were just then occurring among the

country banks. If the reviewer had continued the

figures for the succeeding twelvemonths, it would
be seen that, when the emergency and the pressure
on credit subsided, the securities declined to within

a trifle of what they had been at in 1808. Thus

they were reduced :

February, 28th, 1811, to 19,920,550.

August, 31st, 1811, to 15,199,032.*

The reviewer observes, that the notes exhibited

a nearly proportional increase
;
but it should have

been added, that a proportional variation between
the amount of private securities and of the note

circulation is rather the exception than the rule.

In this instance, the increase of the note circulation

is accounted for by the circumstance, already men-

tioned, of the extensive failures of the country
banks causing a vacuum in the circulation requiring
Bank of England paper to supply it, in part at

least
;
less being wanted in consequence of the great

fall of prices. And in proof that this increase of

Bank of England notes was not a case of excessive

issues, causing depreciation, there is the fact that

simultaneously with it the exchanges rose and the

prices of bullion fell. The prices of commodities,

likewise, were falling rapidly.
There is, moreover, a fallacy in the view presented

of the increase of the note circulation, by taking the

of Commons on the Bank circulation, 8th December, 1812,

said,
' In July or August, 1810, it would be remembered

that the number of notes in circulation was about 25 millions.

But this excess was occasioned by the failure of two large
houses in London, which produced a considerable sensation in

the country. Bankers, in the various principal towns, then
made demands upon the Bank to insure themselves against a
run upon their firms

;
but within six months the greater part

of three millions was returned to the Bank of England without

having been employed?
"

* Jn February, 1813, the private securities were only
12,894,3247.
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total amount, without distinguishing the notes

under 51. The distinction referred to is of the

utmost importance in discussions of this kind
;
and

the suppression of it is a favourite practice with

the Birmingham School, whose constant purpose it

is to lead to the inference of a more abundant cir-

culation having existed during, than after, the

suspension. There can be no doubt that the notes

under 5/. served almost exclusively as substitutes

for the coin that was exported, and hoarded. The

increase, therefore, of that portion of the circu-

lation ought not to be considered as added, but
rather as replacing what would otherwise have
remained in use. In the instance under considera-

tion, the comparison would stand thus:

5/. and upwards. Under 5/.

31st August, 1808, 12,993,020*, 4,118,270.
31st August, 1810, 17,570,780 7,223,210.

But while the small note circulation continued to

increase till it reached 9,000,000^. and upwards,
the notes of 61. and upwards were reduced, 31st

August, 1811, by nearly 2,000,000, namely, to

15,692,490/., and did not again reach 17 millions

before the end of the war. And here it may be ob-

served, that while the retail trade required a pro-

gressively increasing amount of Bank of England
notes, the immensely increased transactions, finan-

cial and commercial, in the interval of four years

folloAving, were conducted through the medium of a

diminished amount of the larger notes.

Before quitting this topic I would notice, as

connected with it, Mr. Senior's remark upon

* This amount is less by two millions than it had been on
the 31st August, 1807, and less by the very large sum of

3,764,000/. than it was on the 31st August, 1806. See also

note at p. 126, ante, where it is stated, that of the amount issued
in August, 1810, about three millions returned to the Bank
without having circulated at all.



RE-ADJUSTMENT OF PAPER. 129

what he terms the wild course of the Bank in in-

creasing its issues until, as was the case in 1814,

they amounted to nearly 29 millions, and gold
rose to 51. 105.

Here the omission to distinguish the small notes

causes the view to be most fallacious and exag-

gerated. The total amount on the 31st August
1814 was 28,368,290, of which 18,703,210 were of

51. and upwards, and 9,615,030 under 61.

And there is a very material error in the passage
above quoted, where it is said that the price of

gold rose to 51. 10s. The context leads directly
to the inference that the rise of price was coinci-

dent with the increase of the circulation. But this

is the reverse of the fact. The price of gold was
at 51. 10s. on the 28th February 1814; but the gross
amount ofthe circulation was then only 24,801,080^.
or 3 millions and a half less than in August follow-

ing ;
and coincidently with the subsequent increase

of the circulation the price of gold fell rapidly. On
the 19th July it was quoted at 4?. 12s.

SECTION 10. On the Re-adjustment of the relative

values of Gold and Paper between 1814 and
1819.

Mr. James Deacon Hume has blamed the conduct

of the Bank in 1814, in having then greatly ex-

tended its securities and circulation. I do not jus-

tify it. I think that both the Government and the

Bank acted injudiciously : the one in requiring, and
the other in granting, a large increase of advances
on Exchequer bills immediately after the peace of

1814. But the effect was only that of retarding
the final improvement of the value of the paper.
And it is among the innumerable instances of the

nonsense that has been talked about the restriction,

and the resumption of cash payments, that in the

VOL. IV. K
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great majority of pamphlets and speeches on the

subject it is affirmed, or taken for granted, that a

preparation, on the part of the Bank, for the re-

sumption of cash payments, commenced with the

peace in 1814, and was the principal cause of the

fall of prices which then took place ;
whereas the

blame really attaching to the Bank, at the period
referred to, is for riot having made any preparation
whatever with that view.

The highest quotation of gold was 61. Us. at the

close of 1813. At the nearest date of that year
on which there is any account of the amount of

the circulation (November 27) it was (exclusive of

the notes under 61.) 15,775,640^. In February
1814 it was 16,455,540/., and standard gold was
then quoted at 61. 8s., and silver at 6s. ll^d. per oz.

It is also important to observe, that when the

price of bullion was at the highest point, the secu-

rities were scarcely, if at all, increased in amount.

On 31stAugust 1813 they amounted to 40,105,000/.,
and the price of gold was then 61. 10s.

;
at the close

of 1810, when gold was at 41. 4s. an ounce, the secu-

rities were 40,973,000^., and in August 1814, when
the price appears to have been also 4. 4s., they
were 48,345,000^. These opposite movements of

the two phenomena may reasonably excite some
doubt as to the accuracy of the hypothesis which

regards them as mutually dependent.
In October 1816 the price of gold had fallen

to 31. 18s. Qd.
;
and that it had not fallen to the

Mint price was only because the Bank had fixed

this as its minimum rate. That gold might have
been had at the Mint price of 31. 17s. W^d. can

hardly be doubted, because, at that time, the price
of standard silver was 4s. 11^., and the exchange
on Hamburgh 37. 10. to 38., and on Paris 26. 10.

The amount of Bank notes on the nearest dates

was, on August 30th, 1816, 17,666,510J., and on
20th February, 1817*, 19,261,630*.

* The late Mr. Samuel Turner, formerly a director of the
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Hence it appears that this re-adjustment, for it

was completely such, of the value of the paper,
took place without the slightest observable effort

on the part of the Bank to reduce its securities or

circulation with that view. Gold was flowing in

largely, and the bullion in the Bank had, by August,
1817, reached the large amount then without

precedent of 11,668,266Z.*
There can be no doubt that the Bank was then

in a condition to have resumed cash payments;
and, indeed, it did actually make a beginning, by
issuing sovereigns in exchange for its smaller

notes. In the very able report of the Lords'

Committee on the Resumption of Cash Payments,
the following statement is made of the expectations
entertained by the Directors at that time that the

Bank of England, in a pamphlet published in 1822, in which
he had occasion to remark upon a statement by Mr. Ricardo,
in his pamphlet

" On Protection to Agriculture," referring to

the amount of Bank notes in circulation, observed, "It is true

I have placed out of consideration the years 1817 and 1818,
and I have done so, because it would be inconsistent with any
degree of fairness to calculate upon those years as showing
the extent of the demand for Bank notes. It is quite notorious

that in those years f a large number of country banks failed, and
a run took place upon many of the most respectable establish-

ments ; so that they were obliged to convert a considerable

portion of their floating securities into Bank notes, in order to

guard against a sudden panic. It has so happened, however,
that many of the notes issued in those years from the Bank, in

consequence of this unusual demand, never got into general
circulation, and, in many instances, they have been returned

precisely in the same state they went out of the Bank, without

having passed into any other hands than those of the country
banker and his town agent." (Consideration, SfC. by Samuel

Turner, Esq., F.R. S., pp. 41, 42.)
* The circulation being then 29,503,000/. : nearly the highest

amount attained by the outstanding notes of the Bank of

England.

t I rather think that Mr. Turner's remark cannot apply to

1818, because the discredit and failure of country banks did

not extend beyond the summer of 1817.

K 2
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resumption of cash payments would take place

prior to the period then fixed by Parliament, viz.,

the 5th of July, 1818.

" The Bank more than doubled its treasure during the last

eight months of 1815, and the fall in the price of gold and the

favourable turn of the exchanges enabled the Directors to raise

it by January, 1817, to more than quadruple what it had been

in the beginning of 1815. At this period the Directors felt so

confident of being able to comply with the injunctions of Par-

liament, even before the period at which the restriction was
to expire, that they issued a notice for the payment in cash of

all the one pound and two pound notes bearing date prior to

January 1816. Finding little or no demand for cash in con-

sequence of this notice, and their treasure having continued

during the course of the year to increase to an amount far

exceeding what it had ever reached, and, with few exceptions,

bearing a larger proportion to the extent of their issues than it

had ever borne before, the Directors issued a second notice in

September 1817, for the payment in cash of all notes bearing
date before the 1st January in that year. This measure has

been stated to the Committee to have been undertaken in the

hope that if it proved successful, that is, if the gold so tendered

were not demanded, or, if when demanded, it remained in the

country, the complete resumption of cash payments would take

place gradually, and as it were insensibly, even prior to the

period then fixed by Parliament, viz. 5th July, 1818. (Lords'

Report, 1819, p. 3.)

It may here, towards the close of this portion of

my review of the state of the currency during the

restriction, be advisable to repeat a general remark
which I have had occasion to make in former parts
of this work. The repetition is the more called

for, because, while the facts to which I refer have
a most important bearing on the question, how far

the depreciation could with propriety be said to

have been caused by over-issues of paper, I am not

aware that any notice has been taken of them, or

of the conclusions deducible from them, by those

who affirm against the Bank the charge of constant

over-issues.

The facts I allude to are these. That whenever
there was a pause or cessation of the unusually
large foreign expenditure by the government, or of
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unusually large importations of corn, there was
also a tendency to a restoration of the value of

the paper, by a rise in the exchanges, without

any contemporaneous or immediately preceding
reduction in the amount of Bank notes

;
and that

a complete restoration of the value of the paper
took place in the spring of 1817, coincidently
with a larger amount of the circulation of the Bank
of England than had existed at any former period.

But, in the latter part of 1817, the large
loans required by the governments of France,
Russia and Austria, to which considerable sums
from this country were subscribed, combined
with an extensive importation of foreign corn,

depressed the exchanges, so as to cause a drain

upon the Bank coffers, tinder these circumstances

the Directors abandoned the expectation they
had before entertained of being able to resume
cash payments before July, 1818

;
and an act

was passed continuing the restriction to the end
of the next session of Parliament. When that

period approached, the application by ministers for

an extension of the period of restriction was ac-

companied by a proposal for a committee of inquiry

by both Houses of Parliament. The result of the

inquiry by those committees was the Act of 1819.

What is particularly worthy of notice is the

fact, of which the events of the time, if duly re-

garded, leave no doubt, that but for the disturbing
causes operating on the exchange in the autumn of

1817, the Bank would have resumed cash pay-
ments in 1818.

It is impossible to conceive any evidence more

complete of the principle of self-adjustment of the

value of the currency inherent in the management
of the Bank at that period (when not exposed to the

disturbance of an unusual demand for foreign pay-

ments), than is supplied by this unquestionable
fact. Not an effort had been made for the

purpose
K 3
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by either the Bank or the Government and the

public were all the time unconscious of the process,
or the effect. For whatever there may have been of

distress or discredit in 1816 and the commence-
ment of 1817 had entirely ceased before the close of

the latter year, which, taken with the commence-
ment of 1818, was considered by the Birmingham
school as a period of abundant currency, and conse-

quently of halcyon days.
Had it not been for the casual occurrence of the

disturbing causes already referred to, we should

have had no committees of inquiry, and no Peel's

Bill of 1819. Indeed, nothing but the disincli-

nation of Lord Liverpool's government, at the

commencement of the session of 1819, to apply for

a further prolongation of the Restriction Act
without inquiry, prevented the resumption being
a spontaneous, or rather a necessary, consequence
of the state of things at the close of 1819. In

August of that year the price of gold was
SI. 175. lO^d. ;

the price of standard silver 55. 2e?.,

and of dollars 65. per ounce
;
and this without the

smallest effort on the part of the Bank or of Govern-
ment. The proof of it is this. The only part of

its position on which the Bank can operate, as is

now well understood, is the amount of its securities.

These stood

1817, Aug. 30. Public 27,098,238
Private 5,507,392

32,605,630
1818, Aug. 30. Public 27,257,012

Private 5,113,748

32,370,760
1819, Aug. 31. Public 25,419,148

Private 6,321,402

31,740,550

Is it possible to conceive any thing more equable
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in the management of the Bank, or in the require-
ments of the Government for accommodation, than

is shoAvn in this statement ? Although in the in-

termediate time the exchanges had fallen, and there

had been a great drain on the coffers of the Bank,
and the price of gold had risen to 4/. 3s. for a

short time, yet, immediately upon the cessation of

the disturbing causes, the tide of the precious metals

turned, and the tendency to influx in the two fol-

lowing years was fully as strong as had been the

tendency to efflux in the two preceding years. So

strong indeed was the tendency to influx in the

two years following August 1819*, that nothing
short of a degradation of the standard, or a very
violent effort on the part of the Bank in reducing
its rate of interest much below the market rate,

would have prevented or materially abated that

influx. And yet there have been, and are, writers

and speakers who, professing to be friendly to the

principle of the Act of 1819, countenance the cry
of the Birmingham school by contending that the

measure was too hasty a one.

If it be objected that I have not, in the view
here given of the amount of the circulation in 1819,
included the country bank notes, without which, it

may be said, no fair view of the operation of the Re-
striction Act on the amount of the currency can be

taken,my answer is that the issues of country notes,

* Bullion:

31st August, 1819, - - 3,595,360
31st August, 1820, 8,211,080
31st August, 1821, - 11,233,250

But the Bank had, in 1821, anticipated the requirements of the

Act of 1819, by which it was not obliged to pay in gold, except

by progressive stages, till 1823, and began paying in coin in

May, 1821. The issue of sovereigns by the Bank, from May
to August, 1821, inclusive, amounted to 5,657,053/., which
makes the whole influx in the two years, to 31st August,
1821, 13,295,283/.

K 4
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during thewhole period of the suspension (as regards
the provincial banks in Great Britain, and, after

1804, as regards the banks in Ireland) were limited

as completely by the notes being convertible at the

will of the holder into Bank ofEngland notes, as the

Bank of England notes were before the Restriction,
and have been since 1819, by their being convertible

into coin. This point cannot be fortified by higher

authority, or expressed in clearer language, than

is found in the following passage from Mr. Huskis-

son's pamphlet before referred to.

"A country bank, from its being liable at all

times to pay its notes in those of the Bank of

England at the option of the holder, is placed pre-

cisely in the same situation by this check upon the

amount of its issues as the Bank of England itself

was by the necessity of paying in guineas before

the Restriction ;" and again,
" the circulation of

Country Bank paper being therefore in exact pro-

portion to that of the Bank of England, it fol-

lows," &c.

But admitting that the country note circulation

had undergone a dimrmtion in more than its usual

proportion to that of the Bank of England, it is still

clear that such relative reduction had no reference

whatever to any preparation for cash payments.
Nor was it caused by any contraction of accommo-
dation by the Bank of England.

SECTION 11. On the uniform Coincidence of the

Periods of improved Exchanges and diminished

foreign Expenditure.

The remarkable and uniform coincidence of the

variations in the state of the foreign exchanges
with the course of the Government continental ex-

penditure, the importations of grain, and the other
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causes which violently interfered with the ordinary
state of the foreign commerce of the country, bea*rs

so intimately upon the controverted question of

depreciation of the paper from excessive issue, that

I am induced to allude to it at further length.
I subjoin a tabular summary of the periods of

comparative depression and recovery of the quota-
tions on the principal foreign places, and I ven-

ture to affirm that in every instance here given

(and the whole period of the operation of the

restriction is embraced in the table), there are

abundant means of fully accounting for the phe-
nomena upon purely mercantile grounds.

DEPRESSED.
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Further, the negative proof afforded by mer-
cantile considerations is confirmed by the positive
evidence that these expansions of the circulation,
and those operations of the Bank which are de-

scribed as "occasioning" the fall of the exchange
could not have had any such consequence, unless it

can be shown, that the date of a cause may be sub-

sequent to the date of its effect.

The evidence upon which this statement rests, is

so easily accessible in the valuable Appendices to

the Reports of 1819, and the Bank Charter Re-

port of 1832, that I may safely spare the patience
of my readers the task of accompanying me through
an examination of every case, and content myself
with one or two leading examples.

Thus, to take the severe depression which oc-

curred between June 1799 and April 1802 what
are the facts? There was, in the first place, in

the two years 1800 and 1801, an importation of

grain to meet the deficiency of our own very de-

ficient harvests to the extent of nearly twenty
millions sterling. The precise figures were :

Years.
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no official documents have hitherto appeared which
enable us to state precisely the magnitude of that

expenditure. Now, the decisive fall in the ex-

change took place in the summer of 1799, when
the amount of the Bank circulation had been re-

markably stationary, and the extent of the private
securities had been actually diminishing, during
the preceding year and a half; as the following
account will show :

CIRCULATION.
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character of the war was decidedly naval rather

than military ;
the impediments to commercial in-

tercourse were not greater than in former periods
of war

;
and the yearly subsidies to foreign powers

were not large. These circumstances appear to

be quite sufficient to account for the steady
character of the exchanges, and the undisturbed

prices of the precious metals. And yet, during the

whole of this period, the private securities were, on
an average, about four millions higher than in 1800
and 1801, and the circulation was undergoing a

gradual expansion.
The facts connected with the great and conti-

nuous decline of the exchanges, and the important
rise in the price of gold which took place in the

autumn of 1808, are equally conclusive. It was
in the summer of that year that the first open-

ing occurred for opposing the enemy in the Penin-

sula
;
and the effect of the enormous expenditure

then incurred in the maintenance of the troops
and the provision of military chests was almost

immediately perceptible in the quotations of the

exchange and the price of gold. There were also

considerable importations of corn in 1809 and 1810.

Mr. Vansittart, in the Appendix to his Speeches
of 1811, states the expenditure and the cost of corn

to have been as follows* :

Years.
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indirect cause of depression in existence, scarcely
less powerful. I allude, of course, to the very
serious, and in many instances complete, impedi-
ments to the commercial intercourse between Great
Britain and the Continent, which arose out of the

Berlin and Milan Decrees of Buonaparte, and our
own Orders in Council.* These are the circum-

stances referred to by Mr. J. D. Hume in the pas-

sages already given from his Pamphlet. (See ante,

p. 106.) The difficulty was not merely that we
were importing an extra quantity of corn, and re-

mitting an enormous amount for our foreign ex-

penditure, but that there was also the physical

impossibility, in many cases, of obtaining admission
into any part of continental Europe for the mer-
chandize intended to balance the claims against us.

It will be worth while again to extract the

figures which prove that the great fall of the ex-

change in 1808 could not arise from any previous
over-issue of notes or lavish extension of dis-

counts :

CIRCULATION.
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nature of the facts connected with the period from
1812 to the close of the war; but, beyond adducing
one or two of the more remarkable of them, I feel

that I may safely leave this part of the subject to

be elaborated by other hands.
It was during the year 1813 that the price of

gold reached its highest point, and that the ex-

change, after 1811, was the most depressed. The

following figures, compiled from the Commons'

Report of 1819 (Appendices 23 and 44), will con-

vey some idea of the prodigious extent of the dis-

turbing causes then in action.
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CHAPTER II.

THE PERIOD FROM 1819 TO THE CLOSE OF 1847.

SECTION 1. On Sir Robert Peel's Speeches of May
1844. The rationale of a fixed metallic standard.

I HAVE given the foregoing sketch of the contro-

versy upon the state of the currency and the causes

influencing it, as it existed during the period of

the Bank Restriction, because it appears to me, that

the subject is very imperfectly understood by the

majority of those who have taken part in the dis-

cussion to which the Act of 1844 has given rise,

and that it is wholly unknown to the greater part
of the public who have, or fancy that they have, an
interest in the question. A review of the various

phases of the currency question since the resumption
of cash payments will naturally come under consi-

deration in the examination which I now propose to

enter upon of the grounds on which the new Bank-

ing Act was brought forward and passed.*
The measure was introduced into the House of

Commons by Sir Robert Peel, on the 6th May,
1844, when he made an elaborate speech explana-

tory of the views by which he had been influenced

in bringing it forward
;
and on the 20th, when

* One of these phases, indeed that, namely, which arose on
the remarkable (but, as regards the currency, purely accidental)
coincidence of a general fall of prices with the resumption of

cash payments (1819-22) and a misapprehension of which gave
rise to what is now termed the Birmingham School I have
dealt with so fully in the previous volumes of this work, that I
cannot but deem further reference to it unnecessary.
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moving the House to go into committee on the bill,

he went into a further explanation of the principles
on which it was founded.

There were two distinct objects proposed by the

bill: the on to secure the general solvency of

banks, whether issuing or non-issuing ;
the other

to restrict the amount of notes in circulation of all

issuing banks, those of Ireland and Scotland ex-

cepted*, but inclusive of the Bank of England.
Now these very distinct purposes are unfortu-

nately blended and confounded in Sir Robert Peel's

Speech. Whether this proceeded from a conscious-

ness on his part that his case was weak, and was,
therefore, an adroit mode of evading a difficulty,
or from an indistinct view of his subject in its

general bearings, it detracts very much from the

merits of the exposition. The Speech is altogether

very imperfect and confused, most unlike the

luminous exposition of which upon many important
occasions he has shown himself capable.

Sir Robert first addressed himself to pointing out
the errors of the Birmingham school, and may be
said to have devoted an undue portion of his speech
to it. But even on this, which seemed a favourite

topic, he hardly did justice to the argument in

favour of a metallic standard. The reference

which he made to the Mint proportions between

gold and silver was wholly irrelevant to the main

point to be established. He was perfectly right,

although he dwelt upon the point at unnecessary
length, in showing that a pound, when speaking of

a metallic standard, means a certain quantity, a

definite weight, of metal of given fineness
;
and he

justly ridiculed the notion involved in some of the

definitions of a standard of value proposed by the

opponents of a metallic one.

* The regulation of these having been postponed till the

session of 1845, when the Irish and Scotch Bank Acts were

passed.
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The first was,
" that a pound might be defined

to be a sense of value, in reference to currency,
as compared with commodities." This was the

definition given in a speech by Lord Castlereagh,
in 1811 ; and was the occasion of a cutting answer

by Mr. Canning, from whose speech I have given
an extract in Vol. III., p. 226.

Another of the definitions which Sir Robert Peel

alluded to, without naming its author, appeared in

a pamphlet by Mr. C. Bosanquet, in the following
terms: " There is a standard and there is an unit

which is the measure of value, and that unit is the in-

terest of 33/. 65. 8c?. at 3 per cent., that being I/., and

being paid in aBank note as money of account. ' ' This

definition also was naturally exposed to ridicule.

The various arguments adduced in opposition to

a metallic standard were answered in a pamphlet
by Mr. Ricardo. I shall have occasion further on
to notice these pamphlets, only observing here, by
the way, that both Mr. Bosanquet and Lord Castle-

reagh, while lamentably and ludicrously in error

about a standard of value, were full of information,
extensive and accurate, as to the disturbing forces

which, at the period to which their attention was
more particularly directed, were operating on an
enormous scale in depressing the exchanges.

Sir Robert Peel quotes a third definition. " The
standard is neither gold nor silver, but it is some-

thing set up in the imagination to be regulated by
public opinion."

These definitions are all confused and ridiculous

enough ;
and the speaker succeeded in amusing the

House with them. But in stating and proving that

a standard meant a certain quantity of gold, he

stopped short of showing an important distinction

between two functions of money : the one, that of

serving as an instrument of exchange; the other,
that of being the subject of contracts for future

payment. It is in the latter capacity that the

fixity of a standard is most essential.

VOL. IV. L
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As a mere instrument or medium of exchange,
at the same time and in the same place, invaria-

bleness of value, though desirable, is not of so

much importance ;
the immediate purpose of money

in this capacity being to serve as a point, or

rather a scale, of comparison more convenient than
actual barter between any two commodities or sets

of commodities. It is in the latter capacity, that is

to say, as the subject of engagements or obligations
for future payment, that in every view of justice
and policy, the specific thing promised, in quantity
and quality ;

should be paid at the expiration of

the term.

Thus the seller of a quantity of goods of any
kind, on six months' credit of the agreed value in

gold, at the time of sale, of 46. 14s. Qd. is, or ought
to be, entitled to receive, at the expiration of the"

term, the specific quantity of gold coined into that

sum : namely, one pound weight of a given fineness

of the metal, which is the present standard. If he
receives Bank notes instead of gold, it is because
he prefers them for convenience.

Or suppose a person to lay out 934. 10s. in a
loan on mortgage at 5 per cent, equal to 46/. 14s. Qd.

per annum in half-yearly payments the rationale

of the transaction is, that having the command of

twenty pounds' weight of gold, he lends it on the

consideration of receiving, half-yearly, half a pound
of gold, and also of receiving, at the expiration of the

time, the quantity, twenty pounds' weight, which he
had lent ; unless he should prefer, as he probably
would, Bank notes or a cheque on a banker, in

either case equal in value to that quantity of gold,
and more convenient to him, for otherwise he would
have no motive for giving it the preference to gold.

Both the seller and the buyer of the goods, and the

lender and borrower on mortgage, are willing to

take their chance of what the value of gold may be
at the expiration of the term. It is true that gold

may vary in value
;
but there is no other commo-
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dity, silver perhaps alone excepted, so little liable

to vary. And there is, accordingly, no other com-

modity than gold, or silver, which it would suit

both parties to look to for eventual payment.
Suppose, in the case of the seller and buyer of

goods, that these consisted of a quantity of copper,

say ten tons, which, at the agreed price on six

months' credit, amounted to 934/f. 10s., it could not

equally suit both parties to look to a repayment of

the same quantity of copper, instead of twenty
pounds of gold, which were of the exact value of

the copper at the time of sale, inasmuch as that, at

the expiration of the term, the price or value of

copper might, as compared with all other commo-
dities and with gold, have risen or fallen 10 or 20 per
cent., and to the buyer (if a rise), or to the seller

(if a fall), a loss to that extent would ensue, if the

stipulation were to be by a repayment in copper.
But copper is much less variable in value than
iron. If the transaction, therefore, were to be in

purchase of the latter article on six months' credit,
the repayment, if it were stipulated to be by an

equal quantity of iron, might vary in a much greater

degree in the value. And still greater would be
the liability to variation in value if the contract

were for repayment at the end of six, or even three

months, in wheat.
The case is hardly conceivable, in which it should

equally suit both the seller and the buyer of any
merchandize on credit, that the repayment at the

expiration of any given term should be by an equal

quantity of the thing sold
;
but it does invariably

suit both parties equally that the repayment should
be in a quantity of gold equal to the quantity which
the subject of sale would have commanded at the

time of the bargain.

So, and still more strongly, would this reason-

ing apply to the loan on mortgage. It could not

equally suit both parties to look to eventual re-

L 2
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payment in any other way, in any other commodity,
or in the value of any other commodity, than gold.
The same reasoning applies, and in a still greater

degree, to a payment stipulated to be made in

Bank or Government notes at the expiration of

six months or six years, if the notes be not payable
at the will of the holder in a specific quantity of

gold, or so regulated as to be equal in value to the

specific quantity of the metal in which they purport
to be payable.

This view of the rationale of what the Birming-
ham school, in their peculiar phraseology, are

pleased to call the fixity of the price of gold, is

explained so clearly, and illustrated so aptly, by a

very accomplished writer, Mr. Bailey, in the tract

entitled "
Money, and its Vicissitudes in Value,"

that I am glad to be relieved from the necessity
of urging further arguments or illustrations of

my own, by laying before the reader the following
extract from that work :

" The simplest pecuniary contract which is entered into, and
which may be considered as virtually representing all others,
takes place when one man lends another a sum of money to be
returned to him at some future period, as for instance at the

end of twelve months.
" In this case the nature of the transaction is really this : The

lender grants the use of a certain number of pieces of metal of

given weight and fineness during a definite period, on condition

that an equal number of pieces of the same weight and fine-

ness, shall be restored at the expiration of the time. If we

simplify the matter by putting aside the consideration of the

circumstances attaching to coin, which are not essential to our

purpose, it is the loan of a definite quantity of gold or silver

on condition that an equal quantity be returned.
" Now, let it be observed, that there is here no question of

value, or what quantity of commodity or set of commodities
the gold will command in exchange. This has no part in the

contract. The agreement respects the quantity and not the

value of the gold; it has nothing to do with the purchasing

power of gold in the market. The owner of the gold allows

the borrower the use of the metal just as the owner of a spade
or a plough might lend the implement to a neighbour, on con-

dition of its being restored in the same state. It is true the

owner of the gold does not require the return of the same
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identical pieces of metal as the owner of the spade would pro-

bably insist on the restoration of the identical spade ;
and for

the reason before mentioned, that one pound of gold is precisely
like another, or one piece of good money resembles in every
respect others of the same denomination, and therefore, to exact
a return of the pieces actually lent would be perfectly useless

to the lender, while it would be incompatible with the object
for which all money is borrowed, viz. the power of transferring
it to some one else. Should the transaction be somewhat more

complex should there be a stipulation that interest should be

paid for the use of the money still the nature of the contract
would remain the same. It would be merely requiring that in

addition to the restoration of the original quantity of gold a
certain smaller quantity should be given to the lender for its

use. There would still be no consideration no question about
value but simply about quantity. The bargain would in no

respect differ from one which had wheat for its subject instead

of money, or a spade, or a plough. It would be an analogous
case if one farmer lent another a plough on condition of re-

ceiving back not only the plough but a new handle or a new
share.

" This is a correct representation'of the nature of all mere

pecuniary bargains, whether loans or annuities, and it is so par-

ticularly desirable to notice that in such bargains the question
is not at all of value but of quantity, that the reader will

pardon a little repetition. When I lend a sum of money I make
no reference at all to its value that is, of the relation of

money to other articles I never think of them; I stipulate

only for the return of the quantity of money lent, along with
such an additional quantity for its use as may be agreed upon.
If I referred to the value of the sum lent, it would be necessarily
its value in some one thing or in several things, and then my
bargain Avould be in effect for a return of certain quantities of

these things. We must come to a quantity of something at the

last.
" A steady application of this simple principle would remove

many of the difficulties which are generally considered to em-
barrass this question.

" It is true that contracts may be made which shall have refer-

ence to the value of gold or silver as well as to its quantity ;

and in some cases very properly. I may with great propriety

stipulate, that, inasmuch as the 1001- which I lend when wheat
is at 50*. per quarter is equal to forty quarters of wheat, the

value of forty quarters of wheat shall be returned to me when
the loan is repaid. In effect this is, as already remarked, lend-

ing the wheat. In the same way any other commodity may be

lent, or any other stipulation may be made. The freedom of

bargains is and ought to be quite unrestricted ; but, where no

expres8 condition of this sort is made, the contract amounts to

L 3
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what I have before stated it to be, a loan of quantity without

reference to value, and the loan is fully repaid when the original

quantity is restored, with the additional portion contracted for

as interest. This is the only construction that can be put upon
a pecuniary contract ; for if any one insists that it is a contract

for a certain value, he is bound to show in relation to what

commodity this value is to be, and then the matter would be
reduced into a bargain for a quantity of that commodity. Thus
he would be maintaining that a pecuniary contract does not

relate to a quantity of money as expressed on the face of it,

but to a quantity of some commodity of which no mention is

made. This view is undoubtedly very different from that

which has been frequently entertained. It has been usually
assumed that in cases of loans an injustice is committed if the

same value is not restored, as well as the same qiiantity. It

has been considered, that is to say, that the sum paid back
should enable the owner to command neither more nor less

than the quantity of commodities in the market which he could

have commanded when the money was originally lent.
" How far this might be a desirable circumstance, if it could be

effected, is questionable ; but it is certainly not required by
justice or equity. It is not just that the man who borrows a

spade from another when it is 5*. in price, and restores it when
it is 2s. 6d. should be obliged to return two spades, unless a

special agreement to that effect has been made. Neither can it

be just that a man who borrows a pound of gold should be

obliged to restore two pounds, on the ground that a pound of

gold will, at the time of payment, purchase only half the quan-
tity of wheat or other commodities that it could have purchased
when the loan was advanced.

" The matter would be perfectly plain if the use which is made
of gold permitted the identity of the individual pound borrowed
to be preserved. No one in that case would think of any thing
more than the restoration of the original gold. An instance

closely analogous occurs when, as is by no means uncommon, a

service of plate is lent by one individual to another for a speci-
fied compensation. The lender, on receiving back his plate at

the end of a dozen months or a dozen years, would make no
claim on account of the altered relation of the metal to other

commodities. All that he would look for would be the restora-

tion of the original articles in an uninjured condition." (Money
and its Vicissitudes in Value, pp. 100 105, by the Author of

a Critical Dissertation on Value, &c. 1837.)

It will be observed that this view of the rationale of

pecuniary contracts constitutes an insuperable objec-
tion to what is called a double standard of gold
and silver.
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In the interval between Sir Robert Peel's two

Speeches of the 6th and 20th of May there had
been some criticisms on the former. These were
contained in an article of The Times news-

paper.* They were noticed by Sir Robert, in his

second Speech of the 20th of May.
"

I am told," he

said,
" that my chain of argument the other night

was incomplete ;
that there was no necessary con-

nexion between my premises and my conclusions
;

* In the 2d edition of my pamphlet
" on the Currency

Principle," which had been published and was in the hands of

some of the Members on the day of the debate of the 20th May
1 844, I introduced an extract from the article in the Times in

the following terms :

The policy in pursuance of which the measures of govern-
ment were proposed was developed in a speech on the 6th of

May of some length by Sir Robert Peel. The merits of that

speech have been described in a manner perfectly accordant

with my estimate of them in a leading article of the Times ;

and as, agreeing in the view thus taken, I should fail of con-

veying it in language of my own so characteristically clear and

appropriate as that in which it is there expressed, I am induced
to give the following extract, premising that in the part im-

mediately preceding, the proposed arrangements are spoken of

as meeting with general approbation, in which the writer of

the article concurs.
" Sir R. Peel's speech was, we think, scarcely so good as his

propositions. His premises were excellent ; his conclusions

admirable : all that was wanting was a connection between the

two. The speech failed precisely in that which he professed,
with some parade to have accomplished. It failed in develop-
ing clearly the principles on which the proposed changes were
based. It had a beginning and ending, but seemed to have lost

its middle in the delivery. He laid his foundations deep and

palpable in the gold mines of Mexico ; his towering results are

those which have long furnished a landmark to the sagacious

speculator on agios and exchanges ; but there was a large in-

tervening space of impenetrable and unmeaning cloud, dis-

playing no visible or intelligible form to any imaginations but
those which have already mastered the intricate and perilous

ground which lies beneath. Sir Robert Peel expends much
time in a true, ingenious, and very complete demolition of

the Birmingham financiers. One-third part of his speech is

occupied in showing that gold the money of this country is,

and that gold it ought to remain -an exposition which, how-

L 4
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that I did not show the necessity of interfering
with the circulation of joint-stock banks or country
banks

;
that I did not establish the policy of giving

ever valuable in itself, might, we think, without any serious
loss to the argument, have been deferred till it was more dis-

tinctly called for. He proceeded to prove that an interference
with promissory notes, which were the substitutes for gold, did
not involve him in the necessity of meddling with bills of ex-

change or checks upon bankers that convertibility was not
alone a sufficient guarantee against over-issue that country
bankers did not regulate their issues by the foreign exchanges

and that a government bank was politically dangerous.
Thence he unceremoniously leapt to his practical conclusions.
' This brought him,' he said,

' to an explanation of the prac-
tical measures which he proposed for the regulation of the mat-
ters he had submitted to the consideration of the House.'

"These measures we have said are just and sagacious; but

they are scarcely justified by the speech by which they are in-

troduced. The local banks of issue, for instance, are to be

extinguished. Why ? "We gather from Sir Robert Peel's speech
that it is because '

they do not control their issues according
to the state of the foreign exchanges.' And why should they
so control them ? Because the omission to do so is the cause of
over issue. And how so ? Alas, in this, the very heart and
root of the question the moot point of the whole Sir Robert
leaves us in the dark. The connection between foreign ex-

changes and English circulation is an interesting and most im-

portant subject ;
it lay directly between Sir Robert Peel and his

conclusion nay, was the very ground on which that conclusion
rested ;

and though to a certain extent intricate, is not too
abstruse to be handled briefly and conclusively by the first

financier of the day. Why, instead of grappling with it, did he

spend time in proving what none but a few enthusiasts deny
the inexpediency of a return to paper payments ? Equally

chary is he of reasons for the proposed separation of the
issue and deposit departments of the Bank of England. Those
indeed who are familiar with the opinions of the principal
mercantile men of the day, or have even mastered the leading
pamphlets on those subjects, will be at no loss to divine the

principles on which he is proceeding. But this does not meet
the wants of the wholly ignorant world, or even, we fear, of
the half-informed House of Commons ; and we therefore regret
that such an occasion as the present has not drawn from the
Premier a fuller and more instructive exposition of those views
of currency on which he intends himself, and should persuade
his successors, to regulate the circulation of the country."

Unquestionably it is not easy to conceive a more defective
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an increased control to the Bank of England over

other banks. Now, I am not conscious that any
link in the chain of argument was wanting."
With all due deference to such an authority, I

have now to submit some considerations which may
tend to show that there is not one link in his chain of

argument that will hold to warrant his conclusion.

Sir Robert Peel's argument, as far as the immedi-
ate purpose is concerned, must be confined strictly
to the question of the regulation and limitation of

the amount of the note circulation. To provide
for the solvency of banks, whether issuing or non-

issuing, is a totally different question, although Sir

Robert Peel, for the purpose apparently of pro-

ducing an effect, thought proper to dwell upon the

horrors of insolvent banks as a prominent reason for

restricting the amount of the circulation. This ques-
tion of insolvency is a point to which I shall have
occasion to advert hereafter. In the mean time it

cannot be too strongly enjoined on the reader not for

a moment to lose sight of this distinction, which Sir

Robert seems constantly intent upon escaping from.

or less instructive exposition of views which, were destined to

have so important a practical application.
Sir Robert Peel had evidently adopted the doctrine of the

currency principle in its fullest extent, according to the exposi-
tion of it by Mr. Norman and Mr. Lloyd ; but in his endeavours
to explain it to the House, and to show the connection of it

with the measure he was proposing, he failed in a degree which
is surprising in a person so gifted, and so generally clear in his

statements.

The truth is, that he laboured under the disadvantage of

having embraced, without sufficient examination, a theory of

the currency which is not accordant with, or explanatory of,

the working of the actual system, or calculated to give any dis-

tinct insight into the probable effects of the intended change ;

and more especially of that part of it which relates to the sepa-
ration of Issue and Banking. This measure of separation, for

instance, may be the best possible ; but if so, it could not be
admitted to be so for the reasons stated by Sir Robert Peel.

Inquiry into Currency Principle, Supplementary Chapter, 2d
edition, page 148 151.
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SECTION 2. On Sir Robert Peel's Definition of
"
Money"

The commencement of Sir R. Peel's exposition of

the principles of the Act of 1844 is, as it ought to

be, with a definition of the word money.
This definition, among ordinary disputants,

would be a mere question of language, and would
involve no interest except, to those who were

disposed to take part in what might be deemed
a scientific controversy; but, in the instance of

Sir Robert Peel's definition, the case is differ-

ent. Words, with him, were things. Upon his

understanding and assumption of the meaning of

the word "
Money," he has based a great part

of his argument for restraining the circulation of

that description of paper credit which, in obedience

to the tenets of the currency theory, he considers

to come within the definition of "Money." The
definition by Mr. Norman and Mr. Loyd, and their

deductions from it in favour of their theory would,
however questionable, be harmless

;
but when

adopted by Sir Robert Peel, and made the ground
of a legislative measure, it has been far otherwise.

" I must state," he says,
" at the outset, that in using the

word '

money,' I mean to designate by that word the coin of

the realm and promissory notes, payable to bearer on demand.
In using the word '

paper currency,' I mean only such pro-

missory notes. I do not include in that term bills of exchange,
or drafts on bankers, or other forms of credit. There is a
material distinction in my opinion between the character of a

promissory note payable to bearer on demand, and other forms

of paper credit, and between the effects which they respectively

produce upon the prices of commodities, and upon the ex-

changes. The one answers all the purposes of money, passes
from hand to hand without endorsement*, without examination,

* If endorsement is an essential distinction, whence the threat

to country bankers to deter them from any attempt at circulating
short dated bills of exchange as substitutes for Bank notes?
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if there be no suspicion of forgery ; and it is what its designa-
tions imply it to be, currency or circulating medium."

Here the first link in the chain, or rather the

ground-work of the argument, by which it is sought
to show that Bank notes, possessing properties
which apply to no other description of circulating

medium, require regulation as to the quantity al-

lowed to be issued, will be found to fail. The de-

finition of money, as including promissory notes

strictly payable in coin on demand, is not warranted

by any recognised authority, or by any legitimate

process of reasoning.

First, as to authorities.

In Johnson's Dictionary the definition of Money
is,

" Metals coined for the purposes of commerce."
In no instance, I believe, will it be found that

Mr. Locke or Mr. Harris, or even the first Lord

Liverpool, included promissory notes, issued by
banks and returnable to the issuers at the will of

the holder in exchange for coin, in their use of the

word "Money."
The Bullion Report of 1810 affords no sanc-

tion to the definition of the word by Sir Robert
Peel. The phraseology of the Report, on this

important point, is remarkably guarded and uni-

form. "Paper currency" is the term employed,
and the words "

paper money" do not occur in more
than one or two instances

;
and in these the imme-

diate context fixes the acceptation in which they
are used. So also Adam Smith occasionally speaks
of paper money when meaning paper credit, that

is, Bank notes payable in coin on demand. The
same use of the term may doubtless be found in

other writers
;
and I have so used it myself. But

it will be found, I apprehend, that it has only been
so employed as one among the several current modes
of expression in which the term has been variously

applied. And it is only as a matter of strict and
scientific definition, in the nature of one of the
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postulates for the basis of a theory, and as a ground
for its practical application, that I deny the existence

of any sufficient authority for such use of the term.

Mr. Huskisson, in the following extracts * from
his pamphlet, seems to have taken considerable

pains in marking the distinguishing features of

money and paper currency properly so called.

" It is," he observes,
" of the essence of money to possess

intrinsic value."
"
Pap*r currency has obviously no intrinsic value." .

"A promissory note, under whatever form, or from whatever
source it may issue, represents value. It does so inasmuch as

it is an undertaking to pay in money the sum for which it is

issued."
" The money or coin of a country is so much of its capital.

Paper currency is no part of the capital of a country ; it is so

much circulating credit."
" Whoever buys gives whoever sells receives, such a quan-

tity of pure gold or silver as is equivalent to the article bought
or sold. Or if he gives or receives paper instead of money, he

gives or receives that which is valuable only as it stipulates the

payment of a given quantity of gold or silver. So long as this

engagement is punctually fulfilled, paper will of course pass
current with the coin with which it is constantly interchange-
able. Both money, however, and paper promissory of money,
are common measures, and representatives of the value of all

commodities. But money alone is the universal equivalent:

paper currency is the representative of that money."

Then as to the process of reasoning by which
Sir Robert Peel classes Bank notes under the de-

signation of money. He assumes that there is a dis-

tinction not only between the character of a pro-

missory note payable on demand, and other forms
of paper credit, but between the effects which they
produce respectively upon the prices of commodities,
and upon the exchanges. This assumption of the

peculiar influence of Bank notes on prices, and on
the exchanges, is unsustained by fact or argument.
But of this ground of distinction, more hereafter.

* The Question concerning the Depreciation of our Cur-

rency stated and examined, 1810, pp. 1, 2.
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The only other ground of distinction stated by
Sir Robert Peel is that of their "

passing from
hand to hand without endorsement and with-

out examination, if there be no suspicion of for-

gery." These differences are the most trivial

imaginable. With reference to these and other

distinctions that have been set up between Bank
notes and bills of exchange, the following remarks

by Mr. Fullarton have my entire concurrence:

I am aware, indeed, that by those who can perceive no
difference between a Bank note and a sovereign, in respect
to their several capacities of ministering to the offices of ex-

change, and yet are unwilling to allow the bill of exchange or

the banker's cheque to rank on a parity with the Bank note as

money, certain small and irrelative points of distinction have
been suggested and insisted upon, as affording legitimate ground
for the peculiar estimation which they claim for the Bank note.

With regard to bills of exchange, for instance, we are told, that

they are not entitled, like Bank notes, to the designation of

money, for these among other reasons, namely, that they are
"
payable at a fixed place (! !), are drawn for amounts incon-

venient for the general purposes of pecuniary affairs, require a

knowledge on the part of those who receive them as to the

solidity of the names which appear on them, and, in most cases,
can only be transferred by an indorsement, which involves the

credit of the indorser." *

Now, in the first place, it is not in point of fact true, that

the circumstances here enumerated as peculiar to bills of ex-

change constitute any real distinction between those bills and

promissory notes. If bills of exchange are payable at a fixed
place, every Bank note, I apprehend, is the same ; though how
its being so or otherwise should be a matter of the slightest

importance, I own I am quite unable to conjecture. The sums
for which bills of exchange are usually drawn, may be more

unequal, and less convenient for pecuniary purposes, than the

sums imprinted on Bank notes
; but this is an inconvenience

easily obviated, wherever bills of exchange come extensively

enough into use as a substitute for money to make it worth the

trouble, and it proved no obstacle to their being employed
during a long series of years, and to the almost total exclusion

of notes, as the currency of all Lancashire, of the West Riding
of Yorkshire, and a large portion of the other great manu-

* See Mr. Norman's 'Letter to Charles Wood, Esq. M.P.,'

p. 43.
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facturing districts in the heart of England. In those districts,
we are told, that bills were then to be had for all sums from five

pounds to ten thousand, and at all dates not exceeding three
months. It may no doubt be very desirable that the party
receiving a bill of exchange should know something "of the

solidity of the names which appear on it ;" but it cannot be more
so, than that the taker of a Bank note should know something
of the solidity of the banker who issues it. And, with respect
to the alleged peculiarity attaching to bills, that " in most cases

they can only be transferred by an indorsement which involves

the credit of the indorser," it may be sufficient to answer, that,

though an indorsement may in the first instance be required to

render a bill of exchange negotiable, that negotiation need not
involve the responsibility even of the first indorser, .unless he

pleases ; and a bill once indorsed in blank may afterwards pass

through a hundred hands by delivery, just as a Bank note does.*

These essential distinctions are in truth worth

absolutely nothing, and most assuredly they do any
thing but prove that Bank notes can, with pro-

priety, be included in the definition of money, to

the exclusion of bills of exchange.
It will have been observed that, in the passage

I have cited, Sir Robert Peel slides from contending
that Bank notes are money into considering them

only as currency or circulating medium, but still to

the exclusion of bills of exchange. He, in a sub-

sequent passage of his Speech, refers to the first

Lord Liverpool, whom he had before quoted, and

proceeds to remark :

" There is a passage in the work to which I have before

referred, the Treatise of Lord Liverpool, which draws the just
distinction between paper credit and paper currency, and ex-

poses the fallacy of those who deprecate any attempt to regulate

by law the paper currency on the ground that it is not distin-

guishable from paper credit."
" Lord Liverpool observes : It has been a common artifice

practised by those who have written on paper currency, to

confound paper credit with paper currency, and even the higher
sorts of paper currency with the inferior sorts, such as imme-

diately interfere with the use of the coins of the realm. Paper
credit is not only highly convenient and beneficial, but is even

* On the Regulation of Currencies, pp. 38, 39.
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absolutely necessary in carrying on the trade of a great commer-
cial kingdom.

"
Paper currency is a very undefined term as used by specu-

lative writers. To find arguments in its support, at least to the

extent to which it is at present carried, they have been obliged
to connect it with paper credit ; so that the principles on which
the use of paper credit is truly founded may be brought in

support of a great emission of paper currency. Paper currency,

strictly speaking, consists only of bills or notes payable or con-

vertible into cash on demand by the person who issued the same
at the will of the holder."

Lord Liverpool's book, published in 1806, con-

sequently during the Bank Restriction, treats almost

exclusively of the professed object of it, as indicated

bv its title,
" The Coins of the Realm." And a

j

most valuable treatise it is on that subject. A dis-

tinct examination, however, of the nature and func-

tions of the different forms of paper did not enter s

into the purpose of the writer, and consequently
he can hardly be considered as an authority for

the distinction set up by Sir Robert Peel. Lor*d

Liverpool nowhere sanctions the definition of

"money" as including Bank notes. But he in-

cidentally notices a distinction which it would
have been well that Sir Robert Peel should have
been aware of. The distinction I allude to is that

between the higher denominations of Bank notes

and the lower. Lord Liverpool says, in the passage
cited, it has been a common artifice among writers

on paper currency
" to confound the higher sorts

of it with the inferior sorts, such as immediately

interfere with the use of the coins of the realm"
Adam Smith is the first, I believe, who pointed

out the distinction between Bank notes of the lower

denominations, which served chiefly for the pur-

poses of retail trade, and the higher, which were
in use principally between dealers and dealers.

The higher ones do not now circulate even among
dealers, excepting cattle dealers and horse dealers,

having been superseded by a general use of banking
accommodation, and consequently by cheques and
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book credits. I am not aware that this distinction

between the two denominations of notes had been
remarked upon by any writer since Adam Smith,

excepting this slight incidental notice by Lord

Liverpool, till I had occasion, in a pamphlet which
was published a few weeks before Sir Robert Peel

brought forward his measure, to call attention to

the important bearing which the difference between
the two sorts of paper is calculated to have upon
the question of the currency theory. The con-

founding of them Lord Liverpool considers to be
" an artifice" practised by those who have written

on paper currency. I consider it to be nothing
more than a gross mistake. It confuses and vitiates

the reasoning on which the main conclusions of the

currency theory are made to rest
;
and it involves

the further mistake of confounding currency and

capital.
Sir Robert Peel, after referring to the above

passage from Lord Liverpool, says,
" That appears

to me to be the true definition of paper currency
as distinguished from paper credit. It is the sub-

stitute for and immediate representative of coin,

and with coin constitutes
l

money.
1 r Now Lord

Liverpool justly observes that it is the lower sorts

only that interfere with the coins of the realm : by
interfering with, meaning, obviously, serving as

substitutes for them and nowhere does he sanction

a definition by which even these notes of inferior

denomination could be considered as paper "money."
Sir Robert Peel's definition of money is identical,

however, with that which had been propounded and

explained by Mr. Norman and Mr. Loyd in their

evidence and their pamphlets.
The mistake on which this definition proceeds

of confounding the two distinct functions of Bank

notes, and considering both of them as substitutes

for coin, and consequently as constituting money,
is so important in its bearing upon this first link
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of Sir Robert Peel's argument, that I trust to be
excused for here inserting the following extract

from my pamphlet in which the distinction between
the two kinds of circulation is pointed out :

" Mr. Norman, after noticing what he calls the

contrivances usually resorted to for the purpose
of either dispensing with the use of money alto-

gether, or of diminishing the quantity of it, which
are absolutely required for the adjustment of exist-

ing transactions, observes

' On these contrivances one general remark may be made, as

it affords a ready and practical, if not a strictly scientific dis-

tinction between such substitutes for money, and that which, as

I conceive, really constitutes money, viz. coin and bank notes.

If bank notes are withdraAvn from circulation, their place must

necessarily be supplied by an equal amount of coin
; but the

abolition of any, or of all of the contrivances for dispensing
with the use of money, will not necessitate the introduction in

their place of an equal amount of coin or bank notes.' (Letter
to C. Wood, Esq., p. 34.)

" In dealing with this proposition, let us try it

by putting the case in the strongest way, and sup-

pose that the Bank of England has the power, and
is disposed, to withdraw all its notes from circula-

tion; or, in order to obviate the objection, that in

such case other banks might supply the vacuum,
let us suppose that all promissory notes, payable on

demand, were suppressed by act of Parliament,
Would Mr. Norman contend, that the whole amount
must of necessity be replaced by coin ?

" Most assuredly such would not be the effect.
" A moment's consideration must be sufficient to

satisfy any one that it would only be the smaller

denomination of notes, which, if suppressed, would

require to be replaced by coin
;
the whole of the

1?. notes, which still circulate in Ireland and Scot-

land, would require to be so replaced; and the

greater part of the 61. notes, and a small part of

the 10/. notes, in the United Kingdom.
VOL. IV. M
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" All the larger amounts might be, and most

probably would be, supplied by cheques, and bills

of exchange, and settlements.
" The employment of the higher denominations

of Bank of England notes is chiefly for the fol-

lowing purposes :

"
1. Collection of the public revenue, and the

payment of it into the Exchequer.
"

2. Payments on sales and mortgages of landed

and other fixed property. Till lately the rule in

transactions of this nature was almost uniformly
that the payment, on conveyance of the deeds,
should be made in Bank notes. But there has of

late been a tendency to relax this rule, and cheques
are now not unfrequently received in payment on
such occasions.

"
3. Dividends and rents received by persons

who do not employ bankers.

"4. Payments for debts in cases in which the

debtor has not a banker, or in which he would
not be trusted so far as to have his cheque received

in satisfaction of the claim.
"

5. Payments into Court in litigated claims.

"6. Reserves held by bankers, and especially
those of the west end of the town, and by the

joint-stock banks in the city who are not admitted

to the clearing-house.
"

7. Settlements at the clearing-house.
" Now these are peculiar purposes, most or all of

which might be answered by other means than
Bank notes, and most assuredly not by supplying
their place by coin.

"
1. The public revenue is, in an increasing

number of instances, paid into the Exchequer by
drafts on the Bank of England.

"2. Payments for landed and fixed property are

in an increasing number of instances paid by
cheques.

"
3. Dividends to persons not keeping bankers
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might be retained by them in the shape of war-
rants.

"4. and 5. Involve so small an amount, as not

materially to affect the question.
"

6. The circulation of Bank of England notes

among bankers, whether between the Bank of

England and the west end bankers, and the city

joint-stock bankers, and the circulation of country
Bank notes, in settlements among each other, are

mere conventional transfers of capital, which, with
"7. The clearings among the bankers of the

city of London might all be effected either by
Exchequer bills, as in the case of the banks of

Edinburgh, or by cheques on the Bank of England.
" The country bank notes above the lowest de-

nominations (which are in use in the retail trade,
and in the payment of wages) are mostly em-

ployed in the provision markets, and in cattle and
horse fairs, purposes for which bills of exchange
were formerly, and might be again, very exten-

sively employed."*
It appears, then, that there is neither authority

nor reasoning in favour of the definition which
invests Bank notes with the properties of money, or

paper currency, to the exclusion of all other forms of

paper credit. So that the first link of the argu-
ment of Sir Robert Peel, or, rather, the ground-
work of it, utterly fails. But even if he had esta-

blished his definition of Bank notes, as constituting

money, or even paper currency, exclusively of all

other forms of paper credit, so that the distinc-

tion, instead of being a mere unsupported dictum
of the currency theory, were admitted as an axiom

beyond doubt or dispute it does not follow that

* It was a great omission on the part of the Committee on

Banks of Issue in 1840 and 1841, not to have inquired of the

bankers who were examined what were the purposes for which

the different sorts of bank notes were required.

M 2
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this description of paper obligations, or promises,
should require more of regulation, as regards the

issue or the quantity of them, than other obliga-

tions, merely because they are payable on demand.
There is no more reason, derivable from the expo-
sition which assumes this particular property of

Bank notes as constituting them to be money, for

compelling the issuers of them to limit their quan-

tity, than for compelling the issuers of bills of ex-

change to do so.

But it seems there is another link in the argu-
ment which takes Bank notes out of the category
of other forms of paper credit. Sir Robert Peel

admits that other forms of credit have some ef-

fects in common with Bank notes, but he adds
" I think experience shows that the paper currency,
that is, the promissory notes payable to bearer on

demand, stands in a certain relation to the gold
coin and the foreign exchange in which other forms

of paper credit do not stand." What this different

relation may be is not, upon the bare enunciation

of the proposition, very obvious, nor is it rendered

much more so by the illustrations offered in eluci-

dation of it. "There are," says Sir Robert Peel,
"
striking examples of this adduced in the Bullion

Committee of 1810, in the case both of the Bank
of England and of the Irish and Scotch banks."

He then goes on to give the examples, which
are

1. The Bank of England in 1696, when it had

suspended its payments in cash, and when its notes

were at a discount of 17 per cent.

2. The Bank of Ireland in 1804, when its notes

were not only inconvertible into gold, but were not

convertible, as the English and Scotch bank notes

were, into Bank of England notes.

3. The Scotch Banks about the middle of last

century, which issued notes with an optional clause.
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To Mr. Fullarton* we are indebted for a very
clear exposure of the utter inapplicability of these

examples to the elucidation of the very obscure

proposition which they were called forth to illus-

trate. I regret that the length of this very striking

passage compels me to refrain from inserting it. I

will only here repeat the concluding sentence of

it:

"
Really, to anticipate any effect from illustra-

tions like these, is presuming somewhat far on the

ignorance of those to whom they are addressed."

How Sir Robert Peel could venture to adduce

examples so inappropriate to any legitimate pur-

pose of his argument, is not easily to be ac-

counted for, unless he acted upon the presumption
perhaps a fair one that he was addressing an

auditory profoundly ignorant of the subject, and
a public little less so.

Sir Robert Peel concludes the citation of these

singularly inappropriate examples with the remark,
" In all these cases the action has been upon that

part of the paper credit of the country which has

consisted in promissory notes payable to the bearer

on demand."
It appears from this passage that Sir Robert

Peel, assuming that the Bank, in those far-fetched

cases of inconvertible paper, acted directly upon
the amount of their out-standing notes, inferred,
and desired those he was addressing to infer, that

the Bank of England and the country banks, in

modern practice, and in a strictly convertible state

of the paper, have also a direct power over the

amount of their circulation, and thence an influ-

ence on the total quantity of money ; and, conse-

quently, on prices, and on trade and credit.

*
Regulation of Currencies, p. 176 to 184. 2d edition.

M 3
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SECTION 3 On the Currency Principle.

Sir Robert Peel, in ascribing these exclusive pro-

perties and functions to bank notes, and in main-

taining, as he did, that the amount of them ought
to be regulated by immediate reference to the

foreign exchanges, had become, in the fullest sense

of the word, a proselyte of the "
Currency prin-

ciple"* school.

And as it was in accordance with the tenets of

that school that his banking measure of 1844 was

framed, it is necessary, in the examination of the

merit of the scheme, here to give some account of

them. This I cannot do better than by the follow-

* It has been supposed that the use of the expression
" Cur-

rency Principle
"
to designate the set of opinions here alluded to

was first used by me. This is a mistake : it was first used, I be-

lieve, in the evidence of Mr. Norman, before the Committee on
Banks of Issue in 1840. After a question and answer relating
to the circulation of the country banks, he is asked,

"
Q. 2018. Do you conceive that their circulation is at pre-

sent regulated in any way consistently with the variation

which would take place in a metallic currency? No"; I think

not : it seems to me that their circulation is varied upon what
I should call Banking principles : that is to say, that it increases

with the rise of interest and prices ; and that it decreases with
the fall of interest and prices, in opposition to what I should call

Currency principles, according to which it would increase or

decrease with increase or decrease of bullion ; and the only
limitation that I can perceive, is the ultimate necessity which
the private issuers are placed under of discharging their notes
in gold or Bank of England notes."

There is another answer or two by Mr. Norman, in the same
evidence, in which the term is so used. And in his letter to

CharlesWood, Esq., in 1841, page 30, the term "
Currency Prin-

ciple
"

is again used in opposition to the "
Banking Principle."

Mr. Gilbart, in the course of his examination before the
same Committee in 1841, having made use of the terms Cur-

rency principles and Banking principles, was asked :
"
Q. 932.

What do you mean by the expression
'

Currency principles ?'

I mean by the phrase
'

Currency principles
'
a bank which

shall do nothing else but issue notes for gold, and gold for

notes. Q. 933. What do you mean by the expression,
' Bank-

ing principles ?' I mean by
'

Banking principles' notes that
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ing description of them, given by me when writing
on the subject, before I was at all aware, or thought
it within reasonable probability, that the theory of

that principle was destined to form a basis for the

regulation of our paper currency.
" It was held by most writers of any authority

on the subject of the currency, till within the last

few years, that the purposes of a mixed circulation

of coin and paper were sufficiently answered, as

long as the coin was perfect and the paper con-

stantly convertible into coin
;
and that the only

evils to be guarded against by regulation, were
those attending suspension of payment and insol-

vency of the banks, a large proportion of which
blend an issue of promissory notes with their other

business. This, in point of fact, is what is under-

stood in general terms as the *

Banking principle/
and is that upon which our system of currency is

constructed and conducted.
" But a new canon of currency has of late been

promulgated by persons of no mean authority.

According to these authorities, it is not sufficient

that the Bank notes should be at all times strictly
convertible into coin, and that the banks, whether

issuing or not issuing, should be solvent
; they

consider that a purely metallic circulation (except-

ing only as regards the convenience and economy
of paper), is the type of a perfect currency, and con-

tend that the only sound principle of a mixed

currency is that by which the Bank notes in circu-

lation should be made to conform to the gold, into

which they are convertible, not only in value, but
in amount; that is to say, that the Bank notes

are issued in the repayment of deposits, or in the discount of

bills, or in the making of loans ; at the same time, I would state

that I merely used those words in the sense in which they are

used by the writers who advocate those peculiar principles
which they call Currency principles. I do not at all admit
that those are the correct principles upon which the currency
should be administered."

M 4



168 THE CURRENCY PRINCIPLE.

being supposed to be a substitute, and the only
substitute, for so much coin, should vary exactly in

amount as the coin would have done if the cur-

rency had been purely metallic
;
and that the test

of good or bad management is not, as is considered

under the mere banking principle, in the extent

or proportion of reserve in treasure and in imme-

diately convertible securities held by the banks
;

but in the degree of correspondence between varia-

tions in the amount of bullion and variations in the

amount of Bank notes in circulation. A regulation
of the issue of Bank notes, in conformity with this

doctrine, is now understood to be designated as the
'

Currency principle.'
" With a view to the application of this principle

to practice, it has been suggested that either a

national bank should be established under com-

missioners, whose duty and functions should be
confined to the exchange of paper against gold and
of gold against paper, for all beyond a fixed amount
of paper issued against securities

;
or that the

Bank of England should be the sole source of

issue, under the strictest rule of separation of the

functions of issue from the merely banking depart-
ment.

" The arguments urged in favour of such separa-
tion have, as it should seem, made considerable

impression on the public mind, and schemes founded

upon this principle have been strongly pressed on
the attention of government, on the ground not

only of guarding against the danger of suspension
and insolvencies of the issuers, but of imparting
more confidence and stability to credit and trade,
and of securing greater steadiness in prices, and
thus obviating or abating the alternations of

feverish excitement and the extreme of depression,
which have prevailed under the existing system,
and which are imputed to a neglect of the Currency
principle.
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" The theory of the Currency principle numbers

among its advocates many distinguished names.
The fullest and most elaborate statements of

it,

however, are to be found in the publications of Mr.

Norman, Mr. Loyd, and Colonel Torrens, and in

the evidence of the two former gentlemen before

the Committee of the House of Commons on Banks
of Issue in 1840. I therefore avail myself mainly
of their exposition of the doctrine, and their argu-
ments in support of it, as affording the best grounds
for an examination of the theory, and of the prac-
tice recommended as an application of it.

" The following extract from Mr. Norman's evi-

dence conveys a concise statement of the theory,
and of the proposed application of it, as the only
sound rule for the paper portion of the currency,

namely, Bank notes, which he limits to those notes

whicji are in the hands of the public :

" ' I consider a metallic currency to be the most perfect cur-

rency, except so far as respects inconvenience in some respects,
and cost. In every thing else a metallic currency is the most

perfect, and should be looked upon as the type of all other
currencies ; and as from their superior convenience and greater

cheapness, bank notes are introduced to supply the place of a
certain portion of metallic currency, I think that bank notes
should be so managed, that they should possess all the other

attributes of a metallic currency, and among those attributes, I
conceive the most important to be that they should increase
and decrease in the same way that a metallic currency would
increase and decrease. I do not think it is possible to improve
upon a metallic currency, except in the two points of con-
venience and cheapness.'*

" Mr. Norman afterwards explained that by con-

venience he meant the easier transfer, and by cheap-
ness the economy of using the less costly material

;

so that the paper thus regulated, would be so far

an improvement on a metallic currency.
" The following are the chief* evils which pre-

sent themselves, according to Mr. Norman's view,
* G. W. Norman, Esq. Evidence. Committee on Banks of

Issue. Question No. 1749.
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in our existing paper circulation, from its riot con-

forming to such rule :

"
1. A tendency to vary, both as to excess and

deficiency, in an unnecessary degree, and at un-
suitable periods.

"2. A liability to discredit, both mercantile and

political, in a large portion of it, if not the whole.
"

3. Temporary or permanent insolvency on the

part of many of the issuers.
" Mr. Loyd in his evidence gives the following

view of the inconvenience which he ascribes to

the present system :

" '

Q. 2748. Are there any other evils besides the danger of

nonconvertibility that arise out of the present system?' 'A.
' There can be no doubt about it

; the state of the circulation

has a very direct effect upon the state of credit, of confidence, of

prices, and of banking ; and if the state of the circulation be al-

lowed to become an unnatural one, unnatural and pernicious
effects will be produced upon all those. If your circulation is

subject either to depreciation from excess of its amount, or to

violent fluctuations of amount, then undoubtedly that will be fol-

lowed by corresponding effects upon confidence, upon credit,

upon prices, upon banking, and so forth. Those things are also

affected by other considerations. I do not see that it is pos-
sible to analyse the effects, and to attribute to each cause its

respective share in producing those effects ; all that can cer-

tainly be understood is, that if you regulate the paper cii'cula-

tion upon sound principles, you may be quite sure that you
have then removed that portion of the evil effects which was
attributable to the want of due regulation.'

"
By an unnatural state of the circulation, and

the want of due regulation, must be understood
in the sense in which Mr. Loyd uses the term, a

non-conformity of the amount ofBank notes to the

amount of bullion." (Inquiry into the Currency
Principle, p. 1 6.)

It will be observed, that in charging the system
as it existed before the Act of 1844, with the evils

here enumerated, and in imputing, as mismanage-
ment on the part of the Bank of England and the

* " Remarks on Currency and Banking," by Gr. W. Norman,
Esq., 1838.
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country banks, their not so regulating the amount
of the note circulation as to make it conform to the

variations in the foreign exchanges, the propounders
of the theory of the currency principle assume and
affirm that it is in the power of the banks to act

directly on their circulation
;
in other words, that

they can and do exercise a direct control over the

quantity of paper currency which they define to be

Bank notes.

SECTION 4. On the Error of confounding Paper
Credit with Paper Money.

In the assumption alluded to at the close of the

last section, it is now quite clear.that, in the currency
theory, paper credit, that is Bank notes, resting on
credit and payable on demand in coin, is confounded
with paper money. The distinction between the

two is thus pointed out by Mr. Huskisson.

" Of paper currency there are two sorts ; the one resting

upon confidence; the other upon authority. Paper resting

upon confidence is what I have described as circulating credit,

and consists in engagements for the payment on demand of any
specific sums of money, which engagements, from a general
trust in the issuers of such paper, they are enabled to substitute

for money in the transactions of the community. Paper resting

upon authority, is what, in common language, is called paper
money ; and consists in engagements issued and circulated

under the sanction and by the immediate intervention of the

public power of the state.* Paper, such as alone used to be
current in Great Britain before the restriction on the bank, was

strictly circulating credit. The paper current in Austria,

Russia, &c. is properly denominated paper money"

Professor Storch, in his very elaborate work
" Cours d'Economie Politique," gives the following
definition of paper money f :

* The confusion between paper credit and paper money seems
to have given rise to the dogma of the currency theory, that the

issue of promissory notes payable on demand, in coin, is a pre-

rogative or function of the sovereign !

t Vol. iv. p. 1.
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" On reserve le nom de papier-monnaie a des billets que le

souverain ordonne de recevoir en payement a la place du nume-
raire metellique. Quelles que soient la forme et 1'origine de ces

billets, qu'ils promettent un remboursement ou non, qu'ils soient
emis par des particuliers ou par le gouvernement, des que leur
circulation n'est plus 1'effet de la confiance, ils cessent d'etre
des billets de confiance et deviennent du papier-monnaie."

Billets de Banque he considers as billets de con-

jiance, in other words, as paper credit, and therefore
as differing essentially from paper money. Other
authorities might be cited to the same effect.

Thus, for example, there is the following passage
in Mr. Fullarton's treatise, already referred to :

" Gold and silver coin pass current in exchange for all sorts

of commodities, because gold and silver are themselves com-
modities of value, and furnish the buyer and seller with a con-
venient equivalent that is universally in demand. Inconvertible

government notes, though valueless in themselves, acquire a
value in exchange, as has been shown, from the conditions
annexed to their emission, and by reason of that value are
received in exchange for commodities precisely on the same

principle as coin. These two descriptions of circulation, there-

fore, fall naturally under a common head ; and the phrase
'

money
'

may by a fair analogy be applied equally to the one
as to the other. The operations performed by both, but more

especially those performed by the coin, partake to a greater or
less extent of the nature of barter. But when, in the progress
of society, credit comes to perform an important part in all

mutual dealings, and in the great majority of transactions super-
sedes the necessity for this interchange of equivalents, an en-

tirely new principle is brought into play, and one governed by
distinct laws. Credit becomes then the legitimate substitute

for money, but, in all its modifications and phases, it is distin-

guished by a broad and impassable line from money itself. The
real question then to be considered is, not whether this or that

particular form of credit be entitled to the designation of
'

money,' but whether, without a perversion of terms and an

outrage of principle, that denomination can be applied to credit

in any shape.
"
Now, what are bank-notes but a form of credit ? What are

they but credit parcelled out into small and even sums, for

greater convenience in circulation ? Each note is simply a
transferable acknowledgment of a debt due from the banker to

the first recipient of the note, and which he (the banker) pro-
mises to pay on demand : the value of which it purports to

convey is that which it enables the holder to command by send-

ing it to the bank, from whence it issued, and no other
; and it
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is a value which rises and falls with the value of the money it

represents, whether that money be metallic or conventional ;

for a circulation of bank notes may have either indifferently for

its basis." (Regulation of Currencies, 2d edition, pp. 36, 37.)

The difference between the two descriptions of

paper is highly important. In my tract of 1844, I

noticed the error of confounding the two, and

pointed out their distinctive features in practical

operation. As my notice of that distinction, and of

the practical consequences flowing from it, brought
forth answers from some of the most prominent of

the partisans of the currency theory, avowing their

belief of the perfect identity of the two sorts of

paper currency up to the point of convertibility,
and denying any difference up to that point in their

practical effect, it is essential to a clear view of

the difference between us, to insert here the passages
of my tract relating to it, and of the answers which
it elicited.

" A great part of the examination of witnesses

by the Committee of the House of Commons on
Banks of Issue in 1840, was directed to the elicit-

ing of opinions as to the terms by which the various

kinds of instruments of exchange should be desig-
nated and classified. The witnesses were severally
called upon to define the sense in which they used
the terms '

money, currency, and circulation,' and
to say whether they included deposits in the Bank
and bills of exchange under any or all of these

terms.
" The importance which was attached to the

attempt at settling those definitions seems to have
arisen from an opinion which prevailed evidently

among the members of the Committee*, that, by
* From the tenour of the questions which were put to me

and other witnesses by Mr. Hume, it might be inferred that he
was of opinion that bank notes and deposits, as they conferred

a power ofpurchase, were operative as a cause of variations of

prices. And it is possible that such was then his opinion ; but,
not long before, he seems to have entertained a very different
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arriving at a conclusion as to what part of the

various forms of paper credit should be considered

exclusively as money or currency, conferring a

power ofpurchase, some criterion or test might be
found of the influence of one of the principal ele-

ments upon which not only the state of trade and

credit, but also general prices depend; it being
assumed that commodities, although liable in each

particular instance to be influenced by circum-

stances affecting the supply and demand, are more
or less under a direct influence from variations in

the quantity of money or currency. And the same

assumption of a direct agency of the quantity of

money, according to the assumed definition of it,

on prices, will be found to be either expressed or

implied in the vast majority of the numberless

publications to which the currency question has

given rise.
" An increase or diminution of the amount of

Bank notes is evidently considered, not only by the

professed adherents of the doctrine of the currency

principle, but by a large proportion of the public
who take an interest in the subject, to be analogous,
in the effects on markets, to alterations in the quan-

tity of a government compulsory paper ; or, in

other words, they consider that prices in such cases

are under a direct influence from, and affected in

the same manner by, variations in the amount of

view. In the debate on Sir W. Clay's motion for a committee

on Joint Stock Banks, May 12. 1836, Mr. Hume said, "With

regard to the amount of paper issues, I think I could show that

it would be impossible to issue too much paper money, if it

were made convertible into gold in every part of the kingdom
on demand. Indeed, I believe that great delusion exists in the

country with regard to the effect on prices of the currency. My
opinion is, that the quantity of money depends on the rise of

prices ; and that the rise of pi'ices does not depend on the

quantity of money. I hold the prevailing doctrine to be ex-

tremely erroneous on this point. The currency doctors I know
differ from me ; but there has never been a fair opportunity of

demonstrating the truth of my propositions."
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Bank notes in circulation, which they designate

indiscriminately as paper money.
" I cannot help thinking that there is a lurking

impression among the doctrinaires of the currency

theory, arising mainly from their use of the term
' issue of paper money,' which leads them to con-

found Bank notes, strictly convertible into coin,
with a compulsory and inconvertible paper cur-

rency. It is true, no doubt, that they are aware
that the liability to payment on demand in gold
will eventually check any excess of issue in the one,
and will thus distinguish it from the other. But
it seems to me equally true, judging by all their

expressions and the whole course of their argu-

ments, that they are misled by a false analogy, and
that although they admit in general terms that

there must be a check to the power of issue by
its being brought to the test of convertibility, they
are of opinion that there is a power in each indi-

vidual bank of issue, and in the banks of issue col-

lectively, to operate at any given time in adding
directly to the amount ofBank notes in circulation

and in withdrawing them from it. The presump-
tion that the advocates of the currency principle
are under the influence of this mistaken analogy
will be strengthened when we come to the conside-

ration of the effects in trade, credit, and prices,
which they ascribe to the influence of the quantity
of money, meaning Bank notes and coin.

" This erroneous impression arises from a neglect
of the consideration of the difference in the manner
and purpose of the issue. I have not met with
an instance in the inquiry by the committees, or in

the numerous publications which have appeared
on the subject of the currency, of any attention

having been paid to this particular point. Indeed,
the context in all of them seems to assume that there

is no difference, and that therefore any attempt at

explanation would be a work of supererogation.
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Thus, Mr. Porter, who, in the chapter on currency,
in his highly valuable work ' On the Progress of the

Nation,' attributes to the amount of the circulation

great influence on prices, contents himself with

observing,
l It is not necessary to explain, at any

length, in what manner excessive issues of currency
tend to raise the general prices of goods.'* Now an

explanation, however brief, of this point was exactly
the thing wanted. And I cannot help thinking,
that if he had suffered himself to pause and reflect

upon it, he could hardly have failed to modify the

opinion he has there expressed of the influence of

the amount of the currency on prices, and he would

possibly have been led to distrust the correct-

ness of the view presented by the table which he
has inserted in illustration of his opinion of that

connection.
" A moment's consideration will serve to show

the importance of the distinction to which I have
here alluded.

" When a government issues paper money, in-

convertible and compulsorily current, it is usually
in payment for

"
1 . The personal expenditure of the sovereign

or the governing power.
"

2. Public works and buildings.
"

3. Salaries of civil servants.
"

4. Maintenance of military and naval establish-

ments.
" It is quite clear that paper created and so paid

away by the government, not being returnable to

the issuer, will constitute a fresh source of de-

mand, and must be forced into and permeate all

the channels of circulation. Accordingly, every
fresh issue beyond the point at which former

*
Progress of the Nation, vol. ii. p. 225. Mr. Porter, how-

ever, in a new edition, although he still retains the table and
the general views alluded to above, has omitted the particular
sentence given in the text.
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issues had settled in a certain rise of prices and of

wages, and a fall of the exchanges, is soon fol-

lowed by a further rise of commodities and wages,
and a fall of the exchanges ;

the depreciation being
in the ratio of the forcibly increased amount of the

issues.*
"
It will hence appear that the difference between

paper money so issued, and bank notes such as

those of this country consists, not only in the

limit prescribed by their convertibility to the
amount of them, but in the mode of issue. The
latter are issued to those only who, being entitled

to demand gold, desire to have notes in prefer-
ence

;
and it depends upon the particular pur-

poses for which the notes are employed, whether
a greater or less quantity is required. The quan-

tity, therefore, is an effect and not a cause of
demand. A compulsory government paper, on the

other hand, while it is in the course of augmen-
tation, acts directly as an originating cause on

prices and incomes, constituting a fresh source

of demand in money, depreciated in value, as com-

pared with gold, but of the same nominal value as

* Discredit is not an essential element in variations of the

value of an inconvertible paper, nor is depreciation always a

necessary consequence of inconvertibility. The notes of the

Bank of England, and of the private banks of this country,
were, for two years after the restriction, of the same value as if

they had been convertible, and never experienced any discredit.

There were great fluctuations in the credit of the paper money
of the United States of America dui'ing the War of Indepen-
dence, and also in the case of the French assignats, arising from

fluctuating opinions as to the chances of redemption ; and both

descriptions became ultimately valueless by excess, when all

prospect of redemption had ceased. But the Russian govern-
ment paper, although, during the progress of its depreciation,

by successively increasing issues, no certain or probable prospect
of redemption had been held out, seems never to have suffered

any discredit ; and the variations of the exchanges beyond those

produced by the mere excess of the paper, were such only as

are incidental to variations in the state of trade.

VOL. IV. N



178 PAPER CEEDIT AND PAPER MONEY.

before." Inquiry into the Currency Principle, pp.

68-70, 19, 20.

Sir William Clay and Colonel Torrens, in pam-
phlets which appeared soon after mine, and pro-
fessed to be refutations of my objections to their

theory, each of them avowed that they could not

see any difference between the two kinds of paper

up to the point of convertibility.
The following is the passage of Sir William

Clay's pamphlet*, in which he makes that

avowal:

" I profess myself to partake of the blindness of the public in

this matter, and to be wholly unable to perceive any other

difference between the two issues of paper money here described

than the point of convertibility, or in the phenomena which

they are respectively capable of exhibiting. I cannot under-

stand why paper money issued to defray the expenditure of the

sovereign should be different in its effect when so issued, from

paper monejj^paid away for the expenditure of private indi-

viduals, why a five-pound note issued to the builder of a barrack
should take a different course from a five-pound note paid to the

builder of a shop or warehouse why notes employed to defray
the salaries of government clerks should be more disposed to
'

permeate all the channels of circulation
'

than if used to

pay clerks in merchants' counting-houses, or workmen in a

factory ? I myself am totally at a loss to conceive of any one
circumstance or quality which might be predicated of the one,
which might not with equal truth be predicated of the other.

The one sole difference is convertibility a most important one,
no doubt."

This avowal of Sir W. Clay of his inability to

perceive the difference which I had pointed out

between the two issues is thus remarked upon by
Mr. Fullarton :

" Sir William Clay, however, cannot, it seems, understand
this. 'He is wholly unable to perceive' any of that ' essential

difference of character, independently of convertibility, be-

tween Bank notes and a government compulsory paper, which

* Remarks on the Expediency of restricting the Issue of Pro-

missory Notes to a single issuing Body, by Sir W. Clay, Bart.,

M.P., 1844, p. 38, 39.
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Mr. Tooke insists upon ;
he can see no point of distinction but

in the convertibility of the notes ; and, when Mr. Tooke points

out, that the compulsory issues of Governments are usually in

payment for the personal expenditure of the Sovereign, for

public works and buildings, or for the maintenance of civil,

naval, and military establishments, and that 'paper created

and so paid away by the Government, not being returnable to

the issuer, will constitute a fresh source of demand, and must
be forced into and permeate all the channels of circulation,'

Sir William Clay seems to think the proposition satisfactorily
answered by a profession of his inability to discover 'why
paper money issued to defray the expenditure of the Sovereign
should be different in its effect, when issued, from paper money
paid away for the expenditure of private individuals why a

51, note issued to the builder of a barrack should take a dif-

ferent course from a 51. note paid to the builder of a shop or

warehouse why notes employed to defray the salaries of

Government clerks, or the pay of soldiers and sailors, should

be more disposed to permeate all the channels of circulation,

than if used to pay clerks in merchants' counting-houses or

workmen in a factory.'
*

" It is certainly not surprising that Sir William Clay should

be unable to perceive the truth of a string of distinctions,

which neither Mr. Tooke nor any other sane person has ever

dreamt of maintaining, and which have no other existence than
in his own imagination. But what does surprise one is, that

Sir William Clay should not only have read, but should quote,
and profess to criticise, Mr. Tooke's very plain proposition, and

yet should pass wholly unnoticed the single and only point of

distinction on which Mr. Tooke's argument turns, namely, that

the Government paper is
'

paid away] and is
' not returnable to

the issuer
1

,
whereas the bank notes are only lent, and are re-

turnable to the issuers. If the truth of this distinction be not

intelligible to Sir William Clay, nor its important bearing on
the question under discussion obvious to him, I can have little

hope of making the matter more apparent to him by any fur-

ther illustrations. I shall, nevertheless, make one effort more to

bring the argument home to his conviction. I shall take the

liberty of supposing that, after the suspension of cash pay-
ments in 1797, by which the bank note circulation of this

country was transformed from a convertible into a conventional

currency, the Directors of the Bank of England, instead of

exercising the privilege intrusted to them, in the discharge

merely of their ordinary functions as bankers, according to the

same system, and subject to the same rules by which in all

times previously they had been governed, that, instead of

* See Sir William Clay's
" Remarks on the Expediency of

Restricting the Issue of Promissory Notes," &c., p. 38, 39.

N 2
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making advances to individuals on the security of approved
bills of exchange at short dates, and to Government on the

security of the accruing produce of loans and revenues, they
had chosen, and had been permitted to deal with, their issues of

inconvertible notes as a private gentleman deals with his

income, to disburse them without stint or measure for objects
of personal gratification, in building palaces, in laying out

plantations and gardens, in the purchase of works of art, or in

the pleasures of the table or the chace. Is Sir William Clay

seriously of opinion that, in as far as respects the amount and

value of the currency, this system of expenditure would have

had no effect beyond that which would be produced by the same

extent of issue in the ordinary course of banking operations ?

Should Sir William hesitate to reply in the affirmative, I may
perhaps be permitted to observe, that the case which I have

supposed is precisely that of every Government which attempts
to defray the national expenditure by a compulsory issue of

inconvertible paper. The paper so issued is expended in the

purchase of naval and military stores, in building ships, in

constructing public edifices, and in the payment of services

performed to the state, and no precaution is usually taken to

ensure its being ever returned again into the Exchequer. In

the case of the Bank of England, on the other hand, the reflux

of the notes was at no period interrupted. Perfect converti-

bility is no doubt one essential condition of every sound and

efficient system of currency. It is the only effectual protection

against internal discredit, and the best preventive of any
violent aberrations of the exchange with foreign countries. But
it is not so much by convertibility into gold, as by the regu-

larity of the reflux, that in the ordinary course of things any
redundance of the bank note issues is rendered impossible.
When a greater number of Bank of England notes fall into the

hands of any individval than he is likely to have any immediate

call for, he does not, unless he wants specie to send abroad,

present them to the Bank for gold. He merely lodges them
with his own banker, who probably either places the sum to

the credit of his own deposit account with the Bank of Eng-
land, or throws them into the discount market, where they help
to supply the vacancy left by the tide of notes continually

setting back to the Bank. It is the reflux that is the great

regulating principle of the internal currency ;
and it was by the

preservation of the reflux, throughout all the perils and tempta-
tions of the period of the restriction, that the monetary system
of these kingdoms was saved from the utter wreck and degra-
dation which overwhelmed every paper-issuing state on the

Continent, and which in all human probability must have been

likewise our fate, had our currency at that epoch been adminis-

tered by a Government Board instead of the Bank of Eng-
land. I have adverted in a former page to the deep debt ivhich
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the nation owes to the Bank, for its services through that long
and trying crisis. I believe they cannot be too highly appre-
ciated ; and I believe, further, that the same services could not
have been so beneficially performed by any mere bank of the

state, or by any body whatever less intimately bound up in all

its interests and relations with the commercial affairs and pros-

perity of the country. That will be an evil day for England,
when the supreme executive authority of this country shall

take the administration of a credit circulation into its own
hands. I trust never to see it ; and I hold the sort of levity
with which the possibility of such an arrangement has some-
times of late been alluded to, and even hinted in the way of

menace to the Bank of England, to be one of the worst indica-

tions of the existing state of public opinion on these all-impor-
tant concerns." (On the Regulation of Currencies, pp. 65. 68.)

Colonel Torrens indulges himself in the following
remarks on my description, which he quotes, of the

difference between convertible and inconvertible

paper :

" Mr. Tooke's curious reasons for his curious conclusions,
that an increase in the quantity of inconvertible paper money
does, and 'that an increase in the quantity of convertible paper
does not, cause an increase of prices, require to be noticed."

He then cites the passages from my pamphlet
of 1844 (already given at page 176 of the present

volume), and proceeds in the following strain of

comment :

" Fallacies '

permeate all the channels
'

of the passages above

quoted. In the first place, it is a fallacy that convertible paper
is issued to those only who, being entitled to demand gold, de~

sire to have notes in preference. In a large number, perhaps
in a majority of cases, convertible paper is issued to persons
who are not, at the time of issue, entitled to demand gold,
and whose title to demand it is created by the paper they
obtain. The merchant who discounts a bill of exchange at the

Bank is entitled to demand gold, not because he was the holder

of the bill, but because the Bank has advanced convertible

notes upon it.* An advance of convertible notes upon secu-

* This does not follow ; in a large proportion of cases no
notes at all are issued when advances are made. Further, if the

issue of convertible notes in discount of a bill of exchange be
" a new creation of paper money," how is it to be denied that the

increasing of a deposit account, to which a similar advance has

been credited, is not also " a new creation," &c. ? In both cases

N 3
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rities is a new creation of paper money, just in the same way in

which an advance of inconvertible notes by Government is a

new creation of paper money.
"There is no conceivable difference as regards the nature

and character of the action upon prices between the action pro-
duced by convertible, and that produced by inconvertible paper.
There is, however, a difference between the degree and extent

of the action ; the effect being, in the one case, unlimited, and

in the other, limited by the speedy diminution in the quantity
of the convertible paper money as soon as its value in relation

to gold begins to decline. Mr. Tooke's argument, when fairly

analysed, amounts to this An increase in the quantity of con-

vertible paper cannot reduce its value, because, when the in-

crease of quantity has reduced its value, a diminution in its

quantity will raise its value ;
therefore the quantity of con-

vertible paper has no influence upon its value." Q. E. D. {An
Inquiry into the Practical Working, fyc,, by Robert Torrens,

Esq., F.R. S. London 1844, p. 46. 48.)

These distinct avowals, by leading authorities on

the part of the currency theory, combined with

the definition of the word "
money" by Sir Robert

Peel, and by Mr. Loyd and Mr. Norman, in their

evidence and in their pamphlets, which designates
Bank notes as, with coin, constituting money, are

very important. I had before only suspected that

such was their impression, because I could not in

any other way account for that doctrine of the

currency principle, which ascribes to the amount of

Bank notes in circulation, to the exclusion of other

forms of credit, an influence on prices, and, through

prices, on the state of trade and credit. The illus-

trations adduced in their justification, and the ex-

planation offered of the grounds for the opinion so

confidently avowed, with a view to show that there

is no difference up to the point of convertibility,
between issues of paper money, properly so called,

and the issues of banks whose advances are on loan

for short periods (advances for long periods, not

there is created a new liability to pay in gold on demand
; and if

there be, in reference to the point here at issue, any essential

difference between the enforcement of that liability through
notes and through cheques, it remains for Colonel Torrens, and
those who adopt the same line of reasoning, to make it apparent.
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usually coining within the legitimate province of

banking), afford a clue to the source of the error

which I have endeavoured to point out as pervading
all the reasoning, according to the currency theory,

upon the state of the circulation from 1797 down
to the present time.

During the restriction, there was a primd facie

ground for considering the promissory notes pay-
able on demand as paper money, and the amount of

them as being, therefore, under the direct control of

the issuing banks.

But leaving, for the present, out of consideration

how far the paper circulation of this country, during
the restriction, might or might not be looked upon
as similar in its general character and effects to in-

convertible government paper, we have to examine
what under the present constantly and perfectly con-

vertible state of our note circulation are the salient

points of difference between it and paper money.

SECTION 5. On the Circumstances which determine

the Outstanding Amount, and the Effect on Prices,

of a Currency of Convertible and of Inconvertible

Paper.

In the assumption of a perfect similarity in the

nature and character of a convertible, to those of

an inconvertible paper, up to the point of conver-

tibility (that is, up to the point at which, in an
inconvertible state of the paper, the coin would be

expelled through the medium of the exchanges),
two conditions, which attach to the issue and circu-

lation of convertible paper, and which essentially

distinguish it from paper money, properly so called,

are entirely overlooked.

These are the mode of issue and the reflux.
1. The mode of issue for convertible notes is

invariably through the medium of loans and dis-

N 4
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counts. But the amount of loans and discounts

by the Bank of England, or other banks of issue,
is no measure of the amount of their notes in cir-

culation. And the loans and discounts, that is, the

advances, are commonly made for short periods.
When the Bank of England, or a country

banker, makes an advance, or discounts a bill, the

borrower or discounter is asked how he wishes to

have the amount. In the case of the Bank of

England, the borrower, when the discount or loan is

agreed upon, has the option of receiving notes or gold,
or a book credit. In by far the larger proportion
of instances, I believe the book credit is preferred ;

a cheque on the Bank is passed, and placed by the

borrower to his account with his banker, who, as

between himself and the Bank of England, sets

off the amount against acceptances to bills, or

cheques upon him, held by the Bank, or simply

places it to the credit of his deposit account with
the Bank. In these cases not a single note is created

or issued, against several millions of securities

upon which advances are made, whether to indivi-

duals or to Government. It depends entirely upon
the purposes which the party, having received

the loan, or discounted his bills, has in view, in

which of the three modes he chooses to receive

payment. Hence it is clear that the Bank of Eng-
land cannot, by its advances, insure that the

amount so advanced, or any part of it, shall add to

the circulation of its notes in the hands of the

public. Nor can it be sure that in reducing its

securities, unless to a very extraordinary extent, it

will diminish the amount of its outstanding notes.

In the case of the country bank circulation, if

the banker consents to make an advance, it depends

upon the sum and the purpose for which it is re-

quired, whether it is taken in his own notes, in notes

ofthe Bank of England, or in a bill on London
;
or if

the banker has correspondents at Liverpool, or other
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considerable places, the party receiving the advance

may be accommodated with a bill drawn accord-

ingly. The chief circulation of the country notes

is in the agricultural districts
;
and the evidence

of the bankers examined by the Committee of

1841, is full and complete to the effect that

those notes are confined strictly to local purposes
within a limited circuit; arid are chiefly of the

lower denomination, and for the expenditure of

income in retail purchases.
But in the case both of the Bank of England and

of the country banks, if it were conceivable, which
it hardly is, that any addition, beyond the amount
of notes required for specific purposes, could be
forced into the hands of the public, there is an

operation constantly going on which would almost

instantaneously reduce the amount within the

limits of these purposes.
The cause I allude to is,

2. The law of reflux* This law operates in

bringing back to the issuing banks the amount
of their notes, whatever it may be, that is not
wanted for the purposes which they are required
to serve. The reflux takes place chiefly in two

ways : by payment of the redundant amount to a

banker on a deposit account, or by the return of

notes in discharge of securities on which advances
have been made. A third way is that of a return of

the notes to the issuing bank by a demand for coin.

The last seems, in the view of the currency theory,
to be the only way by which a redundancy, arising
from the unlimited power of issue, which they
assume to exist, admits of being corrected in a con-

vertible state of the paper. It is certainly the one
least in use.

Let us now examine the nature and character of

* The passage from Mr. Fullarton, in reply to Sir William

Clay, inserted at page 178, may be referred to as containing a

very clear and full statement of the doctrine of reflux.
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inconvertible notes, properly called paper money,
and more generally known on the Continent as bank

assignations or assignats.
The authority issuing such paper money, can

determine exactly the quantity that shall remain

permanently in the hands of the public. The power
of issue is unlimited, because there is no reflux. A
part, which is generally a small proportion, may,
indeed, be returnable in payment of taxes

;
but the

Government may immediately re-issue the amount
so returned, and then keep up or extend the quan-

tity, according to its own purposes.

Suppose, then, that the Government, having this

unlimited power, should be so sparing and judicious
in the exercise of it, as only to have issued its paper
within such limits as should be consistent with
the maintenance of the value of it strictly at par
with the coin, concurrently with which it circulated.

That such equality of value is consistent with ex-

perience in the case of paper money, I shall pre-

sently show. In the mean time, let us assume the

amount of paper and coin, so circulating together
at par, to be ten millions

;
and suppose then that

the Government entering upon a war, or having to

construct public works and make improvements,
should, to meet the extra expenditure, instead of

raising the amount by taxation or a loan, resort

to an emission of paper money to the amount of

one million.

Were this amount issued gradually, as required
for the expenditure, the effect, in the general
rise of prices and of wages, might be so gradual
as to be almost imperceptible. The sums paid for

the articles and services required by the Government
would affect, first one set of commodities and then

another, and gradually raise wages, till the whole

extra quantity of paper money should be absorbed

into the circulation. The rise of prices would render

the balance of trade, supposing it to have been just
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before in equilibrio, adverse
;
and the exchanges

would be depressed so as to induce an export of

coin, if this existed in sufficient quantity, till the

amount exported should make room for the addi-

tion caused by the introduction of so much paper.

Thus, supposing the circulation to have consisted

before of eight millions of paper, and two millions of

gold coin, arid that these ten millions were consistent

with a maintenance of the value of the paper fully
at par, then, upon the above hypothesis, one million

of the coin would be expelled from the circulation

by the additional million of paper introduced into it.

It would be through the medium of prices that

the coin would be expelled. But there would
be some, and, perhaps, no inconsiderable, interval

before the rise of prices could operate sufficiently
on the exchanges to induce an export of the coin.

Now this is a state of things as nearly as possible

analogous to that which Sir Robert Peel seems to

have had in contemplation when he observed

(Speech, page 27.)

" Unless the issuers of paper conform to certain principles,
unless they vigilantly observe the causes which influence the
influx or efflux of coin, and regulate their issues of paper
accordingly, there is danger that the value of the paper will not

correspond with the value of coin. The difference may not he

immediately perceived ; nay, the first effect of undue issue, by
increasing prices, may be to encourage further issues : and as

each issuer when there is unlimited competition, feels the inutility
of individual efforts of contraction, the evil proceeds until the

disparity between gold and paper becomes manifest, confidence
in the paper is shaken, and it becomes necessary to restore its

value by sudden and violent reductions in its amount, spreading
ruin among the issuers of paper, and deranging the whole

monetary transactions of the country."

It is evident from the above passage and others

to the same effect might be cited that Sir Robert
Peel was under the impression that the country
banks may, and do, exercise a power analogous to

that of a Government issuing paper money ;
that
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in the progress of issue they raise prices*, and that

the evil proceeds until the disparity between gold
and paper becomes manifest. He does not say
how, the paper being strictly convertible, there can
be any disparity between that and coin. But he,
of course, means that as in the case of the in-

convertible paper the redundancy of the circula-

tion is caused by excessive issues, and will de-

* With reference to the effect of a strictly convertible paper
on prices, I am happy to have the distinguished support of Mr.
Mill. In the article in the Westminster Review already alluded

to, he says
" It seems to be thought by many people that the purchase

of commodities implies the direct transfer of so much money
from hand to hand in return for so much produce ; and that

the limit to the possible demand for a commodity at any mo-

ment, is the quantity of money then and there waiting to be

exchanged for it. With this mode of thinking it is no wonder
that any one should suppose that whenever you add to the

money at that place physically present, you add as much to the

demand, and consequently to the price. But this is a very in-

adequate notion indeed of what constitutes purchasing power.
" The purchasing power of an individual at any moment is

not measured by the money actually in his pocket, whether we
mean by money, the metals, or include bank notes. It consists,

first, of the money in his possession ; secondly, of the money at

his banker's, and all other money due to him and payable on
demand ; thirdly, of whatever credit he happens to possess. To
the full measure of this three-fold amount he has the power of

purchase. How much he will employ of this power, depends
upon his necessities, or, in the present case, upon his expecta-
tions of profit. Whatever portion of it he does employ, consti-

tutes his demand for commodities, and determines the extent to

which he will act upon price.
" There is (as it seems to us) an almost whimsical exemplifi-

cation of this common fallacy in Colonel Torrens's pamphlet,
which we have not room to extract, but which those who wish
to refer to it may find in pages 10 17. Having assumed, for

the purposes of his argument, that Birmingham has a metallic

currency composed of one million sovereigns, he says,
' conse-

quently the prices of commodities within the district would be

governed by the power of effecting purchases to an amount not

exceeding 1,000,000/.,' forgetting that the million sovereigns

may serve, by successive payments, to represent and circulate

incomes to the amount of many millions, and that it is this, and
not the one million of sovereigns, which constitutes the pur-
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press the exchanges; and that then, and not till

then, will the check upon the issuers operate by a
return of their notes for gold, compelling them sud-

denly to contract their circulation, so violently as

to cause revulsion and discredit. This very im-

portant point has been ably illustrated by Mr.

Wilson, in the following passage, founded upon one
of those instances of characteristic subtlety which
abound so greatly in the writings of Colonel
rp
lorrens.

Mr. Wilson says

" But the most subtle and truly curious argument is that used

by Colonel Torrens. He admits that there is a difference

between the liability to depreciation of an inconvertible and
convertible paper, which he states thus :

" ' The increase in the quantity of convertible paper is limited

by the power of the holder to exchange it for gold, as soon as

from the increase of its quantity its value in relation to gold

begins to decline. If the increase in the quantity of convertible

paper had no effect in lowering its value in relation to gold, the

holder could have no motive in exchanging it for gold.'
"
Now, really this is a special case of magnificent refinement !

Every case of an optional exchange of equivalents must be con-

sidered an evidence of depreciation ! It is certainly an evidence
of some preference, or greater applicability for the purposes

immediately required. But let us ask this ingenious reasoner

Two men go the Bank counter on two successive days ; one
has received a remittance of a fifty pound note from the

country, which is of no use to him till he has converted it into

coin, and he presents it for payment ;
the other man has Jlfty

sovereigns, but wishes to make a remittance to the country,
and he receives a note in exchange for it. The one has a
' motive' for exchanging the note for gold, the other for ex-

changing gold for the note
;
the one had a preference for gold

sufficient to take him to the Bank, the other had a preference
for the note sufficient to take him there. Now, we ask, which
was depreciated the coin or the note? for in one case there

was more coin in circulation, and less paper, than the conve-

chasing power of the community. We admire the ingenuity
and polemical acuteness of Colonel Torrens, which have never
been more highly manifested than in this pamphlet ; but we
think in this particular instance he will find, on reconsideration,
that he has built an elaborate superstructure upon a foundation
of sand."
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nience of the public required for circulation, and there existed,

therefore, a 'motive' to convert coin into paper; in the other

case, there was more paper and less coin in circulation than the

public convenience required, and there existed a ' motive' to

convert it into coin. But enough. We will grant Colonel
Torrens that bank paper may be depreciated in relation to coin

to the extent of supplying a ' motive' to step to the Bank and

exchange it ; but he, too, must grant that sovereigns also may
be depreciated to the extent of supplying a similar motive to

exchange them, But when all the ingenuity of this most inge-
nious writer on these subjects has been able to give no better

evidence of the liability of convertible bank paper to deprecia-
tion, ^vhat are we to think of the minister who gravely affects
to found a great bank measure on such a principle?" {On
Capital, Currency, Banking, &c. pp. 58-59.)

The process in Sir Robert Peel's mind by which
he ascribes to a convertible paper the effect of

adding to the amount of the circulation at the will

of the issuer, and thus raising prices, may be ex-

plained by the supposition of his following much
the same train of reasoning on the similarity of the

two kinds of issue, as is exhibited in the following

passage by Colonel Torrens :

" Mr. Tooke contends that the increase of an inconvertible

currency would increase wages and prices, because it would be

expended in the personal expenditure of the Sovereign or

governing power, in salaries and in public works and build-

ings ;
and because, thus expended, it would permeate all

the channels of circulation. Now the increase of a con-

vertible currency would produce the same identical effects,

through the same identical process, which would be pro-
duced by the increase of an inconvertible currency. Were a

nobleman to obtain from the Bank of England 100,000?. upon
the mortgage of his estate, and were he to expend the amount
thus obtained in enlarging his domestic establishment, in main-

taining an additional retinue of servants, and in erecting a

mansion and ornamental buildings, this convertible paper, thus

expended, would, like an inconvertible paper expended by
Government upon analogous objects, raise wages and prices,

because it would 'permeate all the channels of circulation.'

Were this nobleman to expend the loan advanced by the Bank
of England in improving his estate, in draining, planting, and

reclaiming wastes, exactly similar results, as regards wages and

prices, would be pi*oduced ; while results exactly similar, as far

as regards wages and prices, would be produced were a master
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manufacturer to obtain discounts and other advances from the

neighbouring banks of issue, and to expend the amount thus

obtained in erecting new factories, in purchasing additional

materials, and employing additional hands. In all these cases

an increased quantity of convertible currency would
'

permeate
the channels of circulation,' in the same way in which an in-

creased quantity of inconvertible currency would permeate
them. The nature and character of the effect would be the

same, whether the increased quantity of currency should be
convertible or inconvertible, though its extent and degree in

the two cases would be different. In the case of the inconverti-

ble paper, the effect would be unlimited ;
in the case of the con-

vertible paper, the effect would be confined within narrow
limits ; because a slight action upon prices, and on the exchanges,
would cause the increased quantity of convertible paper to be
withdrawn from circulation, by being returned upon the banks
in exchange for coin now demanded for exportation. But

why should the coin be demanded for exportation ? Simply
because the increased quantity of convertible paper had reduced
the value of the currency, or, in other words, had increased

prices. The withdrawal of an increased issue of convertible

paper from the channels of circulation, is the effect of the

reduced value of the currency or increased range of prices,

which, in the first instance, that increased issue had occasioned.

Mr. Tooke's process of reasoning amounts to this, that the

existence of the effect proves the non-existence of the cause."

(Inquiry, fyc. pp. 48, 50.)

On the illustrative case here given, I have to ob-

serve, that the Bank of England does not advance
loans to noblemen and others for the improvement
of their estates. But granting that it does so, and

that, being on a security of landed property, bank
notes might be required to pass in payment be-

tween the solicitors for the lender and borrower,
there would be a hundred notes, of a thousand

pounds each, handed over by the solicitor of the
lender to the borrower, or his agent, on the delivery
of the deed. The borrower would pay the notes in

to his banker, who would have them placed to his

deposit account at the Bank of England. The whole
of a transaction like this would, with the requisite

formalities, have been completed in less than three
or four hours; and the probability is, that the



192 CONVERTIBILITY AND INCONVERTIBILITY.

notes taken out of the Bank in the forenoon, would
find their way back to it by the afternoon of the

same day, thus not having added a single note to

the circulation.

But, even for such a purpose, bank notes are

now usually dispensed with ;
a draft upon the Bank

of England, or even upon other banks, being fre-

quently substituted. The borrower having paid
the amount in to his banker, would pass drafts on
them for his expenditure ;

and the loan to him,

therefore, would not, in the first instance, evidently,
nor probably at all, entail any addition whatever to

the circulation.

Here at once, in the issue, is a broad distinction.

The advance by a bank issuing only convertible

paper, does not, as we have seen, cause, necessarily,

any increase of the circulation
;
and very rarely, if

ever, to the same amount as the loan. Whereas, if

the 100,000^. were expended by the Government,
issuing its own inconvertible notes in payment, the

whole sum so paid would necessarily go into circula-

tion, and form so muck addition to the amount pre-

viously in the hands of the public. And the same effect

on the circulation would be produced if the Govern-

ment advanced, in its own inconvertible notes, the

100,000/. as a loan to a nobleman, or other landed

proprietor, to be expended in improvements.
If advances on mortgage to the same amount

were obtained by a manufacturer from the neigh-

bouring banks of issue, there would not, any more
than in the case supposed of the advance by the

Bank of England to the nobleman, be necessarily
or probably any increase in the amount of the circu-

lation, and certainly not to the whole amount of the

advance. This would be made in the first instance

by a book-credit, or by bills on London
;
and per-

haps a portion by each mode. But no part of the

purchases made by the manufacturer, or of the

advances so received, would probably be made in
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Bank notes
;
or if so made, they would return im-

mediately to the issuing bank.

So much as to the mode of issue : the difference

being that the one does not, and the other does, add,

necessarily, to the circulation, the full amount of

the advance for the expenditure in question. But
there is more in the difference of the conditions on
which the issue is made.

It is of the very essence of the system on which
banks of issue, of strictly convertible paper, can be

conducted, so as to ensure the fulfilment of their

obligations, that their advances, whether by loan or

discount, should be for such short periods, and on
securities so solid and convertible, as to insure the

return of the money advanced in time to meet the

utmost amount of their engagements. Advances on

mortgage, for terms of years, are not proper banking
securities

; or, if at all, are so in a small proportion

only, as for the investment of a part, and a small

part, of their original and paid up capital, but in

no case as an investment of any considerable part
of the capital deposited with them, or held against
their circulation. Accordingly, the Bank of England
does not make advances of the kind in the case sup-

posed. It has, in a few instances, made advances

upon the debentures of joint stock companies, such

as Dock debentures and the best description of

Railway Companies' bonds (the London and. Bir-

mingham only, I believe), but these have been

for periods much shorter than those for which

mortgages on landed property are usually made,
and, in point of amount, for sums so small, com-

pared with its capital and the mass of its securi-

ties, as not to be worth mentioning. And banks,
whether joint stock or private whether issuing
or non-issuing have almost invariably been ob-

served to fail, if they have made advances on mort-

gage, or on indefinite credits, in any considerable

proportion to their general liabilities. The limita-

VOL. iv. o
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tion of the period for which the advance is made

operates in two ways, each of which, independently
of the mode of issue, distinguishes the effects of a

convertible from an inconvertible paper: the one
is the return of the notes, if any are issued

;
the

other is the absence of any influence on prices.
If the loans or discounts are advanced on proper

banking securities, for short periods, the reflux of

the notes, if any have been issued, will be equal to

the efflux, leaving the circulation unaltered. If,

indeed, the transactions of the district, or the trade

of the country generally, require more instruments
of exchange, a larger amount of notes would remain

out; but this increase of the outstanding circu-

lation would be the effect of increased transactions

and prices, and not the cause of them. Upon this

point I am glad to have the concurrence of Mr.
James Wilson, as expressed in the following pas-

sage of his late publication :

" But in all these actions, which may be exercised on prices

through the currency, there is nothing whatever in the least

degree analogous to the action contemplated by the modern
doctrine on which the New Bank Bill is founded, and involving
the assumption

"
that, by an expansion or contraction of the

issues of bank notes at pleasure, the prices of commodities can
be increased or diminished." The increase or decrease of prices
here alluded to is not nominal, but real, and in relation to the

prices of other countries ; an increase or decrease which shall

constitute new motives for importing or exporting commodities,
as the case may be.

" The assumption before us involves two questions first,

expansion and contraction of the currency at pleasure ; and,

second, as the consequence, a corresponding action on prices.

Many authors, in treating of the latter, as a consequence, and
even combating its truth, have laboured under great difficulties,

by proceeding upon the admission of the former ; but if the

former be admitted, we confess we cannot understand how the

latter can be denied as the legitimate consequence. If, in the

language of Mr. Horner, there be any means by which " the

quantity of circulating medium (being convertible paper and

coin) can be permanently augmented, without a corresponding

augmentation of internal trade, a rise will unavoidably take

place in the price of exchangeable commodities." Such means,
as we have already seen, do exist in the case of an inconvert-
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ible currency ; but the rise in price, in consequence, is only
nominal in that case, being immediately compensated to other

countries by a fall in the exchange. But with a convertible

currency, if such means exist at all, the rise in price would not

be nominal, but real, as it would be expressed either in coin or

notes convertible into coin, and therefore would not, as in the

other case, be compensated by any fall in the exchange. But
this fact shows at once the impossibility of the "

augmentation
"

alluded to in the premises, when the currency is convertible,

A currency
"
augmented without any corresponding augment-

ation of internal trade," implies a quantity of notes retained in

circulation, at the will of the issuers, which the public do not

require. Now, the public do not receive notes from a banker
without paying interest for their use ; and, however low that

may be, they will take no more than they absolutely require
nor do they retain notes in their possession beyond what the

convenience of trade requires ; and, therefore, if issued in ex-

cess of that quantity, and, if convertible, a portion would be

instantly returned upon the issuers. Nor can we conceive any
means whatever by which the circulation could be so aug-
mented; and we have deeply to regret that, although such a

power on the part of banks has been taken for granted by most
of the writers during the last twelve years, no one has yet

attempted to explain by what process it could be accomplished ;

and we are compelled to think that impressions, which gained
ground many years since as applicable to an inconvertible cur-

rency, have been inadvertently associated also with a convert-

ible currency.
" The impossibility of increasing the quantity of paper in

circulation (when convertible), except as the effect of a corre-

sponding increase of an internal trade, or of any depreciation
in its value taking place, will be more evident when it is con-

sidered by what process an inconvertible currency becomes de-

preciated. On all hands it is admitted that as long as incon-

vertible paper is not issued in excess, as long as coin continues

freely to circulate with it, the paper will not become depre-
ciated ; but as soon as the paper is issued in excess, and the

coin is pressed out of circulation, it becomes depreciated, and
the prices of commodities rise in consequence ; though it is

only a nominal rise, which would be better expressed by de-

preciation of the circulation. Now, how does this depreciation
and rise of price take place ? During the early issue of the

French assignats, no depreciation or rise in price of commodi-
ties took place until the coin was pressed out of circulation,

because, as the paper was issued, the tendency to a redundant

currency was constantly corrected by the withdrawal of silver,

which, being a commodity having a general value in the mar-
kets of the world, could be exported or taken for the general
uses of the cambist or the silversmith. But as soon as silver

o 2
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was exhausted from the circulation, the issue of assignats still

continuing, and the same quantity of internal exchanges only

remaining, the currency became redundant, there being no

means of absorption except in the existing quanties of commo-
dities. Paper in the first place would accumulate in the hands

of individuals, and as the issues of assignats continued for

commodities for the use of the government, or of those receiv-

ing pay from the government, the simple law of supply and

demand would reduce the value of this paper, and increase the

price of commodities expressed in paper. But it will be ob-

served that this increase of price is only in reference to paper

assignats, and not to the coin which they originally repre-
sented ; for the coin or bullion at this stage rose in the same

proportion as other things. During the high prices in this

country from 1810 to 1816, as far as they were caused by a

depreciation of the currency, they were high only in relation

to paper, and not to gold, which rose equally, and at the same

time, as other commodities, from this cause. Well, then, seeing
that redundancy and consequent depreciation of paper can only
commence when no part of the currency consists of coin which

can be exported or taken for manufacturing purposes (the

paper having no intrinsic use at home, or exchangeable value

abroad), it follows, as a simple corollary of those principles
which have been admitted by all writers worthy of mention,
that as long as paper is at pleasure convertible into gold, no

such redundancy can take place, no such difference can arise

between the value of gold and the value of paper, and no such

general increase of prices of commodities can be experienced.
" No doubt, if the internal transactions of the country increase,

or if the prices of commodities rise, a larger amount of circu-

lating medium, whether purely metallic, or mixed of paper and

coin, will be required to conduct the exchanges; and thus,

though an increased circulation could not be called into exist-

ence as a cause to produce higher prices, it would follow as the

effect or consequence of higher prices. But in that case,
" the

circulation would not be augmented without a corresponding

augmentation of trade." (Capital, Currency, and Banking, by
James Wilson, Esq., M.P. London, 1847, p. 82-85. )

But while, as regards the effects on the circula-

tion, there may be no perceptible difference between

advances by the Bank of England and other banks

of issue, whether the loans be on mortgage, for the

purposes supposed in the two cases before referred

to, or on discount of rapidly terminable securities,

each being an advance of capital, whether with

or without the intervention of currency, there



MODES OF ISSUE. 197

may be a material difference in the effect on

prices. It may be conceded to Colonel Torrens,
that if the advances be on mortgage, or on open
credit, for a long or indefinite term, and for the

purposes supposed, they may, according to their

extent, constitute a fresh source of demand, and
cause a temporary rise of prices, or keep them
at a higher level than they could otherwise reach

or maintain. But the banks, when the local circu-

lation is already full, can make such advances only
out of the capital, of their depositors, or their own.
If out of their own capital, it would in nearly all

cases be only a change of investment, and so con-

stitute no fresh demand. If advances for long
terms are made out of the capital of depositors, the

banker may be called upon for the deposits ; which,

being locked up in mortgages, will not be forth-

coming ; upon which the banker fails, and prices,
in as far as they were raised by his misuse of the

capital intrusted to him, must be depressed by his

failure. Or if, in times of great abundance of

capital, the country banker obtained credit from
his London correspondent, and ventured, on the

strength of it, to make such improvident advances,
the same result would follow

;
while discounts of

good commercial bills of usual and reasonable

length of date, being merely calculated to enable

parties to meet liabilities previously incurred the

loans thus running off would be unattended with
the effect of disturbing prices and credit.

SECTION 6. On the Effects of different Modes of
Issue of a Convertible and of an Inconvertible

Paper. Mr. Ricardo's Hypothesis of a Gold
Mine in the Bank.

The eminent writer of an article in the West-
minster Review (Mr. Mill), for June 1844, after

o 3
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expressing his concurrence in my view of the pur-

poses for which governments usually issue paper
money, and thus cause a permanent increase of the

circulation, makes the following remark :

" We may add, with Mr. Tooke, that the issues

of a government paper, even when not permanent,
will raise prices ;

because governments usually
issue their paper in purchases for consumption. If

issued to pay off a portion of a national debt, we
believe they would have no such effect."

This suggestion of the difference of effect, ac-

cording to the purposes of the issue, opens a some-
what curious field for discussion. Suppose, for

instance, that a government, having the power of

creating paper money, should, with a view to raise

the value of the public funds (the debt being,

say one hundred millions), issue two, three, or

more millions for the purchase of stock. The
effect of such a fresh source of demand would be
to raise the price, in other words, to reduce the

rate of interest
;
while the purchases were in pro-

gress. All other securities would, for a time,
rise in value. This rise in the value of securities,

or fall in the rate of interest, would tend to force

capital abroad for more profitable investment
;
and

thus the coin might be expelled so as to make way
for the addition of the paper money to the circu-

lation, through the rate of interest, without having
acted upon the prices of commodities.

The case here supposed is hardly within the

range of reasonable probability, but it was worth a

passing remark to follow out the idea started by
Mr. Mill

;
and this more especially, because it will

be found to bear upon one of the points of view

suggested by the analogy which Mr. Ricardo as-

sumed to exist between the effects of the issues of

the notes of the Bank of England during the

Restriction, and the issues from a gold mine sup-

posed to be discovered within the premises of the

Bank.
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Mr. Ricardo, in his first pamphlet, introduced

the hypothesis of such a discovery for the purpose
of proving that the issues of the Bank of England
would add to the amount of the currency in the

same manner and degree as the issue of so much

gold so discovered. On this assumed analogy,
Mr. C. Bosanquet makes the following observa-

tions :

" Mr. Ricardo has assimilated the Bank of England during
the Restriction, so far as relates to the effect of its issues, to a

gold mine, the produce of which being thrown into circulation,
in addition to a circulating medium already sufficient, is an
excess ; and has the acknowledged effect of depreciating the

value of the existing medium, or, in other words, of raising the

prices of commodities, for which it is usually exchanged. But
Mr. Ricardo has not stated, what is essential to the comparison,
why it is that the discovery of a gold mine would produce this

effect. It would produce it because the proprietors would issue

it (for whatever services) without any engagement to give an

equal value for it again to the holders, or any wish or any
means of calling back and annihilating that which they have
issued. By degrees, as the issues increase, they exceed the
wants of circulation : gold produces no benefit to the holder as

gold; he cannot eat it, nor clothe himself with it: to render
it useful, he must exchange it either for such things as are

immediately useful, or for such as produce revenue. The
demand, and consequently the prices of commodities and real

properties, measured in gold, increases, and will continue to

increase, so long as the mine continues to produce. And this

effect will equally follow, whether, under the circumstances I

have supposed, (he issue be gold from a mine, or paper from a

government bank.
" All this I distinctly admit ; but in all this statement there

is not one point of analogy to the issue of the Bank of England."
Practical Observations on the Report of the Bullion CorA-

mittee, by Charles Bosanquet, Esq., 1810, p. 51, 52.

To these observations of Mr. Bosanquet, Mr. Ri-

cardo replied :

"
Now, supposing the gold mine to be actually the property

of the Bank, even be situated on their own premises, and that

they procured the gold which it produced to be coined into

guineas, and in lieu of issuing their notes when they discounted

bills or lent money to government, that they issued nothing but

guineas, could there be any other limit to their issues but the

want of the further productiveness in their mine? In what

o 4
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would the circumstances differ if the mine were the property of
the king, of a company of merchants, or of a single individual ?

In that case, Mr. Bosanquet admits that the value of money
would fall, and I suppose he would also admit that it would fall

in exact proportion to its increase."

With reference to the questions putby Mr. Ricardo,
which I have marked in italics, I should say that

the effects would vary widely according as one or

other of those modes of issue were proposed. Sup-
posing the issue of the gold to be on loan by the

Bank : the effect of it, if confined to the discount of

bills at short dates, or if extended to a loan to Go-
vernment for a term of years, would be different.

If confined to short-dated bona fide bills, it might
take a great length of time before any considerable

amount could be permanently added to the circu-

lation, even supposing the Bank's rate of discount

to be below the market rate.

The rules of the Bank at the time when Mr.
Ricardo wrote were very strict, not only as to the

bona fide character, and as to the term not exceed-

ing sixty-one days, but as to various technicalities

of form of the bills, with various delays between
the time of offering the bills for discount and of

receiving the answer of acceptance or otherwise.

The reflux would be constantly opposing a coun-

teracting force to the attempts of the Bank at

rendering its treasure immediately available to any
considerable extent in acquiring capital in any
other form. But in whatever degree the Directors

were able to surmount this counteracting force,

by extending their advances, it would be slowly, by
discounting at a rate decidedly below the market
rate of interest. The market rate, however, although
higher than the Bank rate, would, by this con-

tinued operation of the Bank, be kept lower than
it otherwise would have been, and lower than its

ordinary level abroad.

Nor would the daily transactions arising out of

their immense connexion, as a Bank of Deposit, in
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any way add to the facilities at their command for

the permanent emission of the treasure. It is clear

that the efflux of gold which would take place in

the payment of cheques would be balanced by the

receipt of sums paid in to the credit of the several

accounts. By one method, within the compass of

possibility but scarcely a probable occurrence, the

Bank might permanently emit a portion of the

treasure through the private deposits. Assuming
these deposits to be 5,000,000/. *, if the Directors

were peremptorily to order that they should run
off in other words, if they were to liquidate

every private deposit account, and give the re-

cipients no option as to the mode of payment,
except that every claim should be discharged in

coin of full weight and purity, it seems plain that

treasure to the extent of 5,000,000/. would be

effectually placed in circulation. Under the terms
of the supposition, a measure of this kind would be
tantamount to so much positive improvement in

the position of the Bank. For they would have

discharged a liability of 5,000,000/. without at the

same time, and in consequence, contracting their

assets (i.e. the securities on which the deposits
were invested) in any degree whatever. We may
also conclude with some safety that the effect of

such a compulsory liquidation would, in the first

instance at least, be confined to a violent operation
on the rate of interest. It would in point of fact

be a virtual creation of five millions of extra capi-

tal, and an almost instantaneous addition of the

whole mass to the quantity of immediately avail-

able funds, seeking employment through the me-
dium of bankers and bill brokers.

The gold, therefore, to whatever extent it might

* It will simplify the hypothesis to leave out of view the

public deposits, the character of which, and the obligation
under which they are held by the Bank, distinguishing them in so

many important points from the credit balances of individuals.
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ooze out in loans, would (supposing trade to be in

equilibrio) in all probability be exported for the

higher interest to be obtained by investments in

foreign securities, or by extended credits to foreign

merchants, or by outlay in mills, factories, &c.

abroad. The issue of the gold through the me-
dium of discounts of short paper only would ulti-

mately, but very slowly, cause an export of it

without necessarily affecting the prices of com-
modities. And if, instead of the slow process of

discounting short bills, subject to the counteraction

of the reflux, the Directors employed the gold di-

rectly in the purchase of government securities, the

effect in forcing an export of the metals would be

great and rapid, without perhaps, in the first in-

stance, producing any effect on the prices of com-

modities; although the low rate of interest thus

caused might, by inducing enterprize in the outlay
of fixed capital, raise wages or extend employment
of labour, and thus indirectly operate upon prices.

If the mine or treasure were possessed by the

government, or, what would come to nearly the

same thing, if the gold were advanced by the Bank
in the way of loan for a term of years, and the

government were to issue it in payments to that

amount for extra expenditure in carrying on a war,
or in extensive buildings, or public improvements
of any kind, the effect would be exactly the same
as in the outlay of so much paper money created for

the purpose, while there remained coin in circulation,

according to the hypothesis at page 186, ante.

Prices of commodities and the wages of labour would
rise

;
but there could of course be no indication of de-

preciation by a difference between coin and bullion,

there being no legal obstacle to the exportation
of the former any more than of the latter. The
rise of prices would (things being before in equi-

librio) induce increased imports and diminished

exports, in other words, would turn the balance of
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trade, and render the exchanges adverse in a degree
sufficient to cause an export of the extra quantity
of gold thus issued by the government. In this

case the gold would go out of the country through
the medium of prices.

But a case may readily be imagined in which, if

the mine or treasure were suddenly discovered, and
made available by the government, an immediate

employment of the gold would not only not operate
in raising prices, and thence depressing the ex-

changes, but would maintain the exchanges, and
thus prevent the effect of depressed exchanges in

enhancing the cost of production, and so raising

prices.
For example, suppose that treasure, amounting

to ten millions of gold, had been discovered and

appropriated by the government at such a period
as the close of 1808. There arose at that time,
as I have elsewhere described [ante, p. 97.], a sud-

den necessity for payments to be made abroad by
this country to a very large amount. If, then, at

that time, the government, in addition to about
three millions of specie, which it brought from the

Bank to send to the Peninsula, had, according to

the hypothetical case, found a mine, the produce of

which, to the amount, say of ten millions, would
have enabled it to make all these extra payments
by the direct transmission of the amount in the

precious metals, there would have been no dis-

turbance of the exchanges, or of so much of prices
as depended on the exchanges. The exchanges
and the price of bullion would have remained un-

altered, and prices would have been lower by the

difference which the fall of the exchanges did, in

the actual case, add to the cost of production ;

while the rate of interest would have been some-

what lower by the government having so much less

to borrow.
A recent financial operation of the Russian
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government supplies a case in point, illustrative of

one of the modes in which a surplus metallic trea-

sure, analogous to Mr. Ricardo's gold mine, may be

actually disbursed, without affecting prices. Ac-

cording to the exposition of the minister of finance,
in a council* held in July last (1847), the govern-
ment had determined, some months before, to

employ the sum of 30,000,000 of roubles, equiva-
lent at the exchange of 40d.f to 5,000,000^., (out
of its reserve of 1 14,000,000r., or 19,000,000/.

sterling held against the note circulation) in the

purchase of the public stocks of Russia, France, and

England ;
the principal part to be invested in the

two latter.

Without canvassing the merits of the operation,
which seems, however, to have been a very judi-
cious one, I have here to observe upon the effects

of it only as exemplifying the point now under
discussion. Its immediate effect was on the

balance of payments between Russia on the one

hand, and France and England on the other. In

consequence of the extraordinary demand by the

two latter countries for the productions of Russia,
in the autumn of 1846 and the winter of 1847,
the balance of payments became largely in its

favour. The exchange on London rose to 40^c?.,
and as this rate gave a profit on the importation, a

transmission of bullion to Petersburg took place
to some extent. J

But as soon as the intended operation of the

* See the Speech, Appendix,
f The exact par, 1 believe, is as nearly as may be,

j An amount of about 600,000^, which the Bank of Eng-
land held in Russian gold coin, was bought by merchants here
and forwarded by land. I am not aware whether any silver

went : if it did go, it must have been from France or Ger-

many, for it did not answer to send it from hence. And as

there was no mode of transmission except by land, the naviga-
tion being closed by frost, the expense of conveying so bulky
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Russian government became known, namely, in

February last, the exchanges gave way, arid have
since ranged at, from 39^. to 38c?. In the mean
time, so far as the mere outlay of the surplus
treasure in question was concerned, it had not

added, and could not add, to the amount of the cir-

culation, or have any influence on prices in Russia.

This point may be further illustrated by refer-

ence to another operation of the same government.
While it was, on the one hand, lending money
to foreign states, it was, on the other, borrowing
money on Treasury bills, bearing interest, in order

to complete the railway from Petersburg to Mos-
cow. Now, supposing that on that and other

railways requiring an early outlay of 30,000,000r.
the government had determined to expend that sum
out of its surplus treasure, instead of lending it,

the effect would have been, in proportion as the

expenditure went on, to raise prices and wages ;

and assuming that the amount of the currency had
been before sufficient for the purposes of a circu-

lating medium, the additional coin thus added to

the circulationj,would have been expelled' through
the medium of prices ; causing an adverse balance

of trade and a consequent depression of the ex-

changes. The case would be analogous to the

issue of so much paper money in a currency con-

sisting of paper and coin circulating at par. The
coin would be gradually expelled, through the me-
dium of prices, to make way for the paper : as will

be illustrated in the next section, in the case of the

forty millions of roubles, in paper money, first issued

by the empress Catherine. This is clearly the mode,
and the only mode, in which, according to the

theory of Mr. Ricardo and the Bullion report, the

issues of Bank notes in this country were supposed

a metal as silver (bulky, I mean, as compared with gold) would

probably leave little margin for profit. The probability there-
fore is, that a small sum only, if any, went.
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to render the currency redundant, thus causing the

adverse balance which depressed the exchanges.
And, as I have endeavoured to show, a similar error,
with less excuse for it, pervades the doctrines of the
more modern theory of the Currency principle.
As the paper money of Russia, from its first issue

till the notes were made convertible, by the Im-

perial edict of July, 1839, presents some curious

phenomena, exemplifying several of the points now
under discussion, I shall devote a section to the
notice of it.

SECTION 7. On the Effects of an Influx of Gold,
caused by a favourable Exchange, as distinguished

from an Influx caused by increased Productive-

ness of the Mines.

The length of the foregoing disquisition will per-

haps not be thought to have been carried beyond
the importance of the topic discussed, when it is

considered that the point involved in it lies at the

very threshold of the whole question of the cur-

rency. The impression of the perfect similarity,

up to a certain point, ofpaper money to Bank notes

payable in coin on demand, is very common, and
forms a striking feature in the questions now at

issue between the Currency theorists and their

opponents. The analogy of the gold mine, it will

be observed, is no gratuitous or fanciful illustra-

tion of my own. It was broached by Mr. Ricardo
;

and raised an important point in the discussion

between him and Mr. Bosanquet. I have merely
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suggested considerations which the former over-

looked, and the latter has not sufficiently fol-

lowed out.

In the more recent controversy to which the pro-

mulgation of the theory of the currency principle
has given rise, the partisans of that theory, ascrib-

ing to the banks in this country the power of arbi-

trarily adding to the amount of the circulation,
assume that the additional notes so issued have a

partial effect on prices in this country, analogous to

the general effect on prices in the markets of the

world by an increased production of the precious
metals, in consequence either of the discovery of

new and more fertile mines, or of improved methods
of working the existing ones.

Such seemed to be the impression of the mem-
bers of the Committee on Banks of Issue in 1840,
before whom I was examined.*
The error of the assumed analogy is so im-

portant, that I am glad to avail myself of the effec-

tive aid of Mr. J. Wilson in the exposure of it,

by inserting the following passage from his recent

publication entitled "
Capital, Currency, and Bank-

ing:"-
" Mr. Tooke expresses his view of the case thus :

' That
the prices of commodities do not depend upon the quantity of

money indicated by the amount of Bank notes, nor upon the
amount of the whole circulating medium ; but that, on the con-

trary, the amount of the circulating medium is the consequence
of prices.'

" To which Colonel Torrens replies :
' The logical accuracy

of this conclusion may be tested by affirming the analogous
proposition, that the prices of commodities in Europe, after the

* In the Appendix will be found extracts from the minutes
of my evidence on that occasion ; and I may refer the reader to

that examination, as containing a summary of the explanation
I have just given of the distinction between convertible and
inconvertible paper, and as to the effects on prices of the dis-

covery of a gold mine.
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discovery of the mines of South America, did not depend upon
the quantity of money indicated by the amount of coin, nor by
the amount of the whole of the supply of gold and silver ; but

that, on the contrary, the mines of South America, and the in-

creased amount of gold and silver obtained therefrom, were the

consequence of the subsequent rise of prices.'
"That this ingenious and accomplished economist should

have stated these as two '

analogous propositions,' is the most

striking evidence with which we have yet met of the utter con -

fusion which prevails in men's minds of the real nature of

currency and capital of coin as a circulating medium, and of

the precious metals as a commodity of commerce ; a confusion

which must be so apparent to those who have followed our

arguments thus far that we need not further refer to it. But
some have an idea that in every case of an influx of bullion a
similar effect should be experienced locally that is produced
generally by an increase of metals from the mines. The dif-

ference is very essential. In the case of an ordinary influx of

gold into this country, caused by a favourable state of the

exchanges, the general quantity of gold is not changed, nor its

relation in value to other commodities : a new distribution of it

is all that takes place. To those who received larger quantities
of metal from South America, in exchange for the commodi-
ties which they have shipped to that country, and in conse-

quence of the increased productiveness of the mines, the addi-

tional quantity was, in the first place, so much increased profit,
which not only enabled them to expend more money privately,
but which also formed a powerful inducement to increase their

purchases of goods and shipments to South America. Such
additional demand for shipment to that country of woollens and
cottons from England ;

of wine and silks from France ; of flour

and domestics from America, and the increased demand for arti-

cles of consumption, and for securities for investment by those

who made the additional profit at first, would soon increase

prices generally in proportion to the new supplies of the metals.
" But in case of an influx of bullion, owing to a favourable

exchange, the case is widely different. The very fact that mer-
chants have recourse to bullion to bring home their capital
from those countries where it is not produced, is usually an
evidence that other commodities cannot be imported but at a

loss. In consequence of the lessened imports the exchanges
turn in our favour, and at length bullion is resorted to as the

least advantageous medium of transferring capital from one

place to another. But this neither infers a power for an in-

creased private expenditure, nor an inducement for a repetition
of purchases for shipment, and hence we find that in practice
neither circulation nor pi'ices increase under such circumstances,
but that both diminish.

"In Article II. (page 13.) we fully considered the effect 01
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an influx of bullion in consequence of a favourable exchange
on a metallic currency, and the same precisely must take place
with a mixed currency of coin and convertible notes.

"From the beginning of 1841 to 1843 we had an uninter-

rupted favourable exchange ; the bullion in the Bank rapidly in-

creased all the time from 3,96o,000/. to upwards of 1 1,000,000/. ;

every means were used, which properly could be, to increase

the circulation ; but it fell, during that time, from 35,660,000/.
to 34,049,000^, and during the whole period, the prices of

commodities generally were sinking lower; and in 1842, the

year in which the largest import of gold took place, was the

most depressed in prices, and the lowest in the circulation of

any during the last thirty years. Nor were the stocks of com-
modities generally above an average, and the imports were
much below an average ; and, up to this time (April 19. 1845),

though bullion has latterly increased to upwards of 16,000,000/.,
all the recent efforts of the Bank to increase the circulation have

proved unavailing, and the prices of all kinds of commodities,
even in the absence of any unusual stocks, with some few ex-

ceptions, continue unprecedently low. The events of the last

four years must go far to convince even those who will not

exercise the patience to investigate and understand the theory,
that a great error has existed in regard to the connection

between Bank circulation and prices, of commodities." ( On
Capital, Currency, and Banking, p. 85. 87.)

I quite agree with Mr. Wilson in his opinion, as

here expressed, of the difference of the effects on

prices between an influx of gold, caused by an
increase of metals from the mines,' and the influx

caused by a favourable exchange: supposing no
alteration in the quantity of them, compared with
the demand, in the general markets of the world.

SECTION 8. Digression concerning Russian Paper
Money.

The history of the Russian paper money, from
its first issue, in the reign of the Empress Catherine

II., to its conversion into a convertible currency
in the reign of the present sovereign, presents
a more continuous record, and for a longer time, of

VOL. IV. P
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variations in the quantity and value of a paper

currency than any other that I am aware of. The
variations of its value, as indicated by the foreign

exchanges, are susceptible of being more accurately

appreciated than those of any other nation, inas-

much as there are regular quotations of the rate at

which bills were negotiated upon London, Amster-

dam, and Hamburgh, in each week during the whole

time, with an exception for the occasional suspen-
sion of the communication with the two latter

places. It is, therefore, particularly fitted to illus-

trate some of the views which have here been

sketched of the character and effects of a currency
consisting of an inconvertible paper, as compared
with a circulation of notes strictly convertible into

coin.

It was at the close of 1768, in the reign of the

Empress Catherine II., that towards defraying the

expenses of the war with Turkey, then entered

upon, the Bank of Assignats was founded for the

purpose of issuing notes payable to bearer. It was,
from the first issue, doubtful in what money they
would be payable. Professor Storch*, from whom
this account is taken, states that the tenor of these

assignats does not clear up this doubt, for they were,
from the beginning, nominally, and still, at the time

he was writing, 1815, purported to be, payable in

current money. The uncertainty, however, was, prac-

tical^, cleared up within a few months after the

opening of the Bank. For, though at first a few pay-
ments were made indifferently in silver or copper
coin, they were soon made only in copper. Now, the

copper coin was overvalued by 50 per cent, com-

pared with the uncoined metal. The semblance of

convertibility was therefore inoperative. It was only
a great scarcity of copper coin for retail purposes
that admitted of its circulating at a nominal, so much

* Cours d'Economie politique, vol. vi. p. 207.
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above its intrinsic, value. But as the notes were

much more convenient in large payments, being in

sums of 25 roubles, than the bulky metal, they cir-

culated at the full nominal value of the copper
coin. The whole issue was, in the first instance,
limited to 40 millions of roubles

;
and no great de-

preciation attended the paper, as compared with the

silver rouble, during the progress of the war. At
the peace of Kainardji, in 1774, it rose fully to par,

compared with silver. Professor Storch observes,
that owing to the limitation of amount, which did

not exceed the first issue of 40 millions for eighteen

years, and to the circumstance that a certain amount
of the taxes was required to be paid in assignats,
this description of circulation was rendered so

agreeable (as he says) to the public, that, until the

year 1 788, there was an agio, or premium, upon it

of from 1 to 5 per cent against copper ;
and that the

difference between its value and that of silver never

exceeded 3 per cent in favour of the latter.

Thenceforward war, and other causes, Induced
additional issues, until at the death of Catherine, in

1796, the mass of paper money amounted to 157
millions^being nearly four-fold of what it had been

eight years before. The exchange on London, which
had been as high as 4 Id. in 1787, was at 3 Id. in

1796. During the two subsequent reigns, the fur-

ther issues increased rapidly, insomuch that in 1810
the paper money in circulation reached 577 mil-

lions, and the paper rouble was worth only 25J-

copeks, being only one fourth of its value in 1788.
The exchange on London fell, in the autumn of

1810, to ll^c?. ;
on Amsterdam, to8 stivers; and

on Hamburgh, to 7 skillings banco, per rouble. And
the prices of all produce and commodities rose,
in a proportion, greater or less, to this fall of the

exchanges.
The amount of notes in circulation had, according

to a statement of Count Gurieff, reached, in 1817,
p 2
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836 millions. I am not aware of the amounts at

different periods between 1810 and 1817; but there

is every reason to believe that the issues of paper
were increased in 1811 and 1812; and, at any
rate, it cannot be supposed that at such a time

there could be any reduction of the amount.

Now, the following facts present an important
view of the great influence of the circumstances of

that period in causing enormous fluctuations in the

exchange, perfectly irrespective of any alteration in

the amount of the currency. Immediately after the

close of 1810, the exchanges rose, with consider-

able oscillations, the lowest quotations, however,

being above those of 1810; and they advanced

rapidly when the invading armies of France ap-

proached the Russian frontier. In June, 1812, the

exchange on London was IGd.; on Amsterdam, llf
stivers; and on Hamburgh 11^ skillings; and, by the

latter end of September, when Napoleon had entered

Moscow, the paper rouble attained the enormously
advanced rates of 25c?., 17^ stivers, and 16^ skillings
banco. The silver rouble, and the Dutch ducat,
which were respectively in 1810 at 400 copeks, and
1250 copeks, were, in different periods in August,
1812, as low respectively as 350 copeks, and 900

copeks.
This state of the Russian paper currency is not

to be accounted for according to the doctrine of

Mr. Ricardo, and Mr. Huskisson, and the Bullion

report of 1810 : for this would not allow for

the violent disturbing causes then operating on the

exchanges, irrespective of any alteration in the

amount of the currency.
The truth is, that the circumstances operating in

the great enhancement of the value of the Russian

currency in 1810-12 (without the possibility of

assigning a contraction of the amount of it as a

cause) were exactly the converse of those which
were at the same period causing an apparent depre-
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elation of the currency of this country, in so far as

the foreign exchanges were an index of it.

The circumstances producing the extraordinary
elevation of the exchanges in Russia were these.

The prices of hemp, flax, tallow, and other

articles of Russian produce, had risen very consi-

derably, in this country, in the autumn of 1811,
and the commencement of 1812

; partly from actual

scarcity, and partly from apprehension that the

invasion of that empire by the French armies would
cut off future supplies. There were great induce-

ments, therefore, to make purchases and shipments
of produce from the ports of Petersburg and Riga,
and other Russian ports, for British account, before

the close of the navigation, by the setting in of

winter. There were also similar purchases and ship-
ments of produce, although on a limited scale (in

consequence of the obstructions then prevailing to

all commercial intercourse), made for Germany,
France, and the United States. The immediate con-

sequence was the drawing of an unusually large
amount of bills upon these countries. But while

there was this demand for articles of export from

Russia, there was no sale whatever for imports.
The native Russian merchants and shopkeepers
could not be prevailed upon by any inducement
of price to buy the goods which were imported
into Petersburg from England, under the appre-
hension that, if the French succeeded in their

invasion, they would proceed to the confiscation or

burning of all British manufactures or produce,
as they had done, not long before, in the ports of

Prussia. The only remittances from Russia, there-

fore, were of sums collected from former sales, or as

returns for gold and silver, of which some, although
not large, quantities had been imported. There

.was, consequently, a vast disproportion, of drawers
to takers of bills

;
and the inevitable effect was to

raise the exchange, as we have seen,
p 3
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Now an exactly opposite state of things was

simultaneously existing in this country. There

was an urgent want of the raw materials of our

manufactures; cotton, especially, having become
scarce and dear; and naval stores from abroad

were required for our military marine. At the

same time a great foreign expenditure for sub-

sidies, and for the pay and maintenance of our

armies in Spain, was going forward. Of extraordi-

nary magnitude, therefore, were the payments to

be made abroad
;
while as to nearly all articles of

habitual export from this country there was an

almost total absence of foreign demand, as has

been shown by the extracts from Mr. J. D. Hume's
Letters. (See ante, p. 106.) It is no wonder that

our exchanges were depressed ;
nor is there any

need to assume a redundancy of our currency as

the cause.

Here, then, is an illustration of the point which
was at issue between Mr. Ricardo and Mr. Thorn-

ton, when the former controverted the position
of the latter, viz. that, upon a sudden demand for

corn, or for the payment of troops or subsidies,
there might be an unwillingness of the foreigner to

receive goods from us in payment, and so the neces-

sity might arise for sending gold, or making an
enormous sacrifice in the exchange. The only
answer given by Mr. Ricardo was, that we ought
not to indulge the foreigner in such unwillingness !

Without, however, dwelling further on this point,
which has been before discussed, I will proceed to

observe upon the decline of the exchanges in Rus-

sia, after the extravagant rise of them in September,
1812. The fall began when it became manifest

that the French army would be obliged to retreat

from Russia without any attempt to reach Peters-

burg, and the quotations, by the end of the year,
were respectively 16|rf. 11| stiv. and lOf sk. banco.

Thenceforward the decline proceeded slowly, and
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with some oscillation, till October 1816; when it

reached the lowest quotations of 9^., 9^ stiv. and

9| sk. banco, and the silver ruble was worth 400
to 410 copeks in paper. The Custom-house duties,
and other taxes, had been calculated in silver rubles,
and the bank notes were, after intermediate alter-

ation, declared by the government to be receivable

in the proportion of 4 to 1, thus avowing a depre-
ciation of 75 per cent, being substantially a degra-
dation of the standard to that extent. At this rate

it continued for some time.

During the progress to this degree of depre-

ciation, the prices of commodities experienced a

corresponding advance, but subject to great fluctu-

ation in the process.
Loans were subsequently raised, abroad, by the

Russian government, in order to withdraw a por-
tion of the notes from the circulation; and the

amount of them was reported on the 1st of January,
1821, to have been reduced to 640 millions. The

exchanges had, by that time, improved, so as to

induce the government to admit the paper ruble

in payment of taxes at 3 ro. 60, and eventually at

3 ro. 50 co. At which last-mentioned rate the

conversion, from bank assignats to bank notes pay-
able on demand in silver rubles, was ordained by
an imperial ukase, dated 1st July, 1839.*

My purpose in this digression has been
1st. To exemplify the position that government

paper money may be so issued that, as in the case

of the first 40 millions of roubles, a very slight de-

preciation only may follow; just sufficient to dis-

place so much coin
;
and that, by strictly limiting

the quantity, it may be maintained in circulation

at, or very near to, par with coin.

2d. To shew the prodigious range of variation in

the exchanges to which an inconvertible paper

* See Appendix,
p 4



216 RUSSIAN PAPER MONEY.

currency is liable, while the amount of it may be

either stationary, or tending in an opposite direction.

3d. To direct attention to the extraordinary phe-
nomenon of a currency of inconvertible government
paper, largely extended in quantity, increasing in

value by 100 per cent, as an invading victorious

enemy was approaching ;
and the value falling as

the enemy were retreating ;
and eventually sinking

to a lower level than that from which it had risen.

4th. And finally, to point out the unaccountable

misapprehension which has led persons, otherwise

well informed, to allege, and reason upon, the as-

sumption of a similarity between the circulation of

bank notes in this country, during the suspension of

cash payments, and the Russian paper money of

the same period.
I have taken occasion in a former volume* to

remark upon the error of Lord Ashburton, in

referring, as he did in his evidence before the Agri-
cultural Committee in 1836, to the adjustment by
the Russian government of the value of its depre-
ciated paper, as an example that ought to have
been followed in this country upon the restoration

of a metallic standard.

Mr. Hubbardf, in his pamphlet on the Currency,
has the following passage:

" When a paper currency is inconvertible, it may be depre-
ciated by its quantity being increased ; and the same con-

sequences which attend the depreciation of the coin, attend the

depreciation of the paper. The circulation of paper money in

Russia was raised from two hundred millions of roubles in 1799
to six hundred millions in 1811 : the food of rye flour rose in

price from 70 to 200 copecs ; the value of the silver rouble

expressed in assignats rose from ! to four paper roubles ; and
the exchange on Hamburgh fell from twenty-six skillings to ten.

* Vol. II. p. 67. Some, but a very small, part of the facts

here introduced were then stated with reference to the opinion

expressed by Lord Ashburton, that in 1819, if the feeling of par-
liament and the country had gone with him, he should have been
inclined to propose a reduction of the standard "

pound" to 15s.

f The Currency and the Country, 1843, page 35.
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Tlie Bank of England was restricted from paying its notes in

gold ; its circulation was enlarged from ten millions to thirty
millions ; the circulation of the private banks was similarly
increased ; coin was exported ; and, if the general range of

prices rose twenty-five per cent., the cause is to be found in the

depreciation of the inconvertible currency of the country result-

ing from its increased quantity, and evidenced by the rise in

the price of gold from 31. 17*. lO^d. to 51. 5s. per oz. ; and, by
the fall of the exchange with Hamburgh, from thirty-seven to

twenty-eight skillings for the pound sterling."

If the view which I have sketched of the state of
the circulation of the Bank of England during the

Restriction has any approach to correctness, there

cannot be the shadow of a ground for the state-

ment here so confidently made, of its having been
similar in its principle and effects, to the Russian

paper money during the same period. They agree

only in the single fact of inconvertibility. The

points of difference are so striking that I am quite
content to leave it to my readers to draw their own
conclusions.

But I cannot help remarking upon the circum-

stance which I have on more than one occasion

had to notice as a very objectionable (and occasion-

ally deceptive) practice of writers or speakers, who,
when seeking to prove a depreciation of Bank of

England notes, in consequence of excessive quan-

tity, state the amount in circulation without refer-

ence to the distinction of the one-pound notes from
those of a higher denomination.

If Mr. Hubbard had deducted the one-pound
notes, as, according to every authority Mr. Ri-

cardo, Mr. Huskisson, and the Bullion Report
he ought to have done, he would have seen that

the circulation in 1817, when it nearly reached

the amount he states, would, instead of being at

the expiration of more than twenty years, enlarged
from ten to thirty millions, be found to be in-

creased to only twenty millions. And if he had
taken the pains to examine a little further, he would
have discovered that, when it reached this extreme
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amount, it was perfectly consistent with a state of the

exchanges and of the price of bullion fully at par, or

rather so much above it, as to have raised the trea-

sure of the Bank to a higher amount than it had
ever before attained. It is really surprising to find

how many persons write and speak about the cir-

culation during the Restriction, and draw conclu-

sions and institute comparisons regarding it, while

they clearly have no sotmd knowledge of the real

state of it at that time.

SECTION 9. On a Metallic Circulation, as the Type
of a perfect Currency.

It has been my purpose, in the preceding section,
to show that the theory of the currency principle,

according to the exposition of its promulgators,
involves the error of confounding convertible with

inconvertible paper ;
as regards its issue, and its ef-

fects in circulation up to the point of convertibility.

By the same authorities it is (as stated at page 167,

ante,} assumed, as an axiom, that a purely metallic

circulation is the type or model of a perfect cur-

rency ;
and that, therefore, a mixed circulation of

coin and paper ought to be made to conform in

amount to the same variations as would be inci-

dental to a purely metallic currency. I, and those

who with me are opposed to the doctrine of the

currency theory, as adopted by Sir Robert Peel

and embodied in the act of 1844, readily admit so

much of it as relates to this assumption. We are

willing to consider a metallic currency as the type
of that to which our mixed circulation of coin and

paper ought to conform
; but, further, we contend

that it has so conformed, and must so conform,
while the paper is strictly convertible.* And we

*
Upon this point, nothing can be more forcible or more

felicitously expressed than the following passage from Mr. Ful-
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deny the correctness of their view of the opera-
tion of a metallic circulation, according to their

exposition of it, which I am about to quote.
Those who contended, prior to 1 844, that such

as is stated in the following extracts would be

the operation of a metallic circulation, are natu-

rally, now that they have experience, so totally at

variance with their anticipations of the working of

the system founded upon their model, disposed to

explain away their former hypothesis. But it is

larton. "But we are told, now, that in order to preserve a
mixed circulation of gold and Bank notes from depreciation, it

is not sufficient that the Bank notes should at all times be con-
vertible into coin ; that, notwithstanding such convertibility,
the notes may still be over-issued in such quantities as to raise

the prices of all the commodities in the kingdom, and to cause
the exportation of the gold, and that, to prevent such derange-
ments, it is indispensable that the Bank note circulation should

at all times be made to fluctuate exactly as a purely metallic

circulation would have fluctuated. On these propositions I am
content at once to join issue. I deny that we have any evi-

dence of such a redundance of circulating Bank ngtes having
ever existed in coincidence with a really convertible state of

the currency, as to raise prices or to cause an efliux of the pre-
cious metals, or that such a redundance under such circum-
stances is possible. And as to making a Bank note circulation

fluctuate exactly as a pure metallic circulation would have fluc-

tuated, I do not see how that can be constituted into a duty,
until it be first shown that they ever fluctuate differently. As
a general principle, indeed, I am quite free to admit that the

increase or decrease of a circulation of Bank notes, from what-
ever cause it may proceed, ought to correspond with the in-

crease or decrease which a currency of metallic coin would
exhibit under the same circumstances. But I go further than
this : I contend that there not only ought to be such corre-

spondence, but that there always is ; that, wherever the con-

vertibility of the paper is perfect and secured from all delay or

impediment, the coin of full standard value in weight and fine-

ness, and the traffic in the metal, whether coined or uncoined,

absolutely free and unrestricted, there the Bank issues, if left to

themselves, must necessarily fluctuate in conformity with the

principles which govern the supply of the standard metal, and
it is onlyfrom the intervention of some such arbitrary and

empirical system of restraint as is now projected that this con-

formity runs any risk of being disturbed" (Regulation of
Currencies, 2d. ed. pp. 26, 27.)
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right to record what were the opinions under the

influence of which such great alterations were
made in our system of banking. In my pamphlet
of 1844 I cited passages from the principal autho-

rities for the theory. These and my remarks, which

they elicited, I here extract and insert :

u
Admitting, for the sake of argument, that a

metallic circulation is the type of a perfect cur-

rency, it should seem that those who confidently

pronounce it to be so, labour under a most egre-

gious misconception of what the working of it

would be.
"
Upon the grounds which I have now to state,

it will be evident that the operation of a perfectly
metallic circulation would not be attended with

the advantages which they contemplate ; nor, on

the other hand, with the disadvantages which might
be apprehended if it were to work as they seem to

imagine it would.
"
According to the currency principle, every

export of the precious metals under a metallic cir-

culation would be attended with a contraction of

the amount and value of the currency, causing a

fall of prices until the degree of contraction and

consequent fall of prices should be such as, by
inducing a diminished import and increased export
of commodities, to cause a reflux of the metals

and a restoration of prices to their proper level.

So, on the other hand, an influx of the precious
metals would raise prices, till they reached a level

at which the converse of the process would take

place. This oscillating process of a rise and fall

of prices with every influx or efflux of the precious

metals, independently of circumstances connected

with the cost of production of commodities, and

the ordinary rate of consumption, would be per-

plexing enough, and any thing but convenient to

the commercial, or the manufacturing, or the agri-
cultural community.
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" The advocates, however, of the doctrine con-

tend that, although thus the oscillations might be
more frequent, the scale of them would be more

contracted, every divergence being more quickly
checked. I firmly believe, however, that if every
export and import of the precious metals were at-

tended with the effects imputed to them by this

theory, the inconvenience would be felt to be in-

tolerable, and that some of what Mr. Norman calls

economising expedients would be devised and ap-

plied as a remedy." But the operation would not be that which the

theory, as it is stated in the following passages,

supposes :

" ' It is universally admitted by persons acquainted with

monetary science, that paper money should be so regulated as to

keep the medium of exchange, of which it may form a part, in

the same state, with respect to amount and to value, in which
the medium of exchange would exist were the circulating por-
tion of it purely metallic. Now, it is self-evident, that if the

circulation were purely metallic, an adverse exchange, causing
an exportation of the metals to any given amount, would occa-

sion a contraction of the circulating currency to the same
amount ; and that a favourable exchange, causing an impor-
tation of the metals to a given amount, would cause an ex-

pansion of the circulating currency to the same amount. If

the currency of the metropolis consisted of gold, an adverse ex-

change, causing an exportation of gold to the amount of

1,000,000/., would withdraw from circulation one million of

sovereigns.' TORRENS. (Letter to Lord Melbourne, pp. 29, 30.)" * The amount of the import or export of the precious
metals is a pretty sure measure of what would have been the

increase or decrease of the amount of a metallic currency.'
S. J. LOYD. (Further Reflections on the Currency, page 34.)

" And Mr. Norman, after explaining the manner
in which the exchanges, as between two countries,
A. and B., may be rendered adverse to A., so as

to cause an export of coin or bullion, goes on to

say,

" ' The export of coin and bullion will cause general prices
to fall in country A., and to rise in B., supposing the debt to B.
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not to be sooner discharged, until it becomes more advantageous
to export goods than money.'

"
(Letter to C. Wood, Esq., M.P.

page 17.)

" In these passages, and many more that might
be cited, it is assumed that the precious metals,

gold, and silver, and bullion, are synonymous with

currency and money, and are convertible terms.

And, accordingly, every export of the precious
metals is not only considered, in the supposition
of a metallic circulation, as a contraction of the

currency of this country ;
but as so much added to

the currency of the country to which it is ex-

ported. Such alteration in the relative quantity
of the metals in the respective countries from
which or to which they are transmitted being, ac-

cording to this theory, an abstraction or addition

of so much money ;
and prices, that is, the general

prices of commodities, being considered as depend-

ing on the quantity of money, a corresponding rise

or fall of them is assumed to be the consequence.
In this view some very important considerations

are overlooked.
" Before entering upon them, however, I must

premise, that throughout this discussion the value

of gold in the commercial world is assumed to be

constant, i.e. that the cost of production and the

general demand are unvaried
;
also that the tariffs

of foreign countries are in statu quo, so as to con-

fine the consideration to the effects of an influx

or efflux of bullion on the currencies of the re-

spective countries, divested of any reference to

disturbing causes, beyond those incidental to the

course of trade and international banking.
" There is, and must generally be, in a country

like this or like France, a stock greater or less of

gold and silver, beyond that which is in use as

money or as plate, or which is in the mint, and
in goldsmiths' and silversmiths' hands, in prepara-
tion for use as either. This surplus or floating
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stock may be considered as seeking a market,
whether for internal purposes or for export ; and,
be the quantity greater or less, can it be said of it,

if it is exported, that the amount is so much
abstracted from the currency of the country, any
more than if an equal value of tin or zinc, or lead

or iron, were exported ?
"
Moreover, of that part of the stock existing in

the shape of coin in this country it may be ob-

served, that as the coinage is not subject to a

seignorage, there may be, and frequently is, in

that shape a considerable amount of the precious
metals which may not be in the hands of the

public, circulating as money, nor in the reserves

of the different banks, the Bank of England ex-

cepted ;
but may, like the uncoined metals, be

seeking a market at home or abroad. It may be

in the coffers of the Bank of England ;
but held

as bullion, being in the shape of coin equally
convenient for every purpose, and more, conve-

nient for some purposes, in that form, besides

that of serving for currency, than in uncoined

gold, that is, in bars or ingots.
" The idea of gold seeking a market, and not

immediately finding one, may seem strange, and,

by the firm believers in the currency-principle

doctrine, may be set down as paradoxical and
absurd.

" Gold is an object in such universal demand, or,

in other words, so universally marketable, that

its being supposed to be kept on hand at all,

under the uncertainty of finding a suitable market
for it, appears to be inconceivable, or almost a

contradiction in terms.
" I am ready to admit that gold is a commodity

in such general demand that it may always com-
mand a market, that it can always buy all other

commodities
;

whereas other commodities cannot

always buy gold. The markets of the world are
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open to it as merchandise at less sacrifice upon
an emergency, than would attend an export of

any other article, which might in quantity or
kind be beyond the usual demand in the country
to which it is sent. So far there can be, I pre-

sume, no difference of opinion.
" But there will be found to be no inconsider-

able difference, if we distinguish as we ought to

do, for the purpose whether of theory or practice,
between gold considered as merchandise, i. e. as

capital, and gold considered as currency circulating
in the shape of coin among the public.

" Mr. Senior, in one of his lectures on the value
of money, observes,

' The value of the precious
metals as money must depend ultimately on their

value as materials of jewellery and plate; since if

they were not used as commodities, they could not

circulate as money.' And he makes a remark to

the same effect in an article in the '

Edinburgh
Review,' for July, 1843, on Free Trade and Retalia-

tion.
i The primary cause of the utility of gold is

of course its use as the material of plate. The

secondary cause is its use as money.' Of the truth

of these propositions there can be no doubt.
" As this country is not only a large consumer of

the precious metals for purposes other than money,
but is also an entrepot for receiving from the

mines, and distributing the greater portion of the

quantity applicable to the consumption of other

countries, the bullion trade, totally independently
of supplying the currency, must of necessity be

very considerable. In resorting to this entrepot
the metals can only be considered as merchandise

in transit, seeking a market for consumption either

in this country or abroad.
" But beyond the stock which is requisite for this

purpose, and which must always include more or

less of surplus to meet occasional extra demand,
there must be a very considerable amount of the
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precious metals applicable and applied as the

convenient mode of adjustment of international

balances, being a commodity more generally in

demand, and less liable to fluctuations in its market
value than any other. I will not venture, in the

absence of any recognised grounds for computa-
tion, to hazard an estimate of the amount so re-

quired ; but, bearing in mind the immense extent

of international transactions, and the vicissitudes of

the seasons, and other circumstances affecting the

relative imports and exports of food, raw mate-

rials, and manufactures, besides the variations in

the market value of national and private securities

held interchangeably, the quantity of bullion re-

quired to be constantly available for this purpose
must be very large ;

the principal deposits of it

being in the Bank of England, the Bank of France,
and the public banks of Hamburg and Amsterdam.
These deposits may, moreover, in some of the pub-
lic banks, be occasionally increased by coin which
has become superfluous in the circulation.

*

"
If, therefore, we take into account the magni-

tude of the stock necessarily imported, partly for

the consumption of plate in this country, and partly
for that abroad, and of the amount required as

available funds for the adjustment of international

balances, it may not be deemed an extravagant
supposition that there might occasionally be under
a perfectly metallic circulation fluctuations, within

moderately short periods, to the extent of at least

five or six millions sterling in the import and

export of bullion, perfectly extrinsic of the amount
or value of the coin circulating as money in the

hands of the public, and perfectly without influence

on the general prices of commodities, as equally
without general prices having been a cause of such
fluctuations.

" It may be objected that the quantity of bullion

which I have supposed to be in deposit among the
VOL. IV. Q
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principal public banks of the commercial world,

applicable to the adjustment of international ba-

lances, should be looked upon as performing the

functions of money, in restoring the level of the

currencies, which the very fact of the necessity
for the transmission of money from one country to

another proves to have been disturbed. This ob-

jection is founded on the assumption that gold
and silver are money or currency, and it is sup-

posed that the transmissions of bullion for the pur-

poses in question have a direct operation upon the

amount of money or currency in actual circulation

in the several countries. But in this objection the

consideration is overlooked, that the coins only
which enter into, that is, form part of, the internal

circulation of the country, can be designated as

currency, while bullion can only be viewed in the

light of capital.*
" The distinction between bullion, as merchan-

dise or capital, and coins, as money or currency,

may be exemplified in the case of coins which are

subject to a seignorage, and in cases such as that

of Hamburg, where the money current for all the

ordinary expenditure of income consists chiefly
of a variety of foreign coins, passing from hand
to hand at a conventional value, while all mer-
cantile payments are made by transfers of capital,

* With the exception of Mexican dollars, this being the form
in which the produce of the silver mines of America is mainly
distributed, and Imperials, the golden coin of Russia, being the
form in which the extraordinarily large and increasing produce
of the Asiatic provinces of that empire is adding to the general

supply of the precious metals ; and further excepting the gold
coins of this country, which, being issued without any charge
whatever for manufacture, are found to be for some purposes of

export more convenient than bars or ingots : with these excep-
tions, the instances are rare in which, unless depreciated at

home by compulsory paper money, the coins usually circulating
as money are withdrawn to supply foreign payments of any
magnitude.
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deposited in the form of fine silver, and called

bank money.
" In such a case as that of Hamburg there have

been, and must often again be, very great fluctua-

tions in the amount of silver in the bank, and,

consequently, of bank money, without any ob-

viously corresponding variations in the amount
of money in circulation for current purposes of

expenditure by the community, or any variation

as arising from that cause in the general prices
of their commodities. And if a seignorage were

imposed on the gold coin of this country on cor-

rect principles (that is, accompanied by a limita-

tion of tender, and by a power on the part of the

holders to demand gold bullion at 31. 17s. IQ^d.

per ounce), there might be, and there would be,

occasionally, supposing a purely metallic circula-

tion, a very considerable variation in the amount of

bullion in the coffers of the national bank, or in

the hands of dealers in bullion, without necessa-

rily in the slightest degree affecting the amount
of the currency actually in circulation, in the ordi-

nary daily transactions arising out of the expen-
diture of individuals composing the public, and
without variation in general prices." Inquiry into

the Currency Principle, p. 6 15.

SECTION 10 On the Distinction between Currency
and Capital; and on the actual and imputed
Functions of Country Bank Notes.

Totally unaware as the authors of our new
system were of the distinction between currency
and capital, when applied to the distinct functions
of the precious metals, of serving, in the shape of

Q 2
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coin, for internal purposes, arid of capital when
transmitted abroad in liquidation of an adverse

balance of trade
;

still more striking, if possible,
has been their disregard of that distinction in our
internal exchanges.

I have before had occasion to notice the different

uses of bajjk notes, with a view to point out the

error of the currency theory which classes the two
denominations together, as substitutes for coin.

Dr. Adam Smith, in the following passage, has

noticed the distinction between the two kinds of

bank notes, and has, accordingly, in his views of

our paper currency, steered clear of the confu-

sion between currency and capital which pervades
and disfigures most modern reasonings on the

subject :

" The circulation of every country," he observes,
"
may be

considered as divided into two different branches the circu-

lation of the dealers with one another, and the circulation be-

tween the dealers and consumers. Though the same pieces of

money, whether paper or metal, may be employed, sometimes in

the one circulation and sometimes in the other, yet as both are

constantly going on at the same time, each requires a certain

stock of money of one kind or another to carry it on. The
value of the goods circulated between the different dealers with

one another never can exceed the value of those circulated be-

tween the dealers and the consumers, whatever is bought by
the dealers being ultimately destined to be sold to the con-

sumers. Paper money may be so regulated as either to confine

itself very much to the circulation between the different dealers,
or to extend itself likewise to a great part of that between the

dealers and the consumers. When no bank notes are circulated

under ten pounds' value, as in London, paper money confines

itself very much to the circulation between the dealers. When
a ten pound bank note comes into the hands of a consumer he
is generally obliged to change it at the first shop where he has

occasion to purchase five shillings' worth of goods, so that it

often returns into the hands of a dealer before the consumer
has spent a fortieth part of the money." Wealth of Nations,
M'Culloch's edition, pp. 141, 142.

Upon this passage there are the following re-

marks in my tract of 1844 :
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" There can be no doubt that the distinction here

made is substantially correct. Bearing in mind
this distinction, the reason is obvious why, as far

as relates to the interchange between dealers and
consumers (including the payment of wages, which
constitute the principal means of the consumers),
coin, and the smaller denomination of notes serving
as coin, are essential to such interchange, and why,
consequently, if those smaller notes are withdrawn,
their place must be supplied by coin

;
but not so as

regards the interchange between dealers and deal-

ers. Bank notes are not only not essential to that

interchange, but it must be manifest to any one

having even a slight knowledge only of the manner
in which such interchange is conducted, that, in

point of fact, bank notes are rarely used in the

larger dealings of sales and purchases.
" The great bulk of the wholesale trade of the

country is carried on and adjusted by settlements

or sets-oif of debts and credits, the written evi-

dences of which are in bills of exchange (includ-

ing in that term all promissory notes payable to

orders after date), while current payments, for

what are called cash sales, are mostly discharged

by cheques ;
the ultimate balance only arising out

of the vast mass of such transactions requiring

liquidation in a comparatively small amount of

bank notes. The principal exceptions to this, I

apprehend, are in the provision trade, and in the

sheep and cattle and horse fairs, in which the

payments are mostly made in coin and bank
notes

;
but there can be no question that for

amounts of 10/. and upwards, bills of exchange
might be, as they formerly were, and, but for the

increased stamp duty, would be substituted.
" Of the fact that, with the exception of these,

and perhaps of some few other wholesale trades

in which no credit is given, there is little or no
intervention of bank notes in purchases or sales

Q 3
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among wholesale dealers, no doubt can be enter-

tained. And 1 have now to state the explanation,
which I am not aware of having met with among
the various lucubrations on the subject of the

currency which it has been my lot to see, of the

reason why, with the exceptions I have pointed
out, such sales and purchases are effected without

actual payment in money, which, by the currency

theory, is defined to be coin or Bank notes.
" The reason is that all the transactions between

dealers and dealers, by which are to be under-

stood all sales from the producer or importer,

through all the stages of intermediate processes
of manufacture or otherwise to the retail dealer

or the exporting merchant, are resolvable into

movements or transfers of capital. Now, trans-

fers of capital do not necessarily suppose, nor do

actually, as a matter of fact, entail, in the great

majority of transactions, a passing of money, that

is, bank notes or coin I mean bodily, and not

by fiction at the time of transfer. All the

movements of capital may be, and the great majo-

rity are effected by .the operations of banking and
credit without the intervention of actual payment
in coin or bank notes, that is, actual, visible, and

tangible bank notes, not supposititious bank notes,

issued with one hand and received back by the

other, or, more properly speaking, entered on one

side of the ledger with a counter entry on the

other. And there is the further important consi-

deration, that the total amount of the transactions

between dealers and dealers must, in the last resort,

be determined and limited by the amount of those

between dealers and consumers.
" The business of bankers, setting aside the issue

of promissory notes on demand, may be divided

into two branches, corresponding with the distinc-

tion pointed out by Dr. Smith of the transactions

between dealers and dealers, and between dealers
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and consumers. One branch of the banker's busi-

ness is to collect capital from those who have
not immediate employment for it, and to distri-

bute or transfer it to those who have. The other

branch is to receive deposits of the incomes of

their customers, and to pay out the amount, as it

is wanted for expenditure, by the latter in the

objects of their consumption. The former may be
considered as the business behind the counter, and
the latter before or over the counter ; the former

being a circulation of capital, the latter of cur-

rency.
" The distinction or separation in reasoning of

that branch of banking which relates to the con-

centration of capital on the one hand and the distri-

bution of it on the other, from that branch which
is employed in administering the circulation for

local purposes of the district, is so important in

its bearing on the question of regulating the cir-

culation by the foreign exchanges, and on that ef

the connection between the currency and prices,
that the fullest elucidation of the practical opera-
tion of that distinction may naturally be required.
I have, therefore, as the best method of elucidating
this point, drawn largely on the examinations by
the Committee on Banks of Issue in 1841

;
and if

it be objected that more than enough of the evi-

dence is here adduced for the purpose, seeing that

the point is so clear when simply stated, my answer
to the objector is, that simple and clear as the dis-

tinction may appear to him, so imbued were the

members of the Committee who took a prominent
part in the examination, with the tenets of the

currency theory, as to have remained apparently

(judging at least by the reiteration of their ques-
tions to the same effect) unconvinced of the power-
lessness of the banks of issue to influence directly
the amount of the circulation of bank notes. And
even to this day, with all the light of subsequent

Q 4
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experience, it should seem, judging by speeches
and publications, and the declamations against ex-

cessive paper issues, which still appear occasionally
on the subject, that the dogma of the power of

banks of issue to create paper money
* ad libitum

prevails to nearly as great an extent as ever.
" All the country bankers examined concur in

stating that they have not the power by loans or

discounts beyond the ordinary transactions of the

neighbourhood to extend or contract the local cir-

culation of notes, or to influence prices. They
could, indeed, refuse to issue their own notes in

answering the demands of their depositors, but
such refusal must be accompanied by offering Bank
of England notes or coin, and thus the local circu-

lation would be equally filled up ; they may curtail

or call in their advances, and so diminish their en-

gagements, and eventually render a smaller amount
of circulation necessary; but the immediate de-

mands for notes for local purposes must still be
satisfied.

" It appears by that evidence, that their circu-

lation is devoted and confined to local purposes,

chiefly in small amounts, for the retail trade ;

and in the rural districts in advances to farmers

for the purchase of stock and seed, and to cattle

dealers and provision merchants
;
but that when

called upon to make advances by way of loan or

discount on a larger scale, it is always by a draft

or order upon London, or upon such of their corre-

spondents in other towns as happen to suit the

borrowers such loans or discounts being inva-

riably made out of capital, or, in other words, out of

the general resources of the bank.
"
Among the country bankers of England, I

*
By paper money being always understood, according to

the doctrine under consideration, bank notes in the hands of

the public.
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have selected the evidence of Mr. Stuckey, the

head of the admirably conducted banks of Somer-
setshire under his firm, because there is no one
more conversant, both theoretically and practically,
than he is with the subject of banking. By his

position formerly he was in intimate communica-
tion with Lord Liverpool and Mr. Huskisson. He
was examined by the Bullion Committee in 1819.

He was an adherent to the principles of the late

Mr. Bicardo
;

and he expressed opinions of the

desirableness of having the circulation of bank
notes regulated by a view to the foreign ex-

changes. But what is the result of his very
large experience as a banker ?"

" 477. ( Chairman.) Do you conceive that, generally speak-

ing, there is an insuperable difficulty in country banks exer-

cising such a control over their own issues, as to reduce them
to some extent during a period of adverse foreign exchange ?

" / really do not see how that is to be done. .
" 478. Then what is the practical effect of the regard to

foreign exchanges, which you think all country bankers ought
to pay ?

" The practical effect is to make them more cautious and

circumspect in the management of their money transactions ;

but I should not state, that in the agricultural districts, the cir-

culation would be altered by the foreign exchanges.
" 479. Do you conceive, that although the country bankers

ought to pay regard to the state of the foreign exchanges, it

is not in their power to bring that regard into practical effect by
reducing the amount of their issues during the period of adverse

exchange ?
" / do not see how it could be done.
" 480. Will, then, the regard which you recommend they

should pay to the foreign exchanges produce any practical effect

whatever upon their issues ?

"
Yes, it would produce effect in the management of their

monied concerns.
" 481. What practical effect would it produce on their

issties ?
"

Very little : my own opinion is, that country issues have

very little to do with exchanges.
" 482. Would the regard which you recommend to the

foreign exchanges produce any effect upon their issues ?
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"
Very little : it would produce some effect upon the ma-

nagement of their monied concerns.
" 483. ( Sir T. Fremantle.} Upon their liabilities ?
" Yes.
" 484. But comparatively little on their issues ?
" Yes : particularly in the agricultural parts of the country.
" 485. Upon what do you think the issues of the country

bankers depend ?
" More on the state of agriculture than any thing else.

When the landed interest is in a comfortable state, I consider

the issues to be increased.
" 491. (Sir T. Fremantlc.} The advance which you make

to the agriculturists is an advance of capital, whether it is

paid to them in your own notes, or Bank of England notes, or

gold?
" Yes ;

the advance is generally made to agriculturists in

our own notes.
" 492. But if the state of the country is such as not to re-

quire an increase of your own issues, you are quite sure that

those notes will come back to you in the course of a short

time ?
"
Exactly.

" 493. Therefore the advance that you make in that case

is an advance of capital, and not an advance of mere issue?
"
Exactly ; it is made out of our resources.

" 501. {Chairman.} Will you state how you are affected by
foreign exchanges ?

"
I' think the London banker is affected by them, therefore

I am affected ; I naturally know that if my deposits are with-

drawn, and any demand is made upon me, I must sell my secu-

rities ; therefore I look to the foreign exchanges in order to

ascertain how the money market is, that I may know what
securities I shall dispose of.

" 524. (Chairman.') Suppose the case of an adverse foreign

exchange, when, according to your own opinion, the paper cir-

culation of the country ought to be reduced, would you, on a

depositor asking for the payment of a deposit in notes, be at all

guided by the circumstance of the foreign exchanges, as to

whether you paid that deposit in Bank of England notes., or in

your own local notes ?
" / admit that I should not be guided by the foreign ex-

changes, but I should be guided by knowing where the deposit

money was to go to.
" 525. (Sir T. Fremantle.} You have stated that when

you have observed gold going out of the country, and money
becoming tight in London, you have been in the habit of issuing
directions to your different branches to be more circumspect in

the advances they make ; has the effect of that been practically
to diminish the amount of your notes in circulation in those

districts ?
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" / do not think it has; I am not aware that it has.
" 526. What has the effect been ?
" To make them more cautious in their advances, keeping

our resources moi'e within our own command ; instead of dis-

counting a bill, which we should discount under some circum-

stances, we have refused it
; and instead of advancing 1000Z. or

2000/., we have desired the person to take 5001.
; therefore we

keep our banking capital and banking resources more under
our own command.

" 527. But are you prepared to say that the circulation

of your own notes has not been affected by that course of

conduct ?

" / am not aivare that it has.
" 537. Supposing, for instance, it should ultimately be

thought that it is desirable that the country circulation should
have a general conformity to the state of the foreign exchanges,
do you conceive that this could be in any way effected by the

country bankers ?
" I do not at present know how it could be accomplished ;

and I may take the liberty of going further in that question,
and saying that it appears to me that the country issues, as con-
ducted in the west of England, have very little or nothing to do
with the foreign exchanges.

" 538. Do you conceive, then, that the only circulation which

ought to have reference to the foreign exchanges is that of tfie

Bank of England ?
" I do conceive that it is the only thing which ought to have

reference to them, being the circulation of London, and London
being the spot where the foreign exchanges are generally
effected.

" 539. (Mr. Grote.) Do you mean to state that you think
the circulation of the Bank of England ought to be made to

vary in conformity with the foreign exchanges, but that the

circulation of the country banks ought not to be affected by the

foreign exchanges ?
"
No, 1 do not go so far as that ; my opinion is that the

country circulation does not affect the foreign exchanges, because
it is a different kind of circulation ; the foreign exchanges are,
we all know, affected in various ways, but I do not think they
are affected by the country circulation, and I have looked atten-

tively at that question."

" The evidence of Mr. Gilbart, of the London
and Westminster Bank, of Mr. Hobhouse, of a bank
at Bath, and of Mr. Rodwell, of a bank at Ipswich,
is full of information as to the circumstances
which influence and limit the country circulation

without the possibility of reference to the ex-
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changes. But as these gentlemen do not profess
ever to have entertained an opinion of its being
desirable, if it were practicable, to regulate the

country circulation by the foreign exchanges, I

have preferred a reference to Mr. Stuckey's evi-

dence, he having entertained and professed an

opinion that it was desirable, but had made the

discovery, confirmed by long experience 011 a very
extensive scale, of its utter impracticability.

" Mr. Gurney was examined on this poijit by the

Committee on the Bank Charter in 1832. I have

before had occasion to notice his evidence at some

length*, and will now only refer to the concluding

part of it :

" Does it not follow from what you have said, that an
over-issue of notes of country bankers cannot easily be ef-

fected ?
" My belief is that it cannot be effected by any act of the

country bankers"

" As far as this point is concerned, it might per-

haps be deemed to be sufficiently proved by the

evidence already adduced. But not the evidence

only on this point is confirmed, but also much ad-

ditional light is thrown on the distinction between

capital and currency, by a view of the Scotch

system of banking. The examinations of some of

the managers of the Scotch banks by the Com-
mittee in 1841, are accordingly well worthy of

attention as illustrative of that distinction.
" The evidence of Mr. Alexander Blair, trea-

surer and manager of the Bank of Scotland, which
is the oldest of the chartered banks, having been

established in 1695, and which appears to be con-

ducted with great ability and prudence, is full of

valuable information as to the machinery and

working of the Scotch system of banking.

* "
History of Prices," vol. iii. p. 193.
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" He mentions a curious fact relating to the

mode in which the balances resulting from the

exchanges twice a week among the banks are ad-

justed by the means of Exchequer bills which, to

the amount of 450,000/., they hold for that express

purpose. Here we have Exchequer bills answering
all the purposes that Bank of England notes at the

clearing-house in London do.
" Mr. Blair also states that seven millions in

amount of notes is found to be requisite in order

to keep up an average circulation of three millions

a very curious fact, as it appears that the stamp
duty is paid upon the Avhole stock, whether in the

hands of the public, or within the walls of the

banks, and that the whole amount is out in circula-

tion for a few days at two seasons of the year.
" It is stated, moreover, upon the same autho-

rity, that the total amount of deposits which, in

1826, was computed to be about twenty-one mil-

lions, had in 1841 reached to about twenty-seven
millions.

" It is a remarkable circumstance that, while

there has been a great extension of banking capi-

tal, and of banking accommodation, and of banking
competition, in Scotland since 1826, the amount of

the aggregate circulation has considerably dimi-

nished. What a commentary upon the received

doctrine of the power of banks to increase their

issues of paper money as suits their interests or

convenience
;
and that it is the effect of the com-

petition of banks of issue to create a vast mass of

worthless paper.
" Mr. Blair gave the following statement of the

increase of banking accommodation in Scotland :

" There are about 380 bank offices in Scotland, of which
348 are branches. The population may be stated at 2,500,000;
thus there is one bank for every 6600 individuals.

" There were in 1825, 167 offices, of which 133 were
branch banks. The population being then 2,200,000, there
was one bank to every 13,170 individuals.
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<f The amount of notes exchanged per annum by the banks
of Scotland is believed to be not under 100,000,0007. delivered,
and 100,000,0007. received. The Bank of Scotland alone
delivers 10,000,0007., and receives in exchange as much."

" But the immediate purpose of my reference to

the evidence of Mr. Blair and other managers of

the Scotch banks, is to show that they do not and
cannot regulate their circulation by the foreign

exchanges ;
and that, when they make advances, it

is out of their capital or that of their depositors,
without any direct influence on their circulation :

that they attend to the conduct of the Bank of

England in regulating their advances, which, how-

ever, have no immediate influence on their cir-

culation.
" Mr. Blair was asked by the chairman,

" Do you conceive that the amount of notes in circulation

should be regulated in any way with reference to the state of
the foreign exchanges? I conceive that the loans and dis-

counts of banks should be regulated with reference to the state

of the foreign exchanges, but I would not consider it necessary
to regulate the circulation by theforeign exchanges.

" 1879. (Mr. Grote.} Then, is it your opinion that, at the

same time when the Bank of England is contracting its circula-

tion, for the purpose of correcting an unfavourable exchange,
the provincial banks should proceed in the same track, and
contract their circulation also ?

" I think that they should consider the action of the Bank
of England, at that time, with reference to their general rules

of discount. 1 would beg to leave the circulation out of the

question ; I would say that the banks should look to the amount
of their loans and discounts under such circumstances ; and, at

the same time, I would say, that the Bank (of England) should

keep a large reserve, to be determined by their past experience
and observation, for which, to the extent it is held for public
account, they should receive compensation.

" 1880. Then, is it your opinion, that at a period when the

exchanges are unfavourable, and the Bank of England are con-

tracting their circulation, the provincial banks ought to be more
cautious in granting loans and discounts than they were before ?

u
Certainly.

" 1881. (Sir J. R. Reid.) Does your bank act upon that

principle ?
" It does."
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" The examinations, however, of Mr. Kennedy,
manager of the Ayrshire Bank, and of Mr. An-

derson, of the Glasgow Union Banking Company,
went more particularly to the question of the dis-

tinction between capital and currency ;
and their

evidence is calculated to throw great light on this

point.
Mr. Kennedy is asked

" 2092. (Mr. Grote.) You stated that the causes affecting
the quantity of your notes which were out in circulation at any
time, were, in your opinion, independent of the action of the

foreign exchanges?
" I did.
" 2093. But you also stated that at the time when the

foreign exchanges were unfavourable, and when there was a

pressure upon the money market, you thought it imperative, as

a measure of prudence, to realise some of your reserves and to

call in funds from Edinburgh or London ?

"
Yes, that is an accurate representation.

" 2094-. Then do you not think that that act of yours, in

bringing into your country funds realised in Edinburgh or

London is, in point of fact, tantamount to your acquiring for*

yourself a certain portion of the London currency or the Edin-

burgh currency, inasmuch as the local increase of your currency
is not at that moment tantamount to the increase of the aggre-

gate currency of the country ?

" But we do not bring into our country the Edinburgh or

London money. The diminution of our reserves takes place in

this way : parties have payments to make in Edinburgh or

London, or other places, and we draw upon our reserves there

to meet those payments, but we do not bring down gold or

Bank of England notes from the London market in order to

pay them away in our country.
" 2095. Though you may not actually bring down gold or

Bank of England notes, is not the effect of your diminishing
the amount of your reserve in Edinburgh and London, and in-

creasing by that means the advances to certain local borrowers,
tantamount to bringing down so much of the Edinburgh or
London currency into your locality ?

" / cannot see that 1 bring any currency down ; it is merely
a payment made in London, or in Edinburgh, from one party to

another.
" 2096. "Will you describe in what way your reserves are

usually kept ?
" In easy negociable securities, such as exchequer bills and

short-dated bills of exchange, money lying in our bankers'
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hands in London, and in other parties' hands in London, and

money lying in our agents' hands in Edinburgh and Glasgow,
and other places.

" 2097. Suppose you sell so many thousand exchequer bills

either in London or in Edinburgh, of course the proceeds of
those exchequer bills are placed to the credit of your agent,
whether your Edinburgh agent or your London agent ?

" Yes.
" 2098. In that case, when you direct those funds to be paid

out, you do in point offact dispose of an equal amount of
London currency or of Edinburgh currency for the purposes
of your bank ?

" Yes.
" 2099. Then, in point of fact, do you not consider that you

are enabled by means of that portion of the London currency
or the Edinburgh currency, of which you thus acquire the dis-

posal, to obtain a certain increase of the amount of notes in

your own district, and does not that, in point of fact, occasion a
certain diminution in the London or the Edinburgh currency,
which may be set against the increase of your own local issues

at the time ?
" But when I give a draft upon the London agent I do not

in consequence of the increased sum that I have put at his

command give out notes for it. I give a draft upon London,
payable to some party in London ; the money is paid over in

London, so that I do not make an issue upon that.
" 2100. But the quantity of currency which is available to

other parties in London or Edinburgh is diminished by that por-
tion which you draw for your own use ?

" / do not see how it diminishes the quantity of currency in

London : it merely transfers itfrom one party to another.
" 2101. If you were not to employ that portion of the

London currency which you acquire by realising your exche-

quer bills, that portion would be at the disposal of some other

person in London, for the purpose of granting accommodation
to London borrowers ?

" But I do not take it out ofLondon; it is still in the hands

of some party in London.
" 2102. But if by means of that operation you are enabled

to extend your accommodation to your local borrowers, you do
make it serviceable to the wants of your district, and is it not

tantamount, in point of fact, to a transfer of so much capital
from employment in London to employment in Ayrshire? is

not that the general effect of the operation ?
" That may be the effect of it

; but it has no effect in dimi-

nishing the amount of the currency in the London market. I
do not bring out of London any currency ; I merely take the

currency from one party in London, and give it to another.
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" 2103. Do you not bring down from' London to Ayrshire a

certain portion of capital which was before in London ?
" I do not see that.
" 2104. If the effect of this transaction be to enable you to

supply the wants of borrowers in Ayrshire, which otherwise

you could not supply, surely that does amount to a transfer of

so much of your banking capital from London to the country ?

" It is rather more the payment of a debt due by some

parties in Ayrshire to some parties in London."

" Mr. Kennedy is right: the operation is the

mere transfer of a debt. The Ayrshire bank is cre-

ditor of a bank in London to the amount of 1000/.,
and passes its draft on London for that sum

;
the

person or firm that takes and pays for the draft of

the Ayrshire bank has a payment to make to his

correspondent in London. The transactions ba-

lance each other. The ultimate balances, as be-

tween Scotland and England, must be adjusted by
an increase or diminution of the funds possessed
in England by the Scotch banks; and in some

cases, although not frequent, nor to any consider-

able amount, there may be a transmission of Bank
of England notes or coin.

"
Notwithstanding the clearness of this evidence,

the following questions, put by the Committee, as

to the distinction between capital and currency, in

the subsequent examination of Mr. Anderson,

manager of the Glasgow Union Banking Company,
will show the little impression produced by it on
the examiners :

" 2323. ( Chairman.) Do you at all attempt to regulate your
circulation by the state of the foreign exchange ?

" Not the circulation : we regulate our business by the state

of the foreign exchanges, but we consider that the circula-

tion does not require any regulation ; our advances and loans

we regulate, but not the circulation of our notes.
" 2324. Do you conceive that the circulation is sufficiently

regulated by your simply answering the demands of your
customers ?

" I think so.
" 2335. Do you conceive that the consequence of restrain-

VOL. IV. B
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ing your loans and advances is to produce any effect upon the

amount of your circulation ?

" JVb immediate effect upon the amount of our circulation.
" 2336. Does it eventually ?

" The circulation is eventually affected by the langour that

follows a pressure : when wages are low and people are out of

employment, there is less money circulating among them, and
our circulation is diminished, but the immediate effect of a

pressure is not to diminish the circulation.
" 2337. Does then any diminution of the circulation which

takes place arise from a less demand on the part of the public,
and not as the result of any greater caution on the part of the

Bank ?
"
Exactly.

" 2338. (Mr. Grote.} But the effects you have described

imply an increased demand on the part of the public at such

periods of your circulation ?

" It is an increased demand for money*, but not for circu-

lation.
" 2339. When those demands are made, in what manner do

you supply them ? is it not by an increase of your own notes ?

" In most cases an increased demand comes upon us in the

shape of orders upon London, or orders upon Manchester or

Liverpool : the pressure upon us is chiefly from the South, and
extra demand from London, Liverpool, and Manchester we
feel as the first indication of pressure ; it is not from our own
immediate districts.

" 2340. (Chairman?) Do you mean that your customers

have demands upon them, which it is necessaiy for them to dis-

charge in Manchester, London, and other places ?

"
Yes, that is to a considerable extent the case.

" 2341. (Mr. Grote.) In what manner do you enable your
customers to make those payments, which you have to make in

Liverpool, or London, or Manchester ?
"
By giving them orders upon our agents and correspon-

dents in those places.
" 2342. You direct a certain portion of the funds which you

have in London, or Liverpool, or Manchester to be applied to

that purpose?
" We do.
" 2343. Then, in point of fact, you make those advances

not out of your own local currency, but out of a certain portion
of the London currency, upon which you have a demand ?

" No ; I think that does not precisely describe the operation.
It is our capital : it is capital which we have collected in Scot-

* It is quite clear that by money the witness means capital,
as distinguished from circulation.
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land, and placed in London for that purpose : it is not London

currency lent to Scotland, but it is capital belonging to Scot-

land that has been placed in London, and is now applied to the

purposes for which it is wanted.
" 2344. But if you direct payment to be made in London,

this payment must be made by means of the notes of the Bank
of England, which alone circulate in London ?

" Of course.*
" 2348. When' increased demands are made upon you by

your customers in Glasgow, do you not answer those demands

by means of your own local notes, and not by orders upon
London ?

"
Certainly : our circulation from Tuesday to Friday, and

from Friday to Tuesday again, is increased upon this occasion ;

but we do not reckon that circulation, because we know that it

is immediately to return upon us, and that it is an advance, not

of circulation, but of capital ; it becomes at the next exchange-
day an advance of our capital.

" 2349. You feel satisfied that the increase of notes which

you might make at that period would immediately come back

upon you in the exchange, and that you would be required to

pay them by orders on London ?
" Yes ; or by exchequer bills in Edinburgh.
" 2361. Do you not, by means of this increased amount of

4

advances in the extraordinary periods to which the questions
have alluded, add to the means of purchasing goods possessed

by the persons who borrowed from you ?
"
Yes, we do.

" 2362. And is not that practically tantamount to so much
increase of circulation in the local districts in which your loans

take place ?
" / think not of circulation ; I think it is capital ; because

the notes we pay out are not retained for days or weeks to make
the purchases ; they are paid immediately to some other bank,
and come back to us upon the exchange, and they become an
advance of capital by us to the party, to enable him to make
his purchases.f

" 2363. But although ultimately it comes to be an advance

* The question and answer are both wrong. The former
assumes that the payment must be made in Bank of England
notes, and the latter acquiesces in the supposed necessity : they
may be paid, and most commonly are, by set-off at the clearing-
house.

f It is impossible to place in a clearer light the distinction

between capital and currency, as applied to transactions between
dealers and dealers.

H 2
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out of your capital, yet for a certain time it is an advance
made by means of your circulation only, without the aid of your
capital ?

" For two or three days it is.

" 2364. For a certain time, longer or shorter, as the case

may be ?

" It cannot, I think, be longer than till the next exchange-
day with regard to those extra advances.

" 2365. (Mr. Gisborne.) Practically, has it more effect in

giving power of purchasing goods in London, than if you
gave them a draft upon your banker in London ?

" No ; I think not.
" 2366. (Mr. Grote.) But during the period which elapses

between the time of your making the advance originally in

your own notes, and the time when you give the order on

London, in consequence of the notes coming back to you,

during that interval, whether it be long, or whether it be short,

must there not be an increase of the circulation of the country

generally ?

" I think that brings us back to the question which has been
so much discussed here, viz. whether deposits form a part of the

circulation. Those notes which we pay out do not remain out;

they must be paid back either to us or to some other bank, in

the shape of deposits, till they are to be used, and they do not

increase the permanent circulation of the country, unless for a

day or two, scarcely for even a day.
" 2367. (Sir James Graham.) What proportion of the

people of Scotland receiving notes employ bankers ?
" A very large proportion of the people of Scotland employ

bankers ; we have been inquiring into that since we came

together. One of the gentlemen here, who is at the head of a

bank with a large number of country branches, informs me
that the number of creditors of his bank is 20,000. In our case,

I have a return since I came to town, making the number in

our bank 15,770 ; and one of the gentlemen who is here, and
who is at the head of a bank without branches, says that he

has 7000 people holding his obligations.
"2368. (Mr. Grote.) Deposit accounts ?

" Yes ; deposit accounts, or current accounts bearing in-

terest.
" 2369. (Sir James Graham.) Inasmuch as every payment

into a bank, whether in the shape of a deposit, or to the credit

of a current account, bears interest day by day, and inasmuch
as no commission is charged upon operations on an account,
and inasmuch as a great proportion of the people receiving

money in Scotland employ bankers, does it not follow that

every payment made in local notes finds its way almost imme-

diately within the space of twenty-four hours into the hands of

some banker ?
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" I think it does.
" 2370. (Mr, Grote.) Would not the consequence of that

proposition be, if followed out, that there should be no notes
whatever in the hands of the public, but that all the notes

issued by each bank should be in fact in the hands of other
banks ?

" That is the effect. There are three millions of notes out,
which is a very small amount

; people must have a certain

amount of money in their pockets and boxes at home, and shop-
keepers must keep a certain amount of money in their tills, the

daily receipts of their business ; and manufacturers must keep
notes to pay people's wages, and so on ; but that altogether
forms but a small proportion compared to the circulation of

England. Our three millions in Scotland amount to about
11. per head of the whole population; in England, although
you have a gold circulation for every thing below 51., your
paper circulation amounts to 21. a head. I am taking about
fifteen millions for the population, and thirty millions for the

currency."

" The distinction between currency and capital,
which is so clearly shown by these remarkably
intelligent witnesses, is not a mere matter of classi-

fication or of verbal criticism. The confounding
of one with the other is a prolific source of fallacy
in reasoning, and of error in practical application,
in questions relating to the management or regula-
tion of banks.

" Of this a striking instance was exhibited in

the reasons adduced by the advocates of the cur-

rency theory, in justification of the advances made

by the Bank of England in 1835, against the depo-
sits on the West India loan. The justification

proceeded on the ground that, but for those ad-

vances the currency would have been unduly con-

tracted. What the notion could be of undue con-

traction of the currency, that is, of an inconvenient

want of bank notes in the hands of the public or

of the bankers, as long as any amount might be

obtained by discount at 4 per cent., passes all

reasonable comprehension. The truth is, that it

was wholly a question of disposable capital ;
and

was it possible to imagine that there could be any
B 3
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danger of an insufficiency of it, at a time when the

disposal of it was so recklessly going forward in

credits to America ? While as regards the circula-

tion or currency, there is every reason to believe,
on a view of the state of things at that time, that

the amount would have been neither more nor less

than it was, whether the advances had been made
or withheld." Inquiry into the Currency Principle,

pp. 34-54.
If the questions which elicited these answers of

the country bankers be examined, it will be observed

that the only members who appeared to apprehend
the point ofview suggested by this evidence, although

they did not follow it out to its consequences, were
Sir James Graham and Sir Thomas Fremantle.

On the other members who took part in the ex-

aminations, the evidence seems to have made no

impression whatever.
Sir Robert Peel, it appears, from an indifferent

question or two that he asked, was present at these

examinations. Whether he- saw the comments

upon them in my tract, which was published some
weeks before the announcement of his measure, may
be doubted. It is highly probable that under the

overwhelming pressure of public business, he had
not time, among the thousand-and-one pamphlets
that solicited his attention, to notice mine

; or, if he
chanced to look at it, he may have been so prepos-
sessed with his own views, founded on the doctrine

of the currency theory, as not to consider my
suggestion of the distinction in question, worthy of

being attended to, and still less of being followed

out to its practical bearing upon the measure
which he had then in contemplation. To have
admitted it would have unsettled the bundle of

opinions* he had already made up, and in pur-

* I remember hearing of a gentleman who was so tenacious

of his opinions, when once formed, that he would not entertain
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suance of which he had probably concocted his

scheme, and already determined to carry it out.

The following passage of his speech exhibits in a

striking point of view, how completely his mind
was made up to acquiesce in the doctrine of the

currency principle as an axiom, an ultimate truth
;

and how, consequently, it had become inaccessible

to any idea that could call into doubt or question
the infallibility of that truth :

" I also attempted to show," he said,
" from the admission of

the representatives of issuing banks, that their practice was at

variance with the principle which ought to regulate a paper
currency ; that there was no reference to the exchanges ; that

as it was once said by a private banker,
' there is no more

regard to the exchange than to the snow on the mountains.'
"

He nowhere, however, attempts to prove the

truth of the principle, according to which he as-

sumed that they could, and that they ought, so to

regulate their issues.

If there had been the smallest opening in his mind
for the admission of an idea militating with the

principle that the circulation ought to be regulated

by the foreign exchanges, and that the country
bank system was vicious because its issues were not

so regulated, he could hardly have failed of per-

ceiving, and drawing the fair inference from, the

fact, that while the bankers, one and all, declared

their inability so to regulate their issues, meaning
their note circulation*, they took into consideration,

or listen to any question or doubt that was calculated in any
way to disturb them. When pressed, his answer used to be,

that his opinions were like well-bound bundles of fagots ; you
could not take one out, nor put a fresh one in, without disturb-

ing the rest, and loosening the whole bundle ; and this would

put him to the trouble, which he had no wish to encounter, of

binding up his bundle afresh.
* Mr. Goulburn, who was Chancellor of the Exchequer

when the measure of 1844 was under discussion, and might be
R 4
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in the regulation of their advances (being the only

part of their business which they could control),

the state of the money market in London, and

the position of the Bank of England ;
this being,

in substance, equivalent to a regulation by the

exchanges. What more could be expected ?

what more could be desired of them ? The em-

ployment of their capital and credit they did so

regulate ;
and that only was within their power.

Over the amount of notes which their advances or

discounts would call forth they had no power, and

still less could they limit or enlarge the amount

which their depositors would require.
*

supposed, from having been one of the Committee on Banks
of Issue in 1840-1, to have obtained some insight into the nature

of the country note circulation from the explanation given by
the bankers of the circumstances that determined their issues,

thus stated his view of it in the debate of the 13th of June :

" The country bankers said that they generally regulated
their issues by a consideration of prices in their respective

neighbourhoods ; that when prices were high theyput out their

issues, and when they were low they contracted them."
* The following passage, from a very able article in the

Quarterly Review for June last, will serve to show how very
different is the country circulation from the currency notion

of it :

" The distribution of the greatest masses of the provincial

circulation, so far from being coincident with the districts of

greatest population, greatest trade, and greatest activity and

enterprise, is in point of fact coincident with the districts

where population and trade are alike of the most stationary
character. Thus, the gross local circulation of Yorkshire is

not more than 1,500,OOOZ., and of this sum only one third finds

employment in the manufacturing and mining districts, while

two thirds are distributed among an agricultural population

very nearly one-half less in numerical strength, and occupying
a still lower comparative position with reference to all the

elements of commercial activity and importance.
" The largeness of the circulation of the agricultural banks

is every way as remarkable. So constant is this phenomenon,
that in running the eye over the Gazette returns, published
under the Act of 1844, whenever a sum extraordinary from its

magnitude attracts attention, it will be found, with very rare
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If a glimpse of this light had broken in upon
Sir Robert Peel he would have seen that, in his

parade of machinery to limit the amount of the

note circulation of the country banks, he was deal-

ing with a very small part of their business*
;
the

whole effect of his troublesome machinery being,
not to prevent the enlargement of the entire amount
of the circulating medium of the country districts

under certain circumstances, when, according to

the theory, it ought to be contracted, but to sub-

exceptions (and those admitting of explanation), to belong to a

rural locality. The maximum circulation for example of the

oldest of the Boston banks is 75,000/., that of the oldest of the

Birmingham banks is 23,000/. ; the circulation of the Yar-
mouth bank is 53,000/., that of the bank at Hull is 29,000/.,
and the Bank at Saffron Walden has an issue very nearly
as large as the oldest of the banks at Leeds the Saffron

Walden figures being 47,000/., and those of the bank at Leeds

53,000^.
"

t
lt may perhaps be said that this line of argument does not

meet the real question that it does not prove that banks of

issue have not the power of emitting their notes ad libitum, but

simply that the emission is larger in the regions of agriculture
than in those of trade. But in truth that is the very point.

According to the currency school, the amount of issue is regu-
lated by the intensity of the demand for pecuniary accommo-
dation on the one hand, and by the inclination to meet it on the

other. But it will hardly be maintained that the bankers of

Boston are exposed to solicitations more urgent than the bankers
of Leeds, or that the atmosphere of competition is more intense

in a country town of Lincolnshire or Norfolk, than in the

busiest marts of the West Riding or of Warwickshire."

(Quarterly Review, July 1847, p. 240.)
* As one among other instances of the small proportion

which the note circulation of country banks bears to their lia-

bilities, it may be worth while here to notice the recent case of
the North and South Wales Bank, which suspended its pay-
ments in October last. It appears by the statement laid before
the creditors, that the total liabilities of the bank amounted to

491,073/. Of this amount the notes in circulation were only
35,7 10/. The deposits amounted to 326,798/., and other liabili-

ties made up the larger sum. The assets were shown to amount
to 643,741/. ; and it was arranged that the bank should be re-

opened witli additional capital.
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stitute Bank of England notes or coin for the coun-

try bankers' notes. This may be considered an

advantage by that numerous class of persons who
have a horror of the country circulation from what

they have heard, and what they repeat by rote, of

the excessive issues of the country banks : mis-

using, as they do, in this and in other instances, the

term issues, so as to mean by it sometimes the mere
note circulation, and at other times, the advances

made by way of loans or discounts, whether these

be attended with the passing of any notes or not.

The same want of perception of the distinction

between currency and capital which led Sir R.

Peel to attach such importance to the note circu-

lation, as that part of the liabilities of the country
banks which exclusively demanded legislative regu-

lation, seems to have led him, in adherence to the

currency principle, to consider the note circulation

as that part of the liabilities of the Bank of

England which required to be controlled in amount

by the variations in the amount of its treasure :

thus proving himself to be totally unaware that it

was in the banking department, involving the re-

ceipt and distribution of capital, that lay the source

of any inconvenience or danger arising from any
want of prudence in the management; while the

amount of the note circulation was not and could

not be under the direct control or regulation of

the directors, but depended upon the wants and
convenience of the public.

It is impossible in my opinion to exhibit in a

more striking manner the great error which per-
vaded Sir Robert Peel's views on this point, than by
the following passage in his speech of the 6th of

May, 1844.
" We think that the privilege of issue is one

which may fairly and justly be controlled by the

state, and that the banking business, as distinguished
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from issue, is a matter in respect of which there can-

not be too unlimited and unrestricted a competition"
Now I venture to affirm that this is exactly the

reverse of the conclusion which can alone be legiti-

mately derived from a correct view of the nature

of the separate functions of, and of the distinction

between, currency and capital. To the extent to

which regulation is desirable or admissible, it is,

fact, much more required to avert the dangers of

excessive competition of banking than of issue.

But it seems that the great, the redeeming quality,
whatever other objections there might be to the

scheme, as regarding both the country banks and
the Bank of England, was held out to be the se-

curing by it of the convertibility of the paper, and

consequently the maintenance of the metallic

standard.

The question of convertibility of Bank of Eng-
land notes I propose to examine when the opera-
tion of the act of 1844 comes under consideration.

In the ensuing section the discussion will be

confined to a comparison of our country banks
with the banks of the United States.

SECTION 11. On the alleged Insufficiency of Con-

vertibility to prevent excessive Issues ofBank Notes,
as asserted to be proved by the History of the Ame-
rican Banks.

I have never yet met with a more lax use of

terms, nor, consequently, greater confusion of ideas,
than is to be found in the opinion of Sir Robert
Peel (loudly echoed by his followers in the de-

bates on the measure of 1844), that convertibility,
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while subject to competition in the issue of bank

notes, was no security for the maintenance of the

standard of 1819. After declaiming upon the enor-

mity of the country bank system, which did not
admit of its note circulation being regulated by the

foreign exchanges, he goes on to say,

" Thus it appears to me that the conclusions of reason against
unlimited competition of issue are amply confirmed by the ad-

missions of the advocates for it. Are the lessons of experience
at variance with the conclusions we are entitled 'to draw from
reason and from evidence ? What has been the result of un-
limited competition in the United States ? In the United
States the paper circulation was supplied, not by private bankers,
but by joint stock banks established on principles apparently
the most satisfactory. There was every precaution taken against

insolvency; Mwlimited* responsibility of partners excellent

regulations for the publication and audit of accounts, immediate

convertibility into gold. If the principles of unlimited compe-
tition, controlled by such checks, be safe, why has it utterly
failed in the United States ? How can it be shown that the

experiment was notfairly made in that country ?
"

Strange as it may seem, yet such is the fact, that

a similar reference to the example of the banks of

the United States, in proof that convertibility of

bank notes is no safeguard for the standard, was
made by each of the -prominent supporters of Sir

Robert Peel's measure in the debate of the 20th of

May. Thus Sir C. Wood :

" We are not without experience as to the value even of con-

vertibility as a safeguard for the preservation of the standard."
" In America the convertibility of bank notes is a funda-

mental article of the constitution ; provisions more stringent
than in this country are enacted to enforce it in practice ; every

precaution is taken to render the banks safe and sound. They

* This may be a misprint, but it is repeated in the speech of
the 20th of May 1844, as published by Mr. Murray. There is

no doubt, I believe, that the liability of the banks in the United
States is in all, or nearly all, cases limited.
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are all joint stock banks, with limited* liability and restrictions

on issues, paid up capital, and whatever other precaution can
be devised for this purpose. What has been the result ?

"

Then follows the quotation of a statement of

the number of banks, their capital and circulation,
furnished by Sir W. Clay, with the remark :

"In May of that year cash payments were suspended

throughout every state of the Union."

"
And," Sir Charles Wood adds,

" There was an end of course of any maintenance of the

standard of value."

Sir William Clay made the same allusions to the

instance of the banks of the United States, as prov-

ing the insufficiency of the principle of convertibi-

lity to maintain the standard.

But perhaps of all the changes thus rung upon
the convertibility of bank notes in America, as

proving that in England it was no safeguard for

the standard, the most curious specimen is in the

speech of Mr. Goulburn on that occasion.

"Was there not then in the United States," he asked,
" a paper

that was perfectly convertible ? Was there not then a precise

regulation that every note should be payable on demand in coin ?

Still, in consequence of competition, there was an excess of issues;
and this, though there was a perfect publicity as to accounts, a

rigid inspection by the government, and a rigorous control; and

yet from the competition of issues they reduced the country to

that state, that, as the honourable gentleman himself had said,

they overlooked morality, and suspended cash payments. There
was no want then of a convertibility of paper enforced
by law ; but the competition of issues defied all law, and
made every man in the community anxious to increase the cir-

* Here limited liability is included among the precautions
calculated to render the banks safe and sound. And so far Sir

C. Wood seems to agree with Sir W. Clay, who has strongly
and perseveringly urged that the principle of limited responsi-

bility should be extended to our banking system generally.
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culation in order that he might be able to promote his own wild

speculations."

Before remarking upon these strange attempts
of the several speakers to support and illustrate

their position, that the convertibility of bank

notes, as it was restored and is established in this

country by the act of 1819, and has ever since

been faithfully complied with, is no security for the

maintenance of the standard, by a reference to the

state of banking in the United States of America,
I have to call the attention of my readers to the

description given by Mr. MCulloch and Mr. Ful-
larton of American banking.

In the edition of 1844 of his great work, the
" Commercial Dictionary," in the article on " Banks

(foreign)," Mr. MCulloch has the following very
emphatic passages :

"Had a committee of clever men been selected to devise

means by which the public might be tempted to engage in all

manner of absurd projects, and be most easily duped and

swindled, we do not know that they eould have hit upon any
thing half so likely to effect their object as the existing Ameri-
can banking system. It has no one redeeming quality about it,

but is from beginning to end a compound of quackery and im-

posture. Our own banking system is bad enough certainly ;

but is as superior to the American as can well be imagined. A
radical reform of the latter, or if that cannot be effected, its

entire suppression, would be the greatest boon that can be con-

ferred on the Union, and would be no small advantage to every
nation with which the Americans have any intercourse."

(p. 113.)

With reference to the " excellent regulations"
for the prevention of abuses and irregularity of

which Sir Robert Peel, and his supporters in the

debate, spoke in terms of such high approval, Mr.

Mc

Culloch has the following decisive statement :

" But our readers need hardly be told that these elaborately
contrived regulations are really good for nothing, unless it be

to afford an easy mode of cheating and defrauding the public.
Instances have occurred of banks having borrowed an amount
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of dollars equal to half their capital for a single day, and of

such dollars having been examined by the inspectors appointed
for that purpose, and reported by them, and sworn by a ma-

jority of the directors to be the first instalment paid by the

stockholders of the bank, and intended to remain in it.

( Gouge's Paper Money and Banking in the United States.)
We do not of course imagine that such disgraceful instances

can be of common occurrence ; but what is to be thought of a

system which permits a company for the issue of paper money
founded upon such an abominable fraud to enter on business

with a sort of public attestation of its respectability ? The

publicity, too, to which the American banks are subject, is in-

jurious rather than otherwise. Those who are so disposed may
easily manufacture such returns as they think most suitable to

their views, and the more respectable banks endeavour for a
month or two previous to the period when they have to make
their returns, to increase the amount of bullion in their coffers

by temporary loans and all manner of devices. The whole

system is in fact bottomed on the most vicious principles. But
it is unnecessary, after what has recently occurred, to insist

further upon the gross and glaring defects of American bank-

ing." (p. 114).

The passage from Mr. Fullarton is as follows:

" Another topic which has also been much alluded to in the

course of these discussions has been the disastrous results of the

banking system of the United States of America ; and no topic

certainly could well be more unfortunate for the argument of

those who desire to substitute a more diffused use of the pre-
cious metals in the circulation of this country in the place of

the now existing system, which tends to the concentration of the

reserves of gold in the hands of a single presiding body. I take it

in the first place to be altogether a gratuitous assumption, that the

banks of the United States contributed to the commercial dis-

asters of that country chiefly by the excesses of their circula-

tion, instead of the more obvious and undeniable agency of their

unlimited facilities of credit. But no person, who has given
any attention to the evidence respecting the state of the

American paper circulation, will venture to affirm, that, even

previous to the universal and spontaneous suspension of cash

payments in May 1837, that circulation was really and practi-

cally convertible. The system wanted, in the first place, two
of the indispensable conditions of perfect convertibility, namely,
a single and properly regulated national metallic standard, and,

secondly, a limited subsidiary currency of small money issued

by authority. In the United States, they possess in fact no
metallic standard whatever, or at least they possessed none pre-
vious to their large recent coinages of gold. Almost every
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coin under heaven is a legal tender there, at a certain rate

fixed by tariff; and, not very long ago, the quantity of foreign

gold in circulation there was supposed to be as nine to one in

proportion to the circulation of their own eagles. The effect

was, that the bankers, when required to cash their notes, paid
them in the coin which, for the time, was cheapest ; and parties

requiring a supply of Spanish dollars, the very money in which

they keep their accounts, for transmission to India or China,
could not procure them from the banks, but had to buy them in

the market at a premium seldom under 1 or 2 per cent., and
which has been known to rise even to 7g per cent. But, in

fact, the banks of that country were, in a manner, virtually

protected from demands for coin by the peculiar habits and
ideas of the people. It was a point, we are told, so universally

understood, that bankers ought not to be called upon for any
payments in cash, which might have a tendency to cramp or

limit their usual accommodations to the public, or might have

any object beyond the mere convenience of fractional payments,
that, however much a man might be in want of a sum in specie
for exportation, he would be deterred from applying to a bank
for the supply, from the fear of becoming a marked man in

society. Then the wide-spread practice of issuing dollar notes,

half-dollar notes, and even quarter-dollar notes, introduced

another element of depreciation, somewhat similar to that which
existed in Ireland in 1804, and which must have been still more

pernicious in a thinly peopled country like America, where
those small notes would so frequently be liable to be cut off

altogether by distance from the places of their origin. To
crown the whole, for some time previous to the last suspen-
sion of cash payments in America, the banks there had fallen

into the habit of advancing to the merchants in post-notes at

four, six, and eight months' date ; thus adding to the small-note

abuses of the Irish, the evils of the optional-note system of the

old Scotch bankers." (Regulation of Currencies, pp. 184-6.)

Loose and ambiguous as is the language, and
confused as is the reasoning which marks the whole
of the speeches from which the passages I am now

commenting upon have been taken, there is no

part of them to me more inexplicable than their

confident allusion to the American banks. What

possible meaning can the persons so using the

word convertibility attach to it ? By convertibility
of the paper, according to the ordinary signification
of the term, when applied to bank notes in this

country, is meant that the holder of a promissory
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note, payable on demand, (and equally indeed
of a bill of exchange, or any other written obli-

gation, when due,) may require payment in

coin* of a certain weight and fineness; and in

the event of refusal or demur, such payment is

enforced by law against the issuer to the utmost
extent of his property. The issuer, whether a pri-
vate or joint stock banker, is considered to have

failed, the circulation of his notes is at an end, and
he is subject to the process usual in cases of insol-

vency ;
while any thing like fraud on the part of

the banker is visited with severe penalties.
In this country, too, the strict regularity of the

periodical exchange and liquidation of notes among
all the issuing banks, whether private or joint

stock, is well known. These exchanges take place
once a week, at least, and in all the larger towns
as often as twice or three times in the week. This

regulation (which is not nominal, but rigidly acted

upon) is most important, insuring a constant reflux,
and thus operating- as a limitation of the amount
of outstanding notes.|

Moreover, the banks in America are under
limited responsibility ;

while in this country, with
the exception of the Bank of England, the Bank

* The legal tender clause, allowing Bank of England notes

to serve as payment instead of coin, does not essentially affect

the argument.

f It is a fact of much importance to the present argument
that there was no regular system of note exchanges among the

American banks. They were in the habit of retaining each
others nptes, and deferring indefinitely the period of settlement,

by a payment of the balance in cash. It is from this cause
that in all American banking statistics the columns of " Notes
of other Banks," and " Claims on other solvent Banks," assume
so imposing an appearance. For example ; to select a case

more than usually favourable to the system, the official Report
of the Bank Commissioners for the State of New York for

1834, represents that among 76 banks, within their jurisdiction,
this description of credits alone amounted to a seventh part, or

15 per cent, of the entire assets of the whole 76 establishments.

VOL. IV. S
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of Ireland, and one or two of the chartered banks
in Scotland, the issuing bankers are liable to the

whole extent of their property. And while, in

the United States, notes of as low a denomina-

tion as a dollar, and, in some instances, down to

quarter dollar, that is, from four shilling down to

one shilling notes were in circulation, the lowest

denomination allowed to circulate in England and
Wales is five pounds.

Now, I would ask, wherein is the similarity, as

to any one of these particulars, between the con-

vertibility of bank notes in this country, and the as-

serted convertibility in America ? Could the holder

of a bank note in the United States, at the period
alluded to, reckon on receiving payment in a well-

defined standard, or could he reckon on receiving

any payment at all, on demand, from banks pro-

fessing to be solvent, excepting in their own depre-
ciated notes, the circulation being, as it was, main-
tained in some parts of the Union, only by the

notes of the failing banks passing from hand to

hand at a discount?

In each of the speeches I have quoted, great stress

is laid on the legal precautions and regulations

adopted in America to preserve convertibility ;
but

if, as is notoriously the fact, these regulations and

precautions are, from the habits of the people, and
the imperfect administration of the law, set at

nought in practice, is there any resemblance to that

The figures will be found at length in the New York Almanack
for 1835, at p. 212. With the aid of so many devices for securing
the immunities of an inconvertible issue under the guise of

convertibility on demand, it can excite little surprise that in

seven years the number of banks in the Union was increased

very nearly threefold*, and that in the end they were over-

taken by almost universal bankruptcy.

* In 1830, the number of banks was 330 ; in 1837, it was
829.
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state of things in this country ? As Mr. Goul-

burn, with great naivete, expresses it,
" There was

no want of convertibility enforced by law, but the

competition of issuers defied all law." This, indeed,
is at the bottom of the whole of it. The law was
ineffectual against the habits of the community.

I must confess myself amazed, when I reflect

that persons of so much intelligence, and possessed
of such attainments and reasoning powers as those

whose speeches I have quoted, could bring them-
selves to adduce the banking sytem of the United
States as affording cases in point, illustrative of, or

by any possible similarity applicable to, the state of

banking in this country. Such exemplifications as

these are really monstrous an outrage upon all

that I have ever understood as recognized rules of

reasoning from analogy.
It is just possible that, in the speeches I have

quoted,
"
convertibility

"
may be confounded with

"
solvency." But here again is a difficulty. We have

recently, under the existing law, had failures of

issuing banks
;
but can it be said that such failures

could, even if there had been more of them, be con-

sidered as proofs that convertibility is not a safe-

guard for the standard ?

Upon the confusion between convertibility and

solvency, as also upon the convertibility of Bank of

England notes, I have already remarked.

SECTION 12. Summary of the Argument against
the Theory of the Measure 0/1844.

I have now to bring to a conclusion my exami-

nation of the arguments adduced by Sir Robert

Peel, and his immediate followers, in support of
3 2
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the principle of so much of the measure of 1844
as provides for the limitation and regulation of that

part of the business of banking which consists in

the issues of promissory notes payable to bearer on
demand.

In the course of my examination of Sir Robert
Peel's exposition, I have endeavoured to show

1. That the definition of money contended for

is not sanctioned by any admitted authority, nor

justified by any legitimate process of reasoning.
2. That bank notes, convertible as they are in

this country, and forming a part of its paper credit,

are confounded with government paper money.
3. That, as a consequence of that confusion, the

amount of the note circulation is assumed to be

variable at the will of the issuers, this being con-

trolled only by the necessity of conversion through
the operation of an adverse exchange.

4. That, as a further consequence, the amount of

bank notes, in our mixed currency of paper and

coin, is erroneously supposed to have an influence

on prices different from that which would occur with
a purely metallic currency.

5. That the properties and the operation of a

purely metallic currency are wholly mistaken in

the exposition of the theory of the Currency prin-

ciple.
6. That the distinction so important in reason-

ing, and in practical application, between currency
and capital has been wholly overlooked in that

theory.
And, finally, that the theory so sought to be

explained and established, as forming the grounds
for the measure of 1844, is, in every point of view,

erroneous, proceeding, as it does, on an ambiguous
use of language, on unfounded assumptions of prin-

ciples and facts, and on false analogies.
If any of my readers should be desirous of seeing

a more complete exposure of the defectiveness of
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Sir Robert Peel's chain of arguments in support of

his theory than is to be found in my examination
of it, I would refer them to Mr. J. Wilson's work
which I have before quoted ;

and at pages 49 to 95

they will find an elaborate, exhaustive, and admi-

rably lucid argument in refutation of the assump-
tions which Sir Robert Peel advances in the sup-

port of the theory, according to which he considers

that the paper circulationjof this country should be

regulated. The examination by Mr. Wilson of the

assumptions on which Sir Robert Peel has proceeded
is thus introduced :

" These principles, and the course pursued by Sir Robert

Peel, necessarily involve the following

" FIVE ASSUMPTIONS.

"
First, That bank notes, though payable in coin, at the

option of the holder, are still liable to be issued in excess, and
are consequently subject to depreciation.

"
Second, That convertibility is not alone a sufficient gua-

rantee that a mixed currency of bank notes and coin shall con-

form, in its variations, to the same laws that would regulate a

purely metallic currency.
" Third. That issuers of bank notes have power to increase

or decrease the circulation at pleasure.
"
Fourth, That, by an expansion or contraction of the issues

of bank notes at pleasure, the prices of commodities can be in-

creased or diminished ; and,
"
Fifth, That, by such increase or diminution of prices, the

foreign exchanges will be cori-ected, and an undue influx or

efflux of bullion, as the case may be, will be arrested.
'

" We think it will be admitted that these five propositions

fairly represent the principles involved in Sir Robert Peel's

measure, and maintained by those who advocate and support it.

In the face of such an array of personal weight and authority,

including the most expert and practised politicians of all

parties, and men the most accomplished in economical science,
it has not been without the most careful and diligent process of

investigation and reflection that we have arrived at a conclu-

sion that these propositions, which at first sight startle any
thinking mind, as involving principles contradictory to those

generally received as regulating ordinary mercantile pursuits,
are not only not true and supportable by fact, but are, in every
instance, nearly the reverse of truth"

8 3
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I cannot easily imagine that any person (not a

professed adherent of the currency theory, whose
bundle of opinions is made up, for of such there is

no hope,) can rise from a careful perusal of Mr.
Wilson's searching examination of these five as-

sumptions without coming to the conclusion that

the vaunted principles of the measure are entirely
destitute of any foundation infact or reasoning.

SECTION 13. On the former , Monetary Crises,
asserted by Sir Robert Peel to prove the danger of
over-issue of Convertible Notes.

Having concluded the examination of the theory
on which Sir Robert Peel founded his measure,
we have now to examine his statement of the

reasons by which he was induced to put aside the

entire system of banking, according to which the

note circulation had been administered prior to

1844.

Towards the conclusion of his speech of 20th

May, 1844, after assuming that he had made good
all the links of his argument, he appeals to the

experience of the twenty years preceding, as prov-

ing the necessity of interference by the legislature
to restrict the amount of the Bank note circulation.

" Let us," he says,
" review the several periods recurring

within the last twenty years, when there has been a derange-
ment in the monetary affairs of the country, when, in order

to maintain the convertibility into gold, there has been the ne-

cessity for a sudden contraction of issues. There have been, I

think, four such periods, in 1825, in 1832, in 1835-36, and
in 1838-39. Now we all adhere, or profess to adhere, to the

principles of a metallic standard, and convertibility of paper on.

demand ; but it is said we have not sufficient grounds for inter-

ference with the existing system. Why, what warnings have we
had during the last twenty years ? (Hear, hear.) What we say is,

that there have been in this country four great monetary crises.
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These crises took place in the years 1825, 1832, 1837, and 1839.

In each it is proved* that there was an over-issue of country

bank-paper ; thus establishing the principle for which I am con-

tending. But, says an honourable member,
' the Bank of Eng-

land will have the power of saving itself.' The Bank may
support the convertibility of its own notes, but at a great sacri-

fice. This is a result which I am anxious to avoid."

He then proceeds to notice the excessive issues

in three of those years; in the two last, however, of

which only are the actual issues known.
The question of the alleged excess of country

issues has already been disposed of.

My purpose in referring to this passage of Sir

Robert Peel's speech is, to show how loose is the

statement of facts in this as in other instances

which he has brought forward in support of his

arguments. He here includes 1832, as one of the

four periods when there has been a derangement in

the monetary affairs of the country. This might
at first be supposed to be a casual error; and,

being an important one, he might be expected to

have discovered and corrected it in a subsequent

speech. So far from this, however, he repeats,
with full emphasis, in his speech on the 13th of

June, 1844, the same statement, including the year
1832.

I shall have something to say on each of the

other three periods; but just IIOAV I confine myself
to the year 1832. As regards that year, then, it

so happens, and proof in abundance may be ad-

duced of the fact, that there was not the slight-
est approach to any thing like what, by the utmost
licence of exaggeration (so strongly marking the
whole of the statements in the speeches of

Sir Robert Peel on this occasion), can be called

* There is no authentic proof of the amount of the country
issues in 1825 nothing but conjectural estimates. And as to

1832, there ia no statement, that I have seen, conjectural or
otherwise.

s 4
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monetary derangement. Nor had there been any
during the two preceding years in which the drain

referred to was taking place. The early part of

the drain was coincident with, if not in some
measure caused by, the French and Belgian revo-

lutions. Our political affairs, both foreign and

internal, were in a very disturbed state
;
the funds

had fallen very considerably ;
and there were also

large importations of foreign corn. But notwith-

standing this combination of untoward circum-

stances, there was no disturbance whatever of

banking or mercantile credit. There was not the

slightest derangement of monetary affairs not the

vestige of a commercial crisis. The statement of

Sir Robert Peel therefore, including the year 1832
as one of those marked by monetary crisis, is in

every sense of the word incorrect, or as nearly as

possible the reverse of the actual state of facts.

Much, however, as this instance of incorrect-

ness is calculated to damage his statement, I

should not dwell further upon it, were it not that

the circumstances of 1832 seem to form the cheval

de bataille of the currency theory. Mr. Loyd,
both in his evidence in 1840 (Ques. 2712 and

2713,) and in his writings, (and if I recollect

rightly, Mr. Norman likewise,) has instanced the

drain ending in the year 1832 as one in which

by early and steady contraction of the circulation on
the part of the Bank a crisis was actually averted.

In his latest publication*, soon after the bill of

1844 had passed, Mr. Loyd observes upon the fact

that in the case of the drain ending in 1832,
" a

decrease of bullion had been accompanied by a de-

crease of circulation corresponding steadily with the

bullion in its progress" But the simple facts so

stated would not have made much for the currency

theory, because they amounted only to coincidence,
*

Thoughts on the Separation of the Departments of the

Bank of England. 1844.
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without necessarily or obviously leading to an in-

ference of the relation of cause and effect. In
order therefore to make the case subservient to the

theory, Mr. Loyd proceeds to observe

"
Enough has been stated to establish this very remarkable

fact
" That in three out of the four occasions on which the bul-

lion has sustained a very heavy drain since the resumption of

cash payments in 1819, the paper circulation has been increased

rather than diminished ; and these have all terminated in severe

pressure upon credit and trade; viz. in 1825, 1837, 1839, whilst

in the remaining case the drain was met from the commence-
ment by a corresponding decrease of paper circulation, and this

passed off without discredit or distrust of any kind"

The words in italics are so in the original, with

the exception of the word met, which I have so

marked. In Mr. Loyd's evidence, the expression

is, "the fourth drain, namely, that from 1830 to

1832, was met by a contraction on the part of the

Bank of England." Of this the meaning clearly

is, that the Bank took measures designedly (for if

it did not mean this, it could not mean any thing
to the purpose) out of the ordinary course of its

routine, to contract, or, as the word implies, forcibly
reduce its circulation. This it could only do by
restricting accommodation in the way of loans and

discounts, or by forced sales of securities. It is quite

clear, however, by Mr. Palmer's evidence in 1840,
that the Bank did neither, was perfectly passive.
And yet in 1844, Mr. Loyd recurs to the same illus-

tration. And what is perhaps still more extra-

ordinary, Sir Charles Wood, in his speech of the

20th May, 1844, after quoting Mr. Loyd's evidence

as to the drain of 1832 having been "met" by a

contraction of the circulation, adds,
" I really do not

see how proof in a matter of this kind can be

pressed further." And this, after having heard,
and of course having occasion, as Chairman of the

Committee on Banks of Issue in 1840, to weigh,
Mr. Palmer's evidence !
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The inconsistency of the impression intended to

be conveyed by Mr. Loyd's statement with the

facts of the case is placed in a striking point of

view by Mr. Fullarton :

" I do not find in the publication of a second edition of Mr.

Loyd's
'

Thoughts on the Separation of the Bank of England
into two departments

'

any addition of importance to his former

arguments. I am glad, however, to take the opportunity of

adverting to one of Mr. Loyd's statements, which, from the ma-
nifest contradiction between its premises and its conclusions, I

had always looked upon as carrying with it its own refutation,

but which, from the favourable manner in which it has been
noticed within these few days by an eminent and influential

journal, would seem to be, neverthelees, calculated to produce
some impression on the public mind. Mr. Loyd has thought fit,

both in his pamphlet and in his evidence before the Committee
of 1840, to contrast the history of the drain of bullion which
the Bank sustained between May 1830 and May 1832, and the

drains of 1825, 1833-7, and 1838-9, and to ascribe the facility
with which the first-mentioned drain was brought to a termina-

tion, without any commercial distress or discredit, to its having
been ' met ' on that occasion by a contraction of the Bank's cir-

culation ; whereas, in the other three cases, he says
' the paper

circulation was rather increased than diminished.' Now it

cannot, I presume, be unknown to Mr Loyd, that the drains of

1825, 1833-7, and 1838-9, were drains originating in commer-
cial causes, whereas the demand for gold in 1830-2 was a de-

mand from panic. It commenced in 1830 from abroad, in con-

sequence of the political convulsions and worse forebodings on

the Continent inducing merchants to countermand their orders

and give money a preference to goods ; and this was followed

by an internal demand, originating in a like political discredit

in this country, the result of the agitation produced by the Ke-
form Bill, and which did not reach its acme till the spring of

1832, after the foreign exchange had not only been completely
restored, but gold was flowing back again in large quantities.
This drain was unpreceded and unaccompanied by any com-
mercial excitement, by any speculation or rise of prices. On
the contrary, the unexampled dulness of trade and stagnation
of industry were the universal theme of complaint among mer-

chants. The gold was withdrawn from the Bank, not to be

launched out in foreign purchases, but to be locked up or

buried in the earth. If no over-trading, then, nor undue aug-
mentation of prices existed, how was it to be expected that

there should have been any general embarrassment or distress

from their recoil ? If, by saying that this drain was ' met by
a contraction of the currency,' it be meant to imply that the
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Bank, on the occasion in question, adopted any positive mea-
sure of resistance at variance with its practice in the other

three cases on which Mr. Loyd animadverts, the assertion is

wholly unwarranted. The Bank was entirely passive on the

occasion ; and, if it did not re-issue all the notes which were
sent in for gold, it was simply because the public did not call

for them, because the very same circumstances, which at this

time had been spreading distrust of all existing institutions, and
inclined men to convert their property into specie, had also

been paralysing trade, and restricting the frequency of trans-

actions requiring the aid of specie. The Bank continued,

throughout the whole crisis, to discount as freely as usual all the

good bills which were brought to it for discount ; and we have
the express assurance of the Governor, Mr. Horsley Palmer,
that, 'for eighteen months or two years previous to 1832, the

Court had taken no measures for contracting the circulation.'

[See Report of the Committee of 1832 on the Bank of England,
p. 22.] Whatever difference of opinion there may exist as to

the proper method of treating a drain of specie, so long as there

may be the least colour for attributing it to a depreciation of

the circulating medium from excessive issue, I am not aware
that any one has ever presumed to contend, that a run for gold,
caused by internal panic or distrust, would be likely to be

stopped by the Bank suspending its discounts. And, while I

quite agree with Mr. Loyd, that the circumstances connected
with the crisis of 1832 furnish a most instructive lesson as to

the right method of treating drains of the precious metals, I am
bound to say, that the lesson which I draw from them is nearly
the reverse of that inculcated by Mr. Loyd. I value it not,

certainly, for any testimony which it affords of the advantage
of meeting every drain of gold indiscriminately with a contrac-

tion of the Bank's issues, for it presents us with nothing to

which I can consider the term 'contraction' applicable at all;

but I value it as demonstrating, with how little shock to the

even tenor of affairs a great crisis of this kind may, under cer-

tain circumstances, be surmounted, by the simple abstinence of

the Bank from any officious or violent interference, or any at-

tempt to withdraw its issues from the control of the public de-

mand, and for the striking contrast which it suggests to our

apprehensions, of the very different results which might have

followed, had the Bank on this occasion administered its issues

according to the principles advocated by Mr. Loyd." (Regu-
lation of Currencies, p. 184-186.)

But whatever may be said or thought of the

strange use made by Mr. Loyd, in the service of

the currency theory, of the simple fact that in the

drain of 1830-32, a larger proportion than usual
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of the demand fell (in consequence of the peculiar
state of public feeling connected with the Reform

agitation)
*

upon the note circulation, it is quite
clear that Sir Robert Peel could have had no
accurate knowledge of the state of commerce and
credit in 1832," when he characterised it, with re-

iteration, as a period of monetary derangement.
As to 1836-7, it may be allowed to be designated

as a period of monetary derangement; although
it was but partially so. Sir Robert Peel seems to

have known very little about it, and to have satis-

* Of the extent to which this feeling operated in a drain upon
the Bank for gold, in exchange for notes, the following account

is given among many agreeably told anecdotes by Mr. Francis,
in his History of the Bank of England :

" In 1832 occurred the last run upon the bullion of the Bank,
occasioned by political causes. On every wall throughout the

metropolis the significant words,
'

Stop the Duke !

' ' Go for

gold!' were boldly placarded. For a week the corporation sus-

tained a run upon its specie, which was reduced to 4,919,000?.
In one day 307,000?. were paid. It soon became very question-
able whether the run for gold would not drain every banker in

the kingdom. That the demand was political was proved from

the trifling nature of the applications from the country bankers.
' I never saw the hall of the Bank,' said Mr. Richards, in his

evidence in 1832,
'

except in 1825, so crowded with applicants

tendering their notes. They had not in general the appearance
of being people from the country.' One person, who had money
with Jones, Loyd, and Co. to the amount of 20,000?., drew it

out from them in the form of notes, and then went to the Bank
and demanded gold. The London bankers found that the claims

extended to their establishments. Several refused to pay in

gold ; but on giving notes, said,
' You may go and get gold for

them at the Bank.' The stockholders took alarm, sold their

government securities, and demanded specie in return. The
funds were low ; and when the panic had subsided, and confi-

dence reappeared, the same persons brought back their sove-

reigns, and repurchased their stock at a heavy loss. It is im-

possible to say howfar the panic would have spread had the

one pound notes been in existence. But it is far from improba-

ble, that out of the extensive organisation that then existed,

some deeply-rooted scheme for a simultaneous demand might
have arisen, and produced consequences as unforeseen as terri-

ble. As it was, 1,500,000?. were paid in a few days, but no

further evil occurred to the Bank of England."
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fied himself with the easy process of the currency
theory, that of looking only at the amount of the

note circulation
;
and if this did not vary with the

variations in the amount of bullion in the Bank of

England, and still more, if it happened to vary in

an opposite direction, setting it down as a sufficient

cause of the crisis. I have in a former part of

this work (Vol. II. p. 274.) entered into a full ex-

planation of the circumstances relating to the

monetary derangement of that period ;
I therefore

refer the reader to it; and I have no doubt that

he will there find abundant proof that the amount
of Bank notes in circulation had nothing to do
with it. Both the Bank of England and the

country banks were injudicious and indiscreet in

their advances in 1835, and the early part of 1836
;

but of the excess of these advances the amount of

Bank notes outstanding formed no indication.

But although I am willing to allow that 1836-7

may be considered as a period of monetary derange-
ment, I cannot consider it as coming within the

category of memorable commercial crises. It was
confined in a great measure to two branches of

trade, the American and East Indian, including
China. The trade with the Baltic, and with the con-

tinent of Europe generally, was perfectly undis-

turbed, both in prices and in credit. The Bank
raised its rate of discount to 5 per cent., and laid

some restriction upon the bills of the American

houses, who were notoriously overtrading. But
for purposes of trade, generally, there was no want
of accommodation

;
and the utmost rate that was

heard of was 6 and 7 per cent, for fair commercial
bills of moderate length. And, with the exception
above mentioned, there was no depression in the

prices of produce.
Even Mr. Norman seems to have attached little

importance to the derangement of 1836.
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" The crisis," he says, "of 1836, was more partial than any
that had preceded it ; indeed it presented but little more

derangement than might be expected to occur every five

or six years, excepting what the opening of the trade with

China, and our relations with America, will fully explain."

(Remarks upon some prevalent Errors with respect to Cur-

rency and Banking : 1838, p. 74.)

Granting, however, to the utmost extent claimed,
that 1836-7 was a period of crisis, what are we to

say to 1839, which is brought forward as a period
of monetary derangement?* Why, surely, that there

was never a greater misnomer. If Sir Robert Peel

would give a definition of what he considers a

crisis or monetary derangement, and the definition

should be such as to bring fairly within its compass
such a period as 1839, then I should say that we

ought to amend our commercial vocabulary ;
and

invent some other name to designate such a state of

things as occurred in 1825 and in 1847. Bycommon

acceptation, monetary derangement supposes a fall

of prices, commercial failures, and discredit. Now
none of these happened in the year 1839. Markets

for produce were remarkably firm
;
there were no

forced sales for money to meet engagements ;
there

was not a single failure of a commercial or bank-

ing firm of any eminence
;
nor was there any

difficulty of getting accommodation by the Bank
at 5 and eventually 6 per cent, for bills at ninety-
five days' date, and in the discount market at a

little higher rate for longer dated bills. The whole
of the phenomena of that year are resolvable into

a moderately increased rate of interest during a

very short interval, and an uneasiness in the minds
of the public at the unsafe position in which the

Bank had, by want of foresight, suffered itself to

be placed.
From this array, then, of four crises, we must

* Mr. Loyd employs the term convulsion, as applied to 1837
and 1839 !
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wholly strike out two. The third is hardly worth

mentioning. There remains but one the solitary
case of 1825, till we come to that of 1847, which I

shall have occasion to notice more distinctly here-

after. In the mean while I would observe, that

there are only two other cases in the last sixty years
that come within the same category as 1825 and
1847. They occurred in the years 1792-3 and
1810-11. In each of those instances the degree
and extent of commercial distress and discredit

are matter of historical record.* They are riot

susceptible of exaggeration. In two of these cases

the crisis was so urgent as to induce the interfer-

ence of Government to mitigate it by the issue of

exchequer bills. In 1825-6, the Government,

though it declined giving the aid of exchequer
bills, prevailed on the Bank of England, against
its rules and inclination, to make advances on

goods in warehouses.

It is to be observed of these great occasional

derangements of credit, which all resolve themselves

into a previous abuse of credit, that no two of the in-

stances are exactly alike. In the general features

of overtrading, or overbanking, or both, they cannot

but agree, because one or other, or both, involving
transactions on credit, invariably precede the revul-

sion, which consists in a contraction or failure of

credit. The circumstances which give rise to the

disposition to overtrading and overbanking may
vary infinitely ; but, generally speaking, supposing
the existence of motives to speculation and hazard-

ous enterprize, there is one condition which seems
most highly favourable, if not essential, to the de-

velopment of them into extensive operation, and
that is a low rate of interest of some continuance.

* Of the crisis of 1792-3 a description will be found in the

Appendix. Of that of 1810-11, I have given a full account in

Vol. I. pp. 3039.
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Thus in 1792, although the Bank rate of discount

had not been reduced below 5 per cent., the market
rate had fallen to, or below, 3 per cent, per annum ;

and the 3 per cent, consols had reached 97^ in the

March of that year. This comparatively low rate

of interest had been, in some degree, both a cause

and an effect of the great extension of the country
bank system which about that time took place.
And in their competition for business, there

could be no doubt, after the event, that their

advances had been too large, and had been made
on insufficient or inconvertible securities. Co-

incidently with this growth of banks and banking
accommodation, there were several circumstances,
both commercial and political, calculated to excite

a spirit of mercantile enterprize. And it is ob-

served, in contemporary accounts, that the low rate

of interest and the high price of the public funds

in this country had forced capital abroad in the

shape of extended credits to foreign merchants,
and of occasional investments in foreign govern-
ment funds.

But the excitement, and the tendency to over-

banking and overtrading, at that time, were not

confined to this country. There was a vast chain

of bill circulation extending over several of the

principal trading towns of the continent of Eu-

rope, including London in the circle. One of the

earliest instances of the giving way of the links in

that chain of circulation, was the failure of the firm

of Burton, Forbes, and Gregory, of London, who

gave open credits to foreign houses. Several houses

at Amsterdam formed part in that extensive circu-

lation, and failed in the autumn of 1792, or early
in the following year. In this country the number
of failures, banking and mercantile, at that time,

greatly surpassed those of any former period; and

taking into consideration the relative magnitude of

the trade, and the pecuniary transactions of the
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country, at the two periods, it would seem that the

monetary derangement or crisis (either of which
terms applies to the case of 1792-3) was little,

if at all, inferior in intensity to that of 1825.

The circumstances connected with the pressure of

1792-3 are so important and instructive that I

have thought it desirable to insert in the Appendix
extracts from the Report of the Select Committee,

(House of Commons) on Commercial Credit in the

session of 1793, and also from Macpherson's Annals
of Commerce, descriptive of them.

The commercial distress and banking discredit

of 1810-11 nearly equalled, in point of intensity,
those of 1792 and 1825

;
and the losses caused

by the fall of prices in 1810 were, I am inclined

to think, greater than they had been at any former

period. In the still more violent fluctuation of

prices which took place between 1812 and the close

of 1815, it is possible that the losses were greater ;

but there was not then any such sudden and ex-

tensive revulsion of credit, and commercial dis-

tress, as occurred in 18 10-1 1.. The spirit of

enterprize and speculation which prevailed in 1808,
and which led to this revulsion, had not been pre-

ceded, as in the other cases to which I have com-

pared it, by a continuous low rate of interest.

But it was a period in which banking accommo-
dation was easy at about 5 per cent. The political
events of the time, and the commercial contin-

gencies depending upon them, were such as led

irresistibly to the most sanguine speculations. These,
and the reverses which attended them, I have else-

where described. My reference to this period is

chiefly for the purpose of observing that the revul-

sion by which it was marked had not been pre-
ceded by a low rate of interest, as was the case

in 1792 and 1825
; yet it is to be borne in mind,

as I have before stated, that the speculations ending
in the revulsion of 1810 had mostly their origin

VOL. IV. T
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in 1808, when the circulation was relatively low,
and the exchanges and the price of gold very near

their par.
A careful reference to the great monetary de-

rangements, or commercial crises, of 1792-3 and

1810-11, will show how imperfect was the know-

ledge, or how great the disposition to exaggerate,
which could lead Sir Robert Peel to enumerate

among his four instances of crises, such periods as

those of 1832, 1836-7, and 1839, when in truth

there was only one of the four, namely, 1825, which
could come fairly within that category, unless a

name altogether new be given to designate such a

state of things as occurred in 1825 and 1847.

Of the crisis or monetary derangement of 1825,
the circumstances which led to it, and its termina-

tion, I have given an account at some length in a

former part of this work (Vol. II. pp. 141 189.) ;

and I shall have occasion, when noticing the work-

ing of the act of 1844, to institute a comparison be-

tween the crisis of 1847 and that of 1825. In the

mean time, before closing my review of Sir Robert
Peel's exposition of the grounds for the measure of

1844, I have to notice the further proofs which he
adduced of the necessity for restricting the circula-

tion of banks of issue, by reference to the failures

of country banks.

SECTION 14. On Sir Robert Peel's Statement

relative to Bankrupt Banks.

Sir Robert Peel having, as he seems to have

thought, established his position of the four mone-

tary derangements or crises within twenty years,
and having made a passing remark on the number
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of failures of country banks in the years 1814,

1815, and 1816, proceeded to observe:
" With regard to the last few years, a return has

recently been laid before the House. I hold in

my hand a return of the number of private banks
which became bankrupt in the years 1833, 1840,

1841, 1842, 1843, with the amount of dividends

paid, so far as they can be ascertained." He
then exhibited a tabular statement of eighty-two
banks which had become bankrupt in those years ;

and he added,
" in ten of the cases the amount

of the assets; in others, the causes of failure were
stated." Of these he gave some descriptive parti'
culars

;
but in one instance, only, does his state-

ment notice the amount of the note circulation; and
in that single case it was 5,590/. Upon this very
objectionable statement, Mr. C. Buller justly ob-

served,

" As to the appalling picture which had been presented by the

Right Honourable Baronet of eighty-one banks insolvent in five

years, the return given of them showed only twenty-nine had
been banks of issue ; but no information had been given of the

amount of notes issued ; the rest of the number must either have
been made up of London bankers (whose failure could not have
resulted from issues, because they issued not at all), or, of those

who, having failed in speculation, had been published as bankers,

simply because they had held shares in joint stock banks. Such,
at least, was the prevailing impression."

It was afterwards admitted that six, out of the

number in this statement, were only persons who
had held shares in joint stock banks. And of the

twenty-nine" that were issuing banks, only a single
instance is given, and that as having notes in circu-

lation, amounting to less than 5,600/. The prime
minister would surely have had no difficulty in ob-

taining returns of the circulation of the remaining
twenty-eight. If the aggregate, or separate, amount
had been exhibited, I feel very confident that it

would not have borne out the impression intended to

T 2
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be conveyed. In this statement, as in the whole dis-

cussion, Sir Robert Peel seemed studious to blend

the question of solvency of banks, with that of their

possession, and alleged abuse, of the power of issue;

two questions involving considerations so perfectly

distinct, with reference to any legislative regulation

applicable to them, that it is surprising how any
person of common understanding could so con-

found them. He must either have had very con-

fused notions on the subject, or have desired that

the distinction should not be examined by those

whom he was addressing.
I do not for a moment question the purity of the

motives by which Sir Robert Peel was actuated, or

believe that he had any other objects than the public
interest and his own fame, in bringing forward this

measure. But why, then, adopt a course of argu-
ment which so openly exposes him to the charge of

confusion of ideas, or of disingenuousness ? To the

former charge he can hardly be thought liable, con-

sidering how capable he has, on various occasions,
shown himself of lucid and luminous exposition,
when he has to deal with a good case, of which he
has made himself master. And it is still more diffi-

cult to entertain the latter charge, admitting, as I

most fully do, the purity of his motives. The only

way in which I can account for the difficulty is this :

he appears to have suffered himself to be so capti-
vated by the subtle reasoning of Colonel Torrens, as

well as by the specious arguments adduced with so

much eloquence by Mr. Loyd, and with so much
earnestness by Mr. Norman, in favour of the cur-

rency principle, as to have become a warm proselyte
of the school, and to have determined, with the

sectarian zeal of a neophyte, to carry its doctrines

in1# practice. But he does not seem to have made
himself sufficiently master of these doctrines to

expound them clearly. Nor is it, indeed, to be
wondered at, that, amidst his pressing avocations,
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he had not time or attention to devote to the study
requisite for attaining a comprehensive and accu-

rate knowledge of the subject he was dealing with.

Accordingly, nothing can be more unsatis-

factory, (as was well observed by the Times,}
than his exposition of the principles on which he

proposed to restrict the amount of the note circu-

lation
;
nor more evident than that he must have had

some misgivings as to the weak points in his argu-
ment. He seems to have endeavoured to make up
for the defect by declaiming upon the evils of the

banking system, as it had theretofore existed
;
and

here, by Avay of showing the necessity of restraining
the competition of banks of issue, he adds to the

failures of twenty-nine issuing bankers a statement

offifty-three non-issuing bankers, six of these being
admitted to be only shareholders in joint stock

banks.*

* A writer in theBankers' Magazine for March, 1847, has been
at the pains of examining the files of the Gazette for the years
included by Sir Robert Peel in his statement to the House, viz.,

1839-1843, both inclusive. The result of this scrutiny differs

most materially from the figures produced by Sir Robert Peel ;

and it is proper to add that the writer quotes at length the name,
date, and description, of every one of the fiats, upon an enumer-
ation of which his general conclusion is founded. The following
is the form in which that conclusion is expressed :

Private banks of issue bankrupt, 1839-1843; 27
Ditto non-issue, ditto - 8

Total of bonajtde, "Bankers" - 35

Duplicates of private bank fiats - - -2
Fiats issued against persons merely shareholders in

joint stock banks - - 34
36

Total - 71

The circumstance here stated, that one half of the fiats were

against persons who habitually had no connexion whatever with
the profession of banking, very much diminishes, if it does not

wholly take away the force of Sir Robert Peel's statement.

T 3
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Lord Stanley, a few years ago, in a debate on a

strongly contested railway bill (the Trent Valley, if

I recollect rightly), observed, in answer to Sir

Robert Peel, to whom, although then united with

him in party, he was on that occasion opposed,
that no one knew so well as the Right Honourable

Baronet how to dress up a case for that House*
Now a case more palpably dressed up for that

House cannot well be imagined. It was so far skil-

fully contrived, by blending convertibility with

solvency, that however defective in argument, it

was admirably adapted to the assembly he was ad-

dressing. Never was adroitness in parliamentary
tactics more conspicuous, nor was there ever an

appeal more successful than that which he made to

the prejudices prevailing, in parliament and out of

it, against excessive issues, and the consequent de-
1

preciation of Bank notes strictly convertible into

coin. Accordingly, nothing could be more trium-

phant than the manner in which the measure,
founded upon such reasoning, and such illustration

as we have seen, was passed in parliament, and
hailed by the public.

Mr. Hawes moved, in opposition to the second

reading,
" That no sufficient evidence has been laid

before this House to justify the proposed interference

with banks of issue in the management of their

circulation,
"

* I am not sure of the exact words, because I cannot lay my
hand on the volume of Hansard in which the debate is reported,
but I have every reason to believe that the point of the remark
is here correctly stated.

f The speech by which Mr. Hawes prefaced his motion showed
accurate and extensive knowledge of the subject ; and it was

assuredly not adequately answered. When I say this, it may be

objected to me that the opinions then expressed by Mr. Hawes
agree in the main with mine, and that I, therefore, judge partially.
I should be quite willing, however, to refer on this point to the

judgment of any one who takes a sufficient interest in the sub-

ject, and whose bundle of opinions, consisting of the tenets of
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This motion, worded, as I think, most correctly,
was negatived by 185 to 30

;
and of this small mi-

nority there were only four members, Mr. Hawes,
the mover, Mr. Hastie, the seconder, Mr. C. Buller

and Mr. Gisborne, who were adherents to the prin-

ciple of a metallic standard, and who, consistently
with that adhesion, declared themselves opposed to

the bill in all that related to the amount of the

circulation, that is, to the whole principle of the

bill; the rest of it being mere matter of regu-
lation, not affecting the principle. Nearly all of

the minority, excepting the four above mentioned,.

either the currency principle or the Birmingham School, is not

already made up, to say, after being at the trouble, as I have

recently been, of looking over the speeches in that debate,
whether anything like an answer was given to Mr. Hawes's ob-

jections to the bill. Mr. Goulburn, as Chancellor of the Ex-
chequer, was foremost in reply ; and I have given specimens of
the knowledge he displayed on two of the points he made ; the

rest of his speech being well represented by those samples.
Sir Robert Peel seemed to think it quite sufficient to taunt Mr.
Hawes with the heresy of denying the depreciation of bank
notes during the restriction. Mr. Hawes, however, in his ac-

ceptation of the term depreciationj has the sanction of authori-

ties so high as Mr. Blake* and the late Mr. James D.Hume.
These have due regard to the prices of commodities ; but they
also allow for the peculiar circumstances of the time ; and they

give due weight to the fact that the fluctuations in the amount
of the circulation and the concurrent variations of prices in no
instance atforded ground for a fair inference that the latter were
the effects of the former. In that point of view, they have a

specious ground of argument for asserting that there was no

depreciation, in the ordinary sense of the term ; and I perfectly
understand them. At the same time I have always used, and
still adhere to the use of, the term depreciation, to signify the

difference at that period between paper and gold. If the pro-
mise to pay is not performed according to the terms of it, I

hold it to be depreciated in the exact degree in which it falls

short of the value of the specific thing promised.

* Observations on the Effects produced by the Expenditure
of Government during, the Restriction of Cash Payments, by
Wm. Blake, Esq. F.R.S. 1823.
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whose objections, however forcibly urged, seemed
to have been utterly disregarded, were considered

to be either adverse, or of duobtful adhesion, to

the act of 1819. Mr. Hume objected to some
of the provisions of the bill, but voted for the

second reading.
In the House of Lords the bill passed without

a division, and almost without the form even of

a debate. Lord Ashburton was, if I recollect

rightly, the only peer who objected to the prin-

ciple of the bill. So that it may be said to have
been carried, as nearly as might be, unanimously,

by those who approved of the .principle of con-

vertibility. By the public generally, by the press,
and even by merchants and bankers, with the

exception of some hardly audible expression of

misgiving, the act of 1844 was hailed as esta-

blishing the currency on a sound and solid footing ;

which would not only preserve the convertibility of

bank notes beyond all possibility of danger, but
would prevent all those derangements and revul-

sions which were ascribed to the mismanagement
of the circulation by banks of issue : the charge
against the management being that the amount of

their outstanding notes did not vary as it ought,
and as it thenceforth would be made to do, with
the variations in the amount of bullion in the Bank.
So much for the state of public information on the

question at that time !
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SECTION 15. On the Anticipations respecting the

Success of the Act of 1844, as expressed by its

Advocates and Opponents.

If I have succeeded in my endeavours to show
that the theory on which the Act of 1844 has
been made to rest, is incorrect, and that the state-

ments brought forward to prove the tendency to

excessive issues by the country banks, do not bear
out the conclusion sought to be established, the

natural presumption is, that a measure founded
on such mistaken views could not answer the ex-

pectations held out by the framers of it. And such
is the fact.

The advantages which, by the framers of the

Act, and by the propounders of the theory on
which that Act was founded, were held out as

being likely to be the result of the change thus

introduced into the banking system of this country
may be collected from the following extracts.

The subjoined passages are from the pamphlet
published by Mr. Loyd, immediately after the

passing of the Bill in 1844.

" The consequence of this system (the system previous to

1844) has been an abrupt and violent action upon credit and

prices at an advanced period of the drain, and the ultimate evil,

exhaustion of the bullion, obviated, not without great difficulty,
and at the expense of severe pressure upon the public. The
bill now under consideration proposes to substitute a system of

early, steady, and continuous contraction, in the place of that

which has been late in its commencement, sudden and violent in

its operation, and irregularly carried out. By this means
it seems almost a matter of demonstration that the occurrence

of many circumstances by which the intensity and extent of

former drains have been increased will be prevented, and that

the correction of those causes of drain which cannot be altogether

obviated, will be brought into operation in an earlier stage of the

drain, and will, therefore, be effected with less contraction of the

circulation, and, consequently, with less inconvenience to the

public. (Thoughts, &c., 1844, p. 8.)
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" It is now' proposed to adopt a different course. The diffi-

culty is henceforth to be met at the very moment of its com-

mencement, and the corrective measures, founded upon intel-

ligible and well ascertained principles, are to be applied, without

interruption, until the evil has been subdued. Contraction of

Circulation is to be made precisely coincident, as regards both

time and amount, with diminution of the bullion ; and thus it is

conceived that the danger of total exhaustion, which could not

befal a metallic circulation, will be rendered equally impossible
with respect to a mixed circulation of gold and paper. The result

remains to be ascertained ; but all reasoning confirms the sound-
ness of the grounds upon which this experiment is founded, and

justifies a sanguine expectation that by a close and steady adhe-

rence to principle, the safety of our monetary system will be
more effectually secured. Whatever may be the inconvenience
to the public involved in the measures necessary for this purpose,
it would be unwise in the extreme not to submit to it. There
is fair ground, however, to anticipate that many adventitious

difficulties, which have arisen out of the working of the present

system, will be obviated, and that the essential object of the bill

will be accomplished without subjecting the public to any
increase of the inconveniences which they have hitherto expe-
rienced during a drain of bullion." (Ibid. p. 12.)

Colonel Torrens ventured to speak in terms still

more confident, and specifically prophetic. A few

examples will suffice.

" Under the proposed system for the regulation of the cur-

rency, an adverse exchange, originating in the currency itself,

will be a rare occurrence, and any considerable or permanent
deviation from the par-of-exchange equilibrium an impossible
event. Practically considered, fluctuations in the rate of in-

terest and in the state of commercial credit, so far as they can
result from alterations in the value of the currency, may, under
the operation of the proposed system, be taken at nihil."

(An Inquiry, &c., 1844, p. 97.)
" I believe that it will fully accomplish this object (i. e., the

perfect assimilation of our currency to the metallic model), and
that it will effectually prevent the recurrence of those cycles of

commercial excitement and depression of which our ill-regu-
lated currency has been the primary and exciting cause ; and
so believing, I continue to retain, after an attentive and patient
consideration of all the objections urged by the able and scien-

tific Reviewer, the opinion which I formerly expressed, that

the adoption of Sir Robert Peel's plan for the renewal of the

charter of the Bank of England will be the most important
improvement in our monetary system which has been effected
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since the passing of the act of 1819 for the resumption of Cash

payments." (Ibid. p. 100.)

The following question has been asked *
: "If under the

proposed plan, 14,000,000/. had been issued on securities, and
if 8,000,000/. was the amount in which notes had been issued on

gold, making the present circulation of the Bank 22.000,000,
and if a time should again occur when so large a sum as

7,000,000 should be taken from the Bank in the short space of

nine months, what would be the effect of such a violent col-

lapse ?" The proper answer to this question is, that when the

Government plan shall have been carried into effect, the ab
straction of 7,000,0001. of treasure from the coffers of the Bank
in a period of nine months will be morally impossible.f The
violent fluctuation which occurred between December, 1838,
and September, [1839, was the result of the system which the

querist would desire to uphold. Had the Bank of England in

1838 and 1839 been limited to the issue of 14,000,000/. upon
securities ; had there been functional separation ;

had the de-

partment of banking been denied all aid from the department
of issue ; and had a gradual contraction of the circulation con-

sequently commenced with the first efflux of bullion, it would
have been utterly impossible that the drain should have ex-

tended to 7,000,000^. ; utterly impossible that the pressure upon
the money market, consequent on the suspension of confidence

and the stagnation of trade, should have been so severe and so

protracted as they unfortunately became. The proofs of these

positions I have detailed in the preceding pages, and need not

here repeat, (Ibid. pp. 99. & 103.)

Sir Robert Peel, towards the close of his speech
of the 20th of May, 1844, observed :

-

" Some apprehend that the proposed restriction upon issue

will diminish the power of the Bank to act with energy at a

period of monetary crisis, and commercial alarm and derange-
ment. But the object of the measure is to prevent (so far as

legislation can prevent) the recurrence of those evils from
which we suffered in 1825, 1836, and 1839. It is better to

* By Mr. Hastie. Speech of 13th of June, 1844.

f The following figures, from the actual returns of the Bank,
under the Act, afford a striking illustration of the correctness

of this
" answer" :

Bullion. Circulation.

12th Sept. 1846 . . . 16,350,000 . . . 20,920,000
24th April, 1847 . . . 9,210,000 . . . 20,690,000

Decrease . . . 7,140,000 . . / 230,000
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prevent the paroxysm than to excite it, and trust to desperate
remedies for the means of recovery."

Sir William Clay, in remarking, in 1844, upon
my pamphlet of that year, observed, with reference

to the proposed separation of the functions of the

Bank of England

" That serious difficulties or dangers would attend the

working of such a plan, when once carried into effect, I see no
reason to apprehend. At least, if there be, they must be some-

thing very different from those stated by Mr. Tooke ; for any
thing more thoroughly gratuitous than the difficulties he has

stated any stronger manifestation of a disposition to create

the giants, he afterwards means to slay, I must be permitted to

say I never witnessed."

He then cites the passage of my pamphlet,
wherein, commenting on a hypothetical case, I con-

cluded with the remark that in the event of a drain,
it was a possible event that the banking department
might be obliged to stop payment while the issuing

department had 6,000,000/. of bullion,
" unless

" Government should step in to prevent so ridicu-
"

lous, however lamentable a catastrophe," upon
which Sir William Clay observes "

Ridiculous, in-

deed, but one the occurrence of which I cannot see

the slightest reason for anticipating." And further

on, after describing the phenomena which under
both systems would attend an adverse balance of

trade, he observes

" Under both systems these phenomena will be exhibited ;

but under the system of which I advocate the adoption, it ap-

pears to me certain that they will be less in degree, gentler in

their transition, more gradual in their succession. The neces-

sary contraction would begin at the right time ; it would
never be delayed too long ; it would be precisely to the extent

required, because it would not have been preceded by a previ-
ous factitious expansion."

Let us now see, on the other hand, what were
the opinions entertained and expressed by the op-
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ponents of the measure, and of the theory on which
it was founded. Mine happened to be the first in

the order of time, the pamphlet in which the opi-

nions are stated having been published in March,
1844.

" Without attaching such exaggerated import-
ance as Mr. Bosanquet and Mr. Gilbart, and some
others who oppose the currency principle do, to

the effects of great variations in the rate of inte-

rest, I am Inclined to think that, excepting the con-

vertibility of the paper and the solvency of banks,
which are and ought to be within the province ol

the legislature most carefully to preserve, the

main difference between one system of banking and
another is the greater or less liability to abrupt
changes in the rate of interest, as compared with the

other. And a careful consideration of the various

plans which have been submitted to the public for

carrying out the currency principle, has led to a

confirmation of the opinion which I have before

expressed, that under a complete separation of the

functions of issue and banking, the transitions

would be more abrupt and violent than under the

existing system ; unless, and upon this, in my opi-

nion, the question hinges, the deposit or banking
department were bound to hold a much larger
reserve than seems to be contemplated by any of

the plans which I have seen.
" The difference between the two systems cannot

be placed in a more striking point of view than in

the following passages of a printed letter which
Colonel Torrens addressed to me on the occasion of

the opinions which I had expressed on the subject
in a former work.

" ' The difference,' Colonel Torrens says,
' between us is this,

you contend that the proposed separation of the business of the

Bank into two distinct departments would check over-trading
in the department of issue, but would not check over-trading in

the department of deposit ; while I maintain, on the contrary,
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that the proposed separation would check over-trading in both

departments. The manner in which the separation would have
this twofold effect will be seen by the following example.

'Let us assume that the Bank holds 18,000,0007. of secu-

rities and 9,000,0007 of bullion, against 18,000,0007. of out-

standing notes and 9,000,0007. of deposits, and let an adverse

exchange require that the depositors should draw out their de-

posits in bullion to the amount of 3,000,0007.
' In this case, if the business of issue were mixed up with

that of deposit, the drawing out of the 3,000,0007. of deposits in

bullion would have no other effect than that of reducing both

deposits and bullion by the amount of 3,000,0007., while the

amount of the circulation, and of the securities, and the power
of the bank, as its securities fell due, to continue the discount

business to the same extent as before, would suffer no dimi-

nution. But let the department of issue 'be wholly separated
from that of deposit, and the result would be widely different.

As soon as the separation was effected the deposit depart-
ment holding 9,000,000^. of deposits with 9,000,0007. of secu-

rities would be obliged to sell some part of its securities, say
one-third, in order to be prepared to meet the demands of its

depositors. The state of the two departments would then stand

thus :

Circulating Department.

Circulation - 18,000,0007.
Securities - 9,000,000
Bullion 9,000,000

Deposit Department.

Deposits - - 9,000,0007.
Securities - 6,000,000
Reserve in bank notes 3,000,000

' This being the previous state of things, the demand of the

depositors for 3,000,0007. in gold would produce the following

changes. The 3,000,0007. of bank notes held by the deposit

department as reserve, would be drawn out by the depositors
and paid into the circulating department in exchange for gold
while the directors of the deposit department, in order to recover

a reserve equal to one-third of their deposits would be obliged
to sell 2,000,0007. out of the 6,000,0007. held in securities. The
results would be, that in the circulating department the bullion

would be reduced from 9,000,0007. to 6,000,0007., and the circu-

lation from 18,000,0007. to 15,000,0007., and lhat, in the deposit

department, the deposits would be reduced from 9,000,0007. to

6,000,0007., the securities from 6,000,0007.. to 4,000,0007., and

the reserve from 3,000,0007. to 2,000,0007. It is self-evident

that the effect of these changes would be not only a contraction
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of the circulation but a limitation to the power to over-trade in

discount and loans.'

" I am willing to admit this statement as exhi-

biting in substance the difference between us. Ac-

cording to my view, as there may be variations of

international payments, in other words, of a ba-

lance of trade, without any grounds for inference

of alterations in the value of the currencies of the

countries from which or to which such balance

may be due, the presumption is, that an occasional

efflux of four or five or six millions would be

followed, at no distant period, by a fully equal
reflux. Such was the case in 1828-9 and 1831-2,
when the treasure of the Bank having been reduced

by five or six millions, was replenished without

the slightest operation of the Bank on the amount
of its securities or its rate of interest. And such

efflux and reflux might again take place under a

continuance of the present system, provided that

the Bank habitually held a large reserve, without

any disturbance of the money market, and without

any influence on the amount of bank notes in the

hands of the public. Now, under a system of sepa-

ration, and in the position of the two departments
in the case supposed by Colonel Torrens, what
would be the operation of a demand for export to

the extent of three millions of gold ? In all pro-

bability, this demand would almost exclusively fall

upon the deposit department.
" This being the case, the directors would not

have a moment to lose upon the first manifesta-

tion of such demand, without taking measures for

retaining or restoring the proportion of their re-

serve. They must sell securities, or allow the

existing ones, if short-dated, to run off, and they
must inexorably shut their doors to all applications
for advances or discounts. This would, as Colonel

Torrens justly observes, operate as a limitation
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of the power to over-trade in discount and loans.

Most effectual, indeed, would it be, and, under
certain circumstances of the trade, it would operate
with a degree of violence on the state of credit,

of which, as it appears to me, Colonel Torrens has

no adequate idea. This is not to be wondered at

in a writer not practically conversant with trade or

banking ;
but that other advocates for the measure

of separation, who number among them merchants
and bankers, should be so unaware of it as they
seem to be, does indeed surprise me. Before two
or three millions of bank notes could be forcibly
abstracted from the amount in circulation among
the public the pressure upon the reserves of the

London bankers must be extreme. They would, of

course, to the utmost extent practicable, call in

their loans, and resolutely refuse further accommo-
dation.

"
Although there is no modern experience of

such a state of things, if any merchant, banker,
or money dealer were to have the case laid dis-

tinctly before them, could any of them for a mo-
ment have a doubt as to the extremity of pressure
which it would cause ? I am most intimately per-
suaded that it would be within the mark to sup-

pose that a rate of discount (assuming that the

doors of the Bank and the ears of the Directors

were inexorably closed against all applications) of

20 per cent, and upwards, would, in many case?,
be submitted to, and sacrifices of goods, if any
large proportion were held on credit, would be
made at a still greater loss. And, after all, it

might be a question, whether even this effort of the

Bank on its securities would be effectual in restor-

ing its reserve in sufficient time to meet the exigency.
This would depend entirely upon the character of

its deposits. If these were strictly payable on de-

mand, while the circumstances determining the

efflux were strong arid urgent, the payment of
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3,000,000/., accompanied by forced sales of secu-

rities, might prove insufficient in point of time to

arrest the demand
; and, in this case, while the cir-

culating department would still have 6,000,000/.
of bullion, the deposit department would have no
alternative but to stop payment. A most absurd,
however disastrous state of things. But it would
be too disastrous and too absurd to be allowed to

take its course. If such a crisis were to happen,
as most probably it would, at the time when the

dividends on the public funds became due, the

Government would be imperatively called upon to

interfere and prevent so ridiculous, however la-

mentable, a catastrophe. And the only interference

that could meet the emergency would be to autho-

rise a temporary transfer of coin from the issuing
to the banking department." An Inquiry into the

Currency Question, pp. 105 110.

Mr. Hawes, in his speech of the 13th of June,

1844, which I have already alluded to, among the

other arguments which he urged against the bill,

observed :

" I cannot doubt that while the proposed restrictions are

unnecessary, they will be productive of evils greater than those

sought to be remedied. That in the attempt to secure our-

selves against commercial pressure, we shall only aggravate
their evils when they do, as they will, occur. * * * If it

be supposed, that under the plan now proposed, the Bank will

be enabled, as she has hitherto done, to use any such discretion

in meeting a commercial pressure, it is a great error. By
adopting the present plan we may obtain a fancied additional

security for the maintenance of our currency on a par with
the value of gold ;

we may make an effort to check specula-

tion, over which we have no control ; but whenever serious

commercial pressure shall occur, and the proposed system is

enforced, the reaction upon public credit will be violent and

unmitigated. And whoever has been accustomed to watch the

proceedings of the Bank of England and of the London bankers
at such times, will readily anticipate that what we saw in 1 825
or 1839, will be trifling in comparison with what may then take

place."

And Mr. Hastie, in seconding Mr. Hawes's
VOL. iv. u
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motion, stated his views concisely in the passage
which Colonel Torrens undertook to answer, by
saying that, under the new system, an export of

7,000,000^. of bullion within nine months would
be impossible.

Mr. Fullarton stated his misgivings with his

usual force and felicity of expression :

" What may be the practical working of such a scheme no
man can absolutely foretell, and past experience gives us no
clue to discover. It remains to be tried. For this, it must
be admitted, the times are sufficiently propitious ; and, while

exchanges continue favourable, interest low, and the stock of

bullion overflowing, all will no doubt proceed smoothly ; and the

unruffled aspect of monetary affairs will be cited and allowed as

a proof of the beneficial operation of the government plan. But
if it is to be something more than a mere fair-weather pageant,
if its principle is really and literally to be carried out, at all

seasons and in all circumstances, with stern and unflinching

pertinacity, it may happen that, at no very distant period, (at all

events, long before the ten years of the new charter shall have

expired,) contingencies may present themselves, which will put
the virtues of the panacea to the test, may possibly even shake
a little the general confidence in their efficacy, and rouse a fresh

spirit of inquiry into the nature of those periodical hurricanes

which visit from time to time the great marts of industry
throughout the world, and the real extent of the means (much
more insignificant, it is to be feared, than seems to be commonly
imagined) by which we can hope to divert or moderate them."

(Regulation of Currencies, 1844, p. 4.)

And again, thus :

" It is certainly within the chapter of possibilities that the

restrictive clauses of the Bank Act may, even before they are

called into effective action, be reduced to a mere nullity, by some

happy development of those remedial resources, which credit,

judiciously administered, can always bring into play under the

pressure of any strong necessity, or that their worst conse-

quences may be avoided by a resort to the safety-valve of the

bank-post-bills, or some other similar measure of evasion. In
that case, there will be no undue contraction of the circulation,

no refusal of the accustomed supply of capital ; the great pur-

pose of the authors of the restriction will have been simply
defeated or abandoned ;

and the event will be at once an infinite

relief to the public, and the euthanasia of this first attempt to

legislate on the principles of the currency theory. The law,

nevertheless, may still remain unrepealed ; and it is even possi-
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ble that there may be found persons to cry up this failure as

only a new proof of its
' admirable working !' The course of

events, however, which, if the spirit in which the restrictive

clauses of the Bank Act are framed, is to be consistently acted

up to, must be considered, I fear, as by far the most probable,
would lead to a very different termination. And although that

termination also might, no doubt, be liable to manifold modifi-

cation from circumstances, a state of circumstances can well be

imagined, in which the catastrophe would be as tremendous as it

would in all likelihood be sudden and irretrievable, shaking even
to its foundations the entire financial fabric of the realm."

(Ibid. p. 252.)

Mr. Mill, in his very able article in the West-

minster Review, for June, 1844, on " The Currency
Question," pointed out (p. 596), the dangerous
character of the innovations introduced by the bill,

in the following admirable passage :

" It is a fact, attested by experience, that a drain of gold

upon the Bank for exportation takes place in most cases mainly
by drawing out deposits. As, in the proposed system, there is

nothing to cause any change in this respect, we must suppose
that this would still be the case, and that the demand for gold
would be first felt by the deposit department.

"
Now, under the present arrangements, in case of a run upon

the deposits, the Bank has to rely, not only on the portion of

reserve which it retains, like other bankers, against the deposits

themselves, but also on the gold in reserve on account of its

notes. Until all the gold in the possession of the Bank is ex-

hausted, it is in no danger of stopping payment. But under the

proposed system the department of deposit must rest upon its

own resources. The reserve in the deposit department could

derive no aid from the issue department, while it would have to

bear the first brunt of the whole action intended to be exercised

through it upon the latter. As it would be prohibited from

meeting this demand by creating more notes, or even by having
the notes which it paid out, and which then went to the issue

department for gold, returned to it ; either the reserve of the

deposit department alone will require to be as great as is now
requisite for the deposits and issues together, or it will be

obliged to suspend its discounts and sell its securities much
earlier and more abruptly than is necessary under the present
mixed system.

* * *

" While the circulating department was still abundantly sup-

plied with gold, the deposit department might have no alterna-

tive but to stop payment."
u 2
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Mr. James Wilson, also, did not omit to give very
clear and forcible warnings of the perils to which
the country would be exposed by the practical en-

forcement of the new theory. In the Economist of

the 26th of April, 1845, after an elaborate exposure
of the tendency of the act of 1844 to aggravate
the evils of a drain of bullion, he concluded by
saying :

" Under this action of the new currency bill we look forward
with no small alarm to the increased and aggravated conse-

quences which a failure in the harvest, and a continuance of

high prices, must exercise over the manufacturing industry of

the country not, as it is pretended, subjecting it to an earlier

but less intense depression, but, as we have shown, to an earlier,

it is true, but also to a more intense and protracted suffering."

( Capital, Currency, and Banking, p. 95.)

And again, on the 3d of May, 1845, in discussing
the measures then before parliament for the regu-
lation of Banking in Scotland and Ireland, Mr.
Wilson has the following able and lucid passage on
the real effect of the ministerial plan :

" Sir Robert Peel says, take the average of the last thirteen

months fix your circulation at that ;
if you exceed it, increase

your bullion to the same extent. Now one great fallacy of the

averages of circulation is, that the average of a week, taken at

the close of business, is no criterion of the actual quantity of

notes which must, during the week, be issued at particular times

to represent exchanges, the greatest part of which return to the

issuers before the amount in circulation is taken at the end of

the week ; but when notes are issued, it is always uncertain

what precise portion will return within a given time. A banker

dealing with his notes, therefore, keeps a reserve by him for

such momentary purposes, and to sustain a circulation of

100,0001., as shown by the returns, he will have 150,000/. or

200,OOOZ. of notes, more or less, and occasionally in use. But
under such restrictions as proposed, he will not be able to ven-
ture the issue of such notes, being uncertain as to their return,
without holding bullion to avoid the penalty in the event they
do not return. The system of averages is, therefore, extremely
fallacious ; and we cannot understand how it is to improve the

condition of the Bank of England, if for the limited stock of

gold in the world it is to have the fresh competition of all the

Scotch and Irish banks, in order that they may hold uniformly

larger quantities than they do. But this is the least of the evil.
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" Let us suppose a period of pressure. The bullion of the Bank
is reduced to seven or eight millions (no very small amount

compared with some periods), so that the circulation of notes is

nearly equal to the securities of 1 4,000,OOOl. and the bullion

together. What will take place in Scotland and Ireland under
the new bill then ? The Scotch banks have to protect 3,000,OOOJ.
of circulation and 30,000,000/. of deposits. Pressure is felt and
is further expected. The Scotch banks feel that it is necessary
to increase their reserves ; that their deposits may be required

by their customers to assist their friends to pay up railway calls,

or any other purpose for which money becomes so much required
at a time of pressure. They see they cannot move without

increasing their amount of coin ; they are the largest holders of

securities and stock in London of any class of bankers ; they
order them to be sold in the market, draw bullion from the

Bank, and increase the drain already rapidly going forward.
" It does appear the most extraordinary idea for a minister to

entertain, that he can relieve the bank at a period of pressure

by bringing a new, and powerful, and irresistible class of com-

petitors into the market, in the sale of securities and the struggle
for bullion. If his object were to increase the intensity of such
a crisis, he could not adopt a more certain plan."" (Capital,

Currency, and Banking, p. 103-4.)

Looking at these opposite opinions, expressed
before or soon after the passing of the act of 1844,
I am quite content that my readers should judge
for themselves, without any further comment from

me, whether the advocates for the measure, or its

opponents, had formed the more correct view of its

probable operation.
I shall now proceed to a view of the actual work-

ing of the law, from its taking effect in September,
1844, to the close of 1847.

SECTION 16. On the Operation of the Act of 1844,

from September, 1844, to January, 1847.

Let us now, with the benefit of the experience of

upwards of three years, since the passing of the Act
of 1844, see what has been its actual operation.

u 3
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I have already stated (see page 60, ante), that

immediately on the act taking effect, the Bank of

England reduced its public rate of discount from
4 per cent, for all classes of bills, to 2^ per cent, for

first-class bills, and 3 per cent, for notes. And, in

March, 1845, the rate was reduced to 2J per cent.

for notes also. The Directors thus entered into

direct competition with the bankers and money
dealers

;
and in so doing, they acted strictly in the

spirit of the bill. Sir Robert Peel had said :
-

" The principle of competition, though unsafe, in our opinion,
when applied to issue, ought, we think, to govern the business of
banking. After the issue of paper currency has once taken

place, it is then important that the public should be enabled to

obtain the use of that issue on as favourable terms as possible."

The obtaining of that issue, on as favourable

terms as possible meant, for it could mean nothing
else, as low a rate of interest as possible ; and the

Directors, in adopting the course they did, were,

clearly only acting upon this exhortation of Sir

Robert Peel.

This active competition by the Bank of England
with the private bankers, and the money dealers, had
the effect, if not of reducing, of, at least, continuing,

longer than it otherwise would have been continued,
the very low rate of interest which then prevailed.
As a proof that the Bank, by this reduction of its

rate of interest, was successful in obtaining a larger
share of the discount business, it may be observed

that the securities, other than public, were thence-

forward larger in amount than they had been for

some time previously. And there can, 1 imagine,
be no question but that this low rate of inte-

rest, and the consequent abundance of banking
accommodation, tended to facilitate and promote
the railway speculations which were then (Septem-
ber, 1844) in progress, and which reached their

culminating point in the summer of 1845. And it

is no less clear that the same low rate of interest
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and abundance of banking accommodation tended
to promote the spirit of adventure which was then
abroad for other undertakings involving the outlay
of borrowed capital.
The railway speculation went at that time to

such an extent as to occupy the attention of the

public almost exclusively. But it is evident, from
the disclosures to which the late commercial fai-

lures have led, that a good deal of what now ap-

pears to have been improvident outlay in fixed

capital abroad, including foreign railways, was also

then in progress, and was, no doubt, encouraged by
the advances which were so liberally and so largely
afforded upon distant forthcoming returns. In-

vestments, too, in mills and mines, and various

projects of internal improvement, besides railways,

entailing the conversion of circulating into fixed

capital, were going forward on a scale sufficiently
extensive to have attracted public notice, but for

the all-absorbing topic of the railway mania.

This was surely not a time during which it was

desirable, or (looking to probable, if not inevitable

results) safe, to aid the continuance of so low a

rate of interest.

But though the conduct of the Bank of England,
in so greatly reducing its public rate of discount,

may be considered to have prolonged the facility
of banking accommodation which marked that

period, no blame whatever can attach to the Direc-

tors for that reduction
; or, at all events, they are

not open to reproach for it from the promoters and
admirers of the act of 1844, and, least of all, from
Sir Robert Peel. They would not, I think, have
ventured upon that step if they had continued

under the responsibility which was previously con-

sidered to rest upon them in the "
regulation of

the Currency," as it was termed
;
and for which,

under the former system, they were considered ac-

countable. But from such responsibility they were
u 4
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entirely, and even ostentatiously, released; the

great merit of the new system having been repeat-

edly declared by its authors to consist in its con-

fiding the regulation of the Currency to a self-

adjusting principle, totally independent of the Bank

management. In acting as they did, the Directors

were, as I have before observed, fairly carrying out

the spirit of the measure, as expounded by Sir Ro-

bert Peel. That they had his approval cannot be

doubted, if we look at the manner in which he ex-

pressed himself in his speech of the 25th of April,

1845, (the House being in committee, on Banking
in Ireland and Scotland,) with - reference to the

working of the act of 1844.

" I am," he said,
"
quite as well aware as, I believe, any one

can be, of the necessity of great caution in drawing inferences

as to the effect of measures of this nature on the circulation and

on the public credit of the country. I draw my inferences from
the closest observation of the subject, and of the working of

those measures which the shortness of the interval would permit
me to give them ; and I must say, that so far as we can judge
from experience, we have a perfect right to be satisfied with the

operation of the measures which were then adopted. Admitting
our experience of these measures to be short, so far as it has

gone, I contend that it has been decidedly infavour of thepolicy
and justice of the measures sanctioned by this House in the

course of the last session of Parliament Since these measures
were adopted, we have had in this country a period of extraor-

dinary commercial activity : we have had a great demand for the

application of new capital to manufactures, and other branches

of the public industry ;
itnd we have had a very unusual degree

of speculation connected with the internal improvement of the

country. I refer particularly to the projects for the extension

of locomotion by means of railways. But I cannot find that

the restrictions imposed last year have, in the slightest degree,

cramped or fettered the commercial energies of the country. I

cannot find that there has been the slightest ground of complaint,
either that prices have been unduly affected, or that the in-

creased demands of the country cannot be met on account of a

restricted circulation."

Here was Sir Robert Peel taking credit for the

favourable operation of his measure, and defending
it by reference to the speculations then afloat, from
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the charge to which he seemed to think it might
have been liable, of cramping and fettering the

commercial energies of the country by a too

restricted circulation. He seems to have been totally
unaware that the charge to which his measure might
properly be considered obnoxious, was, that in the

state of things as it then existed, it did not only not

restrain, but greatly favoured the speculations in

railways, and the commercial enterprises which were
then assuming a dangerous character. Blinded by
his exclusive view of the note circulation, he failed

to perceive that it was the employment and direc-

tion of capital, or, in other words, the amount of

banking accommodation, and not the amount of

notes in circulation, that was in question, in judging
of the working of his act. If, while engaged, as he

stated, in closely observing the working of his new
measure, he had been aware of its real operation, or

if, in the course of his observation, he had conceived

any doubts of the propriety or prudence of the con-

duct of the Directors of the Bank, in acting as they
did, he would naturally, feeling the strongest in-

terest in the proper working of the act, have given
some hint or caution to the governors, with whom
he, or at least the Chancellor of the Exchequer, were

necessarily in occasional communication. But it

does not appear that any such hint or caution was
ever given to them

; nor, indeed, is it likely that it

should have been, seeing how little of inconvenience

or eventual danger Sir Robert Peel seems to have

apprehended.
While Sir Robert Peel was thus unconscious of

the immediate and principal effect of that portion
of the act of 1844, which had divided the Bank
of England into two separate departments, he
seems to have been equally unaware of the bear-

ing of the state of things then existing upon
the arguments by which the legislature had been
led to impose a restriction on the amount of the
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note circulation of the country banks. Those

arguments went distinctly on the ground that the

power of issue afforded the means, and that the

competition of banks of issue supplied motives, to

the bankers, to favour speculations by increased

issues of notes
;

and that consequently, by re-

stricting their power of adding to the note circu-

lation, the tendency to speculation in the provinces
would be repressed ;

and that this restriction, what-

ever inconvenience to bankers and speculators might
attend it, would operate most beneficially to the

public. Sir Robert Peel, however, in the spring of

1845, took credit, as we have seen, to the act of

1844, for not having restrained the speculations, or

(to use his expression), cramped or fettered the

commercial energies of the country, which were
then evidently tending to excessive action. If the

close observation which he was giving to the work-

ing of his measure had drawn his attention, con-

currently, to the extent of the speculations then

going forward in railways, besides those in mills

and mines, &c., he might possibly have been led to

doubt whether the amount of the note circulation

had, or could have, any necessary or accessary in-

fluence in promoting or checking a tendency to spe-
culation.

As a large part of the public still, apparently,

participate the opinion on which the act of 1844

proceeded, that excessive issues of notes, whether

by the Bank of England, or by the country banks,
are essential, or materially accessary to the origi-

nating or extending of speculation, it is worth
while here to show to what an enormous extent,
both as to extravagance of prices, and of the

nominal amount of capital involved in the trans-

actions, speculations may be carried on, without

influencing, or being influenced, by variations in the

amount of the outstanding circulation. With this

view, I have to solicit attention to the following
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extracts from a paper drawn up by Mr. Danson,
with admirable conciseness and clearness, and read

by him before a meeting of the Statistical Society in

January 1847.

"Between March and September 1845, joint stock specu-

lations, for the immediate investment of capital, were set on

foot, involving a larger aggregate amount than had ever before

been so involved in this country. The amount to raise which,
for railways alone, the sanction of Parliament was actually

applied for in the following session, exceeded 340,000,0007.

sterling. And if we include all the new schemes in which

scrip, or letters of allotment, were actually selling in the market
at a premium in July, August, and September, 1845, the

amount cannot be estimated at less than 500,000,0007.
"
Many of the schemes of 1845 reached a high premium

within a few weeks after their issue ;
and all those first in the

market, and having any substantial merit, were raised consi-

derably above their true value. For instance, the Leeds and
Thirsk Railway 507. shares, with only a deposit of 21. 10s.

paid were selling, in March, at 37. 10*. ; in September, at

231. 15*.; and in November at 41. 15*. per share. Again, the

Bolton, Wigan, and Liverpool 401. shares, with 41. paid were

selling in January 1845, at 41. 10s. ; in September, at 421. 15s. ;

and in December, when 97. had been paid, at 207. per share. If

we assume an average premium of 101. per cent, upon the

schemes then in the market, the property temporarily created

by these speculations (and the repeated purchase and sale of

which, on commission, furnished profitable employment to some
thousands of brokers,) must have been, at least, 50,000,0007.

" And to this there is to be added an increased value, during
the same period, of the shares in the established lines of rail-

way. For instance

"The Midland Stock, amount 4,180,0007., was selling in

January 1845, at 114 per cent. ; and in July at 188 per cent. ;

showing a rise of 74 per cent., and an increase in the aggregate
value of the stock of 3,098,0007.
"The Great Western share capital issued, 8, 160,0007.

1007. shares selling in January 1845, at 1567. ; and in July, at

2287. ; and (allowing for a call at 57. per share in the interim),

showing a rise of 67 per cent., and an increase in the aggregate
value of the shares of 5,467,0007.

" The Manchester and Leeds share capital 4,660,0007.
1007. shares selling in January 1845, at 1267. ; and in August
at 2157. ; showing a rise of 89 per cent., and an increased value

in the aggregate of 4,147,0007.
" The average increase in the value of 1007. shares in these

three lines was 767. ; and the total increase of value in August
and September was upwards of 12,000,0007.
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" It will be seen, on reference to the tables, that during those

months in which the purchases and sales of railway property
were most numerous and extensive, while every body was buy-
ing and selling shares, and the current rate of interest was only

2^ per cent., that portion of the circulating medium, which con-

sisted of Bank of England notes, was but very slightly, if at

all, increased ; and that it reached its greatest amount when the

prices of shares were lowest when every body had ceased to

speculate when the number and amount of current transac-

tions were reduced to the lowest point by descredit, and when
the current rate of interest for first class bills had risen from
21 to 4^ per cent."

And yet, notwithstanding the evidence afforded

by the facts here stated, of the absence of any con-

nection, whether as cause or effect, between the

amount of the note circulation and the enormous
extent of the speculations described in the fore-

going statement, there were persons then, and
there have been others more recently who, when

pressed to account for these phenomena, con-

sistently with the expectation held out by the

advocates of the act of 1844, that it would operate
as a salutary preventative of the recurrence of such

extravagance of speculation as had been witnessed

under the former system, have answered Oh !

the speculations would have gone much further if

the issues of the country banks had not been re-

stricted.* I have myself met with persons who have

* In a letter, which appeared in the Times, of the 15th of

April last, signed
"
Mercator," and commonly ascribed to a high

authority, in favour of the Act of 1844, is the following pas-

sage :

" The bill of Sir R. Peel was passed in 1844, and from that

time till the end of August 1846, there was an almost unin-

terrupted influx of bullion into this country ; so that, at that

time, the amount in the cellars of the Bank reached, I believe,

the unprecedented sum of sixteen millions. I will not now stop
to discuss the effect of Peel's Bill in preventing that undue ex-

pansion of the country circulation, which has usually occurred

during a state of favourable exchanges and influx of bullion.

Without this salutary restraint, the speculative mania, ivith

respect to railroad investments, would undoubtedly have been

carried to a far more dangerous extent than it has actually
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given that answer
;
but when further asked why

they thought so, and how they could, by the
utmost force of imagination, conceive the possi-

bility of folly, and recklessness of pecuniary en-

gagements, going further than they then did, no

attempt at explanation was made
;
nor indeed was

it likely that a satisfactory reason could be given
for so extraordinary a supposition.

It is further to be observed, with reference to

the railway mania, that? from the date of Sir Robert
Peel's speech in April 1845, to the culminating
point of that speculation, namely, in the September
following, there is no reason to suppose that either

he or the Chancellor of the Exchequer hinted to

the Governors of the Bank any doubt of the expe-

diency of their keeping their rate of discount so

low as it then was.

I have to refer to the account given in a former

chapter (pp. 66 72, ante} of the variations in the

Bank rate of interest, from the period here noticed,
till April 1847.

Until after Jan. 1847, there cannot, on the

part of the currency theorists, be the shadow of a

ground for impugning, in the slightest degree, the

management of the Bank. The rate of discount was
reduced from 3^- per cent, to 3 per cent, in August
1846 : a step which appeared to me at the time, an'd

which I still think was injudicious; but according
to the doctrine that the currency should be ex-

panded or diminished with the increase or diminu-

reached ; and to the same cause we are probably, in a great

degree, indebted for the comparatively sound state of trade and
commercial transactions generally at the present moment. Our

present condition, in this respect, presents a most satisfactory

contrast, as regards both the state of the money market and of

trade, with that which has usually existed at the commencement
of monetary pressure, following, in close succession, upon a pro-

longed period of favourable exchanges and uninterrupted growth
of confidence and credit."
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tion of the bullion, there was every reason for that

reduction; seeing (as I presume the partisans ofthat

theory begin now to see) that it is only through the

rate of interest that the Directors could act at all.

The amount of bullion in the Bank had been stea-

dily increasing for several months, and had, on the

29th of August, reached 16,366,068^., being within

a trifle of the highest amount it had ever attained.

According to that doctrine, therefore, there can be
no question that the reduction of the rate of dis-

count was a proper measure. Or even regarding
them simply as bankers, and looking only at their

reserve, it amounted to 10,000,000/., being more
than it had been for a considerable time. There is,

therefore, no ground on which the partisans of the

act of 1844 can, consistently with their doctrines,
call in question the management of the Bank until

January 1847. The whole of the criticism which

has, with so much severity, been lavished upon the

conduct of the Directors, must therefore, in justice,
be considered as confined to the period following

January 1847.

According to the view thus far taken (that is,

from September 1844, to January 1847) of the

operation of the act of 1844, it may be held to be

demonstrable that it did not, and indeed could not,

work, in any way that, by the most zealous of the

admirers of it, could be construed as being bene-

ficial. While, as I have shown, there is every rea-

son, on reference to the facts of the case, to believe

that it operated prejudicially.

SECTION 17. On the Operation of the Act of 1844
in the Year 1847.

In the interval between the 21st of January,
1847, when the Bank rate of discount was raised to
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4 per cent., and the 8th of April, when it was further

advanced to 5 per cent., the bullion, in the two

departments of the Bank, experienced a consider-

able reduction
;
the reserve in the banking depart-

ment sustaining by much the greatest relative

diminution.* A decrease of reserve to such an

extent, and apparently still in progress, clearly in-

dicated the expediency of a further advance in the

Bank rate
;
and the Directors were much blamed

(and not altogether without reason) for not having
advanced the rate sooner.

But, in extenuation of whatever want of fore-

sight may be charged to them, in not having raised

the rate of interest between January and April,

they have to plead that the Chancellor of the Ex-

chequer (who has not been backward in blaming
them, and who, from his position had superior
means of ascertaining and observing the circum-

stances leading to the prospect of a further drain

on the treasure of the Bank) made the following
admission in his speech of the 14th of May last,

on the Loan Discount Bill.

" Even so late as February or March, no one anticipated
the severity of pressure which has since taken place, arising, I

believe, in no inconsiderable degree from the alarm which was
excited in the minds of the public by their observing, in the

published account of the Bank of England the small amount of

notes in reserve which appeared on the 17th of April."

The first part of the above sentence goes far to

exonerate the Bank Directors from having been

* The following were the exact figures

Dates, Total Bullion. Banking Reserve.

1847.

23d January
-

13,440,000 - 6,840,000
10th April - 9,870,000 - 3,460,000
17th April

- 9,330,000 - 3,080,000

The Reserve of the 17th April shows the lowest point to which
it fell at that time.
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more wanting in foresight than they would have
been under the guidance of a government officer,

down to the end of March at least
;
so that, as the

rate of interest was actually raised on the 8th of

April, any blame at the hands of the Government
can apply only to the delay of a single week.

This extent of delay would have been insignifi-
cant under the former system, with upwards of

nine millions of bullion. But the urgency of the

case, and the severity of the pressure arose,, as the

Chancellor of the Exchequer truly observed, in no
inconsiderable degree (I would add wholly]

" from
the alarm which was excited in the minds of the

public, by their observing the small amount of notes

in reserve which appeared on the 17th of April"
*

There was enough, certainly, to alarm both the

public and the Directors
;
and the cause of alarm,

thus candidly admitted by the Chancellor of the

Exchequer, constitutes, of itself, sufficient ground
for the condemnation of the bill. The small amount
of the reserve having alarmed both the Directors

and the public, it became imperative, with a view
of preventing an entire exhaustion of it, to have
recourse to measures of extreme severity.
On the 15th of April, in announcing that 5

per cent, per annum was the minimum rate,

the mention of the term of ninety-five days was
omitted ;

and this omission was found to mean that

the minimum rate applied to bills having only a

very few days to run
;
while much higher rates

were charged for bills having more than ten days
or a fortnight to elapse before maturity ; and, what
was felt as a still more severe restriction of accom-

* If the Bank Directors had exercised more foresight than

the Chancellor of the Exchequer seems to have done, and had
raised their minimum rate in the early part of February to 5

per cent., and by the middle of that month to 5 per cent., what
would have been his own position with) reference to the Irish

loan of eight millions ?



OPERATION 1847. 305

modation, a limit was applied to the amount of bills

admitted for discount, however unexceptionable

they might be, and however high the credit of the

parties offering them. At the same time, mer-
chants who had received advances at the usual

quarterly period, were peremptorily called upon to

repay the loans without the accommodation of re-

newal, which had usually been granted, if desired
;

the bills lodged being, of course, unexceptionable.
There is no question of the expediency of the

decisive steps thus taken by the Directors, under
the urgency of the case

;
and they were so effectual,

that an immediate stop was put to the efflux of

bullion
;
and a sum of about 100,OOOZ. in sove-

reigns, that had actually been shipped for America,
was relanded.

No measure of so extreme a character had, I

believe, been resorted to by the Bank since Decem-
ber 31. 1795, when public notice was given of a
similar restriction.*

The effect of this severe contraction of accom-
modation was to paralyse nearly all transactions

on credit throughout the country. No merchant
or manufacturer, however well stocked his port-
folio might be with the most solid bills, could

be sure of their being available to meet his im-

mediate engagements, unless at most exorbitant

rates of discount. There were instances of rates as

high as 12 and 13 per cent, per annum being paid

* The following were the terms of the notice of 1795:
" 3lst December, 1795.

" That in future, whenever bills sent in for discount shall, on

any day, amount to a larger sum than it shall be resolved to dis-

count on that day, a pro rata proportion of such bills in each

parcel as are not otherwise objectionable, will be returned to

the person sending in the same without regard to the respec-

tability of the party sending in the bills, or the solidity of the

bills themselves."
In the first volume of the present work, p. 200, will be

found a description of the state of things at that period.

VOL. IV. X
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for unexceptionable six months' paper ;
and of

similar bills beyond that date not being discount-

able at all.

To apply the term "panic" to the state of things
as it existed during the last three weeks of April,
and the first four days of May, would convey a

very inadequate idea of the suffering of that period,

seeing how indiscriminately that expression, as

also the term "
crisis," has been applied to compa-

ratively slight cases of pressure. Nothing ap-

proaching to the same degree of . intensity, not

only of immediate pressure, but of alarm, for the

future, had been experienced since 1825. This

alarm, which aggravated all the other causes of dis-

tress arose, as the Chancellor of the Exchequer
observed, from the narrow margin of the reserve,
which the published accounts of the Bank exhibited,
week by week, and which led to the apprehension
that any further reduction would be attended with
a still more forcible restriction, if not a total denial

of further accommodation. Lord Ashburton justly
remarks upon this state of things,

" Now this fright of the Bank, with ten millions in her

coffers, of violating this parliamentary restraint, has driven her

into proceedings which have depreciated, to a very great extent

every description of property, food only for evident reasons

excepted. It would not be easy to estimate this depreciation,

extending over all merchandize, stocks, railroad shares, &c. ; it

probably would not have been overstated at from 10 to 20

per cent. : but what is worse, it has paralysed this property in

the hands of the possessors, rendered it unavailable towards

meeting their engagements, and thus produced, in many cases,

pecuniary sacrifices, much beyond the mere depreciation of the

value of property itself. It has further occasioned the sus-

pension of the execution of orders from our customers in every
quarter, thus distressing manufacturers, and impeding those

very operations which would have corrected the tendency
to an unfavourable balance of trade, and given safety to the

circulation of the Bank." Financial or Commercial Crisis

Considered, pp. 18, 19.

It was the fright of the Bank, perfectly justi-
fiable as regarded the defensive measures adopted by
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the Directors under the operation of the act of 1844,
which converted what, in the undivided state of the

Bank treasure, need not, and, in all probability,
would not have been more than a moderate and
sustained pressure on the money market, into panic

amounting to agony. And this is the charge against
that provision of the bill which, while it appro-

priated an amount of bullion, much larger than
was found to be required, to the issue department,
left the deposits and dividends without any se-

curity at all.

There was one circumstance attending the pres-

sure, when, at its. greatest height, in April, that

puzzled the supporters of the currency theory, and
of the act founded upon it, more than any other

;

and that was, that although the pressure was so

severe that it had turned the exchanges, and was

bringing back the gold, it had not reduced the

amount of the circulation. This perplexing fact

was thus noticed by Mr. F. Baring, in the debate
of the 3d of December last:

" So far, therefore, my expectations of the Bill have not

been falsified. I wish I could say the same with regard to

that third anticipation which I formed. Amongst other

expectations was this, that the Bank would commence their

operations earlier ; and, by withdrawing their notes gradually
from circulation as the gold was withdrawn from the country,
the effect upon commercial people would be gradual and'

cautious. Under the old system the Bank neglected the signs
of the times, and did not take their precautions early enough ;

the consequence of which was, that when a time of difficulty
and danger came, the Bank sought to save itself at the expense
of whatever interest it might be which happened to be affected

by its acts. My expectation was, that by compelling the Bank
to take earlier precautionary steps, and by making that pre-
caution gradual, the country would have been saved from those

convulsive efforts which the Bank was accustomed to make,
and crises such as these, although they might still occur, would

yet be more limited in their operation. / admit that the expec-
tation has entirely failed. (Hear., hear.) But still I cannot

help feeling that the principle upon which that expectation was
founded was correct and true ; and the more so, when I look at

the operations of the Bank itself. I have avoided troubling the
x 2
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House with statistics ; but for the purpose of making myself
clear upon this point, I will trespass upon them with an ex-

tract, merely requesting the House to observe that I take the

figures under the old system. I find, then, that the amount of

bullion in the Bank, on September 12, 1846, was 1 6,354,0001.,
and that on April 17, 1847, it was reduced to 9,330,000/., being
a diminution of 7,024,000/. Now, I take the same dates with

respect to the circulation of notes, and I find that on September
12, 1846, the amount was 20,982,OOOZ., and on April 17, 1847,
it was 21,228,OOOA, being an increase of 246,000/. (Hear,

hear.) Now I do not knotv what might have been the expec-
tation of my right hon. friend, or of those gentlemen on the

opposite benches, who are more acquainted with this subject
than Iam; butfor myself,! must say, that 1 never entertained

the idea that it would have been possible, under the operation of
this bill, to have shown such a set offigures as that. (Hear.)
If we could have supposed this possible, when we were in com-
mittee in 1840, collecting the evidence upon which the bill was
founded if a case had been brought before us in which, when
the bullion had run off 7,000,OOOL the notes had increased

250,000/. then I should have said not only that that was im-

possible, but that it was the strongest argument for the alter-

ation of your system, and the strongest reason for a bill founded

upon the principles of the right hon. baronet. I know I am
told in answer to this that it is all the fault of the Bank. 1

believe, if we look back, ive shallfind that the operation of that

question of the reserve was not sufficiently considered, either by
those who were favourable, or those who were opposed to the

bill. 1 cannotfind in the discussion of the period two sentences

leading me to suppose that danger arising from such a cause

was contemplated or referred to, and, in my opinion, the Bank
was enabled to do that which it ought not to have done when

gold was running out not to reduce their circulation by a single

pound. I do not think that the system works satisfactorily in

this respect, and, in fact, the point did not receive anything like

a sufficient consideration. Perhaps it was impossible, before the

bill was in practical operation, to see how the reserve of notes

would operate, but it certainly never entered into the contem-

plation of any one then considering the subject, that 7,000,0001.

in gold should run off, and yet that the notes in the hands of
the public would rather increase than diminish,"

The admissions contained in this extract, from
the speech of Mr Baring, are as important as they
are candid

;
and they fully explain the deep anxiety

which was manifested by the supporters of the

measure in the early part of 1847, to explain

away, by most unsparing animadversions on the
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Bank management, its palpable failure, as regards

any control over the circulation. It is hardly con-

ceivable that the wide difference between the actual

working of the measure, and their anticipations of

it, should not have struck them all as it did Mr.

Baring. The almost inevitable presumption is that

they were so struck
;
but have wanted either the

courage or the candour to admit it. Before allu-

ding further, however, to the character of these

animadversions, I must be permitted to point out
that Mr. Baring is in error in stating that
" neither by those who were favourable, nor those

who were opposed to the bill," was any expectation
entertained or expressed that it would fail to regu-
late the amount of the outstanding circulation

;

and that the question of the reserve was not suffi-

ciently considered. I would beg to refer to the

work of Mr. Fullarton, and to my own pamphlet of

1844, in proof of the fact, that both these topics
received a very full share of attention on the part,
at least, of those who were opposed to the measure
of that year. It was, in truth, the utter uncon-

sciousness of the currency party of the vital im-

portance of these precise points of the question
which excited most astonishment among their

opponents.
One of the earliest expressions of disapprobation

of the conduct of the Bank was contained in a

letter, under the signature of "
Mercator," which

occupied a very conspicuous place in the Times

newspaper of the 15th April (1847). Lord John
Russell alluded to this letter in the debate of the

3d of December, in the following terms:

" I do not at present consider whether the Bank should have
taken precautions before the month of April last ; but in the

month of April, a very remai-kable letter having appeared in

The Times newspaper, showing the continued drain of gold
that was going on, and that it all operated on the reserve of the

Bank, and in no way on the discounts or circulation, the Bank
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Directors immediately began to change their course. To a great
extent they limited their discounts, and the circulation was
diminished from the month of April to the beginning of June

by about 1,500,000/."

In consequence of the allusion thus made to that

letter by Lord John Russell, and the important
effect on the Bank management which he attri-

buted to it, I was induced to refer to a file of the
"
Times," and have made the following extract

from it. This extract contains all that is material of

the letter, pointing out, as it does, the three courses

that were open to the Bank, and animadverting on
the management for not having adopted that which
was most suited to the occasion.

" From the beginning of January the drain of bullion assumed
a more serious aspect ; and, of course, as the bullion was drawn
from the Bank the notes at the command of the Bank would be

diminished to an equal amount. It became incumbent upon
the Bank, therefore, to look seriously at its position, and to

form a determinate judgment as to the principle upon which it

would regulate its banking operations. Three courses were

open to it :

"
1. It might determine to meet the drain of bullion by a dimi-

nution of the notes in the hands of the public to the same amount,
and thus retain its banking reserve undiminished. But the

banking reserve was at this time at a high amount, such as

would safely admit of some reasonable reduction. This course,

therefore, would have caused more sudden and severe pressure
on the money market and the state of credit than was necessary ;

and the Bank was entitled so to conduct its banking operations
as to throw a portion of the contraction of notes rendered

imperative by the decrease of bullion upon its banking reserve.

"2. It might make the necessary contraction of notes fall

partly upon that portion of the notes which were in the hands
of the public and partly upon its banking reserve. This is the

course which the Bank, acting in obedience to the rules of ordi-

nary prudence in the management of banking operations, ought
to have pursued. Had it done so, a pressure upon the money
market and upon credit would have been produced, commencing
simultaneously with the drain of bullion, acting steadily and

equably, and necessarily increasing in power as the drain of

bullion progressed. By this means it can hardly be doubted
that the drain of bullion would have been gradually restrained

and regulated, and the adverse state of the exchanges corrected,
without the necessity for any sudden or violent action by which
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alarm may be created or the regular course of transactions be

seriously disturbed.
"

3. It might determine that the necessary contraction should

fall entirely upon its banking reserve ;
thus keeping the notes

in the hands of the public undiminished during a heavy drain of

bullion. This is the course which the Bank has pursued up to

the present time. It has permitted an enormous reduction of

its banking reserve to take place, whilst its deposits and its

notes in the hands of the public that is to say, its liabilities

have remained undiminished. This has occurred, moreover,

during a heavy drain of bullion, and in a period of enormous

imports, accompanied with every indication of a prolonged con-

tinuance of the adverse balance of trade. It is needless to

observe that this course of procedure is in opposition to all

ordinary rules of prudence in the conduct of banking operations.
This mismanagement of its banking business by a concern of

immense magnitude has been productive of its natural results

inconvenience and injury to the public interest. The natural

tendency of money to rise in value during a drain of bullion

has been checked, and from this circumstance, as also from the

absence of any decrease of notes in the hands of the public, the

full benefit which might have arisen from a more early and

gradual correction of the drain of bullion has not been secured.

This is the result of inconsiderate measures in its banking de-

partment by a concern whose resources and operations are of

such disproportionate magnitude to those of any other concern
as to render them formidably powerful for good or for evil in

their effects upon the general state of credit and of commercial
transactions. The provisions, however, of Peel's bill for secur-

ing the convertibility of the Bank note still remain in unimpaired
force. The conduct of the Bank in its banking department
cannot invalidate the efficiency of those provisions, although it

may to some considerable extent affect the degree of incon-

venience and pressure which will arise under their operation."

In stating that there were three courses open
to the Sank, the writer must mean that the Di-

rectors had not only the option but the power to

act upon any one of them, directly and exclu-

sively, according as it might suit their views.

Believing, therefore, according to the currency
doctrine, that it was, under the circumstances,
incumbent on the Bank to contract its circulation,

he blames the Directors for having pursued the

course No. 3, instead of No. 2, which alone, he

contends, was adapted to the occasion.

The assumption of these three courses being open
x 4
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to the Bank, offers an excellent opportunity of re-

discussing the currency theory. As, however, I

have already, in the preceding pages, gone through
this task, I shall not weary my readers with a

repetition of it, but leave it to the committees of

the Lords and Commons already appointed, to in-

quire, if they think fit, into the grounds for the

opinions thus confidently expressed.
After the first week of May there was a sensible

abatement of the pressure. The Bank reserve

was increased, and some addition, though small,
was made to the stock of bullion in the two

departments ;
and the directors became more

liberal in their accommodation. The announce-
ment too, which had been recently received, of

the intention of the Russian government to invest

a portion of its treasure, to the extent of thirty
millions of silver rubles, (4,750,000^.,)* chiefly
in the public funds of France and England, re-

moved the apprehension that the large forth-

coming supplies of corn from Russia might create

an adverse balance of payments, and a consequent
renewed export of bullion from this country. And
although the prices of corn were still advancing,
as they had been through the greater part of the

period of pressure, the season was favourable for

the growing crops, and there was therefore less

alarm than there had been about the prospect of

the ensuing harvest. Towards the end of May, in

consequence of large importations, the prices of

corn gave way considerably.
These circumstances tended to restore confidence

to some extent. By the close of May, the period
of great pressure and derangement of the money
market, in as far as alarm was an operative cause

of it, might be considered to have terminated.

* It is supposed that this sum includes about 1,500,000/.,
invested in French rentes, in March previous (vide ante, p. 72).
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And with reference to this period, it may be re-

marked, as a curious fact, that intensely severe as

the pressure was, it was not attended with any
commercial discredit. There were no failures

;
or

none that attracted any public attention. This

absence of failures gave an appearance of sound-

ness to the state of credit at that time, which the

events of a few months later proved to have been

deceptive ;
and it is certainly somewhat difficult

to understand how so many of the houses, which
fell in September and October, stood their ground
through the shock in April. As to some of them,
it is not improbable that the very high rate of

interest they had to pay, and the immense losses

incurred by forced sales of produce, and other

property, in order to meet their engagements during
the period here alluded to, weakened them so much,
as to render them unable to stand a second shock.

I would be understood, however, merely to notice

the circumstance of the absence of failures during
the period in question, as a singular fact, without

pretending to have the means of satisfactorily

accounting for it.

Although, at the end of May all, or nearly all,

the immediate causes of the monetary derangement
which had characterized the period in question had

ceased, the rate of interest, both at the Bank of

England, and in Lombard Street, did not fall to

the level from which it had risen in the two pre-

ceding months. The continued demand for capital

by the railway companies, in the shape of calls and
loans was, of itself, a sufficient cause for a higher
rate.* There was, moreover, as connected with

*
Considering the prominence which has been given to the

subject of the railway expenditure, it may be worth while to

reduce to a tabular form the official statement of the amount of
that expenditure, given by the Chancellor of the Exchequer on

introducing the bill for regulating railway companies, on the
26th November, 1847. It is necessary to say in explanation of
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the railways, an uneasy feeling prevalent, arising
from the enormous extent to which the pro-

spective outlay on them was proceeding. And,
in other directions, there were no clear grounds
of confidence in looking to the future. As the

period of the payment of the July dividends ap-

proached, apprehensions began again to prevail
with reference to the effect which that payment
would have upon the Bank reserve. And when,
at the end of July, it was found that a very
decided reduction of it* had taken place, while the

exchanges were wavering about par, there were

strong indications of a tendency to renewed pres-
sure. In order to repress the rising demand for

advances, the Bank, somewhat out of its usual

the last column of the following table, that it represents the

gross expenditure diminished by one-fifth, that being the esti-

mated proportion of the gross expenditure which is absorbed by
the purchase of land, and the parliamentary expenses. The

remaining fourfifths may be taken to represent the bona fide

outlay on labour and materials.
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course, gave, on Monday, the 2d of August,
a semi-official intimation that, in future, the rates

would be 5 per cent, on bills having one month
or less to run, 5^- per cent, on two months' bills,

and 6 per cent, for longer dated paper, not ex-

ceeding 95 days. On the following Thursday, the

5th of August, these measures were confirmed,
and a formal notice issued that the minimum rate

was advanced from 5 to 5^- per cent, per annum.
This movement of the Bank had a considerable

effect in raising the general terms of accom-
modation.

The next alteration of the Bank rate of interest

was on the 2d of September, when the directors

announced that they would make the usual quar-

terly advances till the 14th of October, at 5 per
cent, per annum. This was followed on the 23d of

September, by a notice, of some stringency,

raising the minimum rate on two months' bills to

5^, and on three months bills to 6 per cent. This

alteration produced a very decisive effect, and may
be described as the virtual commencement of the

pressure of October. Consols, which had stood

at 86|-, fell very rapidly to 85, and there was a

palpable rise in the market rate of interest. On
the 25th of September, the banking reserve had
fallen to 4,704,000^. ;

and on the 1st of October,
the directors adopted very stringent means for

the protection of this fund. They intimated

that 5^- per cent, would be the minimum rate

on all bills falling due before the 15th of Oc-

tober
;
and further, that they declined altogether

to make advances on Stock or Exchequer bills.

The latter clause of the intimation produced violent

excitement on the Stock Exchange.

" The effect of the announcement," says the Economist, of

Saturday, the 9th of October,
" made by the Bank on Friday

last, viz., that no further advances would be made on public

securities, produced a severe panic on the Stock Exchange, on
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Monday and Tuesday (4th and 5th Oct.). Large orders were

received, both from town and country bankers, to sell consols

and exchequer bills in order to convert them into money. On
Tuesday the pressure became so great, that while the price of

consols was 84 for the account, due on the 14th October, that

for present money was only 83^, which difference indicated a

rate of interest of 50 per cent, per annum, for the nine days ;

while exchequer bills were currently sold at 30s. discount, and
in some cases at 35s., indicating a rate of interest of 7^ per
cent, per annum, for the six months which they have yet to run.

The rate of depreciation continued even greater on Wednesday
morning at the opening of business, exchequer bills having
been sold at 37s. discount, when the Bank intimated their

willingness to advance on these securities to a limited amount,
which immediately gave ease to the market, so that at the close

of that day they left off at 23s. to 17s. discount."

During the occurrence of these events a new
and very important cause of monetary derangement
came into operation, namely, commercial discredit.

This began with failures in the corn trade, follow-

ing each other, in rapid succession, from the 6th of

August to the end of that month, and exceeding,
in amount, any thing of the kind that had ever
been experienced before in Mark Lane. It was still,

however, considered that, with the exception of

this branch of trade, (the losses in which, by the
enormous fall in the prices of corn, accounted
for the failures,) the general commerce of the

country was in a sound state. But this impres-
sion was doomed to be lamentably dispelled by
the events of the two months following. On the

10th of September, the stoppage of the house of

Gower, Nephews, and Co. was announced
;
and

this was followed by the successive fall of several

other firms, of great importance from the ex-

tent of their connections and the vast amount
of their liabilities, during the remainder of Sep-
tember and part of October. These mercantile

failures, in number, and in the amount of property
involved in them, were beyond all precedent in

the commercial history of this country.
There was no failure of a bank (except the
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unimportant firm of Cockbums and Co., of White-

hall,) till the 13th of October, when the sus-

pension of the Abingdon Old Bank (Knapp and

Co.) was announced. This, however, was speedily
followed by others. Much alarm was excited on

Monday, the 18th, by the stoppage of the Royal
Bank of Liverpool ;

a concern having a paid up
capital of 800,000^., and standing in the first

rank among the banking institutions of the king-
dom. The immediate consequence of this event

was to send down the price of consols 2 per cent.,

or from 79^ to 77f, which was the lowest point to

which they fell. In the course of the following
five days, other important bank failures took place
at Liverpool, Manchester, Newcastle, and in the

West of England. At Newcastle, the banking dis-

credit was exceedingly severe, and the most im-

portant bank of the district had a very narrow

escape from a suspension of payments.
The course of commercial events, from the be-

ginning of August to the week ending the 23d of

October, thus proceeded in an uninterrupted pro-

gression of disaster, discredit, and dismay. At
the close of that week, all circumstances tended to

what is termed a crisis
;
not such a crisis as, by

profanation of the term, has been applied to com-

paratively slight cases, but to so critical a state of

things as threatened to involve a total suspension
of all business and of all payments.

The reserve of the Bank of England had been
reduced below two millions, being less by one
million than its lowest point in April, against
more than thirteen millions of liabilities.* It

* The following figures will show the amount of banking re-

serve and deposits on the days indicated :

Dates. Reserve. Deposits.

1847.

16th Oct. - - 3,070,000 - 14,160,000
23rd Oct. - 1,990,000 - 13,340,000
30th Oct. - - 1,600,000 - 13,600,000
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was then quite upon the cards that a few days
more of the prevailing alarm, which was causing a

general hoarding of bank notes and coin, might
exhaust it altogether ;

thus realizing the predic-
tions of those who, with myself, had pointed out,
as a not improbable effect of the act, if strictly en-

forced, as it was intended to be, that the ridiculous,

although lamentable catastrophe, might be wit-

nessed, of the banking department being compelled,
to stop payment, while there were more than six

millions of bullion in the issue department. Any
further reduction, it was then manifest, must drive

the directors to still more desperate measures, even

to a denial of all discounts and advances whatever,
and further, possibly, to making forced sales of go-
vernment securities.

During the progress of things to this critical

state, representations and remonstrances, whether

by deputations, or memorials, or petitions, were in

vain urged upon the Chancellor of the Exchequer,
to induce some relaxation of the obnoxious law.

He was inexorable. The very important depu-
tation of merchants from Liverpool, which waited

upon ministers on Tuesday, the 19th, was dis-

missed without the least indication of any intention

on the part of government to interfere. So perfect
a measure as the act of 1844 could not be in fault,

and no alteration of it, therefore, was to be thought
of. It was not until Friday, the 22d, or Saturday,

Consols were at something above 79 ; exchequer bills at be-

tween 20*. and 30s. discount; bank stock at 178 to 180; and

the difficulty of obtaining discounts in Lombard Street so

great, that rates of interest of almost incredible extravagance
were readily given upon first-rate paper having only a few

days to run. In confirmation of this latter statement, I may
mention a circumstance which fell under my own immediate

observation. On Thursday, the 21st October, I happen to

know that for the discount of about 10,000/. of City bankers'

acceptances, having not more than seven days before maturity,
a rate of interest and commission was paid equal to 13 percent,

per annum.



OPERATION 1847. 319

the 23d of October, that, at an interview of some
of the leading City bankers with the head of the

government, such a picture was drawn by them of

the fearful consequences to be apprehended from
further persistence in maintaining the existing re-

striction
;
and these statements were so forcibly

corroborated by the alarming intelligence from

Newcastle, that the desired relaxation was at length
conceded.

Early on Monday, the 25th of October, a letter

was addressed, by the First Lord of the Treasury
and the Chancellor of the Exchequer, to the

Governor and Deputy Governor of the Bank, re-

commending to the directors to enlarge the amount
of their discounts and advances upon approved
security, but suggesting that the rate of interest

should not be less than 8 per cent.
;
and undertaking

to obtain an indemnity from Parliament should
this course lead to any infringement of the exist-

ing law.*

Injudiciously conceived, and ungraciously ex-

pressed, as were the terms in which this relaxa-

tion was granted by the government, it was effec-

tual for its main purpose. The barrier which had
cut off the resource of the bullion in the issue

department from the banking department, having
thus been removed, all that part of the pressure
and distress, which had prevailed for some weeks,

arising from alarm at the smallness of the Bank
reserve, ceased immediately. Hoards of Bank
notes and coin came forth, and although the rate

of interest continued high, there was an end of

the extravagant rates which had, in some instances,
been charged ;

and merchants had an assurance,
which they had not 'before, that what good bills

they were in possession of would, although beyond
Bank time, be available to meet their engagements.
The immediate relief thus produced, while it fully

* See Appendix.
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justifies the government in having sanctioned a

contingent infringement of the law, is the crowning
proof of the impolicy of the act of 1844.

Were the occasion less grave, it would be cal-

culated to excite a smile to observe the great

anxiety of ministers to justify their sanction of a

contingent infringement of the law, when the real,

and, as I conceive, the unanswerable charge against

them, was that of having withheld it too long.
The justification urged by the Chancellor of the

Exchequer, in his speech in the debate of the 30th

of November, affords grounds for the severest con-

demnation, not only of the act of 1844, but also of

the delay of government in affording the only relief

from its operation that could be effectual. The

description given in that speech of the state of

things from the 2d to the 23d of October, and of

the immediate consequences of the letter of the

25th, is so graphic, and, at the same time, has so

much of the stamp of authority for the facts, while

it fully bears out my view of them, that I arn in-

duced here to extract the following passages from it.

"When I came to London on the 2nd of October, I found the

whole city in a state of the greatest excitement and alarm. For
one day, the continuation was at the rate of 60 per cent, per
annum. I certainly never passed through so painful and
anxious a period as the three weeks which succeeded that day.

My time was occupied in seeing persons of all descriptions from
the moment I came down in the morning until I went to bed at

night. Parties came to me, and represented that it was per-

fectly impossible that the loans could be repaid to the Bank ;

that if the Bank relied upon such repayment for the payment of

the dividends, they would be disappointed ; that the Bank dared

not sell the securities on which the advances had been made,
and consequently, that it was impossible that the public credit

could be maintained during the next week. What, however,
was the fact ? The next week came, and the loans were repaid
almost without an exception.* During the whole of this period,

* If it is meant by this remark of the Chancellor of the Ex-

chequer that the representations were exaggerated, the simple
answer is, that alarm is prone to exaggeration ; and the very
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the Governor and Deputy-Governor of the Bank acted with
extreme prudence and discretion, in dealing with these loans,
and it is satisfactory to know that, on the whole, they were very
punctually paid ; it is also a most remarkable thing, that at this

period to which I am alluding, the Bank notes taken out of the

Bank in the first four days of the payment of the dividends,
exceeded only by 300,000/. the amount taken out in the four

corresponding days of the preceding year. It is an extraordinary
fact, that in such a crisis, when the need of additional Bank notes

is represented to have been so extreme, parties who might have
claimed 7,000,OOOl. from the Sank during theseJour days, drew

only 300,OOOJ. more than had been drawn in the four corre-

sponding days in 1 846.* Thus ended the week of the dividends.

On the following Monday the failure of the Royal Bank of

Liverpool took place, and the intelligence reached London just
at the moment when a better state of feeling was beginning to

exhibit itself. The failure of that bank is obviously attributable

to gross mismanagement. With a paid up capital of little more
than 600,000?., they lent, if I remember correctly, no less than

500,000?. to one house. Great apprehension was entertained

also respecting an eminent broker at Liverpool, who, however,
succeeded in obtaining assistance from the Bank of England.
On the Thursday of this week, so far as London alone was

concerned, there was every appearance of a somewhat better

state of things, but there was a very great change in the

character of the accounts from the country. The country had

always been the greatest cause of apprehension, and on the

Thursday, Friday, and Saturday, the accounts were very alarm-

ing. Another bank at Liverpool, called, I think, the North and
South Wales Bank, failed, and much anxiety was felt respecting
others, more especially those in commercial districts ; for, except
in one or two instances, the banks in agricultural districts were

comparatively easy. A bank at Abingdon, and another in the

West of England, however, failed, the latter of which it appears
will be unable to pay more than a small dividend. Other failures

also occurred elsewhere. Intelligence of the failure of a large
bank, the Union bank at Newcastle, was received on the Thurs-

day, and this caused a severe run on the District Bank in that

town.
" Allusion was made on a former evening to the manner in

which it is supposed that this bank obtained assistance, in con-

sequence of the interference of the government ; but I can only

alarm here described formed a very important symptom of the

disease for which the remedy was then sought.
* Is it possible to give a more striking instance of the fallacy

of all the reasonings of the currency theorists on the importance
attached to the amount of the note circulation as an efficient

cause of any of the phenomena of trade, and credit, and prices ?

VOL. IV. Y
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state that Mr. Richardson, the manager of that bank, came up
to London to solicit assistance from the Bank of England, and
returned without having obtained it. That in itself is sufficient

to satisfy any person that the case of that establishment was
not recommended to the favourable consideration of the Bank
of England by the government. It is true that the bank was
assisted to a large amount by the branch Bank of England at

Newcastle, the manager of which was Mr. Grote, the brother of

the gentleman of that name whom many gentlemen remember
with pleasure as a member of this house. Mr. Grote, fearful

of the ruin which the possible suspension of the District Bank
might cause in the neighbourhood, took on himself, the responsi-

bility of affording it*, to a very large extent, by advances on the

securities which they placed in his hands, the means of meeting
aformidable run which was made upon it on Friday and the

early part of Saturday. The measure was quite successful,
and in the afternoon of Saturday many of the parties who had
drawn out their money came to the bank and tendered it again
in deposit, and the credit of the bank, of whose ultimate sol-

vency there never could be a doubt, was re-established. About
this time the sense of danger was seriously aggravated by an

application for assistance to the Bank of Englandfrom some
Scotch banks. It has always been supposed that the banks in

that country rested upon so safe a footing that they were able

to take care of themselves, and that, consequently, it would
never be necessary for them to seek for assistance from the

Bank of England ; but on this occasion the application was

made, and certainly the statement laid before the Bank was of

a nature to excite alarm ; because, looking to the enormous
amount of the deposits in the Scotch banks, however solid and
sure may be the ultimate security of those establishments, the

temporary embarrassment of any portion of them could not

have failed seriously to aggravate the existing pressure in this

country. The Bank of England was pressed directly for assist-

ance from all parts of the country, and indirectly through the

London bankers, who were called upon to support their country

correspondents. The country banks required a large amount of

notes to render them secure against possible demands, not so

* What a reflection is this upon the Act of 1844, and upon
the reluctance of government to interfere ! Sir Charles Wood
takes credit for the fact that the government did not recommend
the case of the District Bank of Newcastle to the favourable

consideration of the Bank of England ; and he admits that but

for the boldness of Mr. Grote, the manager of the branch of the

Bank of England at Newcastle, the District Bank would pro-

bably have failed a failure which at that critical moment
would have caused ruin and confusion in that populous and im-

portant neighbourhood.
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much for payment of their notes, as of their deposits. Houses
in London were applying constantly to the Bank for aid. Two
bill-brokers had stopped, and the operations of two others were

nearly paralysed. The whole demand for discount was thrown

upon the hands of the Bank of England. Notwithstanding this,

the Bank, as I before said, never refused a bill which it would
have discounted at another 'time, but still the large mass of bills

which under ordinary circumstances are discounted by bill-

brokers, could not be negotiated.
"
During this period we were daily, I may say almost hourly,

in possession of the state of the Bank. The Governor and

Deputy-Governor at last said that they could no longer continue
their advances to support the various parties who applied to

them, that they could save themselves, that is, they could comply
with the law, but that they could not do so without pressing
more stringently upon the commercial world.

" At this crisis a feeling as to the necessity of the interposition
of government appeared to be generally entertained, and those

conversant with commercial affairs, and least likely to decide in

favour of the course which we ultimately adopted, unanimously
expressed an opinion, that if some measures were not taken by
the government to arrest the evil, the most disastrous conse-

quences must inevitably ensue. Evidence was laid before the

government which proved not only the existence of severe

pressure from the causes which I have stated, but also that it

was aggravated in a very great degree by the hoarding on the

part of many persons of gold and Bank notes to a very large
extent, in consequence of which an amount of circulation,
which under ordinary circumstances would have been adequate,
became insufficient for the wants of the country.

"
It was difficult to establish this beforehand ; but the best

proof of the fact is in what occurred after we interfered. As
soon as the letter of the 25th of October appeared, and the panic
ceased, thousands and tens of thousands of pounds were taken
from the hoards, some from boxes deposited with bankers,

although the parties would not leave the notes in their bankers'

hands. Large parcels of notes were returned to the Bank of

England cut into halves, as they had been sent down into the

country, and so small was the real demand for an additional

quantity of notes, that the whole amount taken from the Bank,
when the unlimited power of issue was given, was under

400,0001. The restoration of confidence released notes from
their hoards, and no more was wanted, for this trifling quantity
of additional notes is hardly worth notice. I think, therefore,
that I am fully borne out in the assertion, that the notes in the

hands of the public were amply sufficient for the purposes of

trade, but that their circulation was paralysed by panic ; and
this was the general purport of the representation which we
received. Parties of every description made application to us

Y 2
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for assistance, with the observation,
' We do not want notes,

but give us confidence.' They said,
' We have notes enough,

but we have not confidence to use them ; say you will stand by
us, and we shall have all that we want

;
do anything, in short,

that will give us confidence. If we think that we can get Bank
notes, we shall not want them. Charge any rate of interest yon
please, ask what you like.'

" Mr. Spooner :
'

No, no.'
" The Chancellor of the Exchequer : I beg pardon of the

honourable gentleman, but I may be permitted to know what
was actually said to me. I say that what I have stated was the

tenor of the applications made to me. Parties 'said,
' Let us

have notes ; charge ten, twelve per cent, for them we don't

care what the rate of interest is we don't mean indeed to take

the notes, because we shall not want them only tell us that we
can get them, and this will at once restore confidence?
"We have been asked, what was the change of circumstances

which induced us to act on Saturday, when we declined acting
a day or two before. I reply, that the accounts which we re-

ceived on Thursday, Friday, and Saturday, were of a totally
different description from those which had been previously

brought to us, and we were convinced that at length the time
had arrived when, in the words of Mr. Huskisson, in the pamphlet
to which I have already referred,

' the stagnant and straitened

circulation of the country wanted life and aid, and became every
day more embarrassed, whilst each new calamity, produced by
such a state of things, contributed to spread and increase the

general apprehension.' It was on Saturday, and not before,
that this conviction was forced upon us, and it was not till then

that we felt it necessary to sanction a violation of the law. I

took the greatest pains to sift the accuracy of the statements

which were made to me. / do not wish to deny that Iwas most

unwilling and reluctant to interfere, but 1felt that I should be

utterly unworthy of the office which I have the honour to hold,
if when the conviction was forced upon me that interference

was for the public good, I had hesitated for one instant to do
what I believed to be right in consequence of any opinions which
I might have formerly expressed.

"
Having determined to act, there was, of course, the question

in what mode we should carry our intentions into effect. I do
not mean that this question had to be considered after we had
determined to act, for very soon after my arrival in town it be-

came my duty to consider the matter, and we that is my
noble friend and myself had made up our minds as to the best

course of action. I should have been glad if we could have
taken any course which would have been equally efficacious

without running the risk of infringing the Act of 1844."

The description thus given by Sir Charles Wood
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of the imminent perils which awaited any further

delay, and of the relief which so immediately
attended the application of the remedy, was evi-

dently intended to reconcile the more fanatical

of the adherents of the Act of 1844 to the neces-

sity of a conditional suspension of its provisions.
And their acquiescence was very reluctantly

granted. During the height of the pressure, their

language had been that of exhortation to the go-
vernment to be firm in its resistance to all appli-
cation for relaxation. They contended that, as

the existing distress arose from the extraordinary

expenditure upon railways, followed by the failure

of .the potato crop, entailing a great loss of the

national capital, no interference of government
could immediately supply that loss by the creation

of fresh capital; that it might, indeed, authorise

the Bank to create more notes, but that the effect

of thus creating and issuing more "
paper money

"

would only be to reanimate speculation in rail-

ways, and to raise prices, and by withdrawing gold
from the issue department, to endanger the converti-

bility of Bank notes. And that as to the existing dis-

credit, the numerous failures which had occurred

were the legitimate consequences of overtrading ;

and that to invoke a cessation or abatement of

the hurricane then raging in the commercial world,

would, if the prayer were granted, only delay the fall

of houses which, for the common good, ought to fall.

The late Mr. Windham, who was secretary at war

many years ago, is reported to have exclaimed I

forget the precise occasion "Perish Commerce,
live the Constitution!" The language held by
some of the currency theorists on this occasion,

might not unfairly be construed into " Perish

Commerce, live the Act of 1844 !

"

To the first of these objections to interference,
the simple answer was, that though the govern-
ment could not create capital, it might release that

Y 3
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which was withheld from use by the Act of 1844,
in the issue department. And the event proves
that none of the evils predicted followed the tem-

porary removal of the restriction.

With regard to the second objection, it may be

observed that the letter ofthe 25th of October, which
stilled the storm, did not save weak, or even pre-
serve from failure, or difficulty, some solvent, houses :

witness the failures and difficulties which unfor-

tunately marked the month following the 25th of

October. On the other hand, there cannot, I ima-

gine, be the shadow of a doubt that, if that relax-

ation had been withheld, there would have been,

during the week commencing on that day, a state of

things exceeding in the intensity of mercantile and

banking derangement and distress even that which
was felt during the memorable week following the

12th of December, 1825, of which I shall have to

give an account in the following section.

Sir Charles Wood, in his speech of the 30th of

November, entered into an elaborate statement of

the causes which had led to the extensive failures

which so disastrously marked the period from the

beginning of August to the end of November.* In

the main part of his exposition of those causes I am
disposed to concur. There can be no doubt that

the previous facilities of the money market, or, in

other words, of banking accommodation, led to an
unsound state of credit

;
and in no branch of the

commerce of the country has the extension and
abuse of credit been more signally exhibited, or

attended with more disastrous results, than in the

East India trade. There appeared in the Man-
chester Guardian of the 24th of November a very

* In the November number of the Bankers' Magazine, page
587, it is estimated that from the commencement of the month
of August last, the total amount of liabilities which would have
to be liquidated under the inspection of creditors, amounted to

17,000,000/. Other computations have been made, which raise

the estimate above 20 millions.
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striking account of the manner in which that trade

had, of late, been conducted. The whole of the

article is too long for insertion, but the following
extract from it will suffice for a general view.

" The India trade has been one huge system of credit. If

goods were bought in Manchester, by a house in London, they
were paid for by bills at six months' date ; and, as soon as

shipped, an advance was obtained again by a bill at six months
for a large part of the first cost, by the consignee, who, again, in

his turn, not unfrequently drew upon the house in India, against
the bills of lading when transmitted. The shipper and the con-

signee were thus both put in possession of funds, months before

they actually paid for the goods ; and, very commonly, these

bills were renewed at maturity, on pretence of affording time for

the returns in a '

long trade.' Moreover, losses by such a trade,
instead of leading to its contraction, led directly to its increase.

The poorer men became, the greater need they had to purchase,
in order to make up, by new advances, the capital they had
lost on the past adventures. Purchases thus became, not a

question of supply and demand, but the most important part
of the finance operations of a firm labouring under difficulties.

" But this is only one side of the picture. What took place in

reference to the export of goods at home, was taking place in

the purchase and shipment of produce abroad. Houses in India,
who had credit to pass their bills, were purchasers of sugar,

indigo, silk, or cotton, not because the prices advised from
London by the last overland mail promised a profit on the prices
current in India, but because former drafts upon the London
house would soon fall due, and must be provided for. What way
so simple as to purchase a cargo of sugar, pay for it in bills upon
the London house at ten months' date, transmit the shipping
documents by the overland mail ; and, in less than two months,
the goods on the high seas, or perhaps not yet passed the mouth
of the Hoogly, were pawned in Lombard Street, putting the

London house in funds eight months before the drafts against
those goods fell due. And all this went on without interruption
or difficulty, as long as bill brokers had abundance of money
' at call,' to advance on bills of lading and dock warrants, and
to discount, without limit, the bills of India houses drawn upon
the eminent firms in Mincing Lane. But the first breath of dis-

credit, the first great scarcity of money, has thrown the entire

system into confusion. The first link that broke shattered the

whole chain to pieces. But we fear, that in the fall, many
houses deserving a better fate, actuated by more legitimate
and bona fide motives, have been carried away in the common
wreck."

That there has also been a great deal of reckless-.
T 4
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ness in other branches of trade, has been made but

too manifest by the painful disclosures to which so

many of the late failures have led
;
and that busi-

ness, so conducted, must inevitably have a ruinous

result cannot but be admitted. Accordingly, Sir

Charles Wood is quite triumphant in replying to the

persons whom he considers as asserting
" that those

failures were occasioned solely by the stringent

operation of the Act of 1844." But I have never

heard any one having the slightest acquaintance
with commercial affairs allege that as the sole, or

originating, cause of the extensive failures which
have recently occurred. He is, therefore, when

rebutting that charge, fighting with a shadow, a

very convenient mode, according to approved par-

liamentary tactics, of diverting attention from a

weak point. The charge against the act is not

that it was the originating cause, but that it

greatly aggravated the operation of all the other

existing causes of commercial failures and dis-

tress. And it would pass my comprehension to

conceive how any person of competent under-

standing and knowledge could doubt that such

must have been its effect, were it not that I am
fully aware of the operation of a sectarian feeling
for a theory, in blinding those who are under its

influence to the most palpable evidence of reasoning
and facts, if these are found to militate with the

doctrines of the sect.

According to the view which I have endeavoured
to present, and which, I believe, to be perfectly

correct, the operation of the Act has been to con-

vert what would have been a moderate rise in the

rate of interest, in April last, into an intense degree
of panic, entailing most ruinous sacrifices of pro-

perty. These sacrifices must have fallen with

peculiar weight on the houses which stood most
in need of credit at that critical period, and cannot

have failed to deepen the insolvency of those which
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were then insolvent, and also to weaken many which
were solvent at that time, in such a degree, as to

insure their fall in the second, and still more
violent shock in the autumn

;
so that, in that second

shock, which was distinctly attributable to the
absurd provisions of the Act, several houses fell

which otherwise would have stood.

Without, however, dwelling more upon these

points at present, I propose to institute a compa-
rison between the monetary derangement which
has so fatally characterized the year 1847, with
the ever memorable one of 1825. Lord Ashburton,

writing in May last, when the phenomena of the
shock just then subsiding were alone under ob-

servation, expressed his opinion that there were

strong traits of resemblance between 1825 and
1847. Whatever may then have been the points
of similarity, they are much more numerous, and

strongly marked, now that we have the lamentable
features of the commercial distress of last autumn
to add to the picture.

SECTION 18. Comparison of the Crises of 1825
and 1847.

In 1825 there was only one period ofpanic.
In 1847 there were two such periods, broadly

distinguished.
In 1825 the Bank of England did not vary its

rate of discount from 4 per cent, per annum (for all

admissible paper), nor the term of the bills, during
the whole progress of the drain upon its treasure,
till the 13th of December, when the rate was raised

to 5 per cent, per annum; but this advance was

accompanied by an extraordinary extension of the

amount of accommodation.
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In 1847 the Bank of England varied its rate

of discount thirteen times*
;
but the published rate

was only a minimum, and the variations of the

actual rate charged, according to the number of

days the bills had to run, (in no case exceeding

ninety-five,) and their quality, were doubtless

much more numerous
; and, at one time, the total

amount of paper, admissible for discount, was
limited. And in several of the instances, the rise of

rate was accompanied by restrictive conditions.

In 1825 the speculations were for the most part

* The following is a statement of the alterations of the Bank
rate of interest in the course of 1847. On the 1st of January,
1847, the notice of the 27th August, 1846, fixing the minimum
rate at 3 per cent, per annum on 95 days' bills was still in

force :
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in loans and mining adventures, and other invest-

ments abroad.

In 1847 the speculations were chiefly directed to

railways and other projected improvements at home.

In 1825 there was no importation, or none worth

mentioning, of foreign corn
;
but notwithstanding

the absence of this, which has been the frequent
cause of a demand for gold for exportation, the

foreign exchanges were so much depressed as to be
the cause of a nearly continuous drain on the

bullion of the Bank till near the end of the summer
of that year.

In 1847 the importations of corn, flour, and meal
were of unprecedented magnitude and value, and
were the immediate cause of the depression of the

exchanges, which led to a sudden and great de-

mand for gold for exportation. This ceased by
the end of April, and was slightly renewed in July
and August, but thenceforth ceased altogether.

In 1825 the foreign drain was not counteracted

by any operation of the Bank Directors*, which I

am ready to admit that it ought to have been.

It was suffered to run its course; and might
therefore be said to have ceased of its own accord

;

that is, by simple efflux, towards the close of the

summer.
In 1847 the foreign drain was counteracted by

the most violent efforts of the Bank of England ;

and ceased after the early part of August.
The two periods agree in the circumstance that,

after the demand for gold for exportation had

ceased, there supervened a drain upon the bullion

in the Bank by an internal demand for gold.
In 1825 banking failures, and a state of com-

Unless the sale of about one million in exchequer bills in

September be considered in that light.
See Mr. Harman's evidence, Bank Charter Report, 1832.
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mercial discredit, preceded and formed the earlier

stage of the panic.*
In 1847 the panic of April was not preceded, or

accompanied, or immediately followed by mercan-
tile or banking failures, or by any appearance of

commercial discredit. It arose from a rapid con-

traction of banking accommodation ;
and was aggra-

vated by the fear of still greater restriction from

seeing the narrow margin of the Bank reserve.

The panic of October 1847 had more features of

resemblance to that of 1825
; having been accom-

panied and much aggravated by commercial dis-

credit and distress.

When the two panics of 1847 were at their

height, the bullion in the Bank of England
amounted to about nine millions

;
whereas in the

crisis of 1825 it was reduced to about one million.

Both in 1825 and in 1847 the tendency to specu-

lation, and to an undue extension of credit, was

preceded, and probably caused, and most certainly
was favoured and promoted, by the low rate of

interest which had existed for some time previously;
and this low rate of interest was apparently pro-

longed, in each case, by the operations of the Bank
of England.
The greatest variation, on each occasion, in the

price of 3 per cent, consols was, from the highest,
28th of April, 1824, 97^, to the lowest, 14th Feb-

ruary, 1826, 73 ;
and from the highest, December

2, 1844, 101 (with div.) to the lowest, October

1847, 77|.
In the autumn and winter of 1824-5, the Bank,

when its stock of bullion was declining, when

*
Here, however, it is requisite to bear in mind an important

difference between the state of the bank-note circulation as it

was in 1825 and in 1847. At the former period, the small notes

of the country banks were still in circulation in England and
Wales ; and it was through this medium that the severest part
of the run was brought to bear upon the country bankers.
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already the spirit of wild speculation which reached

its acme a few months afterwards, was showing
itself, and when assuredly no increase of banking
accommodation could be really wanting, extended

its securities from 20,904,530^. on the 31st of

August, 1824, to 24,951,330/. on the 28th of Feb-

ruary, 1825.

It is true that the engagements between the

Bank and Government, which led to the greater

part of that increase, had been entered into*
while (January, 1824) the stock of bullion was

very large, viz. 14,200,000^. ;
but still the fact

remains that those operations prevented, or, at

least, retarded a rise in the market rate of interest.

If the Bank had not taken the dead weight, the

Government must have resorted to a loan. And
if the Bank had declined to engage to pay off the

dissentients on the reduction of the 4 per cents to

3^- per cent, either that measure must have been

postponed, or some equivalent must have been re-

sorted to. In either case there would have been
less facility in the money market

;
in other words,

some rise in the rate of interest
; which, at that

time, could not but have had a salutary effect in

checking, in some degree, the then rising spirit of

speculation.
The reduction by the Bank of its rate of in-

terest, immediately on the act of 1844 coming into

operation, and in accordance with what was then
understood to be the spirit of that act, had, as I

have before observed, the effect of extending the

railway speculations then manifesting themselves.

And there can be no doubt that the same facility
of banking accommodation favoured the undue
extension of credit, in other undertakings, both at

* The purchase of the dead weight annuity had been agreed
for by the Bank in 1823 ; and the undertaking to pay off the

dissentients from the reduction of the 4 per cent, stock to 3^ per
cent, had been entered into in January, 1824.
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home and abroad. Both in 1825 and in 1847 the

expansion of credit, the abuse of which caused the

commercial embarrassments of those periods, had,
in some degree, beert promoted by the conversion,
in the two or three years preceding, of a large por-
tion of the government stocks into lower deno-

minations of the interest payable on them.* In

such cases, a feverish anxiety is apt to prevail

among those who, rather than submit to the re-

duced rate of interest, have consented to be paid
off

;
and having been thus, in a manner, forced out

of government securities, they seek investments

which, while promising a larger income, involve

more hazard.

In 1825 there had been extensive speculations in

produce other than corn, both by purchases on
the spot, and, to a greater extent abroad for

importation.
In 1847 there were not, and had not recently

been, any speculations in commodities or produce
other than corn. There had been some speculation
on the short cotton crop of the United States in

1846, but it had ceased soon after the close of that

year (see page 71, ante). Corn speculations had
been engaged in to an enormous extent.

In 1825 the market rate of interest was lower,

exclusively of the period of panic, than in 1847 :

the higher rate in the latter year being mainly
attributable to the extraordinary absorption of

capital in railways.
In 1847 each of the two panics of April and

October was of longer duration than the single

panic of 1825.

In 1825 the great severity of the pressure can

hardly be said to have been of longer duration

than about three weeks. It may be considered

to have begun with the announcement of the

* The reduction of the new 3^ per cents, was effected in

1844.
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failure of the Bank of Sir William Elford and Co.

at Plymouth ;
but the greatest alarm arid dis-

credit occurred in the interval of about a fortnight,

ending the 19th of December. During that interval

the intensity of suffering was greater than in the

equal interval, ending the 23d of October, 1 847. The

following extracts from the file of the Times news-

paper in 1825, afford striking specimens of the

intensity of the panic, and the prodigious sacrifices

of property which were made, chiefly, it was

understood, by bankers, in order to sustain them-
selves against the suddenness of the demands then

made upon some of them.

"Friday, 9th Dec., 1825. (City article.) The failure of the

banking house of "Wentworth, Chaloner, and Co., of 25 Thread-
needle Street, was announced yesterday. The firm is identical,

we believe, with two banks in the country one at Wakefield,
and the other at York which will of course stop payment also,

as soon as the intelligence shall reach them. As a London house,
their business seems to have been chiefly confined to the agency
of the banks in Yorkshire, so that as far as the city is concerned,
its failure is considered an event of no great importance. In

the country, however, the calamity cannot fail to prove a very
serious one, as their local notes were in very general circulation

among the small manufacturers.

"Saturday, 10th Dec., 1825. (City article.) Yesterday
was a day of comparative tranquillity in the city, no commercial
disasters of importance having transpired, and men in general

finding consolation, as is usually the case, from the absence of

any thing detrimental. * * *

" It is understood that the panic produced by the failure of

Wentworth and Co. caused a run yesterday on several of the

London bankers, but they were all perfectly well prepared to

meet it, and no inconvenience whatever followed. * * *

" On the Stock Exchange the natural consequences of a quieter
state of things out of doors was produced. The market was

steady throughout the day, and whatever variation occurred,
both in the foreign and English funds, was chiefly in favour of

improvement. The only exception was in exchequer bills,

large amounts of which were sold by the London bankers.

"Monday, 12th Dec., 1825. (City article.) Consols for

the January account closed on Saturday at about one-half per
cent, lower than on the preceding day, having left off at 83^.
The market had been particularly buoyant in the early part of

the day, when the same stock reached 84. * * It appears
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that the extreme difficulty in procuring accommodation on com-
mercial bills (indeed, the scarcity of money was so great, that

discount was refused, in some cases even on Navy bills,) had

compelled many merchants and bankers to resort to the stock

market, where 3 per cent. Reduced, and Exchequer bills to a

very large amount were sold. The stock maintained its value,

notwithstanding the large amount poured in
; but Exchequer

bills fell to a discount of 35s.

"Tuesday, 13th Dec., 1825. (City article.) An indescrib-

able gloom was diffused through the city yesterday morning, by
the knowledge of the fact, previously suspected, that the house of

Sir Peter Pole, Thornton, and Co., of Bartholomew Lane,
bankers, did not open for business. The house was among the

most considerable in London, the firm being agents for no less

than forty-seven provincial banks. * * * It ought to be

observed, since the declaration can no longer be injurious, that

this is the house adverted to on a former occasion as having
received assistance from the Bank, on laying before the directors

such a statement of their affairs as was admitted at the time to

be satisfactory. The amount advanced by the Bank is said to

have been near 300,000^., and that sum, it was alleged, would
be sufficient to secure the house against any further danger.
In a week from that time, however, the firm has suspended its

payments.
* * * * The letters from the country brought

intelligence of the failure of two provincial banks, one at Hud-
dersfield, the other at Maidstone ;

the latter was one of the

agency banks of Pole and Co. * * * * An extraordinary
number of country bankers from all parts of England were in

town yesterday, either for the purpose of procuring specie and
bank notes as a protection against a run upon them, or to ascer-

tain by their own observations the state of affairs among their

London friends. Several of them were to be seen in most of

the leading banking houses, anxiously waiting their turn for an

interview with the principals.
* * * * The gloom without

doors, and the events which produced it, were sensibly felt at

the Stock Exchange. Such was the pressure to effect sales of

exchequer bills, that those securities not only fell to an enormous

discount, but the brokers who deal in them, and who are few in

number, became so much alarmed, that they closed their books,
and actually refused for a short time to engage in any transac-

tions whatever. At that period the current quotations were
505. discount, but some purchasers at that price having appeared
in the market, the brokers took courage, and business went on
as usual. The discount afterwards fell to 60*., and even on

those for which money may be obtained at the Exchequer at a

day's notice the discount was 25s., in other words, a holder pre-
ferred receiving his 1007. minus 25s. to-day, rather than wait

till to-morrow to receive his 1001. in full. India Bonds were
at 45s. discount ; Three per Cents. Reduced fell to 79, and
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Three-and-a-Half per Cents, to 84^ ; sales being particularly
pressed in those stocks, the books of which are still open for

transfers. The same facility, however, was given at the Bank
as was done on Saturday in making transfers of Three per Cent.

Consols ; and such transfers were effected to a large amount,
though at a sacrifice of 1 per cent, or more, as compared with

prices for the opening in January.
"Wednesday, 14th Dec., 1825. (City article.) The agitation

and alarm in the City have as yet experienced no abatement. At
an early hour yesterday morning it was announced that another
London banking house had suspended its payments.

* * *

Some of the houses in Lombard Street and its immediate neigh-
bourhood were also besieged with crowds of people on some false

alarm given a manreuvre, which appears to have been adopted
for the purpose of picking pockets. In one instance, as we have

heard, on Monday evening, a house which had closed its shut-

ters on account of the fog and lighted candles, was actually for

no other reason reported to have stopped payment.
* * * *

The difficulty of raising money on stock, bills, or any species of

security, whether private or public, is entirely without example
in the City of London. The rate of interest, wherever any
species of accommodation is afforded, cannot be estimated in

some cases at less than 50 per cent. As the usury laws form a
bar to ordinary transactions of this nature, various plans are

said to be adopted to evade their operation. For example, the

current price of Consols for the January account being 83, any
person wishing to convert that stock into ready money would
not obtain offers for it at more than 79. At that rate the money
for it is paid, and as soon as the transaction is completed the

purchaser can sell the same stock for the January account at 4

per cent, advance. He will receive his money for it in the

middle of January, and thus gain more than 50 per cent, per
annum for its use in the intermediate period.

* * * * In
the foreign exchanges an advance was produced by the scarcity
of money.

"
Thursday, 15th Dec., 1825. (City article.) Another day

of agitation and alarm has passed over the City. As early as nine

o'clock in the morning, the hour at which business commences in

the London banking houses, it was ascertained that two of them
had suspended their payments.

* * * * The Bank directors

assembled again yesterday, and displayed much energy in ad-

ministering to the relief of the persons who made applications in

various forms for assistance. Among the first of them was an

eminent country banker, who had been in town the whole of

Tuesday, vainly endeavouring to raise 50,0007, on securities

worth double that sum. * * * * The Bank directors have

also given way on a point respecting which they have hitherto

resisted all applications, viz., in lending money on the security
of Government or of Bank Stock, and large sums were yesterday

VOL. IV. Z
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advanced on such securities, particularly to country bankers,
who had to state that they were wholly unable to convert them
into money in the open market, except at enormous sacrifices.
* * * * 'phe Stc-ck; Exchange exhibited the same scene

yesterday as on the two preceding days. The interest of money,
as derived for the 'continuation' in stock, or the difference

between the price for immediate transfer and for the account,
was greater than in any former instance. A sale of Consols

for money was made at 76^*, when the price for the opening was

82|, which would yield interest at the rate of 70 per cent, per
annum.
"
Friday, 16th Dec,, 1825. At the Stock Exchange yesterday

afternoon a large amount of 4 per cent, stock, the books of

which are now closed for the dividends, was offered for sale.

The condition was, that it should be paid for immediately in

Sank notes, and a large sacrifice in the price would be made

for that accommodation. The bargain was struck at 93 ; but all

the money in notes the jobbers in that stock could raise ^vas

50,0001., though it had been intended to sell a much larger
amount. No doubt can be entertained, from the nature of this

transaction, that it was effected for a country banker, to whom
immediate supplies were indispensable : but the extraordinary

sacrifice made may be estimated when it is remarked that the

party could have sold the same stock for the next day at 97,
and probably at 102^ for the opening of the books in January.
The Bank, as usual, allowed the private transfer, the necessity
of which accommodation is now so fully established that it is

granted as a matter of course.

"Monday, 19th Dec., 1825. (City article.) It was reported
in the city, late on Saturday afternoon, that at the Cabinet

Council held on Friday evening, and which sat till near two
o'clock on the following morning, the determination was adopted
of suspending for a short time payments in specie at the Bank.
We cannot pretend to state that such was absolutely the case ;

and the false alarms which are circulated at this period require
that every piece of information should be very cautiously weighed
before it is given to the public ; but we receive this from a

quarter in which we are so accustomed, from long experience,
to place reliance, that we feel fully justified at least in mention-

ing it. Rumour adds that the measure is not only to be tempo-
rary, but that the power of acting under the suspension of legal

payments is not to rest solely with the court of directors, a

board of control being to be appointed to regulate the issues of

Bank notes.
" The sacrifices made on sales of Consols for money continue

to be enormous, and prove that there has been no abatement

* As this price included the dividend due in January, it

would be about 75 ex. div.
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hitherto of the unexampled scarcity of money in the City.
Late on Saturday afternoon a sale of Consols for money was
made at 77, the purchaser of which immediately sold them for

the opening in January at 81^, thus gaining 4 per cent, per
mensem for the use of his capital.

"
Tuesday, 20th Dec., 1825. (City article.) Yesterday

morning, at 10 o'clock, a letter from J. C. Herries, Esq., dated

Treasury Chambers, Dec. 17th, was read at the Bank, in which
notice was given that Government has raised the interest of all

exchequer bills outstanding to Id, per cent, per diem, and that

the increase is to take place from yesterday. It will be recol-

lected that the exchequer bills of a particular description, viz.,

those dated in October, November, and December, 1824, have
been callad in, the holders having the option of money, or new
bills at 2d. per cent, per diem. The advance of interest, there-

fore, becomes general over all the issue. It is evident, however,
that in the present state of the money market such an advance
must be perfectly nugatory, as was sufficiently proved yesterday
on the circulation of this notice, after which exchequer bills fell

to a discount of 80*. Indeed, had the interest been advanced to

3d. it is obvious that the bills could have found few purchasers
in a market where, owing to the exigency of the moment,
capitalists are enabled to make a profit of 50 per cent., and, con-

sequently, must have been at a discount. It had been far better,

therefore, to leave those securities in their present state, than
to betray weakness by thus altering the interest on them with-

out effect.

"Wednesday, 21st Dec., 1825. (City article.) The im-

provement was pretty general yesterday in every description of

Government security. Consols for January opened at 79^, and
declined to 79^, but experienced shortly afterwards a rapid
advance to 80^, and after declining to 80, left off with a firm

appearance at 80^ buyers. In the 3^ per Cents, a very rapid
advance occurred, that stock having opened at 81|; then, with

scarcely any intermediate price, it rose to 85, and closed at 87.

The 3 per cents. Reduced left off at 79. Exchequer bills after

having been at 85*., closed at 25*. discount ; and India Bonds,
which opened at 75*., closed at 25*. discount."

On the state of things in 1825, the following
remarks by Lord Ashburton, who was called into

counsel with the government on occasion of the

extreme pressure felt in December of that year,
cannot but be allowed to be of great interest.

" The withdrawing of the metals from the coffers of the Bank
will be determined by one of two causes :

z 2
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"
1st. Either by a panic and distrust, commercial or political,

within the country ; or,
"
2ndly. A demand to send them abroad, in consequence of

an unfavourable state of the foreign exchanges." In 1825 the drain was entirely of the former description.*
The exchanges were favourable

; there was no demand upon us

from abroad
; but the Bank was exposed, not to a partial drain,

but to being completely exhausted and run dry ;
and as I was

on that occasion called in to counsel with the late Lord Liver-

pool, Mr. Huskisson, and the Governor of the Bank, the symp-
toms and their treatment are very distinctly in my recollection.

The case was this. Adventures of the most wild and hazardous

description, assisted, though it can hardly be said that they were
created, by facilities given by the Bank, were followed by an
entire prostration of the credit of all parties, with the single

exception of the Bank of England. Private bankers in town
and country fell in numbers, and the panic naturally consequent
on such a state of things produced a rush upon the most wealthy
and solid establishments by all who had claims upon them,
either by holding their notes or as depositors ;

and it is worthy
of remark that the claims of the depositors were always the
most formidable. They called for their hundreds, while the
holders of notes, though more numerous, came for single pounds.
This sudden alarm, stopping in the first instance all circulation

of credit, obliged every country banker to draw from London
all the sovereigns out of the Bank ; and the extent of their de-

mand will be best explained by the statement of one of the

most wealthy and respectable of those bankers to me, that he
could not sleep till he had gold in his house for every note he
had out. It may well be supposed that this was not accomplished
without great sacrifices ; but to a banker no price is too dear
for the maintenance of the purest credit, and even at this mo-
ment the public will never know the individual losses occasioned

by the present pressure : these are secrets which few are able to

make public with impunity.
" The gold of the Bank was drained to within a very few

thousand pounds ; for although the public returns showed a
result rather less scandalous, a certain Saturday night closed

with nothing worth mentioning remaining. The application
made to Lord Liverpool was for an Order in Council to do that

which necessity seemed about to accomplish the suspension of
cash payments ; and this gave rise to the conference I have
mentioned between Lord Liverpool, Mr. Huskisson, the Governor
of the Bank, and myself.

" We recognised at once the following facts in this case for,

as has been already observed, the position of things in cases of

alarm and pressure are seldom or never exactly similar.

* This is not quite correct. The exchanges were adverse,
and the demand was from abroad, till after July.
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" The credit of the Bank for all domestic purposes was per-
fect. There was no man in the country who was not ready to

take its paper as a means of circulation, and to give even his

gold for it, the moment he was assured that his neighbour would
take it from him again. The gold was not wanted to send
abroad

; the state of the foreign exchanges forbade it ; there

was, therefore, no fear of depreciation of paper. The necessity
and pressure were purely domestic : what was wanted was

something which everybody was disposed to trust as a substitute

for what everybody distrusted ; and the paper of the Bank of

England answered in such a state of things the purpose as well
as gold it may be said to have done so even better, as being
more transmissible, and reaching more readily and rapidly the

points where it was wanted.
"In this state of things the remedy for the difficulty was

obvious, and unanimously agreed to by us. Although the Bank
had no specie left, a large additional issue of notes was made,
and about 1,500,OOOZ., of those of 11.*, which were accidentally
found to be in existence, were circulated : the relief was imme-
diate, the country received a circulating currency in which

everybody had entire confidence, and the useless gold was re-

turned to the Bank. The notes by this proceeding were in-

creased from 19,748,000^. in December, 1825, to 24,479,000^.
in March, 1826 ; and having served to relieve the pressure,

they gradually subsided before the end of that year to their

ordinary amount again of 19,951,000^., while the bullion in the

Bank was successively increased by this increase of paper in

opposition to the theory of 1844, which presumes from such
cause a necessary diminution.

" It is hardly necessary that I should guard myself from being

supposed to maintain that an increased issue of paper is an in-

variable remedy against a drain of specie ; but what I do main-
tain is, that it was the fit remedy for that particular case, and
that it was undeniably proved to be so by the result, while a

contrary treatment might have suited a drain caused by adverse

exchanges. But the Act of 1844 says that all cases of drain

shall be treated in the same manner ; that there shall be no dis-

cretion or judgment allowed as to causes ; and my reason for

dwelling so long on the case of 1825-6 is to substitute for

speculative reasoning a clear proof that the Act of 1844 not

only would not hare suited that case, but would have aggravated

* The amount of 1L notes immediately applicable did not

exceed the sum of 700,OOOJ. to 800,000/. There had been an
amount of near 400,000/. long outstanding, and apparently not
in circulation ; and further sums were prepared and issued in

the spring of 1826, making the amount altogether between

1,500,000^. and 1,600,000/.
z 3



342 CRISES OF 1825 AND 1847.

all the difficulties ; that it consequently is not of universal

application, and therefore cannot, without danger, be suffered

to govern indiscriminately our circulation.
" I think I might stop here, and hold that I had proved

enough by positive facts and results, and not by mere brain-

spinning, the fallacies on which this Act is founded. Its ma-

chinery does not suit the case of pressure on the Bank from
domestic distrust and panic, and these must always be a large
and formidable portion of our monetary visitations. It may
also be shown, though perhaps not by the same pregnant proof
from past facts, that it is not always suited as a remedy for the

other causes of a drain of the Bank's coin. It must be admitted

that the difficulties under which we are now labouring have no
reference to the causes I have before mentioned of domestic dis-

credit existing in 1825
;
on the contrary, the commercial credit

of the country is truly said to be more than usually sound*, but

the circulation of that commerce never was more severely dis-

tressed, and that mainly by the operations of the Bank, acting
under the terrors of the law by which it is fettered." (Finan-
cial and Commercial Crisis Considered, pp. 11 1 5.)

From this statement by Lord Ashburton, it

might seem that the measure carried into effect by
the Bank of England, on the 13th of December, of

granting an enormous and almost indefinite exten-

sion of accommodation in the way of discounts

and advances, was not only sanctioned but sug-

gested by the Government. According to the

evidence of Mr. Harman and Mr. Palmer, however,
the Government took no responsibility, but threw
the whole of it on the directors. But whether the

design of the measure originated with Government
or with the Bank directors, the merit of it was very
great. It was as judicious as it was bold

;
and it

proved to be eminently successful. There cannot,
I think, be a doubt, but that it averted the neces-

sity of a suspension of cash payments.
The lowest amount of the Bank treasure was, on

the 24th of December, viz.

Coin - - -
426,OOOZ.

Bullion- - - 601,000^.

1~,027,000/.

* This was written early in May, 1847.
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But according to the evidence Of the governor of

the Bank*, the demand had so far ceased by the

seventeenth of that month, that the directors

thenceforward felt easy.
The accidental discovery (for such it was said

by Mr. Harman, in his evidence in 1832, to have

been) of an amount of IL notes, which had been

put away in the Bank, was, doubtless, a fortunate

circumstance
;
for although the sum was not large,

(between 7 and 800,OOO/.,) it served to meet the

peculiar difficulty of that time, which consisted in

an extensive discredit of the small note country
circulation. And it is probable that it had an

immediate, and very great effect in stopping the

demand from the provinces for gold. Alone, how-

ever, it would have availed but little towards

relieving the intensity of discredit and distress

which prevailed in London, and in the great

trading and manufacturing towns of the kingdom.
The measures of the Bank for relieving these were
on the largest scale. Discounts, loans, and ad-

vances were made upon all descriptions of secu-

rities that had any pretension to solidity. Upon
this point I may cite the evidence of Mr. Harman f,

who was a director at that time.

"2217. Will you describe the manner in which the Bank
lent its assistance at that time ? We lent it by every possible

means, and in modes that we never had adopted before ; we
took in stock as security ; we purchased exchequer bills ; we
made advances on exchequer bills ; we not only discounted out-

right, but we made advances on deposit of bills of exchange to

an immense amount ; in short, by every possible means con-

sistent with the safety of the Bank
; and we were not upon some

occasions over-nice ; seeing the dreadful state in which the

public were we rendered every assistance in our power."

And of Mr. Horsley Palmer, who was also then
in the direction :

* Bank Charter Report, 1832, page 405.

f Bank Charter Report of 1832.

z 4



344 CRISES OF 1825 AND 1847.

" 583. You have stated, generally, that you conceive that

under circumstances of particular pressure in London, a Bank,
composed as the Bank of England is, of commercial men, could
afford facilities which a government bank could not afford do

you think that in the year 1825, at the period of the panic, if

there had been a government bank in existence, managed by
commissioners, they could have afforded the same facilities, and
would have been willing to have run the same risks to relieve

the credit of the commercial body in London that was done by
the Bank of England at that period ? I do not think it could

have been readily managed by commissioners, when I see the

magnitude of the aid which was given on that occasion. I see

from the paper in my hand, that upon one occasion, on the 8th

Dec., 1825, the discounts of the Bank were seven millions and a

half; on the 15th they were eleven millions and a half; on the

22nd, the next week, they were fourteen millions and a half ;

and on the 29th they ivere fifteen millions. The number of
bills discounted in one day were 4200.

" 584. Can you state how low the amount of commercial dis-

counts was before it rose to that emergency ? On the 3rd of

November they were 5,000,0007.
"585. So that they rose from 5,000,0007. to 15,000,0007.?
Yes.
" 596. Did not the Bank in 1825 and 1826 run considerable

risks with regard to the securities they took, looking rather to

the relief of the money market, than examining very closely
into the securities they received ? From the magnitude of the

advance some considerable risk must necessarily have been in-

curred, but I cannot state what the actual loss was.
" 597. Do you believe that it runs a risk greater than was

likely to have been undertaken by private individuals in dis-

counting ? Certainly ; inasmuch as advances were made upon
the simple deposit of title-deeds, without having the power of
examining them, relying upon the credit of the parties to whom
the property was stated to belong."

The effect of this seasonable aid was soon felt in

the removal of the more urgent symptoms of the

distress and discredit, which were, at that time,
felt chiefly among the bankers, both in town and

country, and which entailed such enormous sacri-

fices as we have seen in the sales of Government
stocks and exchequer bills.

The vast extent of accommodation thus afforded

by the Bank, accompanied with an additional

increase to its circulation of more than eight mil-
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lions*, had not only no depressing effect on the

foreign exchanges, but was attended with a great
rise of them.f

While, however, this intervention of the Bank of

England was so effectual for its object of filling the

chasm in the circulating medium caused by so

extensive a failure of credit, it did not operate
as a preventive of mercantile failures. These were
numerous and extensive in January 1826, and con-

tinued into February. Urgent applications were
made to Government to relieve the mercantile dis-

tress by loans of Exchequer Bills. This they
steadily refused to do. But as some compensation
for their refusal, they induced the Bank, with con-

siderable difficulty, to consent to make advances,
to the extent of three millions, on goods in ware-

houses at Manchester, Glasgow, and some other

considerable towns. The amount, however, ad-

vanced in this way was less than 400,000/. (See

Appendix to Bank Charter Report, p. 43. )

I have been induced to dwell, at some length, on
the circumstances attending the great monetary
derangement of 1825, not only because a com-

parison between that period and 1847 is frequently
* Dec. 3rd 17,477,290

10th - - 18,037,960
17th - 23,942,810
24th - ... 25,611,800
31st - - - - - " - 25,709,410

f The following were the exact quotations :

Dates. Hamburgh. Lisbon. Paris.

1825. 3 days, at

Nov. 29. - - 37 1 - - - 25 25
Dec. 13. - - 37 9 - -

50^
- - 25 40

,, 20. - - 38 1 - - 50 - - 25 50
1 826.

Feb. 21. - - 37 10 - - 51 - - 25 70
March 28. - - 38 10 - - 51 - - 25 80

The sudden improvement of the Exchange in December' is

fully accounted for by the difficulty of negotiating bills at almost

any price. The same thing occurred, but in a more marked

degree, in October, 1847.
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drawn, but because it affords me an opportunity
of observing, that I am ready to confess that in the

view which I took, in some former publications of

mine, of the conduct of the Bank on that occasion,
I hardly did justice to it. I admitted, indeed, that

it was successful. That of course, could not be

denied. But I expressed myself with hesitation

as to its wisdom, considering it to have been

empirical, hazardous, of doubtful precedent, and

justified only by the event. Looking back to the

period, now twenty-two years ago, when I first

commented upon that measure, in a rather dis-

paraging tone, and to a more recent period, now
more than ten years since, when I had again occa-

sion to remark upon it, less disparagingly, but not

fully approving, I consider myself entitled to plead
the lapse of time, and the experience derived in the

interval, as my justification for the more unqua-
lified approbation which I now give to it. And
if I had been more doubtful than I was, down to

the year 1847, of the soundness of the grounds
on which the Bank had proceeded in December

1825, the events of October last would have been
sufficient to remove from my mind whatever doubts
I might, till then, have retained.

At the time the measure was adopted, it might
fairly be said to be empirical, because there had been
no experience that could be considered as being
in point ;

and it was in contravention of the sound

general principle of banking which prescribes a

reduction of advances and discounts, in other

words a contraction of liabilities, as the means
of meeting increased demands for cash, by depo-
sitors or note holders. But when the experience
of 1825 was found to have answered completely
the exigencies of the case, and to have borne out

so fully the reasoning of Mr. Henry Thornton,
who had argued, both in his evidence before the

Select Committee in 1797, and in his Treatise pub-
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blished in 1802, that if the Directors of the Bank had
extended their accommodation at the close of 1796,
instead of contracting it as they did, the drain would
have abated, and the suspension been averted

;

a principle might be considered as established,

which, under analogous circumstances, should be
admitted as modifying or superseding the more

general rule. Mr. Thornton's argument, and the

precedent of 1825, of course proceed upon the as-

sumption that the foreign exchanges happen to be

such as to preclude a demand for export of gold ;

and that there exists a state of general discredit

from which the Bank of England is wholly exempt;
thus distinguishing an internal demand for Bank
of England notes or gold from an external demand
for gold only.

If the Bank Directors in 1825, having committed
the errors which led to the too great reduction of

their treasure by the foreign drain, down to the

autumn of that year, had, when the foreign demand
for gold was found to be at an end, and when it had
become manifest that the demand for gold was for

the purpose of meeting the effects of discredit of

the country banks, determined to extend their

accommodation two or three weeks earlier, it is not

improbable that the severity of the subsequent
pressure might have been materially mitigated.

In the case, in many respects parallel, of October

1847, the indication was, if possible, still more

clear, in favour of extended accommodation by the

Bank of England, more especially as having in

its vaults upwards of eight millions of bullion.

There was no external demand for gold. The

exchanges had, for some time, been so favourable,
that the Bank had been enabled to buy, since

April, about two millions of gold, which had all

been withdrawn from it for purposes of internal

circulation. But the gold was not wanted in

exchange for Bank of England notes. These
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were equally in demand to supply the vacuum
caused by the discredit, greater or less, of all

other paper. But precisely in proportion as the

demand for its notes proved that its intervention

was necessary, the restrictive operation of the act

of 1844 diminished the power of the Bank to

supply the deficiency of the circulating medium.
If the Bank, at the beginning of October, when the

legitimate and pressing wants of the internal cir-

culation became manifest, had extended its accom-
modation (as but for that act it probably would
have done), there can be no doubt that, with
an increased circulation of its notes, it would have
had an accession to its treasure. And great, indeed,
would have been the mitigation of the suffering
which prevailed through the whole of October, had
the Bank been in its former position, and conse-

quently, with such an amount of treasure, enabled

to grant the utmost assistance that the nature of

the case required.

SECTION 19. On the Defence of the Act of 1844,

by Sir R. Peel, in his Speech of the 3d of De-

cember, 1847.

Having passed under review the working of the

act of 1844. and having stated the grounds on which
I consider it to have operated injuriously, in favour-

ing an undue extension of credit during the first

two years after its enactment, and in greatly aggra-

vating the causes of the monetary pressure, and the

collapse of credit which have so disastrously cha-

racterised the year 1847, I deem it right to lay
before my readers Sir Robert Peel's vindication of

his part in originating that measure, and his view
of its effects, now that the cycle of events is so far
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completed as to throw the full light of experience

upon its operation. I shall, with this view, give
extracts of so much of his speech of the 3d of

December last (as reported in the Times} as related

to these points, with my remarks upon them.

The considerations which led Sir Robert Peel to

propose to Parliament, in 1844, the measure which
he so triumphantly carried, are thus stated by
him:

" I now come to the Act of 1844, and to the doctrines held by
the right honourable gentleman who most ably presided over

the committee which then inquired into and reported to the

House on the subject which now engages our attention. The
Bank Charter was then about to expire ; some proposition it

was necessary to make as to the renewal of that charter, and it

was then perfectly competent to us to relieve ourselves from any
direct responsibility respecting that and the other measures
which were then necessary for the regulation of the currency.
I need scarcely remind the House, that in the year 1844 it be-

came necessary to propose to Parliament a specific measure,
and I now want to call the attention of the House to this, that

in the five preceding years five committees sat for the purpose
of investigating this subject, of collecting information and re-

porting their opinions thereupon to the House. Those commit-
tees sat in 1836, in 1837, in 1838, in 1840, and in 1841 ; still, not-

withstanding their minute and protracted inquiries, I have
heard it said that the subject has not been exhausted, and that

the measure of 1844 was not based upon a sufficient inquiry.
Yet antecedent to the measure of 1844 there was an amount of

inquiry on the subjects of currency and banking which it is

difficult to look at without surprise. I find that by the first of
these committees as many as 3000 questions were put ; thus we
have in the year 1836, 3000 questions and 3000 answers; in

the next year, 1837, the committee which then sat, put 4570

questions and received as many answers ; but that did not seem
to be sufficient, for we have in the year 1838 a further supply
of questions and answers to the extent of 1700 of each, and yet
with no practical result from those apparently endless investi-

gations ; then, in the year 1840, as the period at which the
Bank Charter must expire drew near, a committee was appointed,
over which the right honourable gentleman the Chancellor of
the Exchequer presided with great ability. In 1840 the com-
mittee, as I have said, to consider the subject of banks of issue
was re-appointed, and up to that time as many as 9000 questions
were put, and then in 1841 we had 3859 questions, to each of
which long and reasoning answers were received, and which at

length reached a total of not less than 14,000 questions, and at
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that time we had the labours of another committee closing with-
out any practical amendment having been effected or proposed.
It might then at all events have been expected that the theory
of this subject would have been clearly established. The com-
mittees had examined Mr. Tooke, Mr. Jones Loyd, Mr. Horsley
Palmer, and Mr. Page.

" It was then decided to apply to Her Majesty's servants to

submit to Parliament measures for the regulation of the currency
and for the renewal of the Bank Charter : they invited the

House of Commons to come to some practical decision on the

subject, and I must be allowed to say, with respect to the

measures then proposed to Parliament, there was not within

my recollection aray question of importance carried by a larger

majority on no occasion did more than thirty oppose the pro-

gress of that measure, and in the House of Lords it was carried

unanimously. I, therefore, affirm that the House of Commons
after the means of information placed within its reach

after looking at the control which it might have exercised

cannot now say, that for light and inconsiderable reasons it was
induced to give its consent to the bill which the advisers of the

Crown then thought it their duty to introduce."

The remark that most naturally occurs on this

statement is suggested by the obvious disposition of

the speaker to dress up the case. The chief purpose
is evidently to show that the course of proceed-

ing which had been usual when any legislative
measure was to be proposed affecting the Bank
of England and the banking institutions of the

country that of first seeking the aid of a Com-
mittee of Inquiry, appointed with special refer-

ence to the object in view was, in this instance,

superfluous.
There is a very elaborate statement of the num-

ber of years in which committees on banking sat,

and of the number of questions asked, and the long
answers received by them. But as to the commit-
tees of 1836, 1837, and 1838, they were appointed

solely to inquire into the joint stock banking sys-

tem, and their proceedings have scarcely any refer-

ence to the general subject. They undoubtedly
elicited a great deal of valuable information on

that branch of the subject to which their attention

was particularly directed; but I am not aware
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that they either sought, or obtained, any as to the

propriety or expediency of a measure calculated

to affect the paramount interests involved in the

great change introduced by the bill of 1844, or

that any thing they did, or failed to do, affords

any valid excuse for the introduction of such a

measure, without a previous inquiry by a com-

mittee, not only into the working of the existing

system, but into the probable operation of that

which was to supersede it.

The Committee of 1840 and 1841 was appointed

simply "to inquire into the effects produced on

the circulation by the various banking establish-

ments issuing notes payable on demand." The

grounds assigned for its appointment were, the

allegations contained in a petition from the Man-
chester Chamber of Commerce, relating to the state

of the currency. Nothing could well be more

vague than the object here proposed for the in-

quiries of the Committee, and seeing the vague-
ness of the object, and the mode in which the

inquiry was conducted, it is not to be wondered at

that the results were unsatisfactory.
A great part of the time and attention of the Com-

mittee in 1840 were taken up with examinations as

to mere verbal definitions and distinctions, and
their supposed consequences A more tiresome exhi-

bition of mere logomachy cannot easily be imagined;
and I will venture to say it cannot be equalled
in the instance of any other parliamentary in-

quiry. The committee became a mere arena for

conflicting theories, based chiefly upon arbitrary
verbal distinctions

; such, for instance, as whether

deposits, payable on demand, were, or were not,

money, or whether they were, or were not, capable
of performing the functions, and of thus superse-

ding the use, of metallic money ;
or whether, if they

possessed the properties of money, it was not in an

inferior degree. Mr. Hume was intent on showing
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the error of the currency theory on this point, and
some days were occupied in disputation upon it.

In my examination* a great deal of time, and a

multitude of questions, were expended in repeated
efforts by the members of the committee, professing
the creed of the currency principle, to obtain from
me an admission that it was upon the circulation,
and not upon the securities, that the Bank ought to

act in its endeavours to counteract a drain
;
and

whatever may be the merits of my answers, the

event proves that they made not the slightest

impression on those who used so much time and

pains in obtaining them. It is a striking circum-

stance, that the committee of 1840 elicited hardly

any facts, or any information of value, on the

practice of banking, either in the metropolis, or

in the provinces. And it may be observed, in-

cidentally, of the avowed adherents of the currency

theory, that their views, whether enunciated in

their evidence before this committee, or in their

writings, or in their speeches in parliament, betray
an extraordinary paucity of illustration by refer-

ence to facts, or to occurrences in the actual course

of banking or mercantile business.

The examinations in 1841, although not occu-

pying half the time, or marked by half the number
of questions, or length of answers, distinguishing
those of 1840, are pregnant with useful informa-

tion. But it seems to have been thrown away
upon Sir Robert Peel. The only quotations he made
from that evidence were those in which the country
bankers stated that they did not, and could not,

regulate their issues, that is, their notes in circula-

tion, by the foreign exchanges ;
which might have

led him to the inference that neither could any regu-
lation by government make them so conform. And
the opinion which he gave in his expository speeches

* See extracts from my evidence in the Appendix.
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in May 1844, of the influence of the competition of

issue among the country bankers in raising prices,
is directly opposed to the whole of that evidence.

Sir Robert Peel says of this committee of 1840
and 1841, that having reached the extent of 14,000

questions, it closed
" without any practical amend-

ment having been effected or proposed." But he
does not say why it so closed. The fact was that the

labours of the committee were terminated abruptly
by the dissolution of parliament, in June 1841,
without their having had the opportunity of dis-

cussing, and concluding upon, the terms of a report
founded upon the evidence they had received. The

committee, upon its functions being thus abruptly
and prematurely abridged, made the following brief

report, under date of 15th June, 1841 :

" With respect to the great questions involved ia their inquiry,

they feel that before the probable period of the termination of
this session of Parliament it will be impossible for them to give
that consideration to the many and important points suggested
in the evidence already before them which would enable them
to report any well-grounded opinion to the House. They are

aware that some disappointment may be caused by the circum-
stance of no final report being made after so protracted an in-

quiry ; but on points of such importance to the ichole country,
and involving so many and such complicated interests, they can-

not allow thisfeeling to weigh against the necessity ofdue caution,
and thefullest deliberation in arriving at any conclusion.

" It will be for the House in the next session to determine

whether any committee shall be appointed, to whom the evidence

taken in this and the last session of Parliament shall be referred
for the purpose of framing a report either on that evidence or

after suchfurther examination of witnesses as they may think

necessary ; but in existing circumstances your committee con-

sider that the only course which they can pursue, is to report
the evidence which they have taken without further observation

to the House."

Hence it appears that it rested with Sir Robert
Peel on his coming into power he having it in

contemplation to propose an important legislative
measure upon the very subject the consideration

VOL. IV. A A
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of which had thus been left incomplete to re-

appoint such a committee, with instructions to

take into consideration the evidence of 1840 and

1841, and upon that, and such other evidence as

they might receive, to report their opinion of the

existing system, and of any improvements of which
it might be susceptible, by a separation of depart-

ments, or by any other means. Such a report,

although it might have proved to be more or less

dictated by the currency theory, seeing that the

chairman had become a proselyte to that doc-

trine, could hardly have thrown overboard, (as Sir

Robert Peel did,) every part of the evidence which
in any way militated with it.

By these remarks, I mean only that the reasons

assigned in the passage which I have quoted from
the speech of Sir R. Peel do not bear out the

objections stated in it to the usual course of proceed-

ing, on the occasion in question. It is quite true, as

Sir Robert Peel says, and as I had occasion to observe

before his recent speech was delivered, that the

measure was passed by a triumphant majority in

the House of Commons, and unanimously in the

House of Lords, and that, therefore, it is not com-

petent to parliament to hold him accountable for

any disappointment that may have been felt from
the working of the measure. It is beyond ques-

tion, that if any responsibility attaches, it is to

the legislature which passed the measure, as it

were, by acclamation. Viewing it then simply as

an act of the defunct parliament, I am entitled to

express myself freelyupon it, and I therefore venture
to say that it is, in my opinion, one of the most

wanton, ill-advised, pedantic, and rash pieces of

legislation that has ever come within my obser-

vation, upon a matter which I had taken some

pains to make myself acquainted with.

In the following passage of his speech, Sir

Robert Peel avows his disappointment in the failure
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of one of the three purposes of the act of 1844,
and throws the blame of its failure on the Bank
Directors.

" There seems to have been some misapprehension as to the

object contemplated by that Act : that which we contemplated
was that its future effect would be to prevent the recurrence of

those convulsions which had heretofore frequently taken place.
It had previously been thought, and might afterwards have
been expected, that the Bank of England would have taken

precautions against the ill-regulated issue of its treasure, and,

therefore, the bill contained no imperative regulation affecting
the banking department. We did hope that after the panic of

1826, after that of 1836, after that also of 1839, we did hope
that the Bank of England would have confined itself to those

principles of banking which their own directors admitted to be

just, but from which they had admitted their own departure,

though prescribed in part by their own regulations. In that

hope I am bound to acknowledge that we have been disap-

pointed. Seeing commercial difficulty coming, seeing ,the ap-

proach of a panic, they still did not conform to those regulations ;

commercial houses were swept away which had long been
insolvent

; other houses, which under different circumstances

might have proved perfectly solvent, suffered from the failures

of those whose inability to meet the demands against them was

previously well known. The Bill has not sufficed to prevent
these results, and so far, also, I admit that we have been disap-

pointed ; for the bill was intended to impose, if not a legal, at

least a moral restraint on the Bank, and we hoped that it would

prevent the necessity of having recourse to measures ofextreme

stringency. In that hope, likewise, I admit that we have been

disappointed ; for this I must contend, that it was in the power
of the Bank, had it taken early precautions, if not to prevent
all the evils that have arisen, at least greatly to diminish their

force. If the Bank had possessed the resolution to meet the

difficulty of a contraction of its issues by raising the rate of

discount, by refusing much of the accommodation which they
granted between the years 1844 and 1846 if they had only
been firm and persevering in those precautions, the necessity
for any extensive interference with their operations might have
been prevented ; it might not then have been necessary for the

Government to authorise that violation of the provision, the
sole end and object of which was to constrain the Bank of Eng-
land and prevent a recurrence of the panics of 1836 and 1839.

Here I think I may be permitted to refer to what I said on the
second reading of the Bill of 1844 : at the close of the speech
which I then made I thus expressed my opinions :

" ' The ministers were not wild enough to suppose that this

measure would prevent all undue speculation, or insure an
A A 2
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invariable paper currency ; but there was a species of specula-
tion dependent on an undue issue of paper which they hoped
the measure would check. Speculation could not be prevented
in a commercial community, but it might be aggravated by a

species of paper credit within the control of Parliament ; and

though ministers did not aim at checking legitimate speculation

though they admitted they could not prevent illegitimate

speculation which was, perhaps, necessarily incident to mer-
cantile enterprise, particularly in a country like this, still

they asked Parliament, by assenting to this measure, not to

aggravate evils which it could not control, nor refuse to check
those which came properly within its jurisdiction.'

"

Upon this avowal of the failure of the act, in

one of its professed objects, I have only to remark
that there having been no reasonable ground for

any one, not misled by the currency theory, to en-

tertain the expectation that any of the provisions
of the bill would secure that object, it ought not to

be matter of surprise or disappointment that it

has failed. But the attempt by Sir Robert Peel,
who held out that expectation, to transfer the

blame of the disappointment from his own Bill to

the Bank Directors has, indeed, excited my suprise,
and is, perhaps, calculated to excite a still stronger

feeling on the part of the public ;
at least among

that part of it which takes an interest in the pre-
sent subject, arid is not bigoted in its adherence

to what is called the principle of the act of 1844.

Sir Robert Peel is, of all persons whatever, the

one least entitled to condemn the Bank Directors

for the course they pursued between 1844 and
1846.

I have already, some pages back, (ante, page
296.) which were written before the debate of the

3d of December, noticed the satisfaction expressed

by Sir R. Peel, in 1845, at the state of things
then existing, and especially at what he then con-

sidered the favourable working of the Act of 1844
;

and there I observed upon the impossibility of his

being otherwise than well informed, not only at that

time, but down to the summer of 1846, of all the



DEBATE OF THIRD OF DECEMBER, 1847. 357

proceedings of the Bank. Now surely, interested as

he was, in every point of view, in having the act

properly administered, it was to be expected that

he would warn the governors, if he thought that

they we*re keeping the rate of interest too low, or

in any other manner contravening the admitted
"
principles of banking."
But, in truth, as I have before had occasion to

observe, until the flagrant failure of the Act became

manifest, nothing ever fell from its authors or par-

tisans, indicative of their attaching any blame
whatever to the conduct of the Bank Directors

;

either as to the rates of interest or discount charged
by them, down to the close of 1846, or as to any
other portion of their management.* And I have

* The following extracts from the City article of The Times
of the 31st of December, 1846, afford a fair specimen of the

tone held by the supporters of the Act, even after the setting in

of the drain which ultimately brought about its suspension : ;

" From the remarks which have been made every Thursday
during the past few months, it might be imagined that our

monetary system had of late years undergone no change, and
that the regulation of the currency still rested with the Bank of

England. Upon the breaking up of each court the question if

the rate of interest has been raised is asked with no less anxie y
than formerly, and the funds are affected, and speculators be-

come bold or timid, according to the answer. Opinions also

abound as to what would be the proper
'

policy' for the Bank to

pursue as varied and conflicting as those which used to prevail
before the Act of 1844. Everything, in short, tends to show
that the public, who when the Bank possessed the power of

controlling the currency never ceased to clamour for its removal
and to complain of the want of a fixed principle, prefer, now
that the removal has been effected, to recognise that establish-

ment as their guide, instead of watching the principle which
has been set up, and which is daily in unnristakeable operation
before their eyes.

" In this state of things it may be well to call attention to

the fact that the Bank can now exercise no influence over the

value of money, save such as, in their degree, may be exercised

by all other capitalists. If the current rate be 3 per cent., a

resolution of the Court of Directors declaring that it shall be
3 L or 4 could have no effect in fixing it at that point. The only
result would be that those who now go for discounts to the

A A 3
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already shown how little aware, even the present
Chancellor of the Exchequer was, of the impending
pressure, till the end of March 1847.

It is now, for the first time, that we hear of " the

ill-regulated issue of its treasure by the Bank ;" and

though perfectly new, it is any thing but a clear de-

scription of what appears to be meant. The only

Bank would then take their bills into the market ; and the Bank,
instead of letting out their funds in the usual waj, would have
to seek other channels, or would find them disappear by a

reduction in their deposits. It will easily be seen that such a

course is not likely to be adopted by a body whose only duty is

to make as much as they can of the commodity in which they
deal * * *

" One great cause of the prevailing misconception is in the

fancy that the Sank still have duties to perform by
'

acting on
the circulation.' But they have no duties of the kind. Their

only responsibilities are such as they share in common ivith their

brother traders throughout the kingdom, and Messrs. Jones

Loyd, or Glyn, or any other bankers, might as well deem them-
selves called upon to attempt an interference with the natural

movements of money as the Bank of England. All that any of
these parties have to do is to take care of their own interests, and
to leave the currency, under Sir Robert Peel's Act, to take care

of itself.
* * *

" The Bank lives by lending, and it is its business at all times
to be satisfied with the market rate, and to look to nothing but

good security. Anything beyond this would be to attempt to

meddle with processes which it has been the great success of

modern statesmanship to place beyond its power of interference.
"
Taking this view, it will be expedient, when parties assert

that the Bank of England should have raised the rate of interest

at such a time, or lowered it at another, to ask why, when they
could only get 3 per cent, for their commodity, they should have
insisted upon having 4

; and also the grounds on which, when
they could get 4, they should refuse it, and content themselves
with 3. These would be speculative rather than sound business

proceedings, and it would be interesting to learn the principles
on which they could be defended.

"
Meanwhile, the advice, look to the foreign exchanges and

to the course of trade, cannot be too often reiterated. The
Bank, with a lingering dream of their old power, may still

announce their rates to the world as matters of importance ; but
the announcement cannot alter the real state of things, and those
who look to it and watch for it as a great sign will inevitably
find that they have been wasting their time, and that shrewder
observers have outstripped them."
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function of the Bank which had ever before been re-

garded by the currency theorists as of any im-

portance to the public, was that of regulating the

amount of the circulation. It may be seen in the

questions put to me by those who were on the com-
mittee in 1840, how strongly prepossessed they
were with the idea that it was by operating upon
the circulation alone, that the directors could, or

ought to, influence the exchanges. It was upon this

ground that they maintained, that if the circulation

were duly regulated by the issue department, the

public could not suffer from any want of judgment
in the regulation of the banking department.
Proofs that their opinions were precisely to this

effect might be collected from their evidence, and

subsequently from their speeches and their pam-
phlets, so as to fill a volume. Upon this topic,

however, though tempting, I cannot now afford

time or space to dilate
;
and shall only add that I

consider the charges brought against the Bank by
Sir R. Peel to be most unfair, and the reasoning by
which it is attempted to support those charges,

extremely inconsistent, and wholly inconclusive.

After thus avowing that one of the objects of

the bill which, at the time it was brought forward,
was dwelt upon as of the greatest importance, had

entirely failed, Sir Robert Peel proceeded to ob-

serve,

"I say then that the Bill of 1844 had a triple object. Its

first object was that in which I admit it has proved a failure,

namely, to prevent a panic and a confusion such as that which
has been obviated by the intervention of the Government ; but
there were two other objects of as great importance ;

the one

being to maintain and guarantee the convertibility of a paper
currency into gold, and the other to prevent the aggravation of
those difficulties which arise at all timesfrom undue speculation,

encouraged by an abuse of paper credit. In these two objects

my belief is that the Bill has completely succeeded. (Hear.)

My belief is that you have had a guarantee for the maintenance
of the principle of convertibility such as you never had before ;

and my belief also is, that whatever difficulties you are now
A A 4
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sufferingfrom a combination of various causes, those difficulties
would have been infinitely aggravated if you had not wisely
taken the precaution of checking the abuse ofpaper credit by an
unlimited issue of the notes of joint-stock banks and private
banks, such as the abuse which existed antecedent to the year
1844."

Two of the objects of the bill are here affirmed

to have completely succeeded: the one being to

maintain and guarantee the convertibility of a paper

currency into gold, the other to prevent the aggra-
vation of those difficulties which arise from undue

speculation, and the abuse of paper credit
;
and the

speaker goes on to say, that if it had not been for

the restriction of the bill on the issue of notes, the

difficulties which have arisen would have been in-

finitely aggravated.
With regard to the second of the two objects, the

affirmation is entirely unsustained by proof. On
the contrary, as all the subsequent declamatory
statements of the speaker tend to show, there was,
at the period referred to, an extent of speculation,
and an abuse of credit, such as it would require
an almost inconceivable stretch of the imagination
to suppose exceeded. And I have, in the preceding

pages, adduced reasons for believing that the bill,

according to the exposition of the spirit of it by
Sir Robert Peel, led to increased facilities of bank-

ing accommodation, and thus favoured, instead of

checking, the spirit of speculation already afloat.

As to the assertion that the difficulties which have
arisen would have been infinitely aggravated but
for the Act, it is so astounding so much the very
reverse of the inference which reasoning a priori
on the tendency of the bill under such circumstances,
would lead to, and of the evidence which experience
and observation afford of its actual operation, that I

must decline to meet it otherwise than by referring
to the description which I have given of the state

of things in April and October last. I confess

that I shall be infinitely surprised if, in the inquiry
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by the present committees, there can be obtained

any thing approaching to a confirmation of Sir

Robert Peel's views on this point.
I must here, however, guard myself against mis-

construction. In as far as the provisions of the

act of 1844 may be found to afford greater secu-

rity against the insolvency of banks, whether

issuing or non-issuing, they have my approbation.
The provisions of it to which I specifically object,

(besides those which divide the Bank of England
into two departments,) are those that limit the

amount of Bank notes which shall be in the hands of

the public. The grounds assigned for such limitation

of amount are, in my opinion, entirely unsound in

principle, and the operation of the restriction has

been, as I believe, productive ofgreat inconvenience,
both to bankers and to the public, without in

the slightest degree adding to the security of the

banks.

But waving further discussion of this part of

Sir Robert Peel's defence of his bill, I shall proceed
to remark upon his allegation of the success of

the first, and only remaining object, out of the

three which he had contemplated in the framing
of it. It seems, in fact, to be the only one now
relied upon by the partisans of the bill; the

other two having been gradually given up. I now
never hear any other answer, when they are asked

what they think of the operation of the Act, than

that it is calculated to prevent the suspension of

cash payments. Some, indeed, go so far as to add

that, but for the Act, the Bank treasure would have
been exhausted, and cash payments suspended in

the course of 1847 !

With regard then to the allegation by Sir Robert

Peel, that the Act of 1844 has afforded a better

guarantee for the maintenance of the principle of

convertibility than we ever before had, I have to

observe, that as it is unsupported, either by reason-
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ing or by facts, the opponents of the measure would
be perfectly justified in meeting it, simply by a

counter assertion, which cannot be better expressed
than in the powerful language of the writer of the

article in the Quarterly Review for June 1847.

"
By no contrivance could the great purposes of that Bill

(of 1819) be so effectually brought into discredit, or the per-
manence of the measure itself so seriously endangered as

by identifying it in any way with the Bill of 1844." (P.

273.)

It is my sincere belief that the principle of con-

vertibility is seriously endangered by the act of

1844. The opponents of that principle have un-

questionably gained ground in numbers, and in

plausibility of argument, by being enabled to refer

to the two tremendous shocks which the commerce
and industry of the country have sustained by
the endeavour, as they contend, (by the act of

1819, as well as that of 1844,) to maintain a system
which involves, and necessarily entails, the liability
to such convulsions. Now I hold that neither of

those shocks would, in all probability, have oc-

curred, but for the restrictions imposed by the act

of 1844.

My reasons for this opinion may be collected

from what I have already had occasion to say on
the working of that Act

;
and I shall presently en-

deavour to show, particularly, how, if the Bank
had not been divided into two departments, those

shocks might have been avoided.

In the mean time, let us revert to the assertion

of our having a better guarantee than we ever

before had for the maintenance of the principle of

convertibility ; meaning, of course, specifically, the

convertibility of Bank notes into coin on demand.
I will grant, for argument sake, that the guarantee
afforded by the Act is sufficient; (which I deny it

to be under all circumstances,) but it can only be
so on the supposition that the separation of de-
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partments should be considered inviolable. So it

was evidently intended to be
;
for it will be recol-

lected that Sir Charles Wood, in his speech, stated

how much alarmed he had been at an intimation

that a power of relaxation was to be confided to

the government.* Supposing perfect inflexibility in

*
Any admission of flexibility on the part of the new law

would have been fatal to the vaunted principle of it. And
so far Sir Charles Wood was right when he expressed alarm
about the introduction into the Bill of an expansive clause,
as it was called. It was to be either flexible by an expansive
clause, or strictly inflexible. If flexible, it was only having
a political governor set over the Governors of the Bank.
And in this there would be a liability to the same fallibility of

judgment as was complained of under the former system, with
the disadvantage that the establishment would be so much the

more subservient to the purposes of the administration.

If inflexible, the payment of the depositors in the Bank,
including the dividends on the public funds and deposits in the

savings' banks, might readily be compromised under circum-
stances such as we have been very near witnessing.
A certain degree of misgiving on this dilemma seems to have

come across the mind of Mr. Loyd. Accordingly, on the sup-

position of a contingency, in his view barely possible, (that
under the operation of the self-adjusting principle applied to

the circulation a case of danger may arise,) he contends that the

emergency should be met by the interposition of Parliament, but
not by anything short of it.

In support of his view of the propriety of such an inter-

position under the supposed circumstances, he quotes a passage
from Mr. Huskisson, who, when referring (in 1810) to the pos-

sibility of such a combination of circumstances (when the

restriction should be removed) as to drive the Bank to part with
its last guinea, not only without having checked the drain, but,
with the certainty of increasing it in proportion as the amount
of their notes was diminished, said,

" At such a moment the

preservation of the Bank from actual failure, though an impor-
tant, is but a secondary consideration, that of the country is

the first. The possible cases, however, which may call for such
an intervention of power, are not capable of being foreseen or

defined by law. The necessity may not occur again : if it

should, the application of the remedy must be left to those at

the head of affairs, subject to their own responsibility, and to

the judgment of Parliament."
It is clear from this passage that Mr. Huskisson had in view

the possible occurrence of such an extraordinary combination of
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the law, such as the currency theory clearly con-

templated, then I think it is demonstrable that

cases might occur, within reasonable probability,

entailing the suspension of payment by the deposit

department of the Bank of England. Nor is it

clear that such might not have been the case re-

cently; indeed it is rather probable that it would
have been, had not the government letter of the

25th of October been issued.

Has it ever occurred to Sir R. Peel or Sir C.

Wood to consider whether a suspension of payment
by the Bank of England of its deposits, including the

dividends due to the public, would be attended with
less of inconvenience, or with less of national dis-

credit and disgrace, than a suspension of payment
of Bank notes in coin on demand? 1 am convinced
that it would be attended with very much more
of inconvenience and national discredit; and I

think that the onus of showing that it would not,
rests upon those whose favourite measure obvi-

ously renders it the more imminent danger of the

two.

As regards the public convenience, or the

national faith, there is no apparent ground for the

preference of an exclusive guarantee for the notes.

They are not, nor ought they to be, as the dividends

are, a debt of the state. During the Bank re-

striction they were, I believe, distinctly under the

guarantee of the state
;
but it was upon the special

ground that the restriction was imposed for state

circumstances as might again place the Bank of England under
the necessity of suspending its payments in coin. But I am
convinced that if Mr. Huskisson had lived to contemplate the

scheme of 1844 he would have revolted from the idea of the

possible necessity under that scheme of resorting to such inter-

position, and would have considered such a contingency as being
of itself an insurmountable objection to it. He would hardly
have failed to apply the rule of Horace,

" Nee Deus intersit, nisi dignus vindice nodus."
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purposes. Upon what principle is it, then, that,
with so much inconvenience, we secure the notes,
while we leave the dividends without any security,
or with one which is plainly assumed to be inferior

in value ?

There is the same mistake in the assumption of

a necessity for this exclusive guarantee of the notes,
as pervades the whole of the reasoning of the cur-

rency party. They confound notes, such as those

of the Bank of England, with Government notes.

The notes of the Bank of England are, indepen-

dently of other points of dissimilarity, so far unlike

Government notes, that if any demur or delay, from

inability to meet the demands of the holders, should

occur, the law can at once be appealed to and en-

forced against the corporation ;
which it could not

be against a government, in the ordinary sense of a

government paper money. The law in this coun-

try, unlike the law in the United States, may be
enforced against that as against any other corpora-
tion

;
or as the law is enforced against other banks.

The only difference is in the magnitude of the

transactions of the Bank of England. But this

magnitude, it may be said, makes a great differ-

ence. Granted. I am not disposed to underrate

that difference. But it does not justify Sir Robert

Pee], and Sir C. Wood, and the supporters of the

act of 1844 generally, in having made such a bug-
bear of the possibility of a suspension of cash pay-
ments by the Bank of England, as to "

fright
the isle from its propriety." And as the risk

of encountering that catastrophe is now apparently
the only remaining ground put forth for the main-

tenance of the Act, it may be desirable to reduce

the apparently giant evil to its proper shape and
dimensions.

The great terror prevailing at the mention of

it, seems to have had its rise in the expression
of Mr. Huskisson, that in December 1825, we
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were within twenty-four hours of a state of bar-

ter : meaning, of course, that a suspension of

cash payments by the Bank of England would
have brought us to that state. At the time
when the expression was used, hyperbolical as it

appeared to me, I had no objection to it, because it

was desirable to impress upon the directors of the

Bank, and upon those who were in favour of a lax

management, a salutary apprehension of the conse-

quences of it. But as the exaggerated apprehension
of those consequences has now become the main

ground relied upon for reconciling parliament and
the public to the quackery of a new, unnecessary,
and mischievous measure one, certainly, never

contemplated by Mr. Huskisson, it is right to

inquire what this " state of barter" amounts to.

I will venture to assure such of my readers as

may have been so frightened by the expression as

to be induced to acquiesce in the act of 1844, as a

guarantee against the possible occurrence of a state

of barter, that they need not apprehend any thing
of the kind in the event of a suspension of cash

payments. There would not, without the act of

1844, have been, in 1847, any reasonable ground of

apprehension of such a suspension. But supposing
that such an event (which I deprecate as much
as the most zealous of the currency theorists) had

occurred, what would have been the ensuing state

of things, as regarded the general transactions of

the country ? Why, there would not have been a

single transaction more in the way of barter than
now occurs. There would have been no instance,
more than now, of a load of wheat bartered against
a horse or an ox

;
nor of silver spoons bartered

for millinery or groceries.
There is a most apt precedent for the course

things would take. Government and parliament
would interfere, somewhat as the Court of Bank-

ruptcy now does, to protect the defaulting persons,



DEBATE OF THIRD OF DECEMBER, 1847. 367

namely, the Directors, till the state of their affairs

could be looked into, and the causes of the failure

of engagement ascertained
;
and the concern being,

beyond all question solvent, to determine whether
it should be wound up, and another bank or banks
be established in its stead, or whether it should go
on under some guarantee for more prudent ma-

nagement. In the mean time, the material fact of

solvencybeing placed beyond all possibility of doubt,
there would be meetings of merchants and bankers

entering into resolutions expressive of their con-

fidence, in some such terms as those used in 1797.

And the consequence would be, now as it was

then, that there would be no single instance of
t
a

shopkeeper refusing a 5/. Bank of England note,
either for goods to that amount, or to give change
out of it. The example would be followed in the

provinces, as to those banks which enjoyed the con-

fidence of the neighbourhood ;
and the circulation

would go on very much in its accustomed train.

There would, however, necessarily be a contrac-

tion of accommodation. This, if trade were in an
unsound state, as it has recently been, would hasten,

and, perhaps, extend the range of, commercial
failures. Otherwise, for instance, under circum-

stances like those of 1839, little if any inconvenience

of the kind would be felt. But the contraction of

accommodation, or in other words, the scarcity of

lendable capital, would soon bring it in from abroad,
in the only available form, that of gold, as was the

case in 1825-26, in 1836,-37, and in 1839. And
it may be assumed, as a certainty, that if the law
of 1819 should remain unrepealed and unrelaxed,
as I hope and trust it will, there would be a very
short interval, if any, in which the paper would
be depreciated in value, that is, by a further fall

of the exchanges or rise in the price of gold.
Under such circumstances it could not be said that
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the principle of convertibility would be compromised.
The sole difficulty would be one of friction in the

operation, from the vast magnitude of the subject
involved. No one would be more grieved than

myself that the principle should be so sorely tried,

but I am convinced that it would come out of the

trial with much less damage than is generally

apprehended.
But whether the extreme alarm felt (or at least

expressed) by the currency theorists, at, the idea

of a suspension of cash payments, and the con-

sequent sacrifice of the principle of convertibility,
or my more moderate estimate of the consequences
of such an event, be the more rational, I am quite
convinced that there would not have been in 1847

any real danger of suspension without the mis-

chievous aid of the act of 1844.

SECTION 20. On the Arguments advanced to prove
that the Act of 1844 has already averted or dimi-

nished the risk of a Suspension of Cash Payments.

It is for those who maintain the affirmative of

the danger of a suspension of cash payments, in

the absence of the restrictions imposed by the act

of 1844, and of the fatal consequences of the event,
should it occur, to prove their grounds^for such

apprehension.
The only attempt to show that there would

have been a suspension of cash payments had it

not been for the act of 1844, which I have seen,
from a quarter entitled to any attention, is in

the speech of the Chancellor of the Exchequer,
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in the debate of the 30th of November. From
deference to the authority of one who holds so

eminent a station, and whose opinions, on all

other grounds, claim the most respectful consider-

ation, I should have been induced to notice Sir C.

Wood's argument at some length, were it not that

I have already devoted as much time and space to

this topic as I can well afford. Indeed, to do jus-
tice to the objections to which I consider his views
to be open, I should have to write as much as

would be equivalent to a moderate-sized pamphlet,
there being hardly a point, in the whole of his argu-
ment, in favour of the bill, which it is not my
misfortune to see reason to dissent from.

Two points, however, I cannot resist noticing.
After describing the inevitable tendency of the

drain on the Bank in April- to have proceeded in-

definitely, had it not been checked by the violent

measures of the Bank in April, Sir C. Wood
asks

" If the drain of bullion had gone on, if the amount in the

coffers of the Bank had been diminished, as has been the case

heretofore, to two or three millions, the publications of the state

of the Bank, stating accurately the facts, week by week *, does

any body suppose that under those circumstances the alarm
would not have taken the course of a run upon the Bank of

England for gold ?
"

In answer to this question, I cannot but express

my surprise and regret at its having been asked.

I should hardly otherwise have imagined that any
ordinarily well-informed person could, for a mo-

ment, have supposed the possibility, much more
the probability of a run upon the Bank of England
for gold. The only meaning to be attached to the

expression
" a run for gold," is, that the holders

of the notes entertain, or aifect to entertain, doubts

* Under the former system, here supposed, there would not

have been these weekly publications of the state of the Bank.

VOL. IV. B B
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of the value of the notes, and therefore hasten to

exchange them for gold, without having any spe-
cific use for the latter. Now such doubts, or in

other words, such discredit of Bank of England
notes cannot be said to have existed as a cause of

extensive demand by the holders of its notes for

coin since 1745; when, according to an amusing
account by Mr. Francis, in his history of the Bank
of England, the directors were obliged to resort to

very ingenious, though not very creditable de-

vices, to eke out their resources. In 1796-97,
there was a great deal of political disaffection

prevailing, and it might have been the policy of

our enemy to promote it; but it does not appear
that it entered much, if at all, into the demands

upon the Bank at that time. The only clear instance

for more than a century, of a "run" upon the

Bank of England for gold, was in 1832
;
but that

partook of the ridiculous
;
and has acquired impor-

tance only from the extraordinary use made of it

by the partisans of the currency theory. In 1825,
when it was notorious, without any publication of

accounts, that the Bank had not the means of

maintaining its payments in gold, if the demand
should continue for a week, there is no well-

authenticated instance of a holder of its notes

requiring gold from distrust of the paper. Nor
was any such distrust manifested when the bullion

in the Bank in 1839 was reduced to 2,500,000/.
No stronger proof of the weakness of an argument
can well be imagined than the necessity, here so

plainly implied, of aiding it with so miserable a

make-weight so utterly unfounded an appre-
hension as this.

The only other point which I have to notice in

the speech of the Chancellor of the Exchequer is

that of his remarking, as a triumphant argument
in favour of the act of 1844, that it secured to the

Bank a minimum treasure of eight millions. He
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says,
" we owe much to that eight millions," and

asks,
" to what are we indebted for the possession

of that eight millions, but to the operation of the

act of 1844 ?" I should hardly trust myself to

give, in fitting terms, an answer to such a question,
but I luckily find, ready to my hand, some remarks

upon it in the current number of the Quarterly

Review, which express truly, but in language more

lively and eifective than my own, all that 1 should

wish to say with reference to the extraordinary
claim thus set up by the Chancellor of the Ex-

chequer in behalf of the act of 1844.

" Since the foregoing hints were penned, we have read the

debate on the appointment of the Banking Committee. We
are gratified to find in it in the aggregate clearer views than we
have been used to in such parliamentary discussions. The
defence of the Bill of 1844 was exactly what everybody antici-

pated.
' 'Tis true that the Bill did not prevent wild speculation

and panic, though we said it would. We said there would be
no more 1825's, but we never thought so, and you must not find

fault with us ; that was only allowable parliamentary exaggera-
tion. This, however, we tell you, that but for the Bill of 1844
the speculation and the panic would have been a great deal

worse than they have been.' As this defence requires neither

knowledge nor talent, nor any qualities but a bold face and

great confidence in the timidity and ignorance of your audience,
we have nothing to say to it. But one assumption was made
by two or three speakers in the debate so extremely barefaced
that we cannot wholly pass it by. It was assumed that butfor
the Bill of 1844 more than seven millions ofgold would not have
remained in the Bank of England during the ivorst of the pres-
sure. The reason seven millions odd remained, was that there

were sixteen millions odd to begin with, and that the export of
nine millions sufficed to turn the exchanges. About the same
sum turned them in 1825, and a very much less sum on every
other occasion. Does any one suppose that if the Bank had

begun with eight millions ofgold, and the famine, and the Bill

of 1844, that a single sovereign would have been left at the end

of the pressure ? In 1797 we exported not only all the gold in

the Bank of England, but every guinea out of our circulation to

carry on a foreign war ; and do you suppose that the men of

1847 would have let the two sides of their stomach grow together
for want of food, because we had put some stupid quackery into

an act of Parliament, and had divided the Bank into a banking
department and into an issue department ? We send gold

B B 2
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abroad when we want something for it, and we keep it at home
when we don't, without in either case consulting the fancies of

Sir William Clay or Sir Charles "Wood. Now, we do not send

abroad because we want nothing ; we do not want food nor tea,

nor sugar, nor coffee, nor indigo. Neither, it appears, do we
owe money abroad, because people from all quarters are sending
bullion to pay their debts to us." {Quarterly Review, No. 163.

Dec. 1847, p. 230.)

It seems quite certain that the original propoun-
ders of the currency theory never contemplated an
amount of treasure in the Bank materially exceed-

ing, if often reaching, nine or ten millions. Thus
Mr. Norman, writing in 1838, when the stock of

bullion in the Bank, after having, in the spring of

1837, been reduced to between three and four mil-

lions, had increased to about ten millions, observed,
"It is probable that an increase will be found in

the treasure of the Bank, between its lowest

amount last spring, and the highest just previous
to the next turn of the exchanges of from seven to

eight millions. Now such an influx of treasure is

quite unnatural, and could never occur with a

metallic circulation." And Colonel Torrens in his

illustration of the supposed working of the system
he recommended, assumed nine millions as the

amount of bullion that might be required in the

two departments. Neither in Mr. Loyd's writings,
nor in his evidence, do I recollect any thing in-

dicative of an opinion that an amount of treasure

larger than that which had been held by the Bank,
on an average, between 1832 and 1839, would be
at all necessary under the system which he advo-

cated. Nor was any stress laid upon this point by
Sir Robert Peel, or his supporters when the bill

of 1844 was under discussion.

If it had so happened, that in the autumn of

1846, the bullion in the two departments had
been nine instead of sixteen millions, there can

hardly be the shadow of a doubt that the act of

1844 could not have survived the month of March
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last, in its immaculate state; and any effort to main-

tain its restrictions would certainly have been

attended with imminent danger, or rather the cer-

tainty, of a suspension of cash payments.
Having expressed my firm persuasion that, with

an undivided power over the whole amount of

bullion which the Bank possessed, at the com-
mencement of the drain in the autumn of 1846, the

directors might Cand as I believe would) have so

managed as, without producing such convulsions

as those which were sustained in the course of

1847, perfectly to have preserved the convertibility
of their notes, I propose, in order to illustrate

my view of what would probably have been the

state of things throughout 1847, in an undivided

position of the Bank, as contrasted with that which

actually existed, to compare the course which Sir

Robert Peel adopted in 1844, in his arrangements
with the Governors of the Bank with that which I

venture to think would have been the wiser and
safer course for him to have taken.

It does not appear by the correspondence between
the Chancellor of the Exchequer and the Gover-
nors respecting the separation of the Bank into

two departments, with which of the parties the

suggestion of having that separation established by
law originated ; but the presumption is that Sir

Robert Peel first proposed it : that the governors

cordially acquiesced in it is well known.
The directors of the Bank had, it seems, for

some time previous to 1844 adopted, by way of

experiment, the plan of a separation of the two

departments, in the mode of keeping their accounts.

Mr. Hubbard, one of the directors, in a pamphlet
published in 1843, took occasion to illustrate some
of his views by tabular statements of the position
of the Bank on the footing of keeping a distinct

reserve of bullion for all the notes issued beyond
the fixed amount of fifteen millions, which was to

B B 3
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be distinctly considered as issued against secu-

rities. The directors had, it seems, of their own
accord, substituted this mode of regulating their

issues for that which they had been understood to

be guided by, under the mode of management re-

commended by Mr. Palmer namely, that of keep-

ing their securities at a nearly even amount, and

leaving the bullion to be acted upon by the pub-
lic

;
but from which the committee of 1841 re-

commended them to consider themselves released.

The governors, in their interview with Sir Robert
Peel in 1844 gave, it is supposed, as the result of

their experience of the working of this new guide
for their issues, a favourable opinion of it

;
and

concurring, as this did, with whatever other in-

formation he had received, and, with the principles
of the currency theory (to which, as is evident

from his speeches, he had become a proselyte), he

determined, it would appear, to found the measure
about to be laid before Parliament for the renewal

of the Bank Charter on that plan, reducing the

fixed amount of issues against securities to fourteen

millions
;
and excluding the post bills.

The proposal of a novel measure, involving a

great change, and affecting vast interests, without

the sanction of the recommendation of a com-

mittee, strikes me to be a parallel case to one

which might be imagined, in reference to a similar

occasion in the past. as thus : Suppose that, in

1832, Lord Althorp, having been greatly struck with
Mr. Horsley Palmer's evidence and his exposition
of the plan by which, while governor of the Bank, he

had successfullyregulated its issues, (namely, that of

keeping the securities at a nearly uniform amount,)

and, being so prepossessed with the scheme, had

brought into Parliament, and succeeded in carrying,
a bill founded upon it, what would have been said

of the prudence of the proceeding, when the mea-

sure was found, as it would have been, to fail
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within three or four years after its enactment,
and to require legislative interference for its sus-

pension or repeal ? And was the proceeding of

Sir Robert Peel very unlike this, or much less

rash, in proposing and passing into a law, a scheme
which the Bank directors had been induced, in

pursuance of a plausible theory, to make trial of as

a mere experiment : this experiment having been
continued only for two or three years without

any circumstance having occurred in that short

interval likely to bring its efficacy to the test ?

The course which I should have thought that

so experienced and prudent a statesman would have

adopted, (especially entertaining, as he did, the opi-
nion that an enlarged basis of gold was necessary
for our enormous superstructure of credit, in which

opinion I entirely agree with him,) instead of risk-

ing such vast interests, on so novel a scheme, might
have been something of this kind.

He would have apprized the governors of the

Bank, when treating for the renewal of the charter,
that the management had not been so prudently
and vigilantly conducted as to avoid giving grounds
of alarm to the government and the public for the

safety and credit of the establishment, on more
than one occasion since the renewal of the charter

;

that unfortunately they had professed, upon prin-

ciple, not to exercise foresight in anticipating a

drain, but to wait for its operation on their trea-

sure *
: that they had, accordingly, from want of

exercising sufficient foresight in anticipating a

drain, and from not taking effective measures for

counteracting it when it had strongly set in, given
just occasion for questioning the propriety of their

management, instancing the years 1835 and

1836, and also 1838 and 1839, in the last of which

See Mr. Palmer's evidence, Bank Charter Report, 1832.

B B 4
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years they had suffered themselves to be reduced
to the necessity of resorting to a very questionable

expedient to save their treasure from complete
exhaustion : that they had evidently attempted to

conduct the vast business of their establishment

upon too small a scale of reserve
;

thus placing
themselves in the alternative, on the occurrence

of a drain, of allowing it to proceed to a dangerous
extent, or of abruptly contracting thei** usual

scale of banking accommodation, and producing
what, in the language of the money market, is

called a panic : that in his view, therefore, the

most important consideration in the question of

the renewal of the charter, was to ascertain whether
it was in the power of the governors and direc-

tors, and if so, whether they would undertake, on
their responsibility, so to conduct the business of

the company, as to retain habitually a much larger
reserve than they had hitherto thought it necessary
or consistent with the interests of their proprietors
to maintain.

What the answer of the governors to such an

appeal would have been, I do not, of course, take

upon me to say. But with respect to the power of

maintaining a much larger average reserve of bul-

lion than had hitherto been thought necessary,
Mr. Horsley Palmer had already given it as his

opinion that there would be no difficulty on the

part of the Bank, in regulating its business on a

larger basis of bullion, and that it was mainly a

question of expense.* I presume, therefore, that

* This is a most important point ; and Mr. Palmer's opinion
upon it is of the highest authority. I therefore give the follow-

ing extracts from his evidence before the Committee of 1840:
" 1595. With the experience of the last few years, since the

renewal of the Charter, and taking a review of the various cir-

cumstances which occurred at the time, can you now suggest
any other course which it would be advisable for the Bank to

pursue as to the principle of its management ? I know of no
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the answer of the governors would have been to

the same effect
;
and that the condition of the

maintenance of a much larger reserve of bullion would
have had to be considered in the general terms of

the arrangement.*

other course which could be taken beyond holding a larger
amount of bullion, but which I am not prepared to say the Bank
could do without means being devised to remunerate that es-

tablishment for the expense and charges that would attend such
a measure.

" 1596. Do you think that the principle ofmanagement, as laid

down in 1832, with a larger proportion of bullion, and a smaller

proportion of securities, with reference to their liabilities, would
be the best rule for the management of the Bank ? With refe-
rence to the whole circulation of the country, I think it would.

" 1597. Under those circumstances, if notes were issued on

securities, as in the summer of 1839, notwithstanding the drain

of bullion, might not the currency even then be maintained in

excess ; would this rule be any preservative against an excess

of Bank notes ? It would be no preservative against events

which require special action on the part of the Bank. The in-

creased amount of bullion would afford increased means for
meeting foreign payments of such a character as existed in

1839, without the necessity of resorting to those means which were
taken to supply the deficiency.

"1598. Would its operation be to preserve the convertibility of
paper without resorting to means which it may not at all times

be in the power of the Bank to take ? Certainly.
" 1599. Do you conceive that it would be always in the power

of the Bank to take such measures as they did adopt in the

summer of 1839 for the protection of their bullion ? / think it

would be very undesirable to resort to those measures except in

extreme cases.
" 1622. A larger proportion of bullion could not be kept

without some diminution of the profits of the Bank of England?
No.
" 1623. But supposing the Bank consent to that, you see no

difficulty in their keeping such a reserve as to be a security against
all ordinary danger ? JVo."

* The governors might probably have added, that although
the condition of holding so large a reserve might be compensated
in the general terms agreed upon on the renewal of the Charter,
the Court of Directors would be placed in a disagreeable

position ; because the proprietors, seeing in the periodical
returns so large an amount of bullion, would remonstrate and

express displeasure at the unproductive state of so large a pro-
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Supposing the governors, upon reference to

and consultation with the Court of Directors, to

have expressed their acquiescence in the practi-

cability of maintaining an average reserve, larger

by five or six millions than that which the Bank
had possessed since the last renewal of the charter,
and their consent (with the understanding that

the additional expense should be a consideration

in the arrangement) had been obtained, pledging
their responsibility so to regulate their business

as to accomplish, as far as possible, the object
in view, what would, in all probability, have
been the course of management adopted, and what
the probable state of monetary affairs, compared
with that which has existed since the change of

system in 1844 ?

It is of course not possible to show to demonstra-

tion what, under these circumstances, would have

been, instead of what has been, the state of things.
But as Sir Charles Wood undertook to prove how
much worse the state of things 'would have been but

for the act of 1844, I will endeavour to show how
much better they might have been (by a very simple

precaution, which it was quite open to the Govern-

ment to take,) than they have proved to be under
the complicated and hazardous machinery of that

act.

As Sir Charles Wood has assumed, in his view,
the advantage of the circumstances which existed

in 1844, and from that time till the autumn of

1846, and which determined a large influx of the

precious metals into this country (most assuredly
not caused by that measure), I must claim the

same advantage for my view.

portion of their assets. To this objection Sir Robert Peel

might have replfed, that if such was likely to be the case, the

proprietors should be apprised that it would be a condition of

the Charter that they should have no voice in the declaration of

a dividend.
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Assuming such to have been the state of things
on the renewal of the Charter, and such as I have

stated, the implied engagement entered into by the

directors, and the responsibility thus thrown upon
them, it is perfectly impossible to suppose for a

moment that they would have ventured to take

such a step as they did that of reducing their

rate of discount from 4 per cent, to 2^ per cent.

immediately upon the act of 1844 coining into

operation. Nor is it at all likely that they would
have thought it right or safe to reduce their public
rate of discount at any part of the period in ques-
tion below 4 per cent. And as to their quarterly
advances, the same motives would have deterred

them from reducing the terms below those which they
had required before the passing of the act of 1844.

I am not disposed to exaggerate the influence

of the reduction of its rates by the Bank be-

tween 1844 and 1847. Some influence it cannot
but have had, as I have before observed, in facilitat-

ing the speculations which were then in progress.

But, waiving the consideration of its influence in

that way, it is to its influence, small though it may
have been, upon the state of the Bank treasure, that

I would now direct attention. In whatever degree
the management of the Bank in 1844 may have
tended to reduce or keep down the general rate of

interest*, it must have favoured the efflux of capital
for foreign investment, and consequently must have
somewhat abated the tendency to influx, or to the

maintenance of the then existing amount of bullion.

I cannot, therefore, but think that if the Bank in

* Allowance should be made, with reference to the reduction

of the Bank rate of interest, for the circumstance that after

March, 1845, it was a minimum rate, a new practice of the

Bank, which has aggravated all the other inconveniences of a

variation of its rate, rendering the real rate somewhat higher
than the declared rate, but also preventing the former from

being publicly known.



380 THE ACT OF 1844.

1844-5-6 had kept up its rates, and thus kept
down or reduced its securities, there would have
been an increase of its treasure beyond the utmost
amount that it actually did reach. One million

additional of treasure is, I conceive, the lowest com-

putation of what must have been the effect of the

Bank allowing its securities to run down to so low
an amount as they must have reached if the rate of

its discounts and loans had been kept up as I have

supposed, and that the directors had not made pur-
chases, as I take for granted they would not, of

public securities at the high prices then prevailing.
The treasure would thus, I presume, have amounted,
in the summer of 1846, to nearly 18 millions; as-

suming all other things to have been the same as

regards the reserves of gold held by other banks

subsequent to the Banking Acts of 1844 and 1845.

The provisions of those acts, however, rendered it

in some degree incumbent upon all issuing banks
to hold larger reserves of gold than they had pre-

viously been accustomed to hold. The extra amount
of gold thus reserved beyond the amount previously

held, or that would, but for those acts, have been

held by the provincial banks, can hardly be com-

puted at less than two millions.* If, therefore, the

amount of these extra reserves had been added, as

in the absence of the acts in question they would

* I believe that I am considerably within the mark in con-

fining myself to an estimate of two millions as the amount
of the gold coin absorbed by the extra reserves which the

legislation of 1845 compelled the Scotch, and Irish bankers

habitually to retain ; and it is fortunate that so important
a point can be placed on a more certain foundation than a

mere statement of individual opinion. Confining, in the first

instance, my observations to Scotland and Ireland, I may ob-

serve that the acts of 1845 rendered it imperative on the

bankers of those countries to retain in coin a sum equal to the

excess of their outstanding circulation above a given maximum.
The legal maximum of circulation for Scotland was 3,087,209,
and for Ireland, 6,354,294A ; and the following table represents
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have been, to the Bank treasure, the amount of
bullion in the Bank in August, 1846, would have
been between 19 and 20 millions, viz.:

Amount as it stood 29th Aug., 1846 -
16,366,000

Addition supposed from diminished
securities of the Bank - -

1,000,000
Addition of what, but for the extra

reserves of provincial banks, would
have flowed into the Bank -

2,000,000

19,366,000

Here, then, would have been the Bank with a
treasure of upwards of 19 millions at the first mani-
festation of a drain in the autumn of 1846. I may
also take credit for the probability that the drain
would have been somewhat less by the difference of

the state of the Scotch and Irish note issues in December,
1845:.

Actual
Excess of actual

Date"

circulation.
circulation above
the maximum.

Scotland - 5 Dec. 1845 - 3,804,000 - 717,000
Ireland - - 7,715,000 - 1,361,000

2,078,000

As the whole of this excess of actual circulation beyond the

statutory limit was represented by coin in the safes of the

several banks, it is plain, that leaving England entirely out of

view, an extra internal demand of more than two millions was
caused by the acts of 1845 in Scotland and Ireland alone.

The maximum of the English country circulation was fixed at

8,478,893^., an amount considerably less than that usually in

circulation in past years of ordinary prosperity. The vacuum
has been filled to a certain extent by the paper of the Bank of

England. But a very large proportion of the new medium
has been in the shape of coin ; and whether this proportion may
be one half, three fourths, or the whole of a million, according
to the periods of the year, it is certain that it constitutes an

important addition to the extra demands from Scotland and

Ireland, and more than justifies the assumption made in the text.
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the rate of discount between 3 per cent, as it was,
and 4 per cent, as it would, upon my hypothesis,
have been in the interval from August, 1846, to

January, 1847. The directors might safely have
looked on without altering their rate till the end of

January, 1847. By that time having lost (say)

3^ millions of their treasure, and being under the

responsibility of keeping up a large reserve, and

exercising foresight with that view, which would
have led them to the conviction that the causes of

drain were of a formidable character, they would,
as I imagine, have raised their rate to 5 per cent.

It is not improbable that the directors, having
raised the rate to 5 per cent, at the end of January,
and having still so large an amount of bullion,
would have waited till the 8th of April to judge of

the progress and character of the drain
; when,

seeing a further loss of 3 millions, they might have

thought it necessary to raise the rate to 6 per cent,

per annum. If this advance had not had the effect

of visibly checking the drain, and if by the 17th of

April there were to have been, as there was, a fur-

ther loss of treasure, the directors might have
reduced the dates of bills admissible for discount

to 60 days, instead of 95 days. This would have

operated as a considerable restriction of accommo-

dation, but would not have been attended with

any thing like the shock to credit that attended

the violent measures which were actually adopted

by the Bank at that period, and which I have else-

where described.

Every merchant, or manufacturer, or banker,

possessing good bills not exceeding the Bank time,
would still have been secure of converting them,
so as to enable him to meet his engagements ;

but

this he could not be sure of under the restrictions

which were actually imposed.
The effect of the shock of the 17th of April was
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almost immediately to turn the exchanges ; and, in

a few days after, to stop the drain.

The mere increase of the rate of interest to 6

per cent., and a restriction of bills to 60 days,
would not have had the same effect in turning the

exchanges ;
and there would consequently have

been some longer continuance of the drain.

I will suppose, therefore, on account of this differ-

ence, that two millions more of bullion would have
been exported before the foreign demand ceased.

This, I am convinced, is a large allowance.

The drain, then, which was surmounted in the

beginning of May by the payment of seven millions,
and by the violent restriction of credit by the Bank
in the middle of April, would, in my hypothetical
case, have been surmounted a few weeks later with
the loss of nine millions.

Under the existing system, the bullion remaining
when the drain was stopped by the violent shock

that has been described, amounted (24th April,

1847) to 9,210,000?.

According to the system which I have supposed,

by the simple pressure of a high, but uniform rate

of interest, and moderately restricted accommoda-

tion, the drain would equally have been surmounted,

although a few weeks later, and with the loss of

two millions more of bullion
;
but the amount of

bullion held by the Bank would, at the end of the

drain (say 26th June, 1847), have beenlO,300,000/.,
or one million more than actually remained after

the convulsion in April last.

Such, I conceive, is, as nearly as may be esti-

mated, the difference between what actually oc-

curred in the first six months of 1847, under the

act of 1844, and what might, and in all proba-

bility would, have occurred without it
;
and with

only the precaution which, according to the view
I have suggested, a wise minister might be sup-

posed to have taken in agreeing to the renewal
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of the Bank Charter : a stipulation that the

directors should hold, habitually, a much larger
reserve of bullion.

The case is still clearer as regards the last six

months of 1847.

The great, immediate, and most formidable

causes of the drain having been overcome before

the end of June, the policy of the Bank would
have been, in pursuance of the same system, not to

have relaxed from whatever rate of interest, or

restriction ofaccommodation, it might have imposed,
till the whole of the disturbing causes had subsided,
and the influx of bullion had so far set in as to

afford ample assurance of the reinstatement of the

proper amount of its treasure.

Under this policy, the feverish state of the

money market, commencing . at the end of July,
and the convulsion of it terminating in the crisis

of the w.eek ending on the 23d of October might,
as I think, have been avoided.

I have already supposed that the drain of the first

six months, which carried away seven millions of

the Bank treasure under the present system, would
have taken two millions more under the system
which I have suggested. The amount of the trea-

sure would, therefore, have been, on the 26th of

June, 1847, 10,300,000^. Or, in other words, allow-

ing for an addition of three millions to the amount
of bullion held by the Bank at the commencement
of the drain (according to the computation at

page 381. ante\ and for the drain having lasted

two months longer, and carried away two millions

more than it did the amount of the bullion, at

the end of June 1847, would have been one million

greater than it was when at its lowest point in the

last week of April. The balance of trade was, at

that time, as nearly as possible, adjusted. A few
hundred thousand pounds (not exceeding half a

million) formed the utmost extent of any foreign
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demand within the four or five weeks following ;

and there is no reason to suppose that the de-

mand would have been greater in my hypothetical
case than that which actually occurred under the

present system.

Thenceforward, that is from the commencement
of August, there was not any foreign demand for

gold, and there would not, as I believe, have been

any, supposing the Bank rate of interest to have
then been 5 per cent., or, at the utmost, 6 per cent.

as a uniform rate, for all such bills as were admis-
sible under the former system, and for the descrip-
tion of accommodation usually granted. In the

early part of August, the great fall in the price of

all descriptions of food had removed all appre-
hension of further large importations ;

and the

extensive failures in the corn trade, followed by
the still more important and extensive failures in

other branches of commerce, these being, more-

over, accompanied by failures of banks, caused
such a degree and extent of discredit as left an
immense vacuum in the ordinary channels of circu-

lation. The whole of the increased demand, there-

fore, on the Bank of England, for accommodation,
thenceforward was clearly for purposes purely
internal, and with the amount of bullion which it

then possessed, and still more with the amount
which it would have possessed in my hypothetical
case, there was not, and could not have been the

shadow of any ground for apprehending a further

inconvenient reduction of its treasure.

The directors therefore, instead of resorting to

violent measures of restriction, as they were bound
to do under the act of 1844, from the latter part of

September to the 23d of October, in order to protect
the narrow margin of their reserve, might, with

perfect safety, have extended their accommodation
to all legitimate claims upon them within their

VOL. iv. c c
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ordinary rules. Thus some of the enormous sacri-

fices of property, and much of the intense suffering
of a large part of the commercial community might
have been spared. And I verily believe that,
under the management here supposed, there would
have been a larger amount of bullion in the Bank
than there proved to be at the end of October last

namely, about eight millions.

I have thus sketched an outline of the grounds on
which I consider it beyond question, that if, instead

of the pedantic scheme of dividing the Bank intotwo

departments, and restricting the amount of the cir-

culation of the country banks, the simpler plan
had been adopted of requiring the Bank of England
to possess habitually a much larger reserve than it

had before held, the two tremendous shocks, of

April and October last, might have been avoided,
without the possibility of danger to the conver-

tibility of the paper, and consistently with leaving
a larger amount of treasure in the Bank, not only

through all the earlier and more rapid stages of

the drain, but also at the final termination of it.

But I will put a still stronger case in illustration

of my opinion, that, without the act of 1844, there

would have been no real danger to the conver-

tibility of Bank notes.

Let us suppose that, in 1844, seeing no reason

for a change of system in the Bank management,
Sir Robert Peel had confined his arrangements, for

the renewal of the charter, to a merely pecuniary
consideration of the terms

; or, what is, perhaps,
a still more simple hypothesis, that the charter had
been renewed in 1832, as on former occasions, for

an uninterrupted term of twenty-one years. We will

also suppose, that whatever regulations might have
been thought necessary or expedient with a view to

greater security for the solvency of the country
banks, there would have been no restriction imposed
on the amount of their circulation, as by the acts of
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1844-5. What then would, probably, have been
the management of the Bank, and what the re-

sults, as compared with those which we have

experienced ?

The presumption I think is, that in September,
1844, the directors not considering themselves, as

they did, in obedience to the spirit of the new
act, released from their former rules or practice,
would not have reduced their rate of discount.

If they had kept to their routine line of po-

licy in that respect, the probability is (on the

grounds which I have suggested in the former part
of this section), that the influx of bullion would
have been increased by about a million at least

;

and of the whole stock of bullion then in the

country, there would, as in my former hypothe-
tical case, have been two millions more in the
coffers of the Bank of England, by the release of

so much required, by the acts of 1844-5, to be
held by the country banks. With the addition,

then, of these three millions to the stock of bullion

in the Bank, in August 1846, the amount would,
as I have supposed in the former case, have been
somewhat more than nineteen millions to meet the

drain then setting in. The only difference between
the former hypothetical case and this is, that in the

first, the directors might be supposed (being bound

by an implied engagement entered into for the

maintenance of a larger habitual reserve of bullion),
to have taken earlier measures to counteract the

drain; whereas, under the second supposition,having
no such engagement, they might be supposed to

have allowed the drain to proceed much further

before they raised the rate of interest above 4 per
cent.

Granting that the directors, in the case last

assumed, had suffered the drain to proceed till the

8th of April without any advance of their rate
; by

that time the loss of bullion would have been so
c c 2
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striking, that whatever might be the stupidity, per-

verseness, or ignorance, so liberally ascribed to

them by Sir Robert Peel and Sir Charles Wood,
they could not fail to have advanced the rate to

5 per cent, per annum. Thus far, then, they would
have been pari passu with the state of things that

actually occurred.

In each case, namely, the actual one, and that

which I have last supposed, the rate on the 8th of

April would have been raised to 5 per cent. But

while, under the new act, the amount of bullion

in the two departments was ten and a quarter
millions, not more than one-third of it was applica-
ble to the most variable, and consequently most
hazardous branch of the liabilities.* Under the

former system, according to my hypothesis, there

would have been thirteen and a quarter millions

applicable to the whole of the liabilities f, and the

question now is, how, under those circumstances, it

is likely that the directors would have acted.

It can only be on the presumption that they
were perfectly uncorrected and incorrigible by
experience, and had, therefore, not profited at all

by the lesson of 1839, that they can be supposed,
after having raised their rate of discount, on the

8th of April, to 5 per cent., to have remained per-

fectly passive under the further progress of the drain.

I should rather believe that, seeing the strength of

the tendency to a further efflux of bullion during
the remainder of that month, they would, before

the close of it, have taken a further step, by either

* Bullion in the Bank on 17th April, 1847.
Issue department - - 6,250,000

Banking department
- - 3,080,000

Total - - - 9,330,000

f But probably somewhat more, as before observed, in con-

sequence of the higher rate of interest between August, 1846,
and January, 1847.
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raising the rate of discount, or reducing the num-
ber of days for bills, or by the sale of securities, or

by adopting all these means of checking the drain.

But I will allow to the currency party the full

benefit of the assumption, that the directors would
have been imprudent enough to have taken no

step whatever for the reduction of their securities
;

and thus to have allowed the drain to have taken
its course unchecked, as far as the Bank of England
was concerned. What then would have been the

further course which the drain would have taken,
thus unchecked by the Bank, except by an advance
of one per cent, in the rate of discount ?

According to the currency theory, the drain,
unless the Bank contracted its circulation, would

proceed, uninterruptedly, to the utter exhaustion
of its treasure.

This doctrine of the interminable nature of drains,
like every other peculiar to the currency theory, I

consider to be utterly untenable upon any general

ground of reasoning, and at variance with all ex-

perience and evidence of facts.

I cannot better convey my opinion of the nature,
and causes, and limits, of a drain of gold, for export,
than by quoting the following passages from a

writer in whose views of the subject, expressed
with admirable clearness, I perfectly concur:

"
Considering how great, and almost exclusive, a stress has

been laid upon the extraordinary security said to be furnished

for the convertibility of Bank notes by the Act of 1844, there

is perhaps no point of more importance than to define as far as

possible the nature of the only danger to convertibility against
which that act can be imagined to contain a safeguard. Danger
from internal panic, we have seen, it does not prevent. On the

contrary, it tends to produce such danger when it does not exist,

and to aggravate it when it does. But the danger of having the

whole of the Bank bullion drained out for exportation is that

against which we are assured that the Act of 1844 is an effectual

remedy. How is it, then, that we ever come to be exposed to

this danger, and what are the means of averting it ?

c c 3
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" The general law under which drains of gold for export take

place is extremely simple, and if the whole of the circumstances

naturally attending its operation were investigated, it would

probably be found much less alarming than it has been generally

represented. The debts and credits of two countries trading

together generally balance each other, or are brought to an

equality by the aid of some third country, which is a creditor

to one of the two, and a debtor to the other. Thus, directly or

indirectly, goods are paid for in goods. But it happens, from
time to time, that payments requiring to be made out of the

ordinary course of trade are most easily effected by a transmis-

sion of the precious metals, and when this happens, gold or

silver, as the case may be, will flow out of the debtor country.
The chief cause of such payments in time of peace is a sudden and
unusual import, which, from the nature of the case cannot
be met by a sudden and equally large export ; and imports of

corn to supply a defficient harvest have been hitherto, in the

anomalous state of our corn trade, almost always of this kind.

When such an event occurs, however, it is evident that a cer-

tain definite payment has to be made, and that when gold

enough has gone out for the purpose, the exchanges will revert

to their ordinary state, and the general movement of trade will

be the same as before. It would be clearly an absurdity to

infer from the fact that a set of London merchants had incurred

a debt of five millions sterling for corn to a set of New York

merchants, and were discharging it by sending out gold,
that therefore there would be no end of the transmission of gold,
unless active measures were taken to stop it. The debt would
be paid by the individual merchants, let the law or the Bank

say what it might ; but it is equally certain that the payment
would not exceed the debt. We have had some considerable

drains of gold which came to an end without any effort being
made for the purpose. The definite extent, and the natural

course and termination of drains, resulting from a variety of

causes, have been explained in the most lucid and instructive

manner, by Mr. Fullarton, in his able work on the currency.
In almost all cases, if we had a sufficient stock ofgold in hand
at the outset, the drain might safely go on until the foreign de-

mand was satisfied, without disturbance to commerce. If, there-

fore, our stock of bullion were adequate, and our commerce

generally in a sound state, the infliction of pressure to check so

harmless a movement would be gratuitous folly.
" Our stock of bullion, however, may not be large enough to

bear much diminution, or, though large, the probable drain may
be great enough to threaten a dangerous reduction of it. In
either case something must be done to keep up an adequate
stock of treasure. There are but two things that can be done.

One is to force goods abroad in payment of the debt, instead of
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gold. The other is to induce foreigners to send gold for invest-

ment in our interest-bearing securities. In the latter case we
pay the debt by the export of stocks and shares. In all cases

the debt is discharged. The principle upon which the Act of

1844 was founded was that of counteracting a drain by forcing
the export of goods. This, however, even when it is practicable,
can only be done by a most violent and destructive operation

upon the value of all kinds of mercantile property dependent
upon credit. The arrangements of the act are such as to ensure

practically that when the bullion in the Bank is no more than
about eight millions discounts shall be stopped and merchants
thrown for the means of meeting their engagements entirely

upon their own resources. By this means goods held upon
credit may be forced upon the market, and the reduction of

price so brought about may facilitate exportation. It must be
admitted that this, if it be a remedy, is a truly desperate one.

It is, in fact, a kind of quackery, which may possibly be ad-

missible when all else fails, but which certainly ought not to be
called in except in the last extremity.

" The only other mode of counteracting the effects of a drain

of bullion is by establishing, if possible, such an advance in the

current rate of interest as may attract capital from foreign
countries. The application of this remedy need not of necessity
be attended either with serious commercial disturbance or with
discredit. It would make discounts dear, but neither unattain-

able nor uncertain ; and supposing trade to be upon the whole
in a sound state, the greatest evil arising from it would be a

temporary diminution of commercial profits. It is by this

remedy only that the drain of gold has been counteracted in the

present year, and it is only in so far as it operated upon the rate

of interest that the Act of 1844 has had any real influence in

preventing the exhaustion of the Bank bullion. If the act had
had no other operation, the country would have been spared the

distress and mischief of the two panics, and yet have been just
as well supplied with gold as it is at present. But even this

remedy, though the most effectual and least objectionable, can-

not in all cases be relied upon, for the gold will at all events

flow out to discharge the foreign debt, and it is not always cer-

tain that the gap can be filled up from some other quarter.
Hence we may conclude, that not only the ease and security of

our commerce, but the steadiness of our whole monetary and
financial system, require the maintenance in this country of a
stock of bullion large enough to meet such demands upon it as

may occasionally arise from an unfavourable exchange ; or what,
with a paper convertible into gold, is the same thing, from an
adverse balance of foreign payments. The practicability of

keeping up a great stock of gold is sufficiently proved by the fact,

that in the ordinary course of trade the precious metals have a

c c 4
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stronger tendency to flow into England than into any other

country ; but the objection hitherto made to such a measure
has always been its expense. It is of course natural to expect
that the Bank of England should be unwilling to hold an exces-

sive proportion of its capital in a form generally unprofitable,
and its readiness, if not impatience, to get rid of its gold on
some remarkable occasions, however injurious to the public,
cannot be considered surprising in a commercial corporation.
But if the management of this vast central hoard of bullion,

being as it is a national reserve for certain great emergencies,
were viewed in its true light, as an object of primary national

importance, we do not believe that there would be any serious

difficulty about the cost of keeping it up." Morning Chronicle,
29th Dec., 1847.

My belief, then, is, that the stock of bullion in

the Bank, at the beginning of April, namely, twelve
arid a half millions, would have been ample to have
satisfied the drain, without resort, by the Bank, to

any measure more violent than an advance to 6

per cent, and, possibly, a reduction of the echeance

to sixty days. But I am inclined to think that it

would have been sufficient if the rate had been

simply advanced to 5 per cent.

1 have already supposed that, with an advance to

6 per cent, and 60 days' echeance, the drainwould have
carried off two millions more of gold than actually
went in April and May. Granting, then, that in

consequence of not advancing the rate above 5 per
cent., and retaining the echeance at ninety-five days,
one or two millions more had gone, making the

reduction of treasure altogether greater by three or

four millions than that which actually occurred ;
and

taking the reduction at four millions
; this, added

to the seven millions, by which the treasure had
been diminished between August 1846 and May
1847, would make eleven millions to have gone
towards redressing the adverse balance of trade :

leaving, still, eight millions in reserve.

Now that the whole cycle of events, from the

commencement to the termination of the drain, is

completed, it would be well worthy of the consider-
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ation of those who have better means of judging
than I have, how far the circumstances affecting
the trade of the country, and the value of secu-

rities, including railway investments, would justify
the supposition that a much larger sum than that

which I have here assumed, would have been re-

quired, without any violent contraction of accom-
modation by the Bank.

There are two reasons that weigh with me in

coming to the conclusion that the sums I have set

down would have been more than sufficient to

satisfy the demand for export.
One reason is derived from a reference to the drain

of 1824-5. It appears that from the 31st of August,
1824, to the 31st of August, 1825, the loss of trea-

sure by the Bank was about eight millions, namely,
from 11,727,430^. to 3,634,320/. But, as the

exchanges had turned before the end of July,
1825, the probability is that some part of these

eight millions had been taken for internal purposes ;

especially as there were already premonitory symp-
toms of discredit among the country banks. At

any rate, these eight millions had fully satisfied the

foreign demand, and the drain had run out without
the smallest effort on the part of the Bank to resist

it; there having been no advance in its rate of

discount above 4 per cent. Here, then, was the

case of a perfectly spontaneous termination of a

drain, which was of a very formidable character, by
an export of eight millions of gold.

The other reason, on which, indeed, I lay more

stress, is derived from a reference to the Bank
of France. That establishment was, in December

1846, very critically situated, so much so, as to be

compelled to have recourse to a measure very similar

to that which had been resorted to by the Bank
of England in the autumn of 1839. It bor-

rowed a sum of 800,000^. from parties in Lon-
don

;
and its prospects, at that time, were full of
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peril. In proportion to the magnitude of the com-
merce of the two countries, the balance of trade

seemed relatively to be more adverse to France
than to this country, the former requiring an
enormous importation of food, while its resources

for the payment of it, by exports of commodities,
were much less

;
and yet the Bank of France took

no other measure for the counteraction of the effects

of that adverse balance, than a very late and re-

luctant advance in its rate of discount from 4 to

5 per cent. The purchase from it of fifty millions

of rentes by the Russian government no doubt

operated as a relief. But it operated also, though
indirectly, as a relief to the Bank of England,
because, if the Bank of France had not been so

relieved, its difficulties and necessities would have
caused a further depression in our exchanges on

Paris, and would have required more effort on the

part of the Bank of England to turn them. I

mention the instance of the Bank of France, because

the doctrine of the currency theory that drains

cannot be surmounted without a contraction of the

circulation, would apply to it, in an eminent degree ;

and yet the drain there did terminate without

any contraction worth mentioning of the circu-

lation, and with only a rise in the rate of discount,
from 4 to 5 per cent. And, further, because the

example of the Bank of France has, on some former

occasions, been held up in disparagement of the

Bank of England.*

* In proof of the pertinence of my allusion to the experience
of the Bank of France, and as a further instance of the occur-
rence of a serious drain of treasure in the face of an almost
undiminished outstanding circulation, I may refer to the official

returns of that establishment. I would particularly direct the
attention of the partisans of the currency theory to this striking
addition to the catalogue of anomalies which they find it so

difficult to explain in accordance with their peculiar doctrines.

For here in France is the same discrepancy as in England



SUSPENSION OF CASH PAYMENTS. 395

But, recurring to the comparison between what
has taken place, under the act of 1844, and what
would have taken place, if the only precaution
taken by the Bank of England, in April last, had
been confined to an advance of its rate of discount

from 4 to 5 per cent., according to my supposi-
tion, I think there might have been an export of

bullion, in all, between August 1846 and August
1847, of about eleven millions

;
thus leaving, after

the full satisfaction of the drain, at the latter date,

eight and a half millions, which, inasmuch as all

further demand, if any, for gold, must have been
for internal purposes, would, unquestionably, have
been quite sufficient.

The hypotheses I have ventured to introduce in

the preceding pages, will of course be contested,
and I readily admit that I have no means of

proving them : they are mere conjectures; but they
are better entitled to attention, presenting, as they
do, some tangible grounds for computation, than
the confident assumption, without any details what-

ever, by the advocates of the act of 1844, that, but
for that measure, we should have had a suspension
of cash payments.

I will, however, bring the matter to a still closer

test. Let us take the supposition by Sir Charles

Wood, in his speech of the 30th of November, that,
but for that act, the bullion in the coffers of the
Bank might have been reduced to between two and
three millions. The reduction of the bullion to

this low amount, supposes that the drain from

between the variations of the notes and of the bullion. The fol-

lowing were the average results of the quarters ended,

Outstanding Coin and
circulation. bullion.

Quarters ended. Francs. Francs.

25 March, 1845 - - 256,000.000 - - 266,000,000
26 Dec., 1845 - - 269,498,000 - - 187,334,000
26 Dec., 1846 - 259,459,000 - - 72,734,792
25 March, 1847 - - 249,404,000 - - 79,535,000
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August 1846, to October or November 1847,

would, in the absence of the act, have gone to the

extent of sixteen millions.

Granting, for the sake of argument, that the

amount of bullion had been so reduced
;
but not,

for a moment admitting the remotest probability of

such a run for gold, subsequently, as Sir C. Wood
proposes, I would ask whether, after having parted
with nine millions of gold more than actually was

exported, amounting in all to sixteen , millions,
from the commencement of the drain, and there-

fore satisfied so much of the foreign debt, the

directors would have found more difficulty in recti-

fying the exchanges than they did in April 1847 ?

Is it possible that any competent person can, for a

moment, doubt that there would, under such cir-

cumstances, have been less difficulty, if any diffi-

culty at all
; and, if not, what becomes of the

bugbear of our being reduced to suspend cash pay-
ments ?

SECTION 21. The Conclusion of the Argument
on the Act of 1844.

The view which has been sketched in the pre-

ceding section of what might have been compared
with what was, is not only of importance in showing
how much in error Sir Robert Peel and Sir Charles

Wood were, and probably still are, in their estimate

of the operation of the act of 1844 : it also suggests
the consideration of the immense advantage which a

large treasure is calculated to afford to the Bank
in an undivided state, in greatly mitigating the

pressure which is inevitably incidental to the occa-

sional occurrence of casualties entailing, suddenly,
an adverse balance of trade.
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The advantage which I thus ascribe to the

possession by the Bank of a large treasure, consists

in its enabling the directors to regulate their

management with fewer and less abrupt changes
in the rate of interest, and in the degree and kind
of accommodation, than would be necessary with a

comparatively small reserve. The difference, in

this respect could not, by possibility, be more

strikingly exemplified than by the experience of

the present law.

I have shown, on the strongest grounds of hypo-
thetical reasoning, with how few changes, in the

rate of interest, the Bank might have surmounted
the recent pressure, if it had had the undivided pos-
session and use of the bullion in its vaults ; and more

especially, if it had had the possession and use of

the two millions or thereabouts, which were, and

are, absorbed very uselessly, as a consequence of

the restriction on the circulation of the country
banks.

Under the present law, according to the ex-

perience which we have had of it in the memor-
able year which has just closed, the changes in

the rate of interest, and still more in the extent

and kind of accommodation, have been at least as

frequent, as abrupt, and as violent, as might have
been found to be necessary if the Bank had been
on its former footing, with little more than half

the amount of bullion which was in its vaults in

August and September 1846. With a stock of

bullion of ten millions at that time, on its former

footing it might have counteracted the drain so as

to have saved itself (that is, it might have rectified

the exchanges, notwithstanding the formidable

extent of the adverse balance of trade,) by measures
not more violent than those which the directors

were, in self-defence, obliged to resort to in April
last (1847).
We will suppose that, having a treasure of only
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ten millions in August and September, 1846, they
had been as supine in the interval between that

time and April, as they were in 1839, and that, by
the middle of April, the bullion, after the payment
of seven millions towards satisfying the adverse

balance of trade, had been reduced to the same
amount as the banking reserve was at that time,

namely, about three millions.* If, then, having no
resource such as was resorted to, in 1839, by a

loan from France, the directors were determined,
at any sacrifice, to save themselves from the neces-

sity of suspending cash payments, as resolutely as

the directors were last April to protect the reserve

in the banking department, there is no reason what-

ever to suppose that they would not have been

equally successful in turning the exchanges, and

consequently stopping the drain.f

* There were eight weekly returns in 1839 (six ofthem con-

secutive, in August and September) in which the bullion was

only 2,400,OOOA

t Sir Robert Peel seems to have had a glimpse of the power
of the Bank to save itself under most circumstances, and of its

being only a question ofthe effects on the commercial community,
whether it is expedient to resort to measures so violent as in some
cases might be necessary. In the following passage of his speech
in the debate ofApril 25th, 1845, he admits that under the former

system there might be a guaranteefor the permanent converti-

bility ; but there would be a liability, he supposes, to a violent

contraction of the circulation deranging the monetary transac-

tions of the country. How much less, might it be asked, has

there been of derangement than was contemplated in the fol-

lowing remarks ?

After repeating some of the assumptions on which the House
had proceeded, Sir Robert Peel added,

" There was another

assumption on which the House also acted that with a per-

fectly unregulated competition in the issue of paper there was no

necessary guarantee for the permanence of the convertibility of

that paper, or rather, I should say, that though there might be

the guarantee of permanent convertibility, yet there was no

guarantee, where competition was perfectly unrestricted and

unlimited, against the occasional necessity of sudden and violent

contractions of the circulation, leaving, indeed, the notes con-

vertible into gold, but deranging the monetary transactions of
the country, and shaking all confidence, even in public credit"
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The fair inference to be deduced from this view

is, that by the mistake and a gross mistake it is,

or, to use a more emphatic, and therefore more

appropriate term, the great and grievous blunder*,
committed in the separation of the Bank into two

departments ;
the six millions of capital in the

shape of bullion in the issue department were per-

fectly inert, cut off, and inapplicable to the purpose
of relieving the intense pressure which was felt

from the want of available capital ;
and that con-

sequently no advantage whatever was derived by
the country from possessing, accidentally, (for it

was by no merit of the act,) so very large an amount
of bullion as existed at the commencement of the

late drain.

It is hardly possible to imagine confirmation

more complete than that which is thus afforded by
experience and the evidence of facts, of the cor-

rectness of the anticipations which were enter-

tained and expressed of the probable operation of

the act by those who had originally opposed the

measure. With a larger stock of bullion than was
ever before accumulated in the vaults of the Bank,
the commerce of the country has been visited with
shocks which could not have been exceeded in

violence, if the total amount of treasure at the

commencement of the drain had been only one half

of that which it actually reached.

With upwards of 16,000,000/. of bullion in

hand, the Bank, when called upon to meet a

drain for foreign payment, the actual extent of

which did not reach nearly half that amount, and

which, in all probability, would not, under the

*
According to Dr. Johnson, the meaning of the word

" blunder" is
" a gross mistake."
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least vigilant management conceivable, have reached

10,000,000^., found itself so crippled by the arbitrary

separation of its departments, that the directors

were under the necessity of resorting to measures
more severely restrictive of commercial credit than

any that had been known since 1796-7. The

variations, in the rate of interest, during the year
1847, have exceeded in frequency and extent any
of which there is to be found an example in the

commercial history of this country. The number
of the variations of the Bank minimum rate of dis-

count has already been noticed. (See p. 330, ante.)
The range of variation of the Bank rate, since

Sept. 1844, has been from 2^ per cent, up to 9 per
cent., and recently down to 4 per cent. But within

little more than nine months, namely, from the

beginning of April, 1847, to the end of January,
1848, the range has been from 4 per cent, up to 9

per cent., and back to 4 per cent. While the

market rate has varied, in this latter interval, from
4 per cent, to 12, 15 and 20 per cent., and fallen

back to less than 4 per cent.

The three concluding propositions with which I

terminated my view in 1844, of the plan then in

contemplation, pursuant to the currency theory of

dividing the Bank into two departments, will per-

haps form the most fitting conclusion of my argu-
ment on the act by which the scheme, then in

contemplation, was carried into effect.

"15. That it is only through the rate of interest

and the state of credit, that the Bank of England
can exercise a direct influence on the foreign ex-

changes.
" 16. That the greater or less liability to variation

in the rate of interest constitutes, in the next

degree only to the preservation of the convertibility
of the paper and the solvency of banks, the most

important consideration in the regulation of our

banking system.
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"
17. That a total separation of the business of

issue from that of banking is calculated to produce

greater and more abrupt transitions in the rate of

interest, and in the state of credit, than the present

system of union of the departments"

Sir Robert Peel, in the peroration of his speech
of the 6th of May, 1844, thus described the im-

portance of the measure he then brought forward,
and the beneficial effects it was calculated to pro-
duce :

"Considering the part which I took in the year 1819 in ter-

minating the system of inconvertible paper currency, and in re-

establishing the ancient standard of value, it will no doubt be a

great source of pleasure to me, if I shall now succeed, after the

lapse of a quarter of a century since those measures were adopted,
in obtaining the assent of the House to proposals which are, in

fact, the complement of them, and which are calculated to

guarantee their permanence, and to facilitate their practical

operation."

A greater contrast cannot well be conceived be-

tween the expectations thus held out by the framer
of the Act of 1844, and the results which have at-

tended its operation. So far from there being any
]ust ground for the claim set up for it to be con-

sidered in the light of a complement of the measures
of 1819, calculated to guarantee its permanence, or

to facilitate its practical operation, it may with
more truth be said that it is an ugly excrescence,
calculated to endanger the permanence, and to im-

pede and derange the operation of the measures of
1819.

As the result of a careful examination of the prin-

ciple* on which the Act of 1844 was founded, and

* I have here to repeat, what, I cannot too strongly impress

upon my readers, that it must be distinctly understood, that

throughout the whole of my argument on the principle and

operation of the Act of 1844, I have in view only those pro-
visions of it which divide the Bank of England into two sepa-

VOL. IV. D D
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of the experience of its working since the time when
it came into operation, I have no hesitation in giving
it as my opinion that it is a total, unmitigated, un-

compensated', and, in its consequences, a lamentable

failure.

In conclusion, I am wholly unable to suggest

any scheme of regulation by which the occasional

recurrence of periods of commercial discredit and
distress can be prevented. But whatever may,
hereafter, be the causes of such disasters, their

effects cannot, in my opinion, fail to be greatly

aggravated by restrictions, such as those of the

present law, upon the amount of the Bank note
circulation

; and, more especially, by the division

of the Bank of England into two departments, (as
one of the methods of imposing a limit on its

issues.)
All that I have to recommend is

1. A total abrogation of those provisions of the

Acts of 1844 and 1845, which limit the amount of

the note circulation, and separate the function
of issue from that of banking in the business of the
Bank of England.

2. Such an arrangement with the Bank of

England as will insure that its business shall be
conducted upon a much larger average amount of

bullion than that which, from the renewal of the

charter in 1832 down to 1843, the Directors seem
to have considered it incumbent upon them to

maintain.

rate departments, and which limit the amount of the country
circulation. As to those provisions of the Act which relate to

better securing the solvency of the country banks, whether

issuing or non-issuing, whether joint stock or private, I have
not entered upon them at all. I have no objection to any
measures calculated to improve the quality of the notes, that is,

the solvency of the issuers. My objections are confined to inter-

ference with their quantity.
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SUPPLEMENT TO PART I.

IT would appear that the yield of the harvest of 1847

was, in the first instance, in some degree over-rated. This

was a natural result of the appearance of bulk on the

ground, and in the gathering, which seems to have distin-

guished the wheat crops throughout the greater part of the

kingdom. The average quality of the grain yet brought
to market leads to the inference that, though the produce

per acre was larger than in most previous seasons, this is

materially counterbalanced, in effect, by a comparative

deficiency in the yield of flour.

From the week ending the 18th of September, when
the average price of wheat fell to 495. 6d. to the end of

January (1848) the price has been remarkably even,

varying little from an average of about 5 3s. per quarter.
The importations of foreign grain continued to be un-

usually large till near the middle of November ; but the

quality, particularly of the wheat, being found, generally,

very inferior, these supplies had a much less effect upon
the market, during the remainder of the year, than might
be anticipated from a mere statement of their extent. It

is understood that a large portion of the foreign wheat of

low quality, previously in store, was, in December and

January, disposed of, at reduced prices, as a substitute for

inferior descriptions of grain.
The corn-markets during the last three months of

the year were dull and quiet. Wheat of good quality,
home or foreign, being apparently not abundant, or likely
to be so, has been firmly held for the highest current

price ;
and had the demand not been checked by the de-

pressed state of the manufacturing districts, or had the

prospects of trade during the ensuing six months been less

gloomy, the prices of grain would probably have ranged
somewhat higher after the cessation of the imports in

November ; the yield of the last harvest being still vari-

ously estimated, and the reported condition of the stocks

in the corn-growing countries, rendering it unlikely that

we shall receive any considerable supplies from abroad,
unless at very high prices, before the next harvest.

D D 4
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Average Prices of Corn in England and Wales.

IT is generally known that the average prices of the six

principal descriptions of grain and pulse, published weekly
in the ' London Gazette,' are founded upon returns made

by inspectors stationed in a large number of the towns of

England and Wales, in which corn-markets are held.

During a part of the period embraced in the present
volume that is to say, from its commencement to about

June, 1 842, the number of towns from which returns

were received, was 150. At about the last mentioned
date the number was extended (under 5 & 6 Viet. c. 14.)
to 290. This change would appear to have increased the

quantity of corn brought under inspection in the process of

sale, in the proportion of about four to three.* The effect

on the apparent average price, if we may rely upon a com-

parison of the weekly averages, as calculated separately
under the Act above mentioned, and that (9 Geo. 4. c. 60.)

previously in operation, during the 57 weeks immediately

following the 28th of January, 1843 f, was, generally, to

raise the apparent average price (of six weeks) by which
the duty was regulated, (which then ranged at about 50s.,)

by an amount varying from Id. to 5d. per quarter. The

weekly variation must, of course, have been greater. In
other respects, the method of computing the averages ap-

pears to have been the same throughout.
In using these averages, it is requisite to bear in mind

one or two circumstances connected with their origin.
The particular purpose for which they have hitherto been
taken that of regulating the importation of foreign
corn seems to justify their exclusive reference to sales

of home grown corn. But in applying them to any other

purpose this should not be forgotten. The foreign grain
which passes into consumption in this country is usually
inferior in quality to our own. If included with that of

home growth it would, therefore, tend to lower the general

average. The quantity of foreign and colonial wheat, and
of other grain, annually taken into consumption, varies

from a few thousand quarters to one-sixth or one-fifth of

the whole quantity supposed to be consumed ;
and the

importance of the element of foreign supply, in a comparison

* See Parliamentary Paper, Commons, Session 1843, No. 23.

j- Papers, Commons, Session 1844, No. 122.
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of different years, has, of course, a similarly wide variation.

It is also to be considered that the average quality of the

grain consumed, home and foreign, varies annually, as well

as the quantity of each of these taken to make up the aggre-

gate consumption. It need hardly be observed that a quar-
ter of wheat does not always yield the same quantity of

flour ; and so has not always the same effect upon the ulti-

mate demand ; which has reference as well to the nutritive

value as to the money price of the article.

The annual average prices, as made up by the inspector
of corn returns, are not required for the purposes of the

law regulating the importation of corn
; nor can they, as

at present obtained, be deemed particularly valuable with
reference to the more general purposes of statistical inquiry.
In computing the weekly averages, regard is had both to

the price and the quantity included in each contract of

sale. But the yearly average is obtained simply by adding
together the weekly averages for a year, and dividing the

sum by 52. The accuracy of the result therefore depends
upon the contingency that the inequalities of the quanti-
ties sold weekly, at different periods of the year, shall so

balance each other as to render immaterial an entire exclu-

sion of the element of quantity. In most years, the home

supply is so regularly distributed over the whole period
that the error would probably be very small. In others,

however, it is not so.

The average price for the year 1847, as made up in the

usual way, is 69s. 9d. ; or lie?, less than that of the year
1839. But if regard be had to the quantities sold at each

weekly average price, the average for the year is only
about 68s. per quarter.

Again, the average price for the 52 weeks immediately
following the first week in September, 1846, (during
which the British crop of that year may be supposed to

have been in the market,) if taken in the usual way, is

68.?. 9d. But so irregular was the actual distribution (as
shown by the inspected sales) of the produce of the harvest

of 1846, over this period, that, were strict regard had to

the element of quantity, the average price at which it was

really sold, would probably be found not much to exceed

60s. per quarter. The following were the aggregate

quantities of wheat returned, as sold in each of the four

periods of thirteen weeks, each following the 28th of

August, 1847, with the average price for each such period,
obtained
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TABLE of the Weekly Average Prices of Wheat in England and
the Nineteen Years
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Wales, as computed by the Inspector of Corn Returns, during

ending 1847.
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Table of the Weekly Average Prices of Wheat in England and
the Nineteen Years
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Wales, as computed by the Inspector of Corn Returns,

ending 1847 (continued}.

413

during
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to the astronomical year, beginning the 1st of January.

They are thus based, usually, upon about 35 weeks' sales

of the produce of one harvest, and about 17 of the produce
of another ; and so afford no satisfactory indication of the

character of either. The period at which the produce of

each harvest begins to rule the current price varies, in

some degree, with the seasons; but it would obviously
not be difficult to fix a date for the commencement of the

harvest year, (as, for instance, as the first week in August,)
which would cause the annual average price to indicate,

with tolerable accuracy, at once the comparative yield of

successive harvests, and the annual variations of the cost

to the consumer.

Home Supplies of Wheat, in Harvest Years, as indicated by
the Official Returnsfor England and Wales: 1839 47.

THE quantities of wheat of home growth returned as

sold in England and Wales in the markets inspected for

the formation of the official averages, in each harvest year,
are stated in the following table. The harvest year is here

computed from the first week in September forward, for

the reasons given at page 6 ante (note]. It will be borne

in mind that about June, 1842, the returns were extended

from 150 to 290 markets, under the Act 5 & 6 Viet,

c, 14.

Harvest
Years.
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Prices and Foreign Supplies of PF7ieat, in Harvest Years,
since 1828.

IF it be assumed that each year's crop of wheat rules the

weekly average price from the first week in August for-

ward, and that all wheat and wheat flour of foreign pro-
duction entered for home consumption after the 5th of

August in each year goes into consumption with the crop
of the current year, the following may be received as an
accurate statement of the prices of the harvest year since

1828, and of the foreign supply added, in each year, to that

of home growth.

In the

Harvest Year.
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the United Kingdom, during the harvest years, 1845-6
and 1846-7 :

1845-6. 1846-7.

Wheat - -
qrs. 1,669,026 - 1,571,433

Barley
- 203,865 870,444

Oats - 656,273 - 1,294,207

Rye 324 - 28,885
Peas - 111,623 - 241.791
Beans 235,689 390,454
Maize 363,111 - 2,906,248
Wheatmeal or flour, cwts. 2,655,201 - 4,463,724
Oatmeal - 3,622 24,329

Ryemeal - 1 200,729
Indian meal - 95,064 - 1,007,160

The following Table, exhibiting the operation of the

three different scales of import duty in use since 1828, at

intervals of 5s. in the price, may serve to indicate, nearly,

the conditions under which the foreign supplies above

stated were received, prior to the suspension of the corn

laws in January, 1847 :

When the

Price of
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SUPPLEMENT TO PART II.

THE state of the markets for produce other than corn,

have already been observed upon, down to about the

middle of September, 1847. To complete the review of

the year, it remains to notice the fluctuations of prices

during the last three or four months. This period, though
short, derives some importance from its embracing consi-

derable variations as well in the prices of some descriptions
of produce, as in the rate of interest, and in the amount of

Bank notes in circulation. It seems proper, therefore, in

treating it, to enter somewhat into detail.

The Table on the next page exhibits the prices of the most

important articles of general consumption in this country, in

the last week of December, as compared with their prices
at the same period in each of the two years immediately
preceding ;

and if taken in conjunction with the similar

Table given at page 78 (ante) of the prices of the same
articles in the second week of September, in each of the

same years, it affords a tolerably complete view of the state

of prices at the beginning and end of the period now to be

considered, during three consecutive years.
If the prices of December 1 847 be compared with those

of December 1846, a fall will be observed upon about one

half, in number, of the articles quoted ; but in many of

these instances the price of December 1847 will be found,

notwithstanding, to be higher than that of December 1845.

If the prices of September 1847 [stated ante, p. 78.] be

compared with those of the end of December, here given,
a fall will also be observed, as to about the same number of

articles.

In considering what may have been the causes of this

fall of prices, particularly after September 1847, it is de-

sirable to take first into account those which are most

obvious, and which appear to have operated most widely.
There is not, then, it would appear, a single article among
those, the prices of which appear to have fallen during the

last four months, or indeed during the whole of the year
VOL. IV. E E
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that commodities held in stock, upon credit, are liable to

be thrown upon the market without any very close refer-

ence to the state of the current demand, whenever a

general restriction of credit, or a material augmentation of

the rate of interest, renders the retention of borrowed

capital more difficult or expensive than usual. That there

are few commodities requiring the investment of large
amounts of capital which are not so held, to a considerable

extent, is sufficiently well known ; and the facts stated and
alluded to in the foregoing pages, respecting the commer-
cial failures which occurred in September, October, and

November, 1847, afford ample evidence that considerable

quantities of East India and colonial produce, in particular,
were held upon credit at the period referred to.

The effect of a supply materially augmented by forced

sales, being taken in conjunction with that of a reduced

demand, it is not very difficult to account for the fall

observed in the prices of such articles as tea, silk, indigo,

cochineal, logwood, and others, between September and
December 1847. Wool, cotton, and flax have suffered,

more or less, throughout the year, and more especially
towards its close, from a reduced demand for the factories ;

and iron has been similarly affected by a reduced demand
for the railways ; besides that, all these articles being held

in large quantities, the limitation of credit and the pressure
for floating capital must also have affected, more or less,

the prices of each, by compelling their sale, or at least

urging their holders to attempt to sell them, without giv-

ing the usual degree of consideration to the state of the

demand for consumption.
The only article, not yet particularly referred to, the

price of which has been materially reduced, is sugar. I

deem it proper to treat this apart, as it is the article the

fall in which was most remarkable, and attracted most
attention ; and also because, in examining the causes of

the fall, I shall have an opportunity of exhibiting, in parti-

cular, the utter want of accordance between the fluctua-

tions of prices and of the Bank note circulation observable

in the last four months of 1847.

All the causes of reduced prices, already adverted to,

bore upon that of sugar with extraordinary force. How
far the supply was excessive, may be judged of from the

following figures, extracted from the latest returns made

up at the Board of Trade :

z z 2
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Sugar (unrefined) imported into the United Kingdom, and
enteredfor consumption.
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in the autumn of 1847, to comply with the restrictions

imposed upon their issues. A reference to these varia-

tions, as they actually occurred, will show how far any
such supposition is well founded.

For the week ending the 4th of September, the amount
of Bank of England notes in circulation (including post

bills) was 19,000,0007. ; for the week ending the 6th of

November, 21,300,000^ ; and for the week ending the 4th
of December it was 19,600,000/. Similarly, the Bank
note circulation of the United Kingdom, which by the

monthly return of the llth of September, amounted to

33,778,000/., was returned, on the 6th of November, at

36,736,000^. ;
and on the 4th of December, at 34,605,000/.

So that the variations which took place in the price of

sugar, as of other articles similarly affected by the severe

restriction of credit in October, instead of agreeing with,
were precisely the contrary of those which an adherent of

the currency theory would have deduced from observation

of the amount of Bank notes in use ; while, as has been

seen, a glance at the relation of supply and demand

explains them at once.

If, however, further evidence be required of the extent

to which the fall of prices observed, as to several articles

of importance, in 1847, and particularly in the latter

months of the year, is to be accounted for by reference

simply to variations in the relation of supply and demand,
it is to be found in abundance in the annual trade circulars

issued in December, 1847, and January 1848. Subjoined
are a few extracts from some of these papers :

W. J. Thompson and Sons. 22nd December, 1847.

SUGAR Sugar has suffered greater depression during the past month
than any other article of importance, the greater ease of the money market
not having afforded it any relief: the present stocks in this country are

enormous as compared with last year, and the portion held by suspended
houses has pressed rather heavily on the market : added to which, the latest

accounts from the colonies give prospect of a very abundant supply from
most quarters, and the present low price of malt causes only a comparatively
small quantity to be used for brewing and distilling purposes.

COFFEE. During the extreme depression which has now existed for some
months past, and which has so seriously affected nearly all descriptions of

produce, the coffee market, on the whole, has sustained itself tolerably well,

and does not exhibit that great depreciation in value which is perceptible in

some of our colonial produce.
* * * The stock of British West India

amounts to about 2,4OOcasks, and3,10O barrels and bags, against 2,300 casks

and 1,950 barrels and bags; there is a falling off in the consumption of about

70O casks. The public sales of Ceylon, during the month, amount to 19,567

bags, and 400 cases and casks, of which 14,6O7 bags were of the plantation,

E K 3
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and 4,960 bags of the native sorts. Owing to the large quantity of the for-

mer brought forward at an unusually dull period of the year, and consisting
for the most part of inferior qualities, which generally compose the late .ship-

ments of the season, the sales have passed off very heavily, a concession in

prices having been made in nearly all instances, showing a total decline dur-

ing the month of 4*. to 5s. per cwt.

Laing and Bruxner. 5th January, 1 848.

INDIGO. During the past year 55,523 chests have been brought forward

at the four periodical sales, of which not more than 28,264 were actually

sold, and not less than 5,OOO chests of the former quantity taken out, without

ever having been exposed for sale ; proving beyond doubt that hitherto most

unnecessary quantities have been exposed for sale, which circumstance itself

is quite sufficient to depress the article, even in the face of a brisk demand, or

even a rising market.

COCHINEAL. As we fully anticipated in our last annual report, this

article, immediately upon the opening of the market, attracted, from its

peculiar position, (viz. decreased stock and increasing demand.) a good deal

of attention ; and during the first three months a very' large business was done,
with a rapid advance in prices, more particularly during March and the be-

ginning of April, when a purely speculative demand sprang up, and esta-

blished an advance from the 1 st of January, for all descriptions, ofat least 6d.

to 8d. per Ib. With this advance in price the demand fell off materially,
and the importers, as well as holders, having shown at the same time great

anxiety to realise, prices declined as rapidly as they had risen. The arrival

of large supplies from Mexico in June, coupled with the early arrival of the

Honduras crop, caused a still further depression, and so the article remained
much depressed during the subsequent four months. * * * With a brisk

demand for export, a reaction took place during last month, and a consider-

able amount of business was done, with a gradual advance, and prices may
now be generally quoted about 3d. above the lowest price, with a very firm

market.

COFFEE. This article, like sugar, opened with great spirit on the 5th of

January, and, like that commodity, rose up to the end of the month, and
then gradually receded to the end of the year. The differential duty of

18s. 8d. per cwt. has given such an impetus to the cultivation of coffee, in

Ceylon, that the supplies thence have been sufficient to almost drive low

foreign coffee out of this market. Forced sales have, however, caused, for

some time past, panic prices ; and we look with certainty for an advance in

the price of good ordinary native of 3s. to 4s. per cwt., which the article will

bear without affecting consumption. Fine, fair, ordinary, and low middling
Jamaicas, have also receded in price, having been pressed by the rapidly

improving quality of Ceylon of the plantation kind. Mochas have been par-

ticularly steady,

MANILLA HEMP Owing to heavy arrivals in the summer, which were

generally brought into the market, and sold without reserve, experienced a

great fall in the value, and sales were effected from 28/. to 30/. per ton : the

market being now completely bare, a great advance has been obtained, the

current value being 40/. to 4'2l. per ton.

Norton, Kilburn, and Co. 1st January, 1848.

RAW SILK. Bengal. In the public sales in November but little business

was done, the attendance of buyers being small, and a great indisposition
shown by all parties to add to their engagements.

* * * Since that

period very little has been done, and the deliveries for the last two months
show a considerable decrease as compared with the previous year.
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China An active demand continued for China silk until the month of

August ;

* * * hut subsequent to that period prices gave way, owing
to the disturbed state of the money market, and a consequent desire on the

part of holders to effect sales.

Italian. After the month of July, the demand was small, but uncertain,

buyers not showing any disposition to add to their purchases more than was

absolutely necessary, and the same feeling exists at the present time.

Haywood and Mf ficcar. Liverpool, Slst December, 1847.

COTTON. 1847. The quantity actually consumed (supposing spinners to

hold 5O.OOO bales against lOO.OOO last year) falls short of that in 1846 by
431,000 bales, or an average weekly of 8,290 bales. * * *

Throughout
the whole of the year the complaints of spinners and manufacturers of the

unremunerating state of business were general ; so much so that some mills

stopped working altogether, and many others reduced their working days by
several hours. * * * The quantity of cotton purchased by consumers in

the months of September, October, and November, only averaged 14,5OO
bales weekly, against 29,500 bales during the same period in 1846; and

prices declined in this time 2\d. per Ib. December brought accounts
of open and more favourable weather in the United States for the growing
crop than those preriously received, and so completed the discouragement
which existed.

Cunningham and Hinshaw. Liverpool, 31 st December, 1847.

COTTON. Consistently with the progressive development of the difficulties

of the year, a review of prices shows us that the highest obtainable rates were
current in the month of January last. Still, under the influence of limited

stocks and the expectation of small supplies, an arduous struggle was carried

on between importers, speculators, and the trade, even to a period so late as

the end of August, when it became apparent to all that the difficulties of

manufacturers were too great to admit of any other course than a greatly
reduced consumption. We consequently find that from this period prices

continued, with but few alternations, gradually to decline until the end of

November, a fall of 2^d. per Ib. on the most current qualities of bowed and
Orleans being submitted to, middling cotton of these descriptions being
respectively quoted at 4^d. to 4\d. and 4|d. to 4d. per Ib. From this point
there has been in these qualities a rally of fully \d. per Ib., the decline having
induced a somewhat increased demand, and there appearing also no prospect
of our receiving any but a very moderate supply for a month or two to come.

Hughes and Ronald. Liverpool, 1st January, 1848.

WOOL. We are happy to say that we believe wool has suffered to a less

extent than most of the raw materials of our leading manufactures, owing to

the great caution displayed for a long time past. Prices are decidedly lower,

say from 5 to 25 per cent, under the quotations of this date last year. The
fall is most evident in Australian, Cape of Good Hope, Russian- Merino, and
Buenos Ayres wools, which is partly attributable to the undue quantities

brought at one time on the market at the London public sales. In domestic
and some of the useful qualities of low foreign, as ast India and Egyptian,
the fall is less marked, and will range from 5 to 15 per cent. The entries of

foreign and colonial wool into this port during the past year, although less

in number of bales by 8,000 than during 1846, is fully equal in weight, the

excess in Buenos Ayres more than compensating for the deficiency from the

West Coast of South America.

Gibson, Ord,and Co. Leeds, 21 Jan. 1848.
''

During the latter portion of the year the reduction in the price of home
grown wool, suitable for the worsted trade, was from 10 to 15 per cent., the

E F. 4
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clothing wools experiencing even a still greater decline, say from 2O to 3O

per cent. This difference in the value of the produce of the home and

foreign grower is to be accounted for, by the fact that the former, taking no
account of interest, is enabled to hold his clip for a much longer period,

during the rule of low prices, than his foreign rival, who from the pressure
of interest and charges generally finds himself unable to hold his goods and

compelled to throw them upon the market, even at a sacrifice, in order to

escape further loss by accumulation. Accordingly we find that though the
stock of home grown wool in the country is now more extensive than it was
in January, 1847, yet the amount held by the manufacturers and dealers is

considerably less : on the other the stock of foreign and colonial wool,
suitable for clothing purposes, at present in the hands of the manufacturers is

in a proportionable degree great.

M. J. Million;/. London, 1st January, 1848.

IHON In the early part of the year a considerable business in railway
bars took place at from 97. 5s. to 9/. 15s both for home and foreign supply ;

but towards the end of May it was evident a decline was about to take place,

owing to the difficulty of many of the railway companies getting their pro-

prietors to pay up their calls ; this, followed by the pressure in the money
market, brought the price in July and August last to 8/. 10s. to 8/. 15s ;

since which, the article has gradually declined to 71. per ton at the works,

although some of the makers will not sell under 71. 10s. Bars, in Wales,

owing to the principal ironmasters being fully employed on large orders for

rails, commanded throughout the year almost as high a price as rails; in

fact, at one period, higher prices were paid. The demand for bars, however,

having been satisfied, the price has receded to about 71. at the ports. Staf-

fordshire bars, hoops, and sheets have maintained firm prices nearly through-
out the year, and an extensive business has been done, notwithstanding the

high rates for money : latterly, however, a great falling off has taken place in

the demand, and the general opinion of those conversant with the market is,

that a decline of 21. per ton will take place on quarter-day next Foundry and

forge pig iron were also in good demand throughout the year, but at present

participate in the general dulness of the manufactured articles. As a matter

of course, pig iron must fall in price as manfactured falls.

Scotch pig iron has been in great demand throughout the year, and the

shipments large.

Thorburn and Co. Glasgow, 31 st December, 1847.

IRON. The consumption and exports of pig iron have exceeded the make

by 60,000 tons. It is gratifying to remark that so large a quantity has been

exported this year, exceeding the last, or any former period, by fully 3O,OOO
tons. * * * The make this year has fallen ofF considerably ; next year
we may expect a further decrease, unless prices advance, as it is obvious that

the present price will not pay the makers. It must be admitted that the

home consumption this year has been less than the preceding, and this is

accounted for, from the stoppage of a number of railways, &c.
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TABLES OF PRICES OF PRODUCE OTHER THAN
CORN.

THE tables of prices in continuation of those appended
to the previous volumes of this work, have been compiled,
for the first six years (1840 1845), chiefly from Prince's

Price Current ;
and for the last two years from the Price

Current of The Economist newspaper.
The prices are taken in the first weeks of January,

April, July and November respectively, or at the periods
nearest to those at which a quotation of the article in

question could be found.

As the principal purpose of these tables is to afford a

comparative view of the variations of prices during long
periods of time, it is obviously desirable that uniformity
should be preserved in the method of their compilation.
The plan adopted for the tables appended to the second

volume has therefore been strictly adhered to, wherever a
deviation from it, however otherwise advisable, appeared
likely to interfere with this uniformity. The exceptions
are few, and are readily explained. Some articles, as, for

instance, oil of the northern fishery, and Russian pearl
ashes, have now ceased to be quoted in price currents, regu-
larly, if at all. The tables as to these have, therefore, been

discontinued, and others substituted, containing the prices
of similar articles which appear to have displaced them
in the market. Others, as tea and foreign sugars, being
imported and sold under new conditions, corresponding

changes have necessarily been made in the mode of stating
their prices. And one or two tables have been dis-

continued, either because the article referred to (as

bristles) is practically of no importance, or because, as

in the instance of oil and whalebone of the northern

fishery, it has ceased to appear in the market. The dis-

tinction between "
superior

" and " inferior
"
descriptions

of coffee, and of one or two similar articles, has been

abandoned, as it does not appear to be in any degree
essential to the purpose in view, and is likely rather

to mislead than to aid the general reader, referring, as

it does to a standard of quality, (amply sufficient, no

doubt, for cotemporary uses, but) for the uniformity of
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which, during long periods of time, there is no adequate
security.

In reference to the changes made in the import
duties during the eight years over which these tables ex-

tend, it is necessary to observe that there was a general
addition of 5 per cent, made to all the import duties, ex-

cepting those upon
"
corn, spirits, and timber and wood

goods
"

(on which specific additional duties were imposed)
from 15th May, 1840. In some instances, subsequent
enactments, in dealing with the duties on particular articles,

incidentally withdrew this addition. It is now applicable,

however, to all those included in the following tables, ex-

cepting timber, spirits, and tallow ; and in stating the rate

of any particular duty for any period subsequent to May,
1840, the 5 per cent., and the resulting fractions, are

taken into account.

14th Dec. 1847.

ASHES, Barilla, in Bond, per ton.
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COFFEE, St. Domingo, in Bond, per cwt.
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FLAX, St Petersburg, 9 head, per ton.
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IRON, Swedish (in bond), per ton.
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OIL, Southern fishery, per tun.
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SILK, East India, Raw, per Ib.
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STEEL, Swedish, per keg (continued).
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TAR, Stockholm, per barrel.
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TOBACCO, Virginia, in bond, per Ib.
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The Accounts of the Bank of England, from 1840 to

1847 inclusive.

IN the following Table the four principal items of the

accounts of the Bank, as published prior to September,
1844, are exhibited weekly for the whole period of eight

years to which the present volume relates, with the excep-
tion of an interval of about six months, between March
and September, 1844, the reason for which will be stated

where it occurs.

In order to avoid the introduction of an unnecessary
number of figures, as well as to afford additional facility of

reference, five figures on the right hand of each item have
been omitted, leaving the millions to stand as whole num-
bers, and the next figures as decimal parts of a million.

For most purposes, requiring reference to the state of the

Bank accounts in the past, the degree of accuracy thus at-

tained will be found practically sufficient.

It may be necessary to observe that, throughout, the
"
circulation," includes the post bills.

Date.
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Date.
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Date.
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Periods to
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Date.
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Date.
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Date.
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Date.
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Bank Note Circulation of the United Kingdom.

RETURNS, uniform and periodical, of the note circulation

of all the issuing Banks in the United Kingdom, were first

required by the Act 4 & 5 Viet. c. 50. (passed 21st June,

1841.) They have since been made at the end of every four

weeks. Quarterly returns were previously made of the

circulation of the Country Banks of England and "Wales,
and these are given in the following Table for the first

eighteen months. It will be observed that in the present,
as in the foregoing Table, five figures on the right hand of

each sum are omitted ; and the reasons for this are in both

cases the same :
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Correspondence between the Government and the Bank of

England 25th Oct. 1847.

"
Downing Street, Oct. 25. 1847.

" GENTLEMEN Her Majesty's Government have seen

with the deepest regret, the pressure which has existed for

some weeks upon the commercial interests of the country,
and that this pressure has been aggravated by a want of

that confidence which is necessary for carrying on the or-

dinary dealings of trade.
"
They have been in hopes that the check given to trans-

actions of a speculative character, the transfer of capital
from other countries, the influx of bullion, and the feeling
which a knowledge of these circumstances might have
been expected to produce, would have removed the pre-

vailing distrust.
"
They were encouraged in this expectation by the speedy

cessation of a similar state of feeling in the month of April
last.

" These hopes have, however, been disappointed, and her

Majesty's Government have come to the conclusion that

the time has arrived when they ought to attempt, by some

extraordinary and temporary measure, to restore confidence

to the mercantile and manufacturing community.
" For this purpose, they recommend to the Directors of

the Bank of England, in the present emergency, to en-

large the amount of their discounts and advances, upon
approved security ; but that, in order to retain this opera-
tion within reasonable limits, a high rate of interest should

be charged. In present circumstances, they would suggest
that the rate of interest should not be less than 8 per cent.

" If this course should lead to any infringement of the

existing law, her Majesty's Government will be prepared
to propose to Parliament on its meeting, a Bill of In-

demnity.
"
They will rely upon the discretion of the Directors to

reduce as soon as possible the amount of their notes, if

any extraordinary issues should take place, within the

limits prescribed by law.

VOL. IV. G G
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"Her Majesty's Government are of opinion that any extra

profit derived from this measure should be carried to the

account of the public, but the precise mode of doing so

must be left to future arrangement.
" Her Majesty's Government are not insensible to the

evil of any departure from the law which has placed the

currency of this country upon a sound basis; but they
feel confident that, in the present circumstances, the mea-
sure which they have proposed may be safely adopted ;

and that, at the same time, the main provisions of that

law and the vital principle of preserving the convertibility
of the bank-note may be firmly maintained.

" We have the honour to be, Gentlemen,
" Your obedient humble Servants,

(Signed) "JOHN KUSSELL.
" CHARLES WOOD.

" The Governor and Deputy- Governor of the Bank of England."

(Reply.}

"Bank of England, Oct. 25. 1847.
" GENTLEMEN We have the honour to acknowledge

your letter of this day's date, which we have submitted to

the Court of Directors, and we enclose a copy of the reso-

lutions thereon ; and
" We have the honour to be, Sirs,

" Your most obedient Servants,

(Signed) "JAMES MORRIS, Governor.
" H. J. PRESCOTT, Deputy-Governor.

" To the First Lord of the Treasury and the Chancellor of the Exchequer-
"

" Resolved That this Court do accede to the recom-
mendation contained in the letter from the First Lord of

the Treasury and the Chancellor of the Exchequer, dated

this day, and addressed to the Governor and Deputy-
Governor of the Bank of England, which has just been
read:

" That the minimum rate of discount on bills not having
more than ninety-five days to run be 8 per cent. :

" That advances be made on bills of exchange, on stock,

Exchequer bills, and other approved securities, in sums of

not less than 2000/., and for periods to be fixed by the

Governors, at the rate of 8 per cent, per annum."
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Prices of Gold and Silver ; and Exchanges on Hamburgh
and Paris.

[The dates taken are those of the last Friday in each month ; and the prices are
those printed on 'Change.]

[Date.
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Statement of the Quantity of Gold produced in Russia

during the 28 Years, 18191846.

(From the Journal de St. Petersbourg, Samedi, 23 Janv. 1847 6 Fevr.)

OF the quantity of gold worked in 1846 in the Crown
Mines and in the private mines of the Oural and Siberia,

the mint has received to this date 1397 poods 15 liv.

13 zolotnicks, to which must be added 325 p. 14 liv. 74 zol.

expected during the winter, thereby making the total

production of 1846, 1722 p. 29 liv. 87 zol.

Formerly gold was only worked in the district of the

mines of Catherinebourg, belonging to the Crown ; in

the mines of Reirzoff ; and in the district of the mines of

Kolyvano-Voskressewok, and of Nertchensk ; and was
extracted from silver which was worked in those mines :

the whole quantity extracted annually amounted to but
34 to 40 poods.

In 1819, some veins of auriferous sands (gisements de

sables auriferes) were discovered in the Oural : since

that time the production of this precious metal has in-

creased in the following proportions :

Poods. Liv. Zol.

In 1819 - - 40 9 55
1820 - - 44 3

1821 - - 52 4 85

1822 - - 79 21 36
1823 - - 125 19 79
1824 - - - 228 13 38
1825 - 257 12 54
1826 - - - 257 25 15

1827 - - 307 30 95
1828 - - - 317 39 44

Total - 1711 21

It was in 1829 that some veins of auriferous sands

were also discovered in Siberia. At first the working was
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not very productive ; but after awhile, and more especially

during the last six years, the results have been very
brilliant ; as the following figures will prove :

Poods. Liy. ZoL
In 1829 - - 314 31 1

1830 - - - 378 15 79
1831 - - - 396 29 37
1832 - - - 410 8 61
1833 - - - 408 22 71
1834 - - 406 4 64
1835 - - - 413 1 8
1836 - - 426 3 74
1837 - - - 469 20 75
1838 - 524 36 69
1839 - - 525 6 38
1840 - - - 585 15 60
1841 - 681 20 34
1842 - - - 950 26 68
1843 - - - 1283 2 60
1844 - - - 1341 25 60
1845 - - - 1386 6 41

1846 - - - 1722 29 87

Total - 12,624 28 24

Thus since the discovery of the auriferous sands, i. e.

since 1819, the working of the gold both in the Oural
and in Siberia has produced, Poods 14,335 28 45

Of this precious metal, the Crown Mines
in the Oural have contributed - 2924 24 32

" those of Siberia - 1293 7 28
" the private mines in the Oural 4219 39 70
" and those in Siberia - 5897 37 11

Say, of Poods 14,335 28 45

The produce of the year 1846, which, as before stated,

amounts to 1722 p. 291iv. 87 zol., forms more than one
tenth of the whole quantity worked since 1819; and
exceeds by 336 p. 23 liv. 46 zol., the result of the working
of 1845.

'

O G 3
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Resume From the Times. (Friday, 26th March, 1847.)

Yield in 1846 -
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festo of the Emperor of Alexander I., of glorious memory,
of June 20th, 1810, the Russian silver coinage is hence-

forth recognised as the money forming the principal medium
for payments, and the silver ruble, according to its present
value and existing subdivisions, is established as legal and

unalterable chief metallic unit of the money current in the

empire, in proportion to which all assessments, duties, and

taxes, as well as different payments, and regulated State

expenditures, shall at the time be reduced to silver value.

II. " While the silver money will thus become the

principal medium of payment, the notes of the Imperial
Bank will, in conformity with their original destination,

remain a more auxiliary sign of value, whereby for the

present and future a more constant and unchangeable
course in respect to the silver money will be assigned to

the said notes, and, indeed, the silver ruble, as well in

itself as in all its subdivisions, will be now at 3 rubles

50 copecs in bank paper.
III. "

According to the settled and unchangeable course,

all persons will be at liberty to make the following pay-
ments either in silver or paper money :

(A.)
" All imposts and duties accruing to the Crown or

territorial jurisdictions, and other charges of that descrip-

tion, and in general all payments fixed by and due to the

Crown.

(B.)
" All payments partaking of the nature of a tax,

such as postage of letters, charge on post travelling, on

salt, the farmed duties on liquors, stamps, passports, to-

bacco rolls, &c.

(C.)
" All payments to the several credit institutes of

the empire, the savings banks, and private banks, esta-

blished under the sanction of the Government.
IV. " In like manner all regulated state disbursements,

all payments by the Crown and the Credit Institutes, the

per centage on Treasury bills, and for the notes represent-

ing outstanding public debt securities, will be made good,
in conformity with the same invariable course, in silver or

in paper, as the one or the other kind of money may happen
to exist in the coffers of the establishments.

V. " All the above indicated payments and advances

are, from and after the day of the publication of this mani-

festo, to be effected according to the above prescribed and
unalterable course : nevertheless, the course for imposts,

which, awaiting the adoption of more discriminating inea-

G G 4



456 UKASE OP JULY 1839. [App.

sures respecting the monetary system, was for this year
fixed at 3 rubles 60 copecs, must, as once sanctioned, sub-

sist until the year 1840 at the same ratio; and so for

assessments, duties, and all payments comprehended under
letters (A.) and (B.) in article III.; as also for all regu-
lated outlays and the like previously defined expenditures
of the Crown. On this ground, and as it would be in-

jurious to the commercial class to alter the tariff course in

the middle of the year, the same will also be maintained

until the year 1840.

VI. " All calculations, engagements, and iji general all

transactions between the Crown and individuals, as well

as all bargains of private persons with each other, are to be

contracted and completed in silver money only. As, how-

ever, in consequence of the wide boundaries of the empire,
this regulation cannot be carried promptly into operation

throughout the whole extent, the same is, therefore, to be

considered as binding in full force only after the 1st of

January, 1840, from which time forward no judicial

authority, broker, or notary, shall, on their responsibility,
take any part in the expediting or confirming of any set-

tlements in paper money. However, all payments, as

well for old contracts and stipulations in notes, as for the

more recent in silver, may, without distinction, be com-

pleted in silver or paper money, according to the course

established in article II., and no one is entitled to refuse

payments in silver or notes, without distinction, according
to the said course.

VII. " The rule for loans from the Imperial Credit In-

stitutes is henceforth also based on silver, and at the rate

of 75, 60, or 45 silver rubles, on the revised registers of

males.

VIII. " In order to facilitate in all possible ways the

exchange of money, it is hereby made the duty of the

Rentist Chambers of Districts to exchange notes for silver,

and silver for notes, in proportion to the state of their

coffers, at the appointed rate of 3 rubles 50 copecs, and

namely, the demand of every applicant to the extent, for

one individual, of 100 rubles silver or notes, according to

the circumstances.

IX. " To give to the paper money any other course than

that fixed above is hereby strictly prohibited; as also is

the giving to silver and notes an agio in the form of a per

centage, or hereafter by new transactions to take advantage
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of the so-called settlement by account for specie. The
course of exchange on the Bourse, as well as all quotations
in the stock lists, price currents, and such-like advertise-

ments, are henceforth to be expressed in silver. No notice

of the course of bank notes shall in future be given on the

Bourse.

X. " The gold coinage is issued and received by the

Crown and the Credit Institutes at 3 per cent, higher than

the silver money namely, the imperial, at 10 rubles

30 copecs ; the half imperial, at 5 rubles 15 copecs silver.

XI. " In order to prevent all disadvantage to persons

making payments into the Crown offices and Credit In-

stitutes, the officers of those establishments are required to

consider it their duty in such transactions to reject no
Russian money of the old or the present coinage under the

pretext that the marks of the die are no longer perceptible,
or that the weight is deficient, or the impression not re-

cognizable. Thus, only coin which has been cut, filed, or

which has holes in it, can be returned to the payers.
XII. " The copper money at present in circulation will

be allowed to remain current until its conversion into silver

value, in the following manner :

(A.)
" Three and a half copper copecs will be held

equivalent to one silver copec, as well in respect of the

copper coin which was struck on the footing of 36, as of

that which was struck on the footing of 24 rubles to the

pood.

(B.)
" The copper coin is receivable in the financial

offices of the Crown in payment of taxes, duties, revenues,
and other contributions, without limitation of quantity, with
the exception, however, of those cases in which the amount
receivable of copper money is fixed by contract. The
Credit Institutes are not bound to receive more than to

the value of 10 silver rubles of copper money. Among
private persons the affair depends upon the stipulations
entered into with each other."

(Under the Sign Manual)
NICHOLAS.

"Given at St. Petersburg, on the 1st of July, in the

year of grace, 1839, and of our reign the 14th."
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Address of the Russian Minister of Finance, on presenting
to the Council of State the Annual Accounts of the Im-

perial Banks. 10th July, 1847.

GENTLEMEN, In presenting to you the account re-

turned of the banks of the empire, containing an exposition
of their operations through the year 1846, I would pre-

viously inform you of some particular disposals which have
been made in the course of this year.

1st. The want of money which has been felt during
the last months of the past year in the principal places of

Europe, accruing partly from what they were obliged to

employ to buy corn, on account of the dearth experienced
in different countries, and partly from the immense enter-

prises, having for their object the extension of railroads,

allow not the hope that the loan destined to cover the ex-

penses necessary in the present year for the construction

of the railway from St. Petersburg to Moscow, can be
realised in as advantageous a manner as the former loans

;

that is why, in the view of preparing in time secure re-

sources to meet these expenses, an imperial ukase of the

21st January of the present year, prescribed the emission

of the 8th and 9th series of the treasury bills of the em-

pire, each worth 3,000,000 silver rubles, besides the dis-

bursement in reserve of the 10th and llth series, in a case

where it would become further difficult to open for this

year a foreign loan for this purpose. Three of these series

have already been put in circulation. The emission of the

last, that is to say of the fourth, will probably be also in-

dispensable. By this means guarantee will be found for

the present year for the execution of the works of this con-

struction, so important for commerce and industry.
2nd. Several proprietors of mines in the Ural chain of

mountains, not having sufficient disposable capital to work
these mines as they would wish, were forced, either to

borrow money, sometimes at a high interest, or to sell

their metal in advance at a great abatement in price,
which paralysed the activity of these establishments, and

put some of them in an awkward situation. To obviate

this inconvenience, it has appeared necessary to found at
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Catherineburg, the centre of our metallic industry, a

branch office of the Bank of Commerce to effect loans on
the security of metals produced in the country. I cannot,
on this occasion, pass over with silence the fact that the

first idea of this useful institution belongs to S. A. I. Mgr.
le Due de Leuchtenburg, who visited personally the mines
of Ural about the end of 1845.

This branch bank will forthwith commence its opera-
tions: we can then hope that before long the incon-

veniences will be overcome, and that the proprietors of

the mines will be able to extend the circle of their ope-
rations.

At the same time that a branch of the bank was in-

stituted at Catherineburg, not the least difficulty was
found also to satisfy the desires of the merchants who
frequented the Irbite fair, that a temporary office should

be annually opened in imitation of the one at Niznei-

Novgorod. It is to be hoped that this institution con-

tributes to the greatest development of commerce in this

remote country".
3rd. I do not think it superfluous to make mention

here of the unexpected modification in the composition of

the members of the council of the Bank of Issue of the

empire named by the commercial body. Instead of five

members entirely elected every three years among the

merchants, it has been judged more convenient to desig-
nate as permanent members the president of the committee
of the exchange, and the syndic of dealers : as to the other

three members, their election will take place as in past
times.

4th. The exchange of assignments of the bank and of

bills of deposit actually in circulation against the bills of

credit, having commenced the 1st of November, 1843,
has continued till now with success without any coercive

measures. On the number of 595,776,310 rubles ass.,

and of 48,551,198 rubles of bills of deposit, it has been

exchanged till now for 498,139,025 rubles of the first, and

45,365,767 of the second. Rest, in circulation 97,637,285
rubles ass., and 3,185,430 of bills of deposit.

Seeing the minimum of this quantity, it has been judged
necessary to take measures for the final debarment of the

circulation, and the following adjournment has been irre-

vocably fixed : as general delay, the 1st of January, 1848
;

and as particular delay, for the government of Siberia, the
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1st of July, 1848 ; and for the colonies of the company of

North America, 1st of January, 1849.

5th. The use of a great part of the capital in Europe,
in buying corn, as I said above, and in railway specula-

tions, ought necessarily to have a sensible influence on the

minds of the public. You know, gentlemen, that they
have considerably fallen in price, especially at the begin-

ning of this year.
S. M. 1'Empereur, in his constant solicitude for the pro-

gress of financial and commercial affairs, has condescended

to order a previous examination in the committee of finance,
and also with the advice of this last in the council of the

empire of the following question :
"
Ought they not, in

the present depreciation of the price of the public funds,

proceed to buy, employing for this purpose from 20 to

30,000,000 silver rubles of the funds of the Bank of Issue

of notes of the empire, a like measure not being in the

least in discord with the law on the inalienability of the

funds of these notes, as in an exchange of metallic cash

will be held a sum equivalent of other funds, which re-

present a capital bearing interest, and which, when it

becomes necessary to reinforce the funds of the bank, will

be able to be converted into gold and silver, by selling
these securities, while, in the mean time, the interest sap-

pertaining to them would enrich Russia ?
"

The committee of finance, examining the ground of this

question, and taking it into consideration that in the banks
of England and of France, enjoying the firmest credit, the

same as in the other banks of the first class, the capital is

composed partly in money of the precious metals, and

partly in public funds that in the employment of part of

the capital of the banks of circulation, in the purchase of

the public funds in Russia and elsewhere, will be more ad-

vantageous to the bank the mass of transferable capitals
will augment, and by that the transactions of commerce
will become much easier and more extended ; and that, not

limiting the buying to the Russian funds, it will also be

advantageous to acquire a certain quantity of funds of

other states of the first order- so much more so, as the

interests will be due in foreign countries thus procuring
to the minister of finance a considerable advantage, in

liberating him from the necessary costs of the transmission

to foreign countries of sums annually necessary for different

payments, for the maintenance of legations, the payment
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of interests of foreign loans, as well as of different purchasse
for the fleet and for the railway from St. Petersburg to

Moscow ; the committee of finance, taking into consi-

deration all these motives, has been entirely convinced that

the execution of a like measure, not changing the terms of

the manifesto of July the 1st, 1843, will not in the least

disturb the solidity of our national credit, and in conse-

quence, we have decided (February the 7th, 1847) to

separate from the bullion representing the notes in cir-

culation th^sum of 30,000,000 silver rubles for the suc-

cessive acquisition of Russian and foreign public funds,
and to consign the operation itself to the minister of

finance, who ought, in the necessary occurrences, to appeal
to the special decision of his S. M. 1'Empereur. The ad-

vice rendered by the council of the empire was sanctioned

by his S. M. 1'Empereur the 31st of March of the present

year.

Regarding it as superfluous here to relate the particulars,
I cannot help, Gentlemen, offering to your attention the fact

that the above measure, not only has made no unfavourable

public impression, but it has, on the contrary, strengthened
the general confidence in the circulating notes of the em-

pire, which is also confirmed by the following fact. At the

time of its publication the capital in metallic money and

ingots was 114,289,000 rubles; and now, after there has

been taken from it 30,000,000, to purchase the public
funds, the amount has risen to 110,590,000 rubles: it

therefore follows that it has, since then, increased by
26,300,000 rubles.

Extracts from the Evidence of Mr. Tooke before the Select

Committee of the House of Commons, on Banks of Issue,
in 1840.

28th JULY, 1840.

3292. Mr. Hume. Will you state what part of the

currency or circulating medium affects prices, under the

definitions which you have now given? No one part of

them affects the prices of commodities more than any
of the other parts.

3293. Mr. Grote. Do you mean not more in degree, or

not in any different way? Not more in degree.
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3294. You mean, that every portion of that which you
have described, under the name "

circulating medium," is

perfectly equal to every other portion in the effect which
it produces upon prices ? Perfectly so.

3295. Mr. Hume. Do you mean that every transaction

of purchase or sale, by any of the means which you have
mentioned as included in the circulating medium, equally
affects prices ? Yes, and that was my reason for caring
so little about making a distinction among them. I doubt
whether they operate upon prices at all.

3296. Mr. Grote. You mean, that none of those items

which you have enumerated under the general term "
cir-

culating medium," have in your opinion any effect upon
prices ? Yes, I mean that they are not operative causes of

prices.

3297. Mr. Hume. What is it, then, which does affect

prices ? The cost of production limiting the supply on the

one hand, and the pecuniary means of the consumer limiting
the demand on the other.

3298. Will not the variations in the quantity of the

circulating medium affect prices? No.
3299. Will it not if abundant be more at the disposal of

individuals for purchasers than when it is scarce ? It will

be more easily disposable, but it will not be necessarily so

disposed of; / believe that the amount of the circulating me-
dium is the effect and not the cause of variations in prices.

3300. Mr. Warburton. Suppose the supply of the

precious metals in the world to be increased, and to go on

doubling and trebling and so on, will not the prices of

commodities estimated in the precious metals go on doubling
and trebling and so on, in proportion to the increase of the

precious metals? Yes, they would undoubtedly; and /
took for granted that we were speaking of alterations in

prices, as distinctfrom those of bullion-values in the commer-
cial world.

3301. Supposing the quantity of the precious metals in

the world to remain constant, and that in any country you
go on increasing the quantity of the notes payable on

demand, will the prices of commodities estimated in those

notes undergo a variation proportionate to the increase of

the notes ? Not if the notes are payable in gold on demand,
unless in the degree in which it may be supposed that the

value of gold is affected in the commercial world by an

extensive substitution of paper for gold ; I consider that
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those points were distinctly understood as the only con-

ditions by which the money prices of commodities were

likely to be affected, independently of the circumstances

affecting the articles themselves.

3302. Suppose, as before, the quantity of precious metals

in the world to remain constant, and that the number of

bills of exchange in the country is doubled, trebled, and so

on, will the prices of commodities undergo a variation in

proportion to the increase of bills of exchange ? No, the

increase of bills of exchange would not be the cause of any rise

ofprices or vice versa ; circumstances affecting the articles,

or the opinions of persons dealing in the articles would
affect prices.

3303. Suppose, as before, the quantity of the precious
metals in the world to remain constant, and that the number
of deposits in bankers' hands available to the purchase and
sale of commodities is doubled, trebled, and so on, will the

prices of commodities vary in proportion to that increase

of deposits in bankers' hands ? Not in the slightest degree.
3304. Mr. Grote. Suppose an inconvertible paper

money, such as the assignats which were issued by the

French Government during the French Revolution, is it

not your opinion that the quantity of paper money would
have an influence upon prices ? A direct one, as has been

the case with the French assignats and with some other

issues of the continental Governments ; and as was remark-

ably the case with the paper money in America during
the war for independence. Perhaps I might be allowed

to add, that it is the analogy that has been commonly con-

sidered as subsisting between the paper issued by Government
without liability to repayment, andpaper issued upon securities

and payable in gold upon demand, that has led to the very

general and, as I believe, erroneous theory, which ascribes the

alterations in the amount of the circulating medium so issued

as the cause of a rise of prices.
3305. Mr. Warburton. Do not you apprehend that all

those other modes of payment, such as bills of exchange,
notes payable on demand, deposits, and so forth, as the

precious metals, are the ultimate commodity to which all

those are referable, are limited in their amount and must
bear a certain proportion to the coin specie of the country ?

Unquestionably.
3306. And the precious metals being supposed to be

invariable, the amount of bills of exchange, notes payable
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on demand, and so forth, can only fluctuate within certain

moderate limits? Within short periods, and before the

principle of limitation can apply, there may be a very great
fluctuation.

4th AUG. 1840.

3615. Have you seen a table contained in a work pub-
lished by Mr. Porter, called " The Progress of the Nation,"

showing the comparative prices of fifty articles at dif-

ferent times during the years 1833-4-5-6, and 7, and
also showing the amount of the Bank of England and

country circulation during that period ; and can you give

any opinion as to its correctness? Yes; I have seen the

table, I am aware of the manner in which it has been

constructed. The prices of fifty articles of merchandise

have been taken monthly, for each month from January
1833 to the close of 1837 ; but the construction of the table

is such, that, in my opinion, it can give no correct informa-

tion of the kind which it professes to give. In forming this

table, no reference is made to the comparative value of the

articles contained in it; therefore, if the object of judging
of the value of the currency, by the comparison of the prices
of all or any of the articles contained in the list, were de-

sirable or obtainable, it could not be done by this method.
The comparisons are made, and the result drawn, without

any reference whatever to the value of the articles compared.
Thus, if I recollect rightly (for it is now four or five

years since Mr. Porter showed me his manuscript frame-

work of the tables), the article of Annatto, the whole

annual importation of which is probably of a value not ex-

ceeding 20,000/., is of equal influence in the result of

the prices for the month or for the year as wheat, or cotton,

or coffee, and sugar, articles which embrace as many millions

as this does hundreds of pounds in value; and I rather think

that the first five articles in the list, would not embrace
the value of a hundredth part of five other articles that

might be selected, yet those articles of low value enter

into the same line of comparison with those of the highest
value; and I believe that I might undertake to select

twenty-five out of the fifty articles which would not con-

stitute the value of one tenth of the remaining twenty-five.
It is perfectly clear, taking as an instance dyeing materials,

which are in small quantity, that there might be a rise,

as in the case of Annatto, of from Is. to 2s. a pound, and
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this if carried through the year would make an advance as

far as that article, out of the fifty told, of 100 per cent. ;

and there might on the other hand be a fall in the price of

wheat of 50 per cent. ; but, as the result of the two operating

equally on the scale, while wheat had been falling only
50 per cent., you would have an apparent rise of prices of

50 per cent. ;
and I think it must be perfectly clear that a

table so constructed, although it would give a good deal of

information to any body wanting to see the fluctuations in

any particular article, and, although it certainly does great
credit to the industry and ingenuity that has been em-

ployed in the construction of it, yet it is not only valueless

but deceptive for the purpose for which it is proposed.
The chances are against, rather than for, the result being
one which is at all conformable to the tendency of the more
valuable of the articles. Besides, on the face of the table

there is a total discrepancy in the supposed coincidence

between the circulation of bank notes and the progress of

prices in the scale. Thus, for instance, in February 1835,
when a rise of general prices, according to this table, of

upwards of 16 per cent, is indicated, there is no apparent
increase in the circulation from February 1833, supposing the

country circulation which is not there stated to be the same
in both cases; and so I might go on in several other

instances. There appears to me to be nothing approaching
to a coincidence, even if that coincidence would of itself, if

it existed, be sufficient to raise a presumption of cause and
effect. The Bank of England notes in February 1833 were

18,318,0007., and in February 18.099,0007.; at the same

time, there is no doubt that in the early part of 1836 a very
considerable number of articles, embracing a great value, and

among those the articles that were referred to in my last

examination, as introduced into the report ofthe Manchester
Chamber of Commerce, were at an advance of prices com-

pared with the period at which the scale commences. And
it is equally true no doubt, that that set of articles did fall

in price at different periods subsequently to 1836, but

chiefly in the commencement of the summer of 1837. It

will, however, be found on examination that in the case of

each of those articles, which reached nearly, if not quite,
their highest in the spring of 1836, there was a sufficient

cause, from a reference to the supply and demand, for the

rise that took place at that time ; and also a very full and
sufficient reason for the fall which subsequently succeeded,
without having occasion to refer to any but the obvious mer-

VOL. IV. H H
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cantile causes that operate upon markets, independently of any
variations in the quantity of money appearing, as the ori-

ginating cause of those variations in prices.
3616. Are the prices of the five great articles, cottons,

woollens, silks, linen, and hardware, included in those fifty

articles of Mr. Porter's table ? The raw materials are, as

I understand ; the gentleman of the Manchester Chamber
of Commerce, who have referred to this table in support
of their views, consider that the raw materials are those

which indicate the value of the currency. The articles

that I understand to be in question, are cotton, wool,

silks, flax, and iron.

3617. Do you happen to know whether the report of

the Chamber of Commerce refers to the price of raw mate-
rials or of manufactured goods ? It is not quite clear that

they make a distinction, but I think they refer to both in

their estimate of loss ; I imagine they include the losses

the manufacturers have sustained in bringing the raw
materials into a finished state ; and also, the losses of the

retail trade in the manufactured goods.
3618. Do you conceive that in those five articles there

was a fall of from 25 to 30 per cent. ? That will be seen

by the list of prices, without going into each of them.

The fall was in no one of the articles so much as 50 per
cent. The extreme depression did not last many days, nor

apply to any considerable sales ; and the general range of

prices in 1837 as compared with 1836, does not indicate

a fall greater in any particular article than was warranted

by the state of supply and demand.
3619. Can you make any statement to the Committee in

confirmation of this opinion of yours ? Yes. Of the quan-

tity of iron produced there are no statistical returns ; at

the same time it is quite matter of notoriety that there

was at that time a great increase of furnaces put into blast,

and a vast increase of the quantity of iron produced. Of
the remaining four articles I have here a statement, which
will show the quantities imported for four years, during
1833, 1834, 1835, and 1836

; I have added to the table

two other articles to which a similar mode of reasoning

applies.
The witness delivered in the same, which was as fol-

lows :
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Years.
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ary, 1836, being the latest period to which accurate

accounts have been received, our banking capital was
increased to more than 251,000,000$; our paper circula-

tion to more than 140,000,000$ ;
and the loans and dis-

counts to more than 457,000,000$. To this increase are

to be added the many millions of credit acquired by means
of foreign loans, contracted by the states and state insti-

tutions, and, above all, by the lavish accommodations
extended by foreign dealers to our merchants. The con-

sequence of this redundancy of credit, and of the spirit of

reckless speculation engendered by it, was a foreign debt

contracted by our merchants, estimated in March last at

30,000,000$; the extension to traders in the interior of our

country, of credits for supplies greatly beyond the wants
of the people ; the investment of 39,500,000$ in unpro-
ductive public lands, in the years 1835 and 1836, whilst

in the preceding years the sales only amounted to

4,500,000$ ; the creation of debts to an almost countless

amount, for real estate, in existing or anticipated cities and

villages equally unproductive, and at prices now seen to

be greatly disproportionate to their real value ; the expen-
diture of immense sums in improvements, which in many
cases have been found to be ruinously improvident"

Perhaps the Committee will allow me to lay before it in

illustration of the very extraordinary impulse that was

given to the extension, and, apparently, the undue exten-

sion of trade, by the system of credits which prevailed in

the five or six years preceding 1836, the following state-

ment, showing what had been the exports and imports
from 1824 to 1830, and comparing those with the imports
and exports from 1831 to 1837 inclusive.

(The witness delivered in the same, which was as fol-

lows.)

From 1824 to 1830 inclusive, the imports and exports of

the Union were about on a balance, and stood as follows :

Years. Imports. Exports.
1824. - - 80,549,007. - 75,986,657.
1825. - - 96,340,075. - 99,535,388.
1826. - - 84,974,477. - 77,595,322.
1827. - - 79,484,068. - 82,324,827.
1828. - - 88,509,824. - 72,264,686.
1829. - - 74,492,527. - 72,358,671.
1830. - - 70,876,920. - 73,849,508.
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But thenceforward the case was different, as the follow-

ing results will show :

Years. Imports. Exports.
1831. - - 103,191,124. - 81,310,583.
1832. - 101,029,266. - 87,176,943.
1833. - - 108,118,311. - 90,140,433.
1834. - - 126,521,332. - 104,346,973.
1835. - - 149,895,749. - 121,693,577.
1836. - - 189,880,035. - 128,663,040.
1837. - - 140,989,217. - 117,419,376.

Under a system of credit like that which seems to have

prevailed, and have been acted upon to so extraordinary an
extent in the United States at the period under consider-

ation, it is hardly to be wondered at that the manufactu-

rers of this country should receive a prodigious impulse,
and that they should have carried on, as long as credit was

entire, a most beneficial and prosperous business. Indeed,
so sound and solid did the business naturally appear to the

manufacturers to be, that it is not to be wondered at that

they should have relied upon its continuance, and availed

themselves of all their means of capital and credit to ex-

tend their manufacturing establishments ; for the credits

they received, against the orders that were sent to them,
were of the very best description, being upon houses here

whose reputation for wealth left no question at all about

their responsibility ; but having in these prosperous times so

extended their power of manufacture, and probably having
had gains in a much larger proportion than would be

indicated by a mere rise in the price of the raw materials,

it is perfectly obvious that upon the cessation or great
curtailment of that demand, the loss on the manufactured

goods would be in a greater proportion than the fall upon
the raw material ; and, as far as I can learn from general
information, the price of manufactured goods had, in point
of fact, fallen in a greater proportion than the price of

raw materials. At the same time I beg leave to disclaim

any particular knowledge of the markets for manufac-

tured goods. While, through 1836, so extensive a demand
for export had existed, the falling off in 1837 was very

great. In proof of this, is the following statement of the

number of packages sent from Liverpool to the Northern

Atlantic towns, from the month of April to the month of

September inclusive, in each of the years 1836 and 1837.
II H 3
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Of cotton goods in 1836, 20,140; in 1837, 1842. Of
worsted stuffs in 1836, 6687 ;

in 1837, 2990. Of woollen

goods in 1836, 18,096 ; in 1837, 4,400. I think, there-

fore, without going into further details, which would be

fatiguing to the Committee, a very clear case is made out

to accountfor the rise ofprices of the articles alluded to in

the period ending in the spring of 1836, andfor their subse-

quentfall in the spring and summer of 1837, without refer-
ence to the state of the circulation.

3620. Can you in the years which have elapsed, subse-

quently to 1837, trace any effect produced upon prices by
the valuations in the amount of bank notes in circulation?

Not any.
3621. Are the Committee, then, to understand, that so

long as the paper is convertible into . specie, you cannot

attribute any effect whatever upon prices to the variations

in the amount of the bank notes in circulation? / am

perfectly satisfied that no alteration in the prices can be traced

in any way to the amount of the circulation.

3622. It appears by the evidence given by you in 1832,
that you gave this answer (3821). "If an enlarged issue

takes place, coincidently with circumstances favouring

speculation and general over-trading, there can be no

question but that it contributes to increase that tendency,
and to aggravate very considerably the consequent revul-

sion." Do you still retain that opinion ? I do not, I had
not then divested myself of the opinion which had been, and
I believe is, the prevailing one, that there is a connection

between the amount of bank notes in the hands of the

public and the state of prices. I do not ascribe any vari-

ation in prices to variations in the amount of circulation,

as their originating cause.

3623. Do you not suppose that an increase in the

amount of bank notes in circulation, will afford facilities

for the enlargement of the circulating medium, and of credit

generally, so as to facilitate an increase of prices? Not at

all. / conceive that it is the enlargement of credit, under
the influence of opinion respecting prices, that, by entailing
an increase of transactions, may, according to the nature of
the transactions, rather than the amount of them, call out an
additional amount of bank notes.

5th AUGUST, 1840.

3722. Have you any observations to make upon the

conduct of the Bank in the course of the year 1836 ?-



APP.] ON BANKS OF ISSUE 1840. 471

That question involves considerations that would diverge,

probably, into a very extensive discussion upon the pro-

priety of the Bank interfering, as it did, in the case of the

accommodation afforded to the Northern and Central Bank,
and likewise to the American Houses. In my opinion
the Bank did not take measures early enough to keep
down or reduce its securities so as to counteract the efflux

of bullion at the time when it was in a low proportion to

their liabilities, and when, in contemplation of circum-

stances, of no improbable occurrence, their power of main-

taining the convertibility of their paper might have been
involved.

3723. Do you conceive that the variations in the

amount of the bullion, depend upon the variations in the

amount of the securities? Clearly, that is the only mode
in ivhich the Bank can operate, viz., by the securities. The
circulation is independent of the Bank operations, within

certain extensive limits. As I have before observed, until

the amount of the deposits is reduced so much as to admit
of no further claim on the part of the depositors for bank
notes against them, the Bank may not be in a position in

which they can with certainty operate upon the amount
of the circulation.

3724. Do you conceive, then, that an increase of se-

curities necessarily tends to an efflux of bullion, and a

diminution of securities to an influx of bullion ? Cer-

tainly, according to the degree.
3725. Do you conceive that to be independent of the

variations in the amount of bank notes in circulation at the

time ? As nearly as may be independent of it, that is within

very extensive limits ; / mean that the limit to the reduction

would be that degree of it which would operate upon the mini-

mum of the reserve of the bankers within the district to which
the exclusive privilege of the Bank of England is limited.

Until the reduction reach that amount, it is not at all clear

that there is any immediate connection between the state of
the circulation and the tendency to an influx or any efflux

of bullion.

3726. Does it appear that the extraordinary increase of

securities in the autumn of 1835, had any tendency to

check the influx of bullion? / have no doubt that it did

check the influx, and that is one of my objections to it,

3727. Did not the bullion increase more rapidly than

before, towards the close of 1835, and in the early part of

1836 ? Unquestionably it did.

H H 4
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3728. Does it appear that the diminution of securities

in the first quarter of 1836, produced any subsequent
increase of the bullion ? It is only as operating upon the

rate of interest that the amount of securities is important
in one way or the other. I do not mean to say that there

is anyfixed proportion between the securities and the amount

of bullion. There may be certainly a diminution of the

bullion coincident, or contemporaneous with, a reduction of

securities ; in that case it is clear that the rate of interest

is not sufficiently high, and that a further reduction of

securities is necessary.
3729. Does it not appear that, in the autumn of 1835,

the influx of bullion was accompanied by a diminution of

circulation, and an increase of securities ? Yes ; but my
objection to any increase of securities still is, that if there

had been a moderate pressure on the money market at that

time, which would have been effected by withholding the

reinvestment, the influx of bullion would have been more

considerable; and then, when the turn came in May 1836,
the Bank would have been in a better position to have
met it There is a degree of reduction of the amount of
bank notes which would operate immediately and violently
the moment that, through the operation of the forcible reduc-

tion of the securities, the circulation should be reduced below

that which would be consistent with the regular payments of
the metropolis ; there would be a very considerably increased

value of the circulating medium, probably a very great rise

in the rate of interest, and a considerable contraction of
transactions upon credit, and an inevitable tendency to produce
an influx, or to stop a drain, if any previously existed, of
bullion.

3730. Would not, on your principle, the rapid reduction

of securities which took place in the first quarter of 1836,
have tended to produce an influx of bullion instead of a

drain, which notoriously took place from that time? No :

I must be misunderstood if I have said anything (for I

certainly did not intend to do so) which would lead to the

supposition that the mere numerical amount of securities

is to be looked to, as certainly indicating whether it

favoured the influx or the efflux of bullion ; but I certainly

conceive, looking at the table as it is before me, that if the

Bank had adhered to its rule (upon which I am not at

present called upon to give any opinion) of keeping its

securities even, the chance is that there would not have

been so low a state of their treasure through 1835 as really
did exist.
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3731. Did you not state that you conceived that the

variations of bullion, depend upon variations of securities ;

that an increase of securities tended to produce an efflux

of bullion, and that a diminution of securities tended to

produce an influx of bullion ? That might be the general

tendency, but it might be counteracted by other circum-

stances.

3732. If that be so, do you not conceive that so con-

siderable a diminution of securities as 5,000,0007. in three

months, would tend to produce, according to your principle,
an influx of bullion ? Not unless it was a designed
operation of the Bank. If it was merely the effect of the

running off of the securities, I am not clear that it would ;

it would require an operation upon the rate of interest.

There might be such a state of credit as for some time
would interfere with any operation by the Bank, unless

carried to a considerable extent, on the rate of interest.

3733. Do you conceive that so large a reduction as

5,000,0007. in the amount of circulation, by whatever cause

produced, would not lead to an influx of bullion? I can

hardly conceive any short period, and taking corresponding

periods of the quarter in which a reduction of 5,000,0007.
would not operate in the way I have stated, of interfering
with the regularity of the payments of the metropolis ; and,
in that case, I have no doubt it would have a great
effect, in either inducing or increasing an influx of bullion.

3734. If then, according to your last statement, a re-

duction in the amount of the circulation would produce an
influx of bullion ; and, according to your previous answer, a

reduction in the amount of securities might or might not

produce that effect, is it not probable that an influx or

efflux of bullion depends upon the variations in the amount
of the circulation, more than upon the variations in the
amount of the securities? The variations in the amount

of the circulation unquestionably, if operated upon distinctly
to that extent, would produce it ; but I conceive, that under
the action of the public as we have seen it, there is no direct

influence of the amount of the circulation upon the efflux
or influx of bullion.

3735. Mr. Grote. Your opinion is that so soon as the re-

duction in the circulation is carried to the extent of affecting
the reserves of the private London bankers, it then does

tend to exercise a direct influence upon the efflux or influx

of bullion? Yes, that is the limit within which I consider

that a reduction of the circulation would operate.
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3736. Do not you conceive that, in point of fact, the

limit is very soon reached, even by a very moderate reduc-

tion in the amount of the aggregate circulation ? Wliatever

limit that may be, there is no reduction in modern times that

seems to have reached that limit.

3737. Do you conceive that the utmost actual reduction

which has taken place in the Bank circulation at any
period within the last ten years, has been so small as not

to affect practically the management of the London bankers
and the amount of reserves ? When I said the amount of

their reserves, perhaps I did not expressmyself with sufficient

accuracy. What I meant is the minimum of their reserves,

that amount below which they would not consider themselves

as being in a state of security in openingfor business.

3738. Is it not reasonable to suppose that the London
bankers hold in general such reserve as is sufficient for

their ordinary wants for the present time, and for such

time as may be within the compass of reasonable anticipa-
tion and no more? I should say that there must be much
more latitude than that, otherwise the payments of London
would never have been effected with the regularity with
which they have been ; the state of credit would not have
been so generally maintained as it has been. / conceive

that London bankers can very rarely bejn a state that does

not admit of a very considerable latitude or surplus beyond
a fair computation of their necessary wantsfor the supply of
the demand by the public for bank notes.

3739. Is it not a fact that in times of contraction of the

aggregate circulation, and a drain of bullion, the feelings
of caution naturally operating upon the London bankers

lead them at such moments to require a larger proportional
reserve than they would think necessary in times of ease

and plenty ? Whenever the reduction in the amount of

bank notes is carried to the extent that would induce the

London bankers to reduce their advances, I am quite ready
to admit that it would operate upon the value of the cir-

culation, and in so far tend to favour the influx of bullion

or to prevent its efflux. / only speak of the obvious want

of coincidence between the amount of the circulation and the

variations in the other points, or, what I have called, the

elements of the position of the Bank ; namely, the apparent
steadiness of the amount of the notes in circulation during
certain periods, compared with the deposits and the securities,

or the bullion ; and that comparative uniformity indicates a

very great degree of regularity in the demandfor bank notes.
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3740. But do not you think that the actual fluctuations

which take place, on ordinary periods throughout the

quarter, in the amount of the bank circulation, are quite
sufficient to affect very considerably the conduct of the

private London bankers, that is to say, that in the scarce

times of the quarter, London bankers are less free in their

advances than they are in the plentiful times of the quarter

immediately after the payment of the dividends? I had
understood that that had ceased to be the fact since the

practice of the Bank in making the quarterly advances ;

but, however, I am not sufficiently acquainted with the

details of banking to be justified in giving a confident

opinion upon that point. I only observe, and I would take

this very instance of the reduction in the amount of the

circulation at the close of 1835, and the commencement of

1836, when it was quite notorious that the extension of

credit, and of business generally, and of fresh enterprises,
was on an extraordinarily enlarged scale, in proof of the

absence of any direct or necessary influence of the amount

of the circulation : the amount of the circulation ivas then

less than it had been for several years before ; and, according
to my former answer, in 1833 and 1834, when trade and
credit were in a remarkably quiet state, the circulation stood

very much higher.
3741. Have you any positive reasons for your conclusion

that the London bankers hold in general the large surplus
reserve, to which you have alluded in former answers,
which prevents them from being affected by any reduction

in the aggregate circulation of the Bank of England, till

that reduction has been carried to a very considerable

extent ? As I said before, I am not sufficiently acquainted
with the practice of London bankers to be able to give a

confident opinion upon that point ;
all I mean to say is,

that there have been considerable variations in the amount
of the circulation, which seem not to have been accom-

panied with any corresponding influence upon the facilities

of the money market.

3742. Do you think it wise or practicable for the Bank,

keeping as it does a large amount of deposits in conjunc-
tion with its functions as an issuing body, to adopt the

rule of keeping the amount of its securities fixed and un*

changeable ? I am not prepared to give a decided opinion
as to either the power of the Bank, or the expediency of

the exercise of that power, to keep its securities under all

circumstances even. The view that I have of the best re-
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gulation of its securities by the Bank, is that which shall

enable it to preserve most, constantly a very considerable

reserve of bullion compared with its liabilities.

3743. Are you of opiniAn that a mixed circulation of

paper and coin ought to fluctuate in amount in the same
manner and proportion as a metallic currency, if we had a

metallic currency, would fluctuate ? I am not at all clear

that in a mixed circulation of coin and paper, it is desirable

that the fluctuations in the amount of the aggregate paper
circulation should vary exactly with the variations in the

amount of bullion ;
on the contrary, I believe that a varia-

tion in the amount of the circulation, corresponding exactly,
or as nearly as might be, with the variations in the amount
of bullion, would be exceedingly inconvenient, and occasion

very frequent, and sometimes violent, oscillations in the

rate of interest, or, as it is technically called, the money
market.

3744. If the paper circulation is to be preserved con-

stantly conformable in value to gold, must it not conform
in quantity constantly also to gold? Not at all ; as long
as the paper is strictly convertible into gold, it cannot be

said that the value of the currency is impaired ; there may
be a very considerable occasional demand for the export of
the precious metals, without any ground of inference that the

originating cause of it has been any excess of the circulation

of this country ; with a sufficient reserve of bullion on the

part of the Bank, the probability is that the gold would in

such a case return, and that there may have been no inter-

mediate disturbance of that amount of the circulation which

was previously not in excess as compared with the ordinary
transactions of the country.

3745. Do not you think that however large the reserve

of gold in the hands of the Bank might be at the period
when the foreign drain began, if the Bank were either to

increase the quantity of bank notes in circulation, or even
to decline contracting them during the course of that

drain, the probability is very much indeed increased of

the drain continuing to such an extent as to exhaust the

Bank reserve of bullion, and thus to frustrate the possi-

bility of maintaining the convertibility of the bank notes ?

* I believe that, with a large reserve of bullion at the com-
mencement of any drain, if the Bank simply kept their

securities from increasing beyond the amount which, pre-

viously to the drain, they found that they had been able

to preserve, without any obvious effect in causing an ex-
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treme depression of the rate of interest, they might retain

that amount of securities; and then, consequently, in all

probability there would be no material alteration of the

circulation. The Bank might allow, to some extent, the

drain to proceed without any forced operation, beyond
a very moderate rise in the rate of interest. I can

conceive of hardly any circumstances which would not

enable it, always supposing a large average reserve, to

maintain very nearly the same amount of the circulation,

except in as far as it might be acted upun by the public,

consistently with admitting of a reflux of bullion.

3746. Does it not seem to you if the Bank were to

permit the circulation of bank notes to be diminished, in

exact proportion with the bullion which was demanded
from them for export, that such diminution would have
the effect of causing the demand for export to subside

much sooner ;
in as much as a smaller quantity of gold

would suffice for the purpose of assimilating the value of

the currency of this country to that of foreign currencies ?

- Yes, I believe that might be the case ; but it would be
attended with more frequent and greater fluctuations in the

rate of interest : and I should say, as a general position, that

the management of the amount of the paper circulation

will be attended with greater or less uniformity in the

rate of interest, according as the proportion of bullion is

greater or less. I remember perfectly that the late Mr.
David Ricardo supposed that you might maintain a cir-

culation of paper by bullion payments, in the proportion of

25,000,000/.* of paper to 3,000,000/. bullion. Now, taking
that as a possible case in theory, it would, if attempted to

be acted upon, be attended with variations in the rate of

*
Speaking as I did from memory, I have made a mistake in

stating 25,000,000/. : it should have been 24,000,000^. according to

his evidence before the Committee of the House of Commons on Cash

Payments, in 1819. The following is the passage in Mr. Ricardo's

evidence in which the statement occurs :

Q. 28. What in your judgment would be the necessary reserve
of coin for the larger notes, according to the old plan : and what
would be the amount of bullion to answer the demand, according to

your plan ?

A, I have already observed they would in my opinion be
equal,

and must depend upon the knowledge of the Bank of the principles
of money. I should think that a reserve of three millions would,
under good management, be amply sufficient, upon a supposition of

twenty-four millions of Bank of England notes in circulation. (Com-
mons' Committee on Cash Payments, 1819, p. 187.)
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interest which I think would hardly be less, than occa-

sionally down to 3 and 4 per cent., and sometimes up to

30 and 40 per cent. In the management of a convertible

paper currency, whether you have separate departments or

not, you must have a large reserve of bullion in order to

obviate very great fluctuations in the rate of interest ; and,
with a sufficiently large amount of bullion, I still repeat,

habitually preserved, (that is supposing that the Bank should

undertake to regulate its issues upon a reserve of bullion

much larger than has been thought necessary, particularly
in the interval between 1834 and 1838,) there would be

much fewer violent alterations in the rate of interest than if
there were a separation of the departments, and the deposit

department of the Bank of England were not to be con-

sidered bound to hold so large a reserve in proportion, as

would be considered requisitefor the two departments as they
are at present united; and, under the union with that in-

creased habitual reserve, the variations would be less than

under a separation ; even supposing the deposit department
had in the latter case a much larger habitual reserve, than it

is likely that any mere bank of deposit would have.

3747. Is it your opinion that it is possible to name any
amount of reserve which will be sufficient, under all cir-

cumstances, to protect the country against the danger of

suspension of specie payments, on the supposition that the

Bank, during a foreign drain, abstained from any measures

of contraction, and suffer their circulation to remain un-

altered in point of amount? I do not go the length of

saying that the Bank should be perfectly passive under a

drain, I only mean to say, that, giving it credit for suf-

ficient prudence upon the ordinary principles of banking,
where a certain amount of reserve is assumed to be requi-
site it might take measures which would have the effect

of moderating, if not stopping the drain ; and yet not act

very forcibly upon the money market, and not in the

slightest degree affect the amount of the circulation.

3748. Will you have the goodness to explain what you
mean by not being perfectly passive, upon the supposition
that the amount of the circulation is left unaltered? I

should take, as an instance, the passive state of the Bank
under a drain ; their conduct during the two drains that

occurred in 1828 and 1829, and again from 1830 to 1832.

Under the latter drain, particularly, they sustained a very

great diminution of treasure without the slightest forced

operation on their part to counteract it ; and yet you can-
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not conceive a state of things upon the whole more threat-

ening a continuance of a severe drain than that, for it was

during a state of partial war upon the continent of Europe ;

there was also a very large importation of foreign corn,
and there was a great deal of internal insecurity ; and yet
the Bank, without the slightest effort, allowed the drain to

proceed to a very considerable extent, and to the loss of
6,000,0007. of treasure, which returned spontaneously with

nearly asfull a tide as that ivith which it went out.

3749. Mr. Warburton. What course do you apprehend
the Bank did take in the drain from 1830 to 1832 ? It

allowed the public to act exclusively upon its position.

3750. Did it allow its paper circulation to diminish at

the same time that its bullion diminished ? They took no

measures to cause a diminution.

3751. Mr. Grote. Was the paper circulation diminished

at the time that the bullion was in the course of diminu-
tion? The circulation was diminished, but it was dimi-

nished by an internal demand, and not by any act of the

Bank.
3752. {Chairman.} Was the amount of bank notes in

circulation diminished by an internal demand? What is

meant by the expression
" internal demand," was the

" action of the public."
" The Bank took no measures what-

ever in 1828, or 1832, as far as I can understand, to coun-

teract the drain in either of those two periods.
3753. Mr. Grote. Then would it be a course of con-

duct that you would recommend to the Bank Directors that,

during the pressure of a foreign drain, they should take no
measures for diminishing the amount of bank notes in

circulation in any way corresponding to the efflux of

bullion? / should have no idea of the propriety of their

operating distinctly with a view to the circulation, but I think

that they should take measures for a moderate pressure upon
the money market ; that is, to raise the market rate of inter-

est; the rate of interest being the great medium through which
the efflux or influx of bullion in thefirst instance takes place.

3754. Do you conceive that the Bank Directors could, to

any considerable degree, raise the rate of interest without
at all diminishing the number of notes in circulation ? /
conceive that they might raise the rate of interest within

a moderate degree, and yet not affect the amount of notes in

circulation.

3755. But is it your opinion that they could, to any
considerable degree, raise the rate of interest, without
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diminishing the amount of notes in circulation ? To a
considerable degree, perhaps not ; but it is difficult to form a

very distinct opinion, and still more so to deliver a judgment
upon questions of degree,

3756. Unless the rate of interest were considerably
raised, does it appear to you that much effect could be

produced for the purpose to which these questions have
been referred, namely, that of arresting the drain of bullion

for export? With a very large reserve at the commencement

of the drain, I do think that they might abate it without any
violent operation on the rate of interest.

3757. But in point of fact, according to the course

which you recommend, there would be no abatement of

the drain at all, excepting that which arose from the posi-
tive paying away of so much gold to. foreign countries ;

there would be no abatement arising from any diminution

in the circulation of this country ? No ; exactly.
3758. That being the state of the case, does it seem to

you that a moderate rise in the rate of interest, such as the

Bank might possibly produce without any contraction of

its circulation, could have any sufficient effect in arresting
the drain of bullion under those circumstances ? I think it

could always ; assuming that there was a very large reserve

at the outset ; for very considerable effect is constantly pro-
duced in variations, within short periods, of the treasure, by
variations in the rate of interest ; inasmuch as those vari-

ations, although only within a moderate degree, are attended

. with a greater or less inducement to negotiation of foreign
securities in this country, or to the influx of foreign capital
into this country for investment, everyfluctuation in the rate

of interest that can be said to have any perceptible irifluence

at all, operates directly in that way.
3759. Would it not be the natural consequence of the

course of management which you recommend, that the

drain for bullion for export would proceed much further

than if measures of contraction were resorted to on the part
of the Bank ; therefore, assuming that the Bank reserve

of bullion was not entirely exhausted, would there not be

at any rate a corresponding difficulty in recovering the

bullion so lost ? / should apprehend not : because, by the

supposition the export of bullion does not arise from any

previous excess in the amount or value of the circulation of
this country, but simplyfrom some casual payments which

van only be effected through the medium of the export of the

precious metals.
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3760. Then, is it your opinion that the course of action

to be pursued by the Bank, whenever a drain of bullion

arises, would depend upon its being able to determine

with accuracy what the causes are from which that drain

proceeds? I presume that the Directors must have some

general knowledge of the nature and causes of the drain ;

at the same time, my answer would not absolutely depend
upon that. I beg not to be understood as saying that the

Bank ought to be perfectly passive under a drain. All I
mean to say, is, that with a large amount of treasure at the

outset of it, there would be very little occasion for a violent'

effort on the part of the Bank, in order to abate or stop the

drain by operating upon its securities.

3761. My question referred not to the amount of the

securities, but to the amount of circulation. I understand,

that, in certain cases where the Bank could determine with

accuracy that the drain of bullion arose from no cause

connected with the previous excess in the currency, you
are of opinion that the Bank need not diminish the amount
of its notes in circulation, even though the drain might
proceed to a very considerable extent? I should still say
that the only view I have of the power of the Bank, is that of

operating upon its securities, and that it is on the rate of
interest, and not on the amount of the circulation, that it

would operate in abating or stopping a drain. And far

from saying that the Bank ought to be perfectly passive,
I think that, looking to whatever may be the reduction

which their treasure is undergoing, they should take the

precautions which would obviously present themselves as

means of increasing the rate of interest, or, in other words,
of some forcible action upon the securities. The utmost

extent of the view that I entertain upon the subject is, that,

with a large amount of treasure, and under a union of the

departments of banking and issue as at present conducted, a

very much less violent operation upon the securities would be

requisite, than tvould be requisite if the Bank was separated
as a bank of depositfrom a bank of issue.

3762. It appears, by the returns laid before the commit-
tee of 1832, that the stock of bullion in the hands of the

Bank on the 31st August, 1824, was 11,787,0007. ; does it

not appear to you that the Bank, having so far relied upon
that large store of bullion as to have refrained from taking

any steps for contracting the circulation during the course

of 1825, adopted an unfortunate course of policy, and one
which contributed in a considerable degree to aggravate

VOL. IV. I I
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the commercial misfortunes which arose at the end of

1825? I conceive that the great error of the Bank in

1824 and 1825, was not so much in not acting forcibly in a

reduction of their securities in 1825, as in having added,

by a very violent operation, to the securities at the close of

1824, which had the effect of allowing the very much

greater extension of the spirit of speculation and of gene-
ral overtrading which prevailed in the spring of 1825. I

am not at all sure that if they had made any forced action

on the securities in 1825, they would not have been

charged with all the consequences which ensued, as result-

ing from an act of theirs. At the same time, seeing the

extent to which the drain was going, they ought, in point
of strictness, unquestionably to have taken measures for

reducing their securities more rapidly than they did. But

nothing after the spring of 1825 could possibly have pre-
vented the catastrophe which eventually occurred. They
would probably have hastened it, and so far have hastened

the reflux of bullion. But after the spring of 1825, I have

no idea that any act of the Bank could have prevented the

great destruction ofprivate credit ivhich then occurred.

3763. Do not you think that measures for diminishing
the amount of bank notes in circulation somewhat in pro-

portion to the efflux of bullion, if such measures are taken
at the time when the efflux of bullion first begins, are

attended with a less degree of inconvenience and pressure

upon the money market than if such measures are post-

poned until the drain shall have continued for a con-

siderable time and abstracted a considerable quantity of

bullion ? I should say that that would very much depend
upon the circumstances of the case. It would depend very
much upon the state of trade and of credit at the time.

But, as a general proposition, I should imagine that varia-

tions of the money market to some extent would be, as I

said before, very frequent ; and after all it would be very
requisite to state some line which should constitute what
is called the commencement of a drain

; because there may
be a demand for foreign payment that would not in all

probability extend beyond a million or two ; that is con-

stantly occurring, and I apprehend there would be a good
deal of inconvenience if the Bank attempted to operate

upon the circulation to that extent upon every variation

occurring in the amount of bullion.

3764. Is it not the fact, that the longer the measures of

contraction and protection of the Bank are postponed, the
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more stringent they must be made in order to accomplish
the object ; and is there not, in point of fact, a degree of

alarm, which arises out of the very fact of the stock of

bullion having decreased very much, which, to a great

degree, aggravates the effect of the measures of precaution
taken by the Bank, if they are applied for the first time

during a low state of the bullion ? Yes ; I am perfectly

ready to acquiesce in all that is stated in the question.
At the same time, I conceive that, always supposing that

the Bank regulate their management with a view to the

preservation of a large amount of bullion, they would take

such measures as would abate the drain before it reached

such a point as should cause the alarm which is supposed
in the question. For instance, if at the commencement of

the drain in 1838, instead of apparently favouring, but, at

all events, not taking any measures to counteract it, under
the threatening circumstances which were in prospect, they
had taken earlier measures to raise the rate of discount, or

to reduce their securities, the subsequent drain would

probably have been abated ; and, according to my sup-

position, if they had 15,000,0007. instead of 10,000,0007.
at the commencement of 1838, and they had acted as they
did in the instance of the drain from 1830 to 1832, there

would not have been a reduction of treasure sufficient to

have excited any thing of alarm, or any of the inconve-

niencies that attended the state of uneasiness which the

reduced treasure of the Bank towards the close of 1839
occasioned.

3765. Then, do you think that at the time when a

foreign drain commences, although the Bank of England
ought not to take any measures for suffering its circulation

to diminish, it ought to take measures for correcting that

drain by raising the rate of interest ? Yes ; within certain

limits. I have no hesitation in saying practically, as a

matter of business, what I imagine would be the case, that,

in ordinary fluctuations, such as would be constantly oc-

curring in the negotiation of foreign loans, and other cir-

cumstances causing a demand for bullion, there might be
an efflux to the extent of 5,000,0007., and between the

limits of 15,000,0007. and 10,000,0007. the Directors would
take no active measures ; but when the treasure got below

10,000,0007. they would take such measures as, under the

present system of considering 10,000,0007. as their maxi-

mum, they were proposing to take when the bullion was
reduced to 5,000,0007.

i i 2
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3766. How can you be sure, upon your system, that the

foreign drain shall never commence except at the moment
when the Bank reserve of bullion is at its maximum ? I

imagine that the Bank Directors would be able to explain
that point. If they could not undertake to regulate their

issues upon an amount of bullion that was very consider-

ably larger than that, which, judging from the management
between 1834 and 1836, they seemed to have thought
sufficient, then I should say there is no security against
exhaustion.

3767. In case the drain should commence at a period
when the Bank reserve of bullion was short of 15,000,0007.,
would you consider that it would be requisite for the Bank
to suffer the circulation to diminish in proportion to the

efflux of gold? I still do not think that introducing the

circulation as a distinct part of the action of the Bank gives
the correct vieio of it. I conceive that the whole question,
whether the Bank can or cannot maintain a certain average
amount of reserve, which is in bullion, turns upon their

management of the securities. The circulation may in some

cases be affected by it, or not, T)ut the Bank directors can only
look to variations in the amount of their securities.

3768. But ought they not to consider the variations in

the amount of securities as a means of operating upon the

amount of circulation ? There may be a very considerable

improvement in the value of the circulation without any
reduction in the amount of it. The Bank may operate
within considerable limits upon the rate of interest without

affecting the circulation in amount, but considerably in point

of value.

3769. (Mr. Warburton.} Would the raising of the rate

of interest produce any effect upon the exchanges, unless

it occasioned a diminution in the application for discounts,

and therefore in the amount of the circulation ? It would

produce a decided effect upon the exchanges, at the same
time that there would, in all probability, be an increase in

the amount of the issues *, through the medium of dis-

counts : the, effect upon the exchanges of a rise in the

rate of interest would be that of inducing foreign capitalists
to abstain from calling for their funds from this country to

* This must clearly have been an inadvertence on my part. Ac-
cording to the whole tenour of my evidence, I must either by the
word "

issue
" have meant securities, or, if it meant circulation, my

answer should have been in the negative.
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the same extent as they otherwise might do, and it would

operate at the same time in diminishing the inducements
to capitalists in this country to invest in foreign securities

or to hold foreign securities, and it might induce them to

part with foreign securities in order to make investments
in British stocks or shares. It would likewise operate in

restraining credits from the merchants in the country by
advances on shipments outwards, and it would have the

effect of causing a larger proportion of the importations
into this country to be carried on upon foreign capital.

3770. Then you apprehend that would increase the

number of applications for discount ? Yes ; supposing that

the market rate was raised up to or beyond the Bank rate.

3771. Then do you mean that the more a man has to

pay for the use of money, the more likely he is to apply
for it? No ; that is not my view of it; by the supposition
the market rate would be raised up to or beyond the Bank
rate. In that case, even supposing the total number re-

quiring discounts not to be increased, a larger proportion of

them would apply to the Bank. And, in point of fact, it

has invariably happened that, when the market rate of in-

terest has been low, there have been few applications to the

Bank for discount, while they have increased with every
advance of the Bank rate, provided that such advance was

kept within the market rate.

3772.
(
Mr. Grote.} Does not the course of management

which you recommend amount to this, that, if a foreign
drain begins when the Bank has in its coffers a reserve of

15,000,0007. of bullion it can afford to pay out and should

pay out 5,000,0007. of that reserve previously to resorting
to any measure for contracting the currency ; but that if

the drain should proceed beyond the 5,000,0007. their

measures of contraction and of protection to the Bank
treasure must be resorted to ? Yes ; that is my opinion.

3773. Then after the 5,000,0007. are away, it is your
opinion that the Bank ought to contract its currency ?

Yes, I admit that the Bank ought to take measures when
it has got below that which should be considered as the

medium which it should conduct its management upon,
and that the probability is that the sending abroad of so

large a sum as 5,000,0007., would of itself be sufficient

to meet any ordinary fluctuation in international pay-
ments, requiring bullion as the mode of effecting them
without any material disturbance in the amount of our

circulating medium.
ii 3
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3774. But still, if it should happen that the drain goes
on to an extent to carry the reserve of the Bank below

10,000,0007., you would be of opinion that contraction

on the part of the Bank ought not to be any longer post-

poned ? Exactly.
3775. Consequently, under the supposition that a foreign

drain began at a period when the Bank reserve was only
10,000,OOOZ., you would consider that the Bank ought to

contract the circulation for the purpose of protecting itself

without delay ? Yes ; that it ought to operate upon the

securities, at the same time it might do so without neces-

sarily affecting the circulation.

3776. But that it ought to take some positive precau-

tionary measures ? Yes ; such as the bank directors

would say it would be in the power of the Bank to take,

just as any prudentprivate banker, having, generally speak-

ing, a large reserve, ivould be able to take measures of pre-
caution whenever he saw that the tendency teas to a larger
demand upon him than usual.

3777. Would it be possible for any private banker to

take precautions without diminishing the extent of accom-
modation which he afforded to the public ? I should say
that they might diminish their liabilities; but they could

only do that by parting with their securities, or not renew-

ing those which were running off.

3778. Would not the direct effect of such parting with
the securities be to contract the circulation ? It might or

might not : it would diminish their liabilities, but it would
not necessarily operate upon that part of the liabilities which

consists of circulation.

3779. Does it not seem to you, then, that the scheme of

management which you recommend for the circulation of

the Bank would be, that the Bank should artificially keep
up the rate of interest, and contract its circulation during
a period when there was an influx of bullion for the pur-
pose of making that influx of bullion last still longer, and

go to a greater extent than it would naturally do under a

metallic currency, in order that the Bank might be able,

when an efflux of bullion commenced, to postpone the

necessity of contracting until that effect had been carried

to a certain extent ? Precisely. I would beg leave to

observe that that state of the circulation, and, as I con-

ceive, the benefits arising from it, were exhibited in a very

striking degree in the interval of five years, corresponding,
in some respects, with the years from 1833 to 1837. Those
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five years occurred fifty years ago. After the severe drain

which the Bank experienced in the year 1783, during the

progress of which drain they were under the necessity of

operating very violently upon the securities, because they
had rather a low amount of treasure, the reflux of bullion

was such, that, having in 1783 been reduced to 590,0007.
or thereabouts, it reached, in 1788, 5,743,7407. ; in 1790 it

was 8,633,0007., and it continued at upwards of 6,000,0007.
till February 1702. Now, if you double the amount of

the circulation and deposits as they stood in February,
1790, it would make the liabilities amount to what they
were at the close of and during several periods in 1834
and 1835. In 1834, I see they reached above 34,000,0007.:
in February, 1790, the liabilities were 16,263,0007.: the se-

curities were 10,332,0007. Now, if you double the liabili-

ties, you will find that they would amount to 32,526,0007.,
and the securities to a little above 20,000,0007., and the

bullion would, if doubled, be 17,200,0007. The bullion

continued at about 8,000,0007. till 1792: the foreign ex-

changes took an adverse turn in that year, and there was
a drain down to 5,000,0007. In the autumn of 1792, and
the early part of 1793, there occurred a total derange-
ment of the country circulation ; but the Bank then was
in a state of such perfect ease, that, without any special

interference, and without any alteration in the rate of its

discount, it was enabled to increase its discounts, which, in

August, 1791, amounted to 1,898,0007. to 6,456,0007. in

February, 1793; and to supply guineas, there being no
Bank of England notes at that time under 107., the

bullion was reduced to 4,010,0007. : but that would have
been equal compared with their general liabilities to

8,000,0007. of bullion in 1836. The period of discredit

and derangement went off, and there was soon after a

reflux of bullion, the increase between February and

August, 1793, having been 1,300,0007. I ought to have
mentioned that the Bank did not alter its rate of dis-

count from 5 per cent, during the whole of that period.
The increase in the discounts was very nearly 5,000,0007.

during the period of discredit, without any disturbance of

the feeling of security respecting the position of the

Bank, as to the power of maintaining the convertibility
of its paper. Now, I should beg to contrast that state of

things with that which occurred in 1836. If the Bank,
instead of being reduced to about 4,000,0007. in the

autumn of 1836, or the spring of 1837, had only been
II 4
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reduced to 8,000,000/. of bullion, its position would have

been in every respect very different, and the general
state of things would have been different ;

because there

is no doubt, that the reduced state of bullion at that

time operated as a great cause of general uneasiness.

Will the committee allow me to put in this paper, con-

taining a statement of the position of the Bank in the

former period that I have alluded to.

(The witness delivered in the same, which was read as

follows :)
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its securities, and a corresponding contraction of the cir-

culation ? I do not think it would act upon the circulation

at all: I think the circulation would be kept up in a great
measure by the influx of the gold : the gold would naturally

go into the Bank, as a deposit, or in exchange for notes ;

and in that case, taking the supposition in the question,
there would be every inducement to take it out in notes.

3783. The object of the question is to know, what
means the Bank would have of artificially keeping up the

rate of interest, which is the means by which you. suppose
the Bank is to produce a large import of bullion ? I

conceive that if they reduced their securities sufficiently

low, it is impossible but that the gold must more or less

flow in to preserve the general value of the circulation :

the general value of the circulation is not determined by
the amount of Bank notes the general value of the cir-

culation is determined by the exchanges.
3784. Under those circumstances, if the Bank could by

any means raise the rate of interest up to such a point as

to cause the influx of bullion to continue beyond its

natural amount ; if they could do it by any means, would
it not be requisite that they should operate in a very violent

manner by the sale of Exchequer bills, or the securities

independently of discounts ? No ; it does not appear to

me that that would be necessary at all. So far from a

violent action, it appears to me, that it would require
them to be passive. If upon the efflux of some of their

existing securities no re-investment took place, which

could not be supposed to produce any violent action, I

have no idea that there would be any material disturbance

of the value of the circulation as connected with internal

purposes in the process that is supposed in the question.
3785. But in the case which you supposed, and ac-

cording to the system which you propose, would it not

be the duty of the Bank of England not to be passive,
but to interfere actively for the purpose of prolonging the

influx of bullion beyond its natural extent? I doubt the

propriety of the term "
actively

"
used in the question.

I think, simply, by keeping down the amount of its ex-

isting securities, and allowing the efflux of those which
were running off without re-investment, the effect would
be produced without any effort on the part of the Bank.
I am supposing that the circumstances of trade are such
as not of themselves to entail any disturbance one way or

the other. I will, for instance, take the period that has
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been alluded to, namely, 1834. I contend that, if the

Bank had kept its securities (not that I wish to commit

myself to a general opinion as to the propriety of keeping
the securities even or not) rather below than above

24,000,0007., the probability is that, through that and the

following year, they would have maintained a larger
amount of bullion. At the same time, if it had required a

reduction of the securities to 22,000,0007. or 20,000,0007.,
I should still say that it was incumbent upon the Directors

to have effected that upon the system which I have sug-

gested, supposing they had been acting upon that before.

I do not mean to say that they ought to have done it : but,
in supposing, as a distinct opinion which I entertain, that

they cannot conduct such an amount of liabilities as they
have had during the last three or four years with so small

an amount of bullion as they have had, for a considerable

part of that interval, I have assumed, that, if they found,
with an amount of 24,000,0007. of securities, the bullion

either went out or did not come in to a sufficient extent,

they would reduce the securities. I consider that, with, a

view of maintaining the proper amount of bullion, they
should not in all cases retain the same amount of securities ;

and if a designed reduction of securities be desirable with
that view, it will be most conveniently effected by sales

on the part of the Bank when the prices are high, or, in

other words, when the market rate of interest is low.

3786. (Mr. Warburton.} Then your plan is, that they
should not commence operating upon the exchanges the

moment they saw that there was a turn in them, but that

they should allow the drain to run on for a considerable

period before they took any step whatever ? Yes ; that is

what I should distinctly suggest as the more convenient

mode of management, provided always they had in view

so to regulate their securities) as to preserve on an average a

eery considerable amount of treasure.

3787. Do you not believe that the exchanges would be

kept more steady, and would not run so much into ex-

tremes, if, at an earlier period than you recommend, they
endeavoured to alter the course that the exchanges were

taking? The exchanges would, doubtless, in that case,

not undergo the same extent of variation ; but the cir-

culating medium and the general scale of transactions in

the country would be interfered with or disturbed in a

much greater degree, by the Bank operating upon its

securities upon every turn of the exchanges.
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3788. Do you mean to say that the inconvenience pro-
duced to the mercantile interest, the monetary pressure
would be less in amount than it now is, or less frequent ?

- Both.

3789. Do not you apprehend that the monetary pres-

sure, in case of a drain, depends in extent very much in

the degree to which the exchanges are adverse ? I do not

apprehend so, excepting so far as the continuance of that

state involves ultimately the necessity of strong counter-

acting measures on the part of the Bank.
3790. Then do you not apprehend, if the drain is allowed,

as you pi'opose, to run on for n considerable time, that, sup-

posing the drains till to continue after the Bank treasure

has been reduced 5,000,0007., stronger counteracting mea-
sures are necessary in that case, than if the counteracting
measures had been had recourse to at the moment the ex-

changes began to turn ? I do not think that the conse-

quences involved in the question would follow. A reduc-

tion of 5,000,0007. might take place and no further drain

ensue. If restrictive measures were only to commence
Avhen the Bank treasure had got down to 10,000,0007.,

they would be very different in effect, or in the chance of

disturbance of the general mercantile course of affairs, from
what they would be- if the drain, as heretofore, were allowed

to proceed till the treasure was reduced to 5,000,0007. A
very moderate exercise of precautionary measures would, in

my opinion, be requisite, after the efflux of 5,000,0007., to

prevent such a further efflux as would place the Bank
under the necessity of eventually adopting any very violent

measures.

3791. The reason you have given for not commencing
to reduce the circulation immediately that the exchanges
turned, is, that it would occasion inconvenience to the mer-
cantile interests. Is not that so ? No

;
I might have said

so ; but what I meant was, that it would occasion a dis-

turbance in the general scale of transactions in the country,
in as far as uniformity of the circulating medium in con-

nexion with the ordinary transactions of the country was
concerned. I should use the term general convenience

rather than strictly mercantile convenience, for I consider

it to be a matter of general convenience that fluctuations,
in the rate of interest, should not be either abrupt or

violent.

3792. Which do you consider to be the principal duty of

the Bank, to occasion an uniform rate of interest in the
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country, or to look to the preserving of the convertibility of

its notes as its primary duty ? / consider maintaining
the convertibility of its notes is its primary duty; and, if the

preservation of a moderate uniformity of the rate of interest

were incompatible with the perfect security of the conver-

tibility ofthe paper, Ishould without hesitation say, that every
consideration of convenience ought to give way to the pre-
servation of the principle of convertibility.

3793. Have you not said that the fluctuations in treasure

would be much less if the Bank commenced to operate im-

mediately, than if it allowed the drain to proceed before it

commenced its measures of contraction ? Yes.

3794. Then do you not think, that if it operated imme-

diately the momentary deviation from the mean in the

amount of the circulation would be much less than the

deviations that did take place, or which would take place

according to the system you recommend ? In the first

place, I should think it hardly possible to prescribe or de-

fine exactly the line which you should call the commence-
ment of a drain, and, therefore, a forcible operation by
the Bank upon its securities such as proposed, would, I

believe, be infinitely more inconvenient than the applica-
tion of precautionary measures, when it should appear
that the drain was one that, from its general appearance,
threatened a continuance below the amount at which I

consider that precautionary measures might be dispensed
with. But there is one point ivhich seems to me to be assumed
in all the questions hitherto upon this point ; that the amount

of the circulation is that part of the position of the Bank
ivhich should be looked to for redressing the exchanges :

whereas, in point of fact, if the bankers generally, or the

deposit department of the Bank, happened at the time that

the demand for foreign payments occurred to have large

reserves, the circulation might be preserved without alter-

ation, notwithstanding a considerable efflux of the metals.

I can easily imagine a state of things in which, even sup-

posing that there was a separate Bank of issue from the

banking department, there might be a drain for foreign

payment to the amount of 3,000,0007. or 4,000,000/.,

requiring an efflux of the precious metals to that amount,
which would be supplied entirely out of such reserve,

and therefore would leave the circulation without any
alteration at all. I never understood whether that case

was included in the theory of the fluctuation of the circu-

lation corresponding with the variation that would take

place in a metallic currency.
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3795. Docs not your supposition depend entirely upon
this, that you assume the reserves which the London
bankers held as deposits in the Bank of England greatly
exceed the amount which it is necessary for them to keep
as reserves, to meet the demands of their own depositors ?

It may be so ; and I raised the question for the very

purpose of stating that, on the supposition that the

reserves of the bankers, and more especially the reserve of

the deposit department of the Bank of England, happened
to be low coincidentally with the commencement of a

drain, and taking the rule proposed for variation as in the

metallic circulation, the pressure would be extreme.

3796. Does it make any great difference as it regards
the facilities of the money market, whether the Bank
reduces its circulation by the sale of securities, or by
diminishing the amount of its discounts ? The forcible

diminution of its discounts, by which I mean limiting the

amount to be discounted, or shortening the period of the

bills, would have a very much more violent operation than

the sale of public securities ; but that would be only in so

far as the public had previously been accustomed to an
unlimited extent of discount, varying only in the rate.

3797. By selling its securities, does it not diminish the

amount of the circulation held by the bankers ? I do not

mean in the slightest degree to question the correctness

of the general principle, that if, with a view to contraction,

and to increasing the value of the circulating medium, the

Bank wish to reduce their securities, it is immaterial, for

the main purpose, whether it is done through commercial

discounts or by the sale of public securities : I only mean,
that, considering that the Bank are looked to as a constant

resource by the great discount brokers, it would have a

prodigious effect if there were to be any forcible narrowing
of the discounts.

3798. Are you of opinion that it is the duty of the

Bank to do what is called "
uphold the credit of the

country" in times of monetary pressure, to such an extent

as to lessen the convertibility of its own notes ? Certainly;
that is not the duty of the Bank. I conceive that its first

care should be the convertibility of its paper.
3799. And, therefore, whatever degree of pressure may

arise to the mercantile interests by the Bank adhering to

the principles of maintaining the convertibility of its notes,

that pressure ought rather to be undergone than that the

convertibility should be endangered? I have no question
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but that it is the duty of the Bank, at all events, to main-

tain inviolable the fulfilment of its own engagements ;

that is the first duty of all bankers.

3800. What is your opinion of the recent act for sus-

pending the operation of the usury laws with regard to

bills of exchange? I have not, nor ever had, any doubt

that the working of the recent act has been of unmixed

advantage.
3801. And, according to your view of the working of

the currency, the allowing so large a margin to the rate

of interest which the Bank may charge is eminently con-

ducive to the proper working of the Bank ? Yes ;
at the

same time I beg leave to observe, that, if the Bank manage
their securities with a view to the preservation of a large

average amount of bullion, their operation on the market

rate of interest, by alterations in their rate of discount, will

be comparatively on a very small scale.

3802. Admitting that the Bank may produce an in-

fluence upon the market rate of interest for short periods,
do you believe that the Bank has it in its power to regu-
late the rate of interest altogether ? No ; certainly not

for a length of time.

3803. Therefore, if, during considerable periods, the

market rate of interest is high or low, you do not consider

that the Bank is to be blamed for that ? No ; not at all.

[My evidence from question 3624 to 3720 inclusive has

been omitted, because,

1. The length of it is such, that, if added to these ex-

tracts, the space that the whole would occupy would be

altogether disproportioned to the other contents of this

volume, insomuch that, doubtful as I have been whether
the extracts I proposed to insert were not too long, I

should, if the only alternative had been to give the whole
or none, have determined on the latter.

2. The points involved in the parts omitted, although

important with reference to the questions as to the manage-
ment of the Bank in the interval between 1832 and 1836,
and especially to that part of its management which re-

lated to its employment of the surplus funds of the East
India Company, and of the deposits on account of the

West India loan in 1835, have no immediate bearing upon
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the purpose for which the portion of the examination here

introduced is given.
That purpose is to exhibit ray views as stated to the

Committee, on the following points :

1. That prices are the consequence, and not the cause, of

variations in the circulation, that is, of bank notes in the

hands of the public.
2. That the Bank had not the power of acting directly

on the amount of its circulation.

3. That it was exclusively through the medium of its

securities, that the Bank could operate on the foreign

exchanges.
4. That the management of the Bank would be best

regulated, with a view of the convenience of the public,

consistently with the constant maintenance of its pay-
ments in cash, by the possession of a very large average
amount of treasure.

It can hardly fail of being observed, on the perusal of

this examination, how totally inaccessible the Committee

were to the points of view which I endeavoured to impress

upon them. Sir Robert Peel was not present at any part
of my examination.]

Extract from the Report of the Select Committee on the

State of Commercial Credit. April 25th, 1793.

A SPIRIT of commercial speculation and commerce had
been for some time increasing in every part of the king-
dom, and had now got to such a height as to threaten

public credit with very serious danger.
The circulating specie being by no means sufficient to

answer the very increased demands of trade, the quantity
of paper currency brought into circulation, as a supplying
medium, was so great and disproportionate, that a scarcity
of specie was produced, which threatened a general stagna-
tion of the commercial world.

In consequence of this alarming state of public credit, on
the motion of Mr. Pitt, a select committee was this day
appointed to take into consideration the present state of

commercial credit, and to report their opinion and observ-

ations thereupon to the House.
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April 29. The Lord Mayor reported from the said

Committee, That the Committee had made a progress in the

matter to them referred, and had directed him to make the

following Report :

Your Committee have thought it incumbent on them,
in proceeding to execute the orders of the House, to direct

their attention to three principal points.
1st. Whether the difficulties at present experienced, or

the probability of their continuance and increase are of
such urgent importance to the public interest as to require
the interposition of the Legislature ?

2nd. On the supposition that such interposition should

be deemed necessary, what is the most practicable and
effectual plan which can be adopted for giving relief ?

3rd. What means can be suggested for preventing the

renewal of similar inconveniences ?

The consideration of the first and second heads appeared
in some measure blended together ; and the third, though
of great importance, appearing to be less urgent in point of

time, your Committee have thought it proper to submit to

the House such considerations as occurred to them upon
the two first points, reserving the latter for a separate

report.
Under the first of these heads, the .notoriety of failures

to a considerable extent, the general embarrassment and

apprehension which has ensued, the consideration of the

necessary connection between different mercantile houses,
and their dependence on each other, and the influence

which the state of commercial credit must have upon the

trade, the revenue, and general interests of the country,

appeared sufficient, without minute examination, to satisfy

your Committee that the present situation strongly called

for an immediate and effectual remedy, if any practicable

plan could be suggested for that purpose.
In addition to this, the Committee had an opportunity

of collecting from several of their own members inform-

ation, grounded either on their general observations upon
the subject, or on their own immediate and personal

knowledge.
Your Committee, understanding that some suggestions

on this subject had been laid before the Chancellor of the

Exchequer, on the part of several persons of great eminence
and respectability in the city of London, were of opinion,
that a communication of these suggestions would be very
material to the objects of their inquiry, with a view of
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ascertaining the opinion of persons of this description,
both with respect to the necessity of some remedy, and to

the particular mode in which it might be applied.
The Chancellor of the Exchequer accordingly laid before

the Committee a paper which had been delivered to him on
the 23d instant by the Lord Mayor and Mr. Bosanquet,
which is inserted in the Appendix to this Report: he also

stated to the Committee the circumstances which had led

to this paper being drawn up. That he had received re-

presentations from many different quarters, which induced

him to believe that the failures which had taken place had

begun by a run on those houses who had issued circulating

paper without being possessed of sufficient capital; but
that the consequences had soon extended themselves so far

as to affect many houses of great solidity, and possessed of

funds ultimately much more than sufficient to answer all

demands upon them, but which had not the means of con-

verting those funds into money or negotiable securities in

time to meet the pressure of the moment.
That the sudden discredit of a considerable quantity of

paper which had been issued by different banks, in itself

produced a deficiency of the circulating medium, which, in

the ordinary course of things, could not be immediately
replaced, and that this deficiency occasioned material in-

convenience in mercantile transactions. That, in addition

to this immediate effect, these circumstances also were re-

presented to have induced bankers and others to keep in

their hands a greater quantity of money than they thought
necessary in the usual train of business, and that large
sums were thus kept out of circulation, and great difficulty
arose in procuring the usual advances on bills of exchange,

particularly those of a long date. That many persons were
said to be possessed of large stocks of goods which they
could not at present dispose of; and on the credit of which

they could not raise money. That this occasioned an in-

terruption of the usual orders to manufacturers, which,
circumstanced together with the interruption of the means

by which they were enabled to make their weekly pay-
ments, tended to prevent the employment of a number of

persons engaged in different manufactures.

That those evils were represented as likely rapidly to

increase to a very serious extent, if some extraordinary
means were not adopted to restore credit and circulation.

That, in consequence of these representations, he had de-

sired a meeting of different gentlemen, in order to obtain

VOL. IV. K K
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the best information in his power respecting the extent of

the evil, and the possibility and propriety of any measure
to remedy it. That after much discussion, all the gentle-
men present seem to agree in a very strong opinion of the

extent of the evil; though many objections at first oc-

curred to any plan for remedying it. That in the result it

was agreed to desire the gentlemen, whose names were
mentioned in the paper now delivered, to meet the next

day at the Mansion House, to consider more particularly
the proposal for the issue of Exchequer Bills to a certain

amount, to be advanced under proper regulations for the

accommodation of such persons as might apply for the

same, and likewise the objections to which such a proposal

might be liable, and that the paper which he had laid

before the Committee contained the opinion of this second

meeting. The Lord Mayor informed the Committee,
that, in conformity to the statement mentioned by the

Chancellor of the Exchequer, eleven gentlemen met at

the Mansion House on the 23rd, selected principally from
that part of the preceding meeting who had expressed the

greatest difficulty in finding out a remedy, and, after a

long discussion upon the subject, they unanimously were of

opinion, that the interposition of parliament was necessary;
and that an issue of Exchequer Bills under certain regu-
lations and stipulations was the best practical remedy.

The following is the account given by Macpherson in

his Annals of Commerce (p. 266.) of the events of this re-

markable period :

" Of the wealth accumulated in nine peaceful years of
" successful commerce, a very considerable portion was in-
" vested in machinery and in land navigation; objects which,
"
though generally very productive in due time, require a

"
heavy advance of capital, and depend for their productive-

" ness entirely upon the general prosperity of the trade of

"the country. At this time also the concerns of both
" merchants and manufacturers were much more widely ex-
"
tended, and were much greater than at any former period ;

" a natural effect of increasing prosperity, and sometimes a
" cause of ensuing calamity. From the operation of causes
" which I shall not pretend to explain, the unprecedented
"number of bankruptcies in November 1792, was pro-
"
digiously exceeded in number and amount by those which

" took place in the spring and summer of this year ; 105 in

"March, 188 in April, 209 in May, 158 in June, 108 in
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"
July. Many houses of the most extensive dealings and

' most established credit failed ; and their fall involved vast
* numbers of their correspondents and connections in all

*

parts of the country. Houses of great respectability and
' undoubted solidity, possessing ample funds, which actually
* did in a short time enable them to pay every shilling of
' their debts, were obliged to stop payment ; and some
*
bankers, who, almost immediately on recovering from the

" first panic, resumed their regularity of their payments,
" were obliged to make a pause. Many, whom the tem-
"
porary assistance of even a moderate sum of money would

" have enabled to surmount their difficulties, could not ob-
" tain any accommodation ; for in the general distress and
"
dismay every one looked upon his neighbour with caution,

" if not with suspicion. It was impossible to raise any
"
money upon the security ofmachinery or shares of canals,

" for the value of such property seemed to be annihilated in
" the gloomy apprehensions of the sinking state of the
"
country, its commerce and manufactures ; and those who

" had any money, not knowing whom they could place it

" with safety, kept it unemployed, and locked up in their
" coffers.
" In consequence of an interview of several of the

"
principal merchants and traders with Mr. Pitt, the Prime

"
Minister, a meeting was held at the Mansion House,

"
April 23rd, to concert measures for putting a stop to this

" terrible calamity ;
when the Lord Mayor, Messrs. Ander-

"
son, Bosanquet, Forster, Baring, Cheswell, Thornton,

" Harman, Winshrop, Boddington, and Hunter, after much
"
deliberation, drew up the outlines of a plan for the revival

" of commercial credit and the restoration of confidence, by
" a parliamentary advance of Exchequer Bills, under proper
"
regulations, to houses of real capital, a copy of which was

"
immediately laid before Mr. Pitt.
" On the 8th May, in compliance with the recommend-

" ation of the Committee, this was agreed to, and the ad-
" vances were to be made to such of the merchants, traders,
"
bankers, &c., as should apply for them in sums not under

" 4000/. on security approved, or on the deposit ofgoods of
" double the value of the sums advanced, at 5 per cent. This
" was not one of those officious and ill- concerted inter-
" ferences by which some governments ruin the interests of
" commerce while they profess themselves the protectors of
"

it. The very first intimation of the intention of the legis-" lature to support the merchants operated all over the
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"
country like a charm, and in a great degree superseded the

"
necessity of the relief, by an almost instantaneous restora-

" tion of mutual confidence.
" Some of the principal people of Liverpool had digested

" a plan for supporting the credit of the merchants and
" traders of that town, whose very extensive and com-
"
plicated concerns had involved them in perhaps a greater

" share of the general calamity than any other place except
" London. This proposal was to issue negotiable notes
" secured on the estate of the Corporation, which is suffi-

"
ciently ample, and to employ them in support of the

" credit of individuals, and it received the sanction of Par-
"
liament, who authorised the Corporation of Liverpool to

" issue notes to the amount of 200,0007."

THE END.

LONDON :

SPOTTISWOODE and SHAW,
New-street- Square.
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Greece, Sicily, Italy, and Spain. By J. H. ALLAN, Member of the Athenian Archaeological
Society, and of the Egyptian Society of Cairo. 2d Edition. Imperial 4to. with upwards of
40 lithographed Drawings, and 70 Wood Engravings, 3. 3s. cloth.

AMY HERBERT.
By a LADY. Edited by the Rev. WILLIAM SEWELL, B.D. Fellow and Tutor of Exeter
College, Oxford. New Edition. 2 vols. fcp. Svo. 9s. cloth.

ANDERSEN.-THE TRUE STORY OF MY LIFE :

A Sketch. By HANS CHRISTIAN ANDERSEN, Author of " The Shoes of Fortune," "The
Nightingale,"

" O. T.,"
"
Only a Fiddler,"

" The Improvisatore," &c. Translated by
MARY HOWITT. Fcp. Svo. 5s. cloth.

ARTISAN CLUB (THE)-A TREATISE ON THE STEAM
ENGINE, in its Application to Mines, Mills, Steam Navigation, and Railways. By the
Artisan Club. Edited by JOHN BOURNE, C.E. New Edition. 4to. with 30 Steel Plates and
349 Wood Engravings, 27s. cloth.

BAKEWELL.-AN INTRODUCTION TO GEOLOGY.
Intended to convey Practical Knowledge of the Science, and comprising the most important
recent discoveries; with explanations of the facts and phenomena which serve to confirm or
invalidate various Geological Theories. By ROBERT BAKUWKLL. Fifth Edition, considerably
enlarged. Svo. with numerous Plates and Woodcuts, 21s. cloth.
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BARRETT.-A SYNOPSIS OF CRITICISMS UPON THOSE
PASSAGES of tlie OLD TESTAMENT in which Modern Commentators have differed from
the Authorised Version: tog-ether with an Explanation of various Difficulties in the licln-cw
and English Texts. By the Hev. RICHAHD A. F. BARRETT. M.A. Fellow of King's College,
Cambridge. Vols. I. and II. 8vo. 28s. each, cloth ; or, in 4 Parts, price 14s. each.

BAYLDON.-ART OF VALUING RENTS AND TILLAGES,
Ami the Tenant's Right of Entering and Quitting Farms, explained by several Specimens of

Valuations; and Remarks on the Cultivation pursued on Soils in different Situations.

Adapted to the Use of Landlords, Land-Agents, Appraisers, Farmers, and Tenants. By
J. S. BAYLDON. 6th Edition; corrected and revised by John Donaldson. 8vo. 10s. 6d. cloth.

BEDFORD CORRESPONDENCE. -CORRESPONDENCE OF
JOHN, FOURTH DUKE OF BEDFORD, selected from the Originals at Woburn Abbey
(1742 to 1770). With Introductions by Lord JOHN RUSSELL. 3 vols. 8vo. with Portrait,
4ss. cloth.

V Separately: Vol. I. (1742-1748), 18s.; Vol. II. (1749-1760), 15s.; Vol. III. (1761-1770), 15s.

BELL.-LIVES OF THE MOST EMINENT ENGLISH POETS.
By ROBERT BELL, Esq. 2 vols. fcp. 8vo. with Vignette Titles, 12s. cloth.

BELL -THE HISTORY OF RUSSIA,
From the Earliest Period to the Treaty of Tilsit. By ROBERT BELL, Esq. 3 vols. fcp. 8vo.
with Vignette Titles, 18s. cloth.

BLACK.-A PRACTICAL TREATISE ON BREWING,
Based on Chemical and Economical Principles: with Formulae for Public Brewers, and
Instructions for Private Families. By WILLIAM BLACK. Third Edition, with considerable
Additions. 8vo. 10s. fid. cloth. Also,

REMARKS ON BAVARIAN BEER, London Porter, the Influence of Electricity on Fermentation.

By WILLIAM BLACK. Being a Supplement to his " Treatise on Brewing." 8vo. 2s. 6d. sewed.

BLAINE.-AN ENCYCLOPEDIA OF RURAL SPORTS ;

Or, a complete Account, Historical, Practical, and Descriptive, of Hunting, Shooting, Fishing,
Racing, and other Field Sports and Athletic Amusements of the present day. By DELABERE
P. BLAINE, Esq. Author of " Canine Pathology," &c. Illustrated by nearly 600 Engravings on

Wood, by R. Branston, from Drawings by Alken, T. Landseer, Dickes, &c. 8vo. 1. 10s. cloth.

BLAIR'S CHRONOLOGICAL AND HISTORICAL TABLES,
From the Creation to the present time : with Additions and Corrections from the most authen-
tic Writers ; including the Computation of St. Paul, as connecting the Period from the Exode
to the Temple. Under the revision of Sir HENRY ELLIS, K.H., Principal Librarian of the
British Museum. Imperial 8vo. 31s. 6d. half-bound in morocco.

BLOOMFIELD.-HISTORY OF THE PELOPONNESIAN WAR.
id
ed

nged fr

and Phrases explained, and matters discussed in the Notes Illustrated ty Maps and Plans.

By the Rev. S. T. BLOOM FIELD, D.D. F.S.A. 2 vols. 8vo. 38s. cloth.

BLOOMFIELD.-HISTORY OF THE PELOPONNESIAN WAR.
By THUCYDIDES. Translated into English, and accompanied by very copious Notes,
Philological and Explanatory, Historical and Geographical. By the Rev. S. T. BLOOMFIELD,
D.D. F.S.A. 3 vols. 8vo. with Maps and Plates, jfc2. 5s. boards.

BLOOMFIELD -THE GREEK TESTAMENT :

V'ith copious English Notes, Critical, Philological,
and Explanatory. Especially formed for

the use of advanced Students and Candidates tor Holy Orders. By Rev. S. T. BLOOMFIELD,
D.D. F.S.A. 6th Edition. 2 vols. 8vo. with a Map of Palestine, 1, cloth.

BLOOMFIELD.-ACOLLEGE& SCHOOL GREEKTESTAMENT:
With shorter English Notes, Critical, Philological, and Explanatory, formed for use in

Colleges and the Public Schools. By the Rev. S. T. BLOOMFIELD, D.D. F.S.A. -
4th Edition,

greatly enlarged and improved. Fcp. 8vo. 10s. 6d. cloth.

BLOOMFIELD. GREEK AND ENGLISH LEXICON TO THE
NEW TESTAMENT: especially adapted to the use of Colleges, and the Higher Classes in

Public Schools
;
but also intended as a convenient Manual for Biblical Students in general.

By Dr. BLOOMFIELD. 2d Edition, enlarged and improved. Fcp. 8vo. ICs. 6d. cloth.



PUBLISHED BY MESSRS. LONGMAN, BROWN, AND CO.

BOY'S OWN BOOK (THE) :

A Complete Encyclopaedia of all the Diversions, Athletic, Scientific, and Recreative, of Boy-
hood and Youth! A New Edition. VVith many Engravings on Wood. [just ready.

BRANDE.-A DICTIONARY OF SCIENCE, LITERATURE,
AND ART; comprising the History, Description, and Scientific Principles of every Branch
of Human Knowledge; with the Derivation and Definition of all the Terms in General Use.
Edited by VV.T. BRANDE, F.R.S.L. &E. ; assisted by J. CAUVIN. 8vo. with Wood Engravings,
<fc'3, cloth.

BRAY'S (MRS.) NOVELS AND ROMANCES,
Revised and corrected by Mrs. BRAY. In 10 vols. fcp. 8vo. with a Portrait, Frontispieces,
and Vignettes, uniformly with "The Standard Novels," jfi'3, cloth ; or, separately, 6s. each.

BREWSTER.-TREATISE ON OPTICS.
By Sir DAVID BREWSTER, LL.D. F.R.S., &c. New Edition. Fcp. 8vo. with Vignette Title,
arid 176 Woodcuts, 6s. cloth.

BUCKLER (J. C. AND C. A.) A HISTORY OF THE
ARCHITECTURE of the ABBEY CHURCH of ST. ALBAN, with especial reference to the
Norman Structure. By J. C. and C. A. BUCKLER, Architects. 8vo. with numerous
Illustrations, 14s. cloth.

BUDGE (J.)-THE PRACTICAL MINER'S GUIDE.
Comprising a Set of Trigonometrical Tables adapted to all the purposes of Oblique or Diagonal,
Vertical, Horizontal, and Traverse Dialling ;

with their application to the Dial, Exercise of

Drifts, Lodes, Slides, Levelling, Inaccessible Distances, Heights, &c. By J. BUDGE. New
Edition, considerably enlarged. 8vo. with Portrait of the Author, 12s. cloth.

BULL.-THE MATERNAL MANAGEMENT OF CHILDREN,
in HEALTH and DISEASE. By T. BULL, M.D. Member of the Royal College of Physicians,
Physician-Accucheur to the Finsbury Midwifery Institution. New Edition. Fcp. 8vo. 7s. cloth.

BULL-HINTS TO MOTHERS,
For the Management of Health during the Period of Pregnancy and in the Lying-in Room ;

with an Exposure of Popular Errors in connection with those subjects. By THOMAS BULL,
M.D. &c. New Edition. Fcp. 8vo. 7s. cloth.

BUNSEN.-THE CONSTITUTION OF THE CHURCH OF
the FUTURE. A Practical Explanation of the Correspondence with the Right Hon. William
Gladstone, on the German Church, Episcopacy, and Jerusalem. VVith a Preface, Notes, and
the complete Correspondence. By the Chevalier CHRISTIAN CHARLES JOSIAS BUXSEN,
Ph.D. D.C.L. Translated from the German, under the superintendence of, and with Additions

by, the Author. Post 8vo. 9s. 6d. cloth.

BURDER.-ORIENTAL CUSTOMS,
Applied to the Illustration of the Sacred Scriptures. By Dr. SAMUEL BUEDER. 8d Edition,
with Additions. Fcp. 8vo. 8s. 6d. cloth.

BURGER.-THE "LEONORA" OF BURGER.
Translated by JULIA M. CAMERON. With Six large Illustrations, drawn on Wood by
D. Maclise, R.A. and engraved by John Thompson. Crown 4to. 15s. cloth.

BURNS.-THE PRINCIPLES OF CHRISTIAN PHILOSOPHY;
containing the

By JOHN BUR
containing the Doctrines, Duties, Admonitions, and Consolations of the Christian Religion.~

RNS, M.D. F.R.S. 6th Edition. Fcp. 8vo. 6s. 6d. cloth.

BURNS.-CHRISTIAN FRAGMENTS ;

Or, Remarks on the Nature, Precepts, and Comforts of Religion. By JOHN BURNS, M.D.
F.R.S. Author of " The Principles of Christian Philosophy." Fcp. 8vo. 5s. cloth.

BUTLER-SKETCH OF ANCIENT & MODERN GEOGRAPHY.
By SAMUEL BUTLER, D.D. late Lord Bishop of Lichfield and Coventry; and formerly Head
Master of Shrewsbury School. New Edition, revised by the Author's SON. 8vo. Qs. boards.

BUTLER.-AN ATLAS OF MODERN GEOGRAPHY.
By the late Dr. BUTLER. Consisting of Twenty-three coloured Maps, from a New Set of
Plates ; with an Index of all the Names of Places, referring to the Latitudes and Longitudes.
New Edition. Svo. 12s. half-bound.
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BUTLER.-AN ATLAS OF ANCIENT GEOGRAPHY.
Hy the late Dr. BDTLEII. Consisting of Twenty-three coloured Maps ; with an Accentuated
Index of all the Names of Places, referring to the Latitudes and Longitudes. New Edition,
from an entirely new and corrected Set of Plates. 8vo. 12s. half-bound.

BUTLER.-A GENERAL ATLAS OF MODERN AND ANCIENT
GEOGRAPHY. By the late Dr. S. BUTLER. Consisting of Forty-five coloured Maps, and
Indices. New Edition, from an entirelynew and corrected Set of Plates. 4to. 24s. half-bound.

CALLCOTT.-A SCRIPTURE HERBAL.
With upwards of 120 Wood Engravings. By LADY CALLCOTT. Square crown 8vo. 25s. cloth.

CARTOONS (THE PRIZE).-THE PRIZE CARTOONS
EXHIBITED IN WESTMINSTER HALL, A.D. 1843. Published under the Sanction and
Patronage of Her Majesty's Commissioners on the Fine Arts.

The average size of the Prize Cartoons is fifteen feet in width and ten in height. A reduced
scale of one inch and a half to the foot has been adopted; and in the process of reduction
every care has been taken faithfully to preserve all the characteristic features of the originals;
and the Engraving of each work has been subjected to the approval of its author. Lithography
has been chosen as the most suitable medium for producing copies of these important works.

The size of the work is large folio. The price of the Eleven Engravings, in a neat Port-
folio, a. 5s. ; Proofs before Letters, aS8. 8s. [Just ready.

CATLOW.-POPULAR CONCHOLOGY;
Or, the Shell Cabinet arranged: being an Introduction to the Modern System of Conchology :

with a sketch of the Natural History of the Animals, an account of the Formation of the Shells,
and a complete Descriptive List of the Families and Genera. By AGNES CATLOW. Fcp. 8vo.
with 312 Woodcuts, 10s. 6d. cloth.

CHALENOR.-WALTER GKAY,
A Ballad, and other Poems. By MARY CHALENOB. 2d Edition, including the Authoress's
Poetical Remains. Fcp. 8vo. 6s. cloth.

CLAVERS.-FOREST LIFE.
By MARY CLAVERS, an Actual Settler; Author of "A New Home, Who '11 Follow?" 2 vols.

fcp. 8vo. 12s. cloth.

COCKS (C.)-BORDEAUX, ITS WINES, AND THE CLARET
COUNTRY. By C. COCKS, R.L. Professor of the Living Languages in the Royal Colleges of
France ; Translator of the Works of Michelet and Quiuct. Dedicated, by permission, to

M. Le Comte T. Duchatel. Post 8vo. with View of Bordeaux, 8s. 6d. cloth.

COLLEGIAN'S GUIDE (THE);
Or, Recollections of College Bays, setting forth the Advantages and Temptations of a Univer-

sity Education. By ****
******, M.A. College, Oxford. Post Svo. 10s. 6d. cloth.

COLLIER (J. PAYNE.) A BOOK OF ROXBURGHE BALLADS.
Edited by JOHN PAYNE COLLIER, Esq. Fcp. 4to. with Woodcuts, 21s. boards

; morocco, 38s.

(bound by llayday.)

COLTON.-LACON ; OR, MANY THINGS IN FEW WORDS.
By the Rev. C. C. COLTON. New Edition. Svo. 12s. cloth.

COOLEY.-THE WORLD SURVEYED IN THE NINETEENTH
CENTURY; or, Recent Narratives of Scientific and Exploring Expeditions (chiefly under-
taken by command of Foreign Governments). Collected, translated, and, where necessary,
abridged, by W. D. COOLEY, Esq. Author of the "

History of Maritime and Inland Discovery"
in the Cabinet Cyclppaedia, &c. The First Volume of the Series contains,

THE ASCENT of MOUNT ARARAT. By Dr. FRIEDRICH PARROT, Professor
of Natural Philosophy in the University of Dorpat, Russian Imperial Councillor of

State, &c. Svo. with a Map by Arrowsmith, and Woodcuts, 14s. cloth.

The Second Work of the Series will be

ERMAN'S TRAVELS through SIBERIA. 2 vols. Svo. with Illustrations. [In tkepres*.

COOLEY. THE HISTORY OF MARITIME AND INLAND
DISCOVERY. By W. D. COOLEY, Esq. 3 vols. fcp. Svo. with Vignette Titles, 18s. cloth.

CONVERSATIONS ON BOTANY.
9th Edition, improved. Fcp. Svo. 22 Plates, 7s. 6d. cloth ; with the plates coloured, 12s. cloth.
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CONVERSATIONS ON MINERALOGY.
With Plates, engraved by Mr. and Mrs. Lowry, from Original Drawings. 3d Edition,
enlarged. 2 vols. fcp. 8vo. 14s. cloth.

COOPER (THE REV. E.) SERMONS,
Chiefly designed to elucidate some of the leading Doctrines of the Gospel. To which is added,
an Appendix, containing Sermons preached on several Public Occasions, arid printed by
desire. By the Rev. EDWARD COOPER. 7th Edition. 2 vols. 12mo. 10s. boards.

COOPER (REV. E.)-PRACTICAL AND FAMILIAR SERMONS,
Designed for Parochial and Domestic Instruction. By Rev. EDWARD COOPER. New Edition.
T vols. 12mo. \. 18s. boards.

V Vols. I. to IV. 5s. each j Vols. V. to VII. 6s. each.

COPLAND. A DICTIONARY OF PRACTICAL MEDICINE;
comprising General Pathology, the Nature and Treatment of Diseases, Morbid Structures,
am! the Disorders especially incidental to Climates, to Sex, and to the different Epochs of
Life, with numerous approved Formulae of the Medicines recommended. By JAMES COPLAND,
M.D. Consulting Physician to Queen Charlotte's Lying-in Hospital, &c. &c. Vols. I. and II.

Svo. jt'3, cloth ; and Parti X. and XI. 4s 6d. each, sewed.

** To be completed in One more Volume.

COQUEREL.-CHRISTIANITY ;
Its perfect adaptation to the Mental, Moral, and Spiritual Nature of Man. ByAxHANASE
COQUEREL, one of the Pastors of the French Protestant Church in Paris. Translated by the
Rev. D. DAVISON, M.A. With an Introductory Notice of the State of the Protestant Church
of France, drawn up by the Author especially for the English Edition. Post Svo. [Ready.

COSTELLO (MISS.)-THE ROSE GARDEN OF PERSIA.
A Series of Translations from the Persian Poets By Miss LOUISA STUART COSTELLO, Author
of "

Specimens of the Early Poetry of France,"
" A Summer amongst the Bocages and the

Vines," &c. Long Svo. with Illuminated Pages and Borders printed in rose-colour, 18s. boards;
or 31s. 6d. bound in rose-coloured morocco (Persian style) by Hayday.

COSTELLO (MISS).-THE FALLS, LAKES, AND MOUNTAINS
OF NORTH WALES ; being a Pictorial Tour through the most interesting parts of the

Country. By LOUISA STUART COSTELLO, Author of The Rose Garden of Persia,"
" Beam

and the Pyrenees," &c. Illustrated with Views, from Original Sketches by D. H. M'Kcwan,
engraved on wood, and lithographed, by T. and E. Gilks. Square Svo. with Map, 14s. cloth.

COULTER-ADVENTURES ON THE WESTERN COAST OF
SOUTH AMERICA and in the INTERIOR of CALIFORNIA ; including a Narrative of Inci-
dents at the Kingsmill Islands, New Ireland, New Britain, New Guinea, and other Islands in
the Pacific Ocean : with an Account of the Natural Productions, and the Manners and Customs,
in Peace and War, of the various Savage Tribes visited. By JOHN COULTER, M.D. Author
of " Adventures in the Pacific." 2 vols. post Svo. 16s. cloth.

COULTER ADVENTURES IN THE PACIFIC :

With Observations on the Natural Productions, Manners, and Customs of the Natives of the
various Islands; Remar s on the Missionaries, British and other Residents, &c. By JOHN
COULTER, M.D. Author of " Adventures on the Western Coast of South America." Post Svo.
7s. 6d. cloth.

CRESY(E.)-AN ENCYCLOPEDIAOF CIVIL ENGINEERING,
Historical, Theoretical, and Practical. By EDWARD CRESY, F.S.A. C.E. Illustrated by
upwards of Three Thousand Engravings ou Wood, explanatory of the Principles, Machinery,
and Constructions which come under the Direction of the Civil Engineer. One very large
Volume Svo. 3. 13s. 6d. cloth.

CROCKER'S ELEMENTS OF LAND SURVEYING.
Fifth Edition, corrected throughout, and considerably improved and modernized, by T. G.
BUNT, Land Surveyor. To which are added, TABLES OF SIX-FIGURE LOGARITHMS,
&c., superintended by R. FARLEY, ofthe Nautical Almanac Establishment. Post Svo. 12s. cloth.

CROWE.-THE HISTORY OF FRANCE,
From the Earliest Period to the Abdication of Napoleon. By E. E. CROWE, Esq. 3 vols. fcp.
Svo. with Vignette Titles, 18s. cloth.
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DALE (THE REV. TJ-THE DOMESTIC LITURGY AND
FAMILY CHAPLAIN, in two Parts : the first Part being; Church Services adapted for
domestic use, with Prayers for every day of the week, selected exclusively from the Book of
Common Prayer; Part 2 comprising an appropriate Sermon for every Sunday in the year.
By the Uev. THOMAS DALE, M.A. Canon-Residentiary of St. Paul's, and Vicar of St. Pnncras,
London. Post4to. handsomely printed, 21s. cloth : or, boundby Hayday, 31s. 6d. calf lettered

;

;2. 10s. morocco, with goffered edges.

DAVY (SIR HUMPHRY).-ELEMENTS OF AGRICULTURAL
CHEMISTRY, in a Course of Lectures. By Sir HUMHHRY DAVY. With Notes by Dr. JOHN
DAVY. 6th Edition. 8vo. with 10 Plates, 15s. cloth.

DE BURTIN.-A TREATISE ON THE KNOWLEDGE NECES-
SARY to AMATEURS of PICTURES. Translated and Abridged from the French of M.
FRANCIS XAVIER DE BURTIN, First Stipendiary Alember of the Royal Academy of Brussels
in the Class of Sciences, Sic. By ROBERT WHITE, Esq. 8vo. with four Plates, 12s. cloth.

DE CUSTINE.-RUSSIA.
By the MARQUIS DE CUSTINE. Translated from the French. 2d Edition. 3 vols. post 8vo.
3ls. 6d. cloth.

DE LA BECHE.-REPORT ON THE GEOLOGY OF CORN-
WALL, DEVON, and WEST SOMERSET. By HENRY T. DE LA BECHE, F.R.S. &c.,
Director of the Ordnance Geological Survey. Published by Order of the Lords Commissioner*
of H.M. Treasury. 8vo. with Maps, Woodcuts, and 12 large Pates, 14s. cloth.

DE MORGAN. AN ESSAY ON PROBABILITIES,
And on their Application to Life Contingencies and Insurance Offices. By AUG. DE MORGAN,
of Trinity College, Cambridge. Fcp. 8vo. with Vignette Title, 6s. cloth.

DE SISMONDL THE HISTORY OF THE ITALIAN REPUB-
LICS; or, of the Origin, Progress, and Fall of Freedom in Italy, from A.D. 476 to 1806. By
J. C. L. SISMONDI. Fcp. 8vo. with Vignette Title, 6s. cloth.

DE SISMONDI. - THE HISTORY OF THE FALL OF THE
ROMAN EMPIRE. Comprising a View of the Invasion and Settlement of the Barbarians.

By J. C. L. DE SISMONDI. 2 vols. fcp. Svo. with Vignette Titles, 12s. cloth.

DE STRZELECKI (P. E.J-THE PHYSICAL DESCRIPTION
of NEW SOUTH WALES and VAN DIEMAN'S LAND; accompanied by a Geological Map
Sections, and Diagrams, and Figures of the Organic Remains. Uy P. E. DE SruziiLiiCKi.
Svo. with coloured Map and numerous Plates, 24s. cloth.

DIBDIN (THE REV. T. FJ-THE SUNDAY LIBRARY:
Containing nearly One Hundred Sermons, by eminent Divines. With Notes, &c. by the Rev.
T. F. DIBDIN, D.I). 6 vols. fcp. Svo. with Six Portraits, 30s. cloth ; or, A2. 12s. 6d. neatly
half-bound in morocco, with gilt edges.

DODDRIDGE.-THE FAMILY EXPOSITOR;
Or, a Paraphrase and Version of the New Testament : with Critical Notes, and a Practical !

Improvement of each Section. By P. DODDRIDGE, D.D. To which is prefixed, a Life of the

Author, by A. KIPPIS, D.D. F.R.S. and S.A. New Edition, 4 vols. Svo. \. 16s. cloth.

DONOVAN. A TREATISE ON CHEMISTRY.
By M. DONOVAN, M.R.I.A. Fourth Edition. Fcp. Svo. with Vignette Title, 6s. cloth.

DONOVAN.-A TREATISE ON DOMESTIC ECONOMY.
By M. DONOVAN, Esq. M.R.I.A. Professor of Chemistry to the Company of Apothecaries in

Ireland. 2 vols. fop. Svo. with Vignette Titles, 12s. cloth.

DOUBLEDAY AND HEWITSON'S BUTTERFLIES. - THE
GENERA of DIURNAL LEPIOOPTEUA ; comprising their Generic Characters -a Notice
of the Habits and Transformations and a Catalogue of the Species of each Genus. By
EDWARD DOUBLEDAY, Esq. F.L.S.&c., Assistant in the Zoological Department of the British
Museum. Imperial 4to. uniform with Gray and Mitchell's Ornithology; Illustrated with :

75 Coloured Plates, by W. C. HEWITSON, Esq. Author of" British Oology."

V* Publishing in Monthly Parts, 5s. each ; each part consisting of 2 coloured plates, with

accompanying Letter-press, giving the Generic Characters, a Short Notice of the Habits, and
a Catalogue of the Species of each Genus. Part XIII. will appear on the 1st of November.

DOVER.-LIFE OF FREDERICK II. KING OF PRUSSIA.
By LORD DOVER. 2d Edition. 2 vols. Svo. with Portrait, 28s. boards.
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DRESDEN GALLERY.-THE MOST CELEBRATED PICTURES
of the ROYAL GALLERY at DRESDEN, drawn OH Stone, from the Originals, by Franz

Hanfstaengel : with Descriptive and Biographical Notices, in French and German. Nos. I. to

XLVI II. imperial folio, each containing 3 Plates, with accompanying Letter-press, price 20s. to

Subscribers ; to Non Subscribers, 30s. Single Plates, 12s. each.
*' To be completed in a few more numbers.

DRUMMOND (DR. J. LJ-LETTERS TO A YOUNG NATU-
RALIST, ON THE STUDY OF NATURE AND NATURAL THEOLOGY. By JAMES L.

DRUMMOXD, M.D. Author of " First Steps to Botany," &c. Second Edition. Post 8vo. with
Wood Engravings, 7s. 6d. boards.

DRUMMOND -FIRST STEPS TO BOTANY,
Intended as popular Illustrations of the Science, leading to its study as a branch of genera
education. By J. L. DRUMMOND, M.D. 4th Edit. 12mo. with numerous Woodcuts, 9s. bds.

DUNHAM.-THE HISTORY OF THE GERMANIC EMPIRE.
By Dr. DUNHAM. 3 vols. fcp. 8vo. with Vignette Titles, 18s. cloth.

THE HISTORY OF EDROPE DURING THE
MIDDLE AGES. By Dr. Dunham. 4 vols.

fcp. 8vo. with Vignette Titles, \. 4s. cloth.

THE HISTORY OF SPAIN AND PORTUGAL.
By Dr. Dunham. 5 vols. fcp. 8vo. with

Vignette Titles, \. 10s. cloth.

THE HISTORY OF SWEDEN, DENMARK,
AND NORWAY. By Dr. Dunham. 3 vols.

fcp. 8vo. with Vignette Titles, 18s. cloth.

THE HISTORY OF POLAND. By Dr.
Dunham. Fcp. 8vo. witR Vignette Title,
6s. cloth.

THE LIVES OF THE EARLY WRITERS
OF GREAT BRITAIN. By Dr. Dunham,
R. Bell, Esq. &c. Fcp. 8vo. with Vignette
Title, 6s. cloth.

THE LIVES OF BRITISH DRAMATISTS.
By Dr. Dunham, R. Bell, Esq. &c. 2 vols.

fcp. 8vo. with Vignette Titles, 12s. cloth.

DUNLOP.-TRAVELS IN CENTRAL AMERICA.
With a Journal of nearly Three Years' Residence in the Country. To which are added, a
Sketch of the History of the Republic, and an Account of its Climate, Productions, Com-
merce, &c. By ROBERT GLASGOW DUNLOP, Esq. Post 8vo. with Map, 10s. 6d. cloth.

DUNLOP (JOHN).-THE HISTORY OF FICTION:
Being a Critical Account of the most celebrated Prose Works of Fiction, from the earliest

Greek Romances to the Novels of the Present Age. By JOHN DUNLOP, Esq. 3d Edition,
complete in One Volume. 8vo. 15s. cloth.

EASTLAKE. - MATERIALS FOR A HISTORY OF OIL
PAINTING. By CHARLES LOCK EASTLARE, Esq. R.A. F.R.S. F.S.A.; Secretary to the

Royal Commission for Promoting the Fine Arts in connexion with the rebuilding of the Houses
of Parliament, &c. 8vo. 16s. cloth.

ECCLESTON (JAMES).-AN INTRODUCTION TO ENGLISH
ANTIQUITIES. Intended as a Companion to the History of England. By JAMES ECCLE-
STON, B.A. Head Master of Sutton Coldfield Grammar School. 8vo. with numerous En-

gravings on Wood, 21s. clofh.

ELLIOTSON -HUMAN PHYSIOLOGY:
With which is incorporated much ofthe elementary part of the " Institutiones Physiologic*"
of J F. Blumenbach, Professorin the University ofGiHtingen. By JOHN ELLIOTSON, M.D.
Cantab. F.R.S. Fifth Edition. 8vo. with numerous Woodcuts, 42. 2s. cloth.

ENGLISHMAN'S GREEK CONCORDANCE OF THE NEW
TESTAMENT: being an Attempt at a Verbal Connexion between the Greek and the English
Texts ; including a Concordance to the Proper Names, with Indexes, Greek-English and
English-Greek. 2d Edition, with a new Index. Royal 8vo. 42s. cloth.

ENGLISHMAN'S HEBREW AND CHALDEE CONCORDANCE
of the OLD TESTAMENT ; being an attempt at a Verbal Connection between the Original
and the English Translations : with Indexes, a List of the Proper Names and their occur-

rences, &c/&c. 2 vols. royal 8vo. j63. 13s. 6d. cloth
; large paper, \. 14s. 6d.

EPHEMERA.-A HAND-BOOK OF ANGLING ;

Teaching Fly-fishing, Trolling, Bottom-fishing, Salmon-fishing; the Natural History of River
Fish, and the best modes of Catching them. By EPHEMERA, of Bell's Life in London.
Fcp. 8vo. with numerous Wood Engravings, 9s. cloth.

ESDAILE (DR. J.) MESMERISM IN INDIA;
And its Practical Application in Surgery and Medicine. By JAMES ESDAILE, M.D. Civil

Assistant-Surgeon, E.I.C.S. Bengal. Fcp. 8vo. r.s. 6d. cloth.

c
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EVANS -THE SUGAR PLANTER'S MANUAL :

Being- a Treatise on the Art of obtaining Sugar from the Sugar Cane. By W. J. EVANS, M.D.
S\n. '.N. clOth.

FAREY.-A TREATISE ON THE STEAM ENGINE,
Historical, Practical, and Descriptive. By JOHN FAREY, Engineer. 4to. illustrated by
numerous Woodcuts, and 25 Copper-plates, s5. 5s. boards.

FAWN (THE) OF SERTORIUS.
2 vols. post MVII. 18s. cloth.

" As a work that contains lively and graphic pictures oflife and manners in a distant age, we commend it to the perusal

FERGUS-HISTORY OF UNITED STATES OF AMERICA,
From the Discovery of America to the Election of General Jackson to the Presidency. By the
Rev. H. FERGUS. 2 vols. fcp. 8vo. with Vignette Titles, 12s. cloth.

FITZROY (LADY). -SCRIPTURAL CONVERSATIONS BE-
TWEEN CHARLESand his MOTHER. By Lady CHARLES FITZROY. Fcp. 8vo. 4s. 6d. cloth.

FORSTER-THE STATESMEN OF THE COMMONWEALTH
OF ENGLAND. With an Introductory Treatise on the Popular Progress in English History.
By JOHN FORSTER, Esq. 5 vols. fcp. 8vo. with Original Portraits of Pym, Eliot, Hainpden,
Cromwell, and an Historical Scene after a Picture by Cattermole, \. 10s. cloth.

The above 5 vols. form Mr. Forster's portion of the Lives of Eminent British Statesmen, by Sir
James Mackintosh, the Right Hon. T. P. Courtenay, and John Forster, Esq. 7 vols. fcp. 8vo.
with Vignette Titles, ^2. 2s. cloth.

FORSTER (REV. C.)-THE HISTORICAL GEOGRAPHY OF
ARABIA ; or, the Patriarchal Evidences of Revealed Religion. A Memoir, with illustrative

Maps and an Appendix, containing Translations, with an Alphabet and Glossary of the

Hamyaritic Inscriptions recently discovered in Hadramaut. By the Rev. CHARLES FORSTER,
B.D. Author of "Maliometanism Unveiled." 2 vols. 8vo. 30s. cloth.

FORSTER (REV. C.) THE LIFE OF JOHN JEBB, D.D. F.R.S.,
late Bishop of Limerick. With a Selection from his Letters. By the Rev. CHARLES
FORSTER, B.D. Rector of Stisted, and formerly Domestic Chaplain to the Bishop. Second
Edition, Svo. with Portrait, &c. 16s. cloth.

FOSBROKE.-A TREATISE ON THE ARTS, MANNERS,
MANUFACTURES, and INSTITUTIONS of the GREEKS and ROMANS. By the Rev.
T. D. FOSBROKK, &c. 2 vols. fcp. 8vo. with Vignette Titles, 12s. cloth.

FRANCIS-NOTES FROM A JOURNAL KEPT IN ITALY
and SICILY during the years 1844, 1845, and 1846. By J. G. FRANCIS, B.A. 8vo. with Eight
Lithographic Illustrations, from Drawings by the Author, 14s. cloth.

FROM OXFORD TO ROME;
And, How it fared with some who lately made the Journey. By a COMPANION TRAVELLER.
New Edition, revised and corrected. Fcp. 8vo. with Frontispiece, 6s. cloth.

GASCOYNE.-A NEW SOLUTION, IN PART, OF THE SEALS,
TRUMPETS, and other SYMBOLS of the REVELATION of ST. JOHN : being an Attempt
to prove that, as far as they are fulfilled, they denote the Rise, Increase, and Maturity of the
Man of Sin, and the Coming of our Lord Jesus Christ for his Destruction. By the Rev. R.

GASCOYNE, A.M. 18mo. 5s. cloth.

GERTRUDE.
A Tale. By the Author of " Amy Herbert." Edited by the Rev. WILLIAM SEWELL, B.D.
of Exeter College, Oxford. New Edition. 2 vols. fcp. Svo. 9s. cloth.

GILBART (J. W.) -THE HISTORY AND PRINCIPLES OF
BANKING. BY JAMES WILLIAM GILBART, General Manager of the London and West-
minster Bank. 3d Edition. Svo. 9s. boards.

GLEIG.-LIVES OF MOST EMINENT BRITISH MILITARY
COMMANDERS. By the Rev. G. R. GLEIQ. 3 vols. fcp. Svo. with Vignette Titles, 18s. cloth.

GOLDSMITH. THE POETICAL WORKS OF OLIVER
GOLDSMITH. Illustrated by Wood Engravings, from the Designs of G. W. Cope, A.R.A.,
Thomas Creswick, A.R.A., J. C. Horsley, R. Redgrave, A.R.A., and Frederick Tayler M te-
bers of the Etching Club. With a Biographical Memoir, and Notes on the Poems. Edi d
by BOLTON CORNEY, Esq. Square crown 8vo. uniform with "Thomson's Seasons," 2ls.
cfoth ; or, bound in morocco, by Hayday, \. 16s.

** One Hundred Copies, ^2. 2s. each, printed on prepared paper of great beauty.
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GOOD.-THE BOOK OF NATURE,
A Popular Illustration of the General Laws and Phenomena of Creation. By JOHN MASON
GOOD, M.D. F.R.S., c. Third Edition, corrected. 3 vols. fcp. 8vo. 24s. cloth.

GOWER THE SCIENTIFIC PHENOMENA OF DOMESTIC
LIFE, familiarly explained. By CHARLES FOOTE GOWER. New Edition. Fcp. 8vo. with
Wood Engravings, 5s. cloth.

GRAHAM-ENGLISH ; OR, THE ART OF COMPOSITION :

explained in a Series of Instructions and Examples. By G. F. GRAHAM. New Edition,
revised and improved. Fcp. 8vo. 6s. cloth.

GRANT (MRS.)-LETTERS FROM THE MOUNTAINS.
Being the Correspondence with her Friends, between the years 1773 and 1803. By Airs GRANT,
of Laggan. Sixth Edition. Edited, with Notes and Additions, by her son, J. P. GRANT,
Esq. 2 vols. post 8vo. 21s. cloth.

GRANT (MRS.)-MEMOIR AND CORRESPONDENCE OF
the late Mrs. Grant, of Laggan, Author of " Letters from the Mountains,"

" Memoirs of an
American Lady," &c. Edited by her Son, J. P. GRANT, Esq. 2d Edition. 3 vols. post 8vo.
with Portrait, 31s. 6d. cloth.

GRATTAN.-THE HISTORY OF THE NETHERLANDS,
From the Invasion by the Romans to the Belgian Revolution in 1830. By T. C. GRATTAN,
Esq. Fcp. 8vo. with Vignette Title, 6s. cloth.

GRAY (THOMAS).-GRAFS ELEGY,
Written in a Country Churchyard. Illuminated in the Missal style. By OWEN JONES,
Architect. Imp. 8vo. 31s. 6d. elegantly bound in patent relievo leather.

GRAY AKD MITCHELL'S ORNITHOLOGY.-THE GENERA
Of BIRDS ; comprising their Generic Characters, a Notice of the Habits of each Genus, and
an extensive List of Species, referred to their several Genera. By GEORGE ROBERT GRAV,
Acad. Imp. Georg. Florent. Soc. Corresp. Senior Assistant of the Zoological Department.
British Museum ; and Author of the " List of the Genera of Birds," &c. 8tc. Illustrated with
Three Hundred and Fifty imperial quarto Hates, by DAVID WILLIAM MITCHELL.

In course of publication, in Monthly Parts, 10s. Gd. each
; each Part consisting generally of

Four imperial quarto coloured Plates and Three plain, and accompanying Letterpress ; giving
the Generic Characters, short Remarks on the Habits, and a List of Species of each Genus as

complete as possible. The uncoloured Plates contain the Characters of all the Genera of
the various Sub-families, consisting of numerous details of Heads, Wings, and Feet, as the
case may require, for pointing out their distinguishing Characters.

*** The work will not exceed Fifty Monthly Parts, of which Forty have appeared.

ORDER I. Accipitres, has been completed, and may be had separately. Imperial 8vo. with
15 coloured and 12 plain Plates, A'2. 8s. boards.

GREENER.-THE GUN;
Or, a Treatise on the various Descriptions of Small Fire-Anns. By W. GREENER, Inventor of
iin improved method of Firing Cannon by Percussion, &c. 8vo. with Illustrations, 15s. boards.

GRIMBLOT (P.)-LETTERS OF WILLIAM III. AND LOUIS
XIV. and of their Ministers. Illustrating the Domestic and Foreign Policy of England during
the period which followed the Revolution of 1688. Extracted from the Archives of France
and England, and from Family papers. Editedby P. GRIMBLOT. 2vols.8vo. [Inthepress.

GUICCIARDINI (F.) THE MAXIMS OF FRANCIS GUIC-
C1ARDINI. Translated by EMMA MARTIN. With Notes, and Parallel Passages from
the works of Machiavelli, Lord Bacon, Pascal, Rochefoucault, Montesquieu, Burke,
Talleyrand, M. Guizot, &c. ; and a Sketch of the Life of Guicciardini. Square fcp. 8vo. with
Portrait, 7s. boards; or bound in morocco by Hayday, 14s.

GUTCH.-A LYTELL GESTE OF ROBIN HODE :

With other Antient and Modern Ballads and Songs relative to this celebrated Yeoman. To
which is prefixed, his History and Character, grounded upon other Documents thau those
made use of by his former Biographer,

" Mister Ritson." Edited by J. M. GUTCH, F.A.S.
and adorned with Cuts by F. W. FAIRHOLT, F.A.S. 2 vols. 8vo. with numerous Wood
Engravings, 30s. cloth.

GWILT -AN ENCYCLOPEDIA OF ARCHITECTURE ;

Historical, Theoretical, and Practical. By JOSEPH GWILT, Esq. F.S.A. Illustrated with
upwards of 1000 Engravings on Wood, from Designs by J. S. GWILT. 8vo. 52s. 6d. cloth.
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HALL.-NEW GENERAL LARGE LIBRARY ATLAS OF
FIFTY-THREE MAPS, on Colombier Paper; with the Divisions and Boundaries carefully
coloured. Constructed entirely from New Drawings, and engraved by SIDNEY HALL. New
Edition, thoroughly revised and corrected ; including all the Alterations rendered necessary
by the recent Official Surveys, the New Roads on the Continent, and a careful Comparison
with the authenticated Discoveries published in the latest Voyages and Travels. Folded in

half, Nine Guineas, half-bound in russia
; full size of the Maps, Ten Pounds, half-bd. russia.

HALSTED.-LIFE AND TIMES OF RICHARD THE THIRD,
as Duke of Gloucester and King of England : in which all the Charges against him are care-

fully investigated and compared with the Statements of the Cotemporary Authorities. By
CAROLINE A. HALSTED, Author of "The Life of Margaret Beaufort." 2 vols. 8vo. with an
Original Portrait and other Illustrations, aei. 10s. cloth.

HAND-BOOK OF TASTE (THE);
Or, How to Observe Works of Art, especially Cartoons, Pictures, and Statues. By FABIUS
PICTOR. New Edition. Fcp. 8vo. 3s. boards.

HANSARD.-TROUT AND SALMON FISHING IN WALES.
By G. A. HANSARD. 12mo. 6s. 6d. cloth.

HARRIS THE HIGHLANDS OF ^ETHIOPIA;
Being the Account ofEighteen Months' Residence of a British Embassy to the Christian Court
of Shoa. By Major Sir W. C. HARRIS, Author of "Wild Sports in Southern Africa," &c.
2d Edition. 3 vols. 8vo. with Map and Illustrations, s2. 2s. cloth.

HAWBUCK GRANGE;
Or, the Sporting Adventures of Thomas Scott, Esq. By the Author of "

Hundley Cross
; or,

the Spa Hunt." 8vo. with Eight Illustrations by Phiz. [In October.

HAWES.-TALES OF THE NORTH AMERICAN INDIANS,
And Adventures of the Early Settlers in America ;

from the landing of the Pilgrim Fathers,
in 1620, to the Time of the Declaration of Independence. By BARBARA HAWES. Fcp. 8vo.
with Frontispiece, 6s. cloth.

HAWKER-INSTRUCTIONS TO YOUNG SPORTSMEN
In all that relates to Guns and Shooting. By Lieut.-Col. P. HAWKER. 9th Edit, corrected,

enlarged, and improved, with Eighty-five Plates and Woodcuts by Adlard and Branston, from
Drawings by C. Varley, Dickes, &c. 8vo. \. Is. cloth.

HAYDON.-THE AUTOBIOGRAPHY AND JOURNALS OF
the late B. R. HAYDON, Historical Painter. Arranged, edited, and continued by Mrs.
HAYDON. [/ thepreti.

HAYDON.-LECTURES ON PAINTING AND DESIGN :

Delivered at the London Institution, the Royal Institution, Albemarle Street, to the University
of Oxford, &c. By B. R. HAYDON, Historical Painter. With Portraits of the Author and of
Sir David Wilkie, andother Illustrations, from Designs drawn on Wood by the Author. 2 vols.

8vo. 24s. cloth.

HENSLOW.-THE PRINCIPLES OF DESCRIPTIVE AND
PHYSIOLOGICAL BOTANY. By J. S. HENSLOW, M.A. F.L.S. &c. Fcp. 8vo. with Vignette
Title, and nearly 70 Woodcuts, 6s. cloth.

HERSCHEL.-A TREATISE (W ASTRONOMY.
By Sir JOHN HERSCHEL. New Edition. Fcp. 8vo. with Vignette Title, 6s. cloth.

HERSCHEL.-A PRELIMINARY DISCOURSE ON THE
STUDY OF NATURAL PHILOSOPHY. By Sir JOHN HERSCHEL. New Edition. Fcp.Svo.
with vignette title, 6s. cloth.

HINTS ON ETIQUETTE AND THE USAGES OF SOCIETY:
With a Glance at Bad Habits. By kyeoyAs.

" Manners make the man." 28th Edition,
revised (with additions) by a Lady of Rank. Fcp. 8vo. 2s. 6d. cloth, gilt edges.

General Observations ; Introductions Letters of Introduction Marriage Dinners Smoking;
Snuff Fashion Dress Music Dancing Conversation Advice to Tradespeople Visiting ;

Visiting Cards Cards Tattling Of General Society.

HISTORICAL CHARADES.
By the Author of " Letters from Madras." Fcp. 8vo. 5s. cloth.

HISTORICAL PICTURES OF THE MIDDLE AGES,
In Black and White. Made on the spot, from Records in the Archives of Switzerland. By a
WANDERING ARTIST. 2 vols. post 8vo. 18s. cloth.
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HOARE.-A DESCRIPTIVE ACCOUNT OF A NEW METHOD
of PLANTING and MANAGING the ROOTS of GRAPE VINES. By CLEMENT HOAR p.,

Author of " A Treatise on the Cultivation of the Grape Vine on Open Walls." 12mo. 5s. cloth.

HOARE.-A PRACTICAL TREATISE ON THE CULTIVATION
OF THE GRAPE VINE ON OPEN WALLS. By CLEMENT HOARK. 3d Edition. 8vo.
7s. 6d. cloth.

HOBBES.-ENGLISH WORKS OF THOMAS HOBBES,
Of Malmesbury; now first collected by Sir WILLIAM MOLESWORTH, Bart. 16 vols. 8vo.

8s. cloth.

**
Separately : the English Works, in 11 vols. 5. 10s. ; the Latin Works, in 5 vols. ^2. 10s.

HOLLAND.-A TREATISE ON THE MANUFACTURES IN
METAL. By J. HOLLAND, Esq. 3 vols. fcp. Vignette Titles, about 300 Woodcuts, 18s. cloth.

HOLLAND.-MEDICAL NOTES AND REFLECTIONS.
By HENRY HOLLAND, M.D. F.R.S. &c. Fellow of the Royal College of Physicians, Physician
Extraordinary to the Queen, and Physician in Ordinary to His Royal Highness Prince Albert.
2d Edition. 8vo. 18s. cloth.

HOOK (DR. W. F.)-THE LAST DAYS OF OUR LORD'S
MINISTRY : a Course of Lectures on the principal Events of Passion Week. By WALTER
FARQUHAR HOOK, D D. Vicar of Leeds, Prebendary of Lincoln, and Chaplain in Ordinary to

the Queen. 4th Edition. Fcp. Svo. 6s. cloth.

HOOKER.-KEW GARDENS;
Or, a Popular Guide to the Royal Botanic Gardens of Kew. By Sir WILLIAM JACKSON
HOOKER, K.H. D.C.L. F.R.A. &L.S. &c. &c. Director. New Edition. I6mo. with numerous
Wood Engravings, is. sewed.

HOOKER.-THE BRITISH FLORA,
In Two Vols. Vol.1; comprising Phaenogamous or Flowering Plants, and the Ferns. By Sir
WILLIAM JACKSON HOOKER, K.H. LL.D. F.R.A. and L.S. &c. &c &c. Fifth Edition, with
Additions and Corrections ;

and 173 Figures illustrative of the Umbelliferous Plants, the

Composite Plants, the Grasses, and the Ferns. Svo. with 12 Plates, 14s. plain; with the

plates coloured, 24s. cloth.

Vol. 2, in Two Parts, comprising the Cryptogamia and Fungi, completing the British Flora, and
forming Vol. 5, Parts 1 and 2, of Smith's English Flora, 24s. boards.

HORNE (THE REV. T. HJ-AN INTRODUCTION TO THE
CRITICAL STUDY and KNOWLEDGE of the HOLY SCRIPTURES. By THOMAS
HARTWELL HORNE, B.D. of St. John's College, Cambridge; Rector of the united Parishes
of St. Edmund the King and Martyr, and St. Nicholas Aeons, Lombard Street ; Prebendary
of St. Paul's. A New Edition, revised and corrected. 5 vols. Svo. with numerous Maps and
Facsimilies of Biblical Manuscripts, 63s. cloth; or 5, bound in calf half-extra, by Hayday.

HORNE (THE REV. T. H.)-A COMPENDIOUS INTRODUC-
TION to the STUDY of the BIBLE. By THOMAS HARTWELL HORNE, B.D. of St. John's

College, Cambridge. Being an Analysis of his " Introduction to the Critical Study and
Knowledge of the Holy Scriptures." New Edition, corrected and enlarged. 12mo. with Maps
and other Engravings, 9s. boards.

HORSLEY (BISHOP).-BIBLICAL CRITICISM
On the first Fourteen Historical Books of the Old Testament ; and on the first Nine Prophetical
Books. By SAMUEL HORSLEY, LL.D. F.R.S. F.S.A. Lord Bishop of St. Asaph. 2d Edition,
containing Translations by the Author never before published, together with copious Indices.
2 vols. Svo. \. 10s. cloth. By the same Author,

THE BOOK of PSALMS; translated from the Hebrew : with Notes, explanatory and critical
Fourth Edition. Svo. 12s. cloth.

HOWITT (MARY).-BALLADS AND OTHER POEMS. BY
Mary Howitt. Square crown Svo. with a Portrait, from a picture by Miss Gillies, beautifully
engraved by W. H. Egleton, 18s. cloth ; morocco, 36s. (bound by HaydayJ

HOWITT.-THE CHILD'S YEAR-BOOK.
By MARY HOWITT. With Four Illustrations, engraved by John Absolon, from Original
Designs. [In the Autumn.

HOWITT.-THE BOY'S COUNTRY BOOK:
Being the real Life of a Country Boy, written by himself; exhibiting all the Amusements,
Pleasures, and Pursuits of Children in the Country. Edited by WILLIAM HOWITT, Author
of "The Rural Life of England," &c. New Edit. Fcp. Svo. with 40 Woodcuts. [Just ready.
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HOWITT.-THE RURAL LIFE OF ENGLAND.
By WILLIAM HOWITT. 3d Edition, corrected and revised. Medium 8vo. with Engravings
on wood, by Bewick and Williams, uniform with " Visits to Remarkable Places," 21s. cloth.

HOWITT.-VISITS TO REMARKABLE PLACES;
Old Halls, Battle-Fie Ids, and Scenes illustrative of Striking Passages in English History and
Poetry. By WILLIAM HOWITT. New Edition. Medium 8vo. with 40 Illustrations by
S. Williams, 21s. cloth.

SECOND SERIES, chiefly in the Counties of DURHAM and NORTHUMBERLAND, with a
Stroll along the BORDER. Medium Svo. with upwards of 40 highly-finished Woodcuts,
from Drawings made on the spot for this work, by Messrs. Carmichael, Richardsons, and
Weld Taylor, 21s. cloth.

HOWITT.-THE RURAL AND SOCIAL LIFE OF GERMANY :

With Characteristic Sketches of its Chief Cities and Scenery. Collected in a General Tour,
and during a Residence in that Country in the Years 1840-42. By WILLIAM HOWITT,
Author of " The Rural Life of England," &c. Med. 8vo. with above 50 Illustrations, 21s. cloth.

HOWITT.-THE STUDENT-LIFE OF GERMANY.
From the Unpublished MSS. of Dr. Cornelius. By WILLIAM HOWITT. 8vo. with 24 Wood-
Engravings, and Seven Steel Plates, 21s. cloth.

HOWITT.-COLONISATION AND CHRISTIANITY:
A Popular History of the Treatment of the Natives, in all their Colonies, by the Europeans.
By WILLIAM HOWITT. Post 8vo. 10s. 6d. cloth.

HUDSON.-PLAIN DIRECTIONS FOR MAKING WILLS
In Conformity with the Law, and particularly with reference to the Act 7 Will. 4 and 1 Viet,
c. 26. To which is added, a. clear Exposition of the Law relating to the distribution of Per-
sonal Estate in the case of Intestacy ;

with two Forms of Wills, and much useful information,
&c. By J. C. HUDSON, Esq. New Edition, corrected. Fcp. 8vo. 2s. 6d.

HUDSON.-THE EXECUTOR'S GUIDE.
By J. C. HUDSON, Esq. of the Legacy Duty Office, London ; Author of " Plain Directions for

Making Wills," and "The Parent's Hand-book." New Edition. Fcp. 8vo. 5s. cloth.

** These two works may be had in one volume, 7s. cloth.

HUDSON.-THE PARENT'S HAND-BOOK;
Or, Guide to the Choice of Professions, Employments, and Situations ; containing useful and
practical Information on the subject of placing out Young Men, and of obtaining their Edu-
cation with a view to particular occupations. By J. C. HUDSON, Esq. Author of " Plain
Directions for Making Wills." Fcp. 8vo. 5s. cloth.

HUMBOLDT (BARON).-BARON HUMBOLDT'S COSMOS:
A Sketch of a Physical Description of'the Universe. Translated, with the Author's Sanction
and Co-operation, under the superintendence of Lieutenant-Colonel EDWARD SABINE, R.A.
For. Sec. R.S. Vol.1. New Edition. Post 8vo. 12s. cloth. [Vol. II. it in the press.
" Je vous autorise, Monsieur, de vous servir en toute occasion de la declaration, que la belle traduction du Colonel

Sabine enrichie de rectifications etde notes tres-precieuses, ct qui ont toute mon approbation, est la seule par laquelle
j'ai vivement desire, voir introduit moa ouvrage dans la Literature de votre pays."

BARON HUMBOLDT to Mr. Murray, Dec. 15. 1846.
" The present translation was undertaken in compliance with the author's wish, and is ably executed, reading like

an original work." SPECTATOR.

HUME.-THE LEARNED SOCIETIES AND PRINTING CL UBS
of the UNITED KINGDOM ; being an Account of their respective Origin, History, Objects,
and Constitution : full details respecting Membership, Fees, their published Works and Trans-

actions, Notices of their Periods and Places of Meeting, &c. With a general Introduction,
and a Classified Index. Compiled from Official Documents, by the Rev. A. HUME, LL.D.
F.S. A. Corresponding Member of the Society of Antiquaries, Scotland ; Member of the Philo-

logical Society, &c. Post 8vo. 8s. 6d. cloth.

HUNT RESEARCHES ON LIGHT :

An Examination of all the Phenomena connected with the Chemical and Molecular Changes
produced by the Influence of the Solar Rays; embracing all the known Photographic Pro-

cesses, and new Discoveries in the Art. By ROBERT HUNT, Keeper of Mining Records,
Museum of Economic Geology. 8vo. with Plate and Woodcuts, 10s. 6d. cloth.

JAENISCH & WALKER.-JAENISCH'S CHESS PRECEPTOR:
A New Analysis of the Openings of Games. By C. F. De JAENISCH, of St. Petersburg!).
Translated from the French, with copious Notes, by GEORGE WALKER, Author of "Chess
Studies," and various other Works on the Game of Chess. Svo. 15s. cloth.

JAMES.-LIVES OF MOST EMINENT FOREIGN STATESMEN.
By G. P. R. JAMES, Esq., and E. E. CROWE, Esq. 5 vols. fcp. 8vo. Vignette Titles, 30s. cloth.
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JAMES.-A HISTORY OF THE LIFE OF EDWARD THE
BLACK PRINCE, and of various Events connected therewith, which occurred during

1 the
lleign of Edward HI. King of England. By G. P. R. JAMES, Esq. 2d Edition. 2 vols. fcp.
8vo. Map, 15s. cloth.

JEBB. -A LITERAL TRANSLATION OF THE BOOK OF
PSALMS; intended to illustrate their Poetical and Moral Structure. To which are added,
Dissertations on the word "Selfth." and on the Authorship, Order, Titles, and Poetical

Features, of the Psalms. By the Rev. JOHN JEBB, A.M. Rector of Peterstow. 2 vols. 8vo.
2ls. cloth.

JEBB (BISHOP) AND KNOX (ALEXANDER). THIRTY
YEARS' CORRESPONDENCE between John Jebb, D.D. F.R.S. Bishop of Limerick, Ardfert,
Aghadoe, and Alexander Kuox, Esq. M.R.I.A. Edited by the Rev. CHARLES FORSTKR, B.D.
Rector of Stisted, formerly Domestic Chaplain to Bishop Jebb. 2d Edit. 2 vols. 8vo. 28s. cl.

JEFFREY. - CONTRIBUTIONS TO THE EDINBURGH
REVIEW. By FRANCIS JEFFREY, now One of the Judges of the Court of Session in Scotland.
New Edition. 3 vols. 8vo. 42s. cloth.

JOHNSON.-THE FARMER'S ENCYCLOPEDIA,
And Dictionary of Rural Affairs : embracing all the recent Discoveries in Agricultural Che-
mistry ; adapted to the comprehension of unscientific readers. By CUTHBERT VV. JOHNSON,
Esq. F.R.S. Barrister-at-Law; Editor of the " Farmer's Almanack," &c. 8vo. illustrated by
\Yood Engravings, jfe'2. 10s. cloth.

KATER AND LARDNER.-A TREATISE ON MECHANICS.
By Captain KATER and Dr. LARDNER. New Edition. Fcp. 8vo. with Vignette Title, and 19
Plates, comprising 224 distinct figures, 6s. cloth.

KEIGHTLEY.-OUTLINES OF HISTORY.
From the Earliest Period. By THOMAS KEIOHTLEY, Esq. New Edition, corrected and con-
siderably improved. Fcp. 8vo. 6s. cloth ; or 6s. 6d. bound.

KING (COL. J. A.) - TWENTY-FOUR YEARS IN THE
ARGENTINE REPUBLIC; embracing the Author's Personal Adventures, with the Civil
and Military History of the Country, and an Account of its Political Condition before and
during the Administration of Governor Rosas, his course of Policy, the Causes and Character
of his Interference with the Government of Monte Video, and the circumstances which led to
the Interposition of England and France. By Col. J. ANTHONY KING, an Officer in the

Army of the Republic. 8vo. 14s. cloth.

KIP.-THE CHRISTMAS HOLYDAYS IN ROME.
By the Rev. W. INORAHAM KIP, M.A. Edited by the Rev. W. SEWELL, B.D. Fellow and
Tutor of Exeter College, Oxford. Fcp. 8vo. 5s. cloth.

KIRBY&SPENCE.-AN INTRODUCTION TO ENTOMOLOGY;
Or, Elements of the Natural History of Insects : comprising an account of noxious and useful

Insects, of their Metamorphoses, Food, Stratagems, Habitations, Societies, Motions, Noises,
Hybernation, Instinct, &c. By W. KIRBY, M.A. F.R.S. & L.S. Rector of Barbara; and W.
Si'ENCE, Esq. F.R.S. & L.S. 6th Edit, corrected and muchenlarged. 2 vols. 8vo. 31s. 6d. cloth.

KNOX (ALEXANDER).-REMAINS OF ALEXANDER KNOX,
Esq. of Dublin, M.R.I.A , containing Essays, chiefly explanatory of Christian Doctrine, and
Confidential Letters, with Private Papers, illustrative of the Writer's Character, Sentiments,
and Life. 3d Edition, 4 vols. tvo. -1. 8s. cloth.

LAING.-NOTES ON THE SCHISM FROM THE CHURCH OF
ROME, called the GERMAN-CATHOLIC CHURCH, instituted by J. Ronge and I. Czerski,
in October 1844, on occasion of the Pilgrimage to the Holy Coat at Treves. . By S. LAINO,
Esq. Author of ' Notes of a Traveller," &c. 2d Edition. Fcp. 8vo. 5s. cloth.

LAING.-THE CHRONICLE OF THE KINGS OF NORWAY,
From the Earliest Period of the History of the Northern Sea Kings to the Middle of the Twelfth

Century, commonly called 'the Heimskringla. Translated from the Icelandic of Snorro
Sturleson, with Notes, and a Preliminary Discourse, by SAMUEL LAINO, Author of " Notes
of a Traveller," &c. 3 vols. 8vo. 36s. cloth.

LAING.-A TOUR IN SWEDEN,
In 1838

; comprising observations on the Moral, Political, and Economical State of the Swedish
Nation. By SAMUEL LAING, Esq. 8vo. 12s. cloth.

LANE (R. JJ-LIFE AT THE WATER-CURE;
Or, a Month at Malvern. A Diary of Facts and Fancies. To which is added, The Sequel.
By RICHARD J. LANE, A.R.A. Lithographer to Her Majesty and H.R.H. Prince Albert.
Post 8vo. with numerous Illustrations, 14s. cloth.
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LANETON PARSONAGE :

A Tale for Children, on the Practical Use of a portion of the Church Catechism. By the
Author of " Amy Herbert," and " Gertrude." Edited by tiie llev. W. SEWKLL, B.D. Fellow
of Exeter College, Oxford. New Edition. Fcp. 8vo. 5s. cloth.

LANG. COOKSLAND IN NORTH-EASTERN AUSTRALIA;
Or, the Future Cotton Field of Great Britain : its Characteristics and Capabilities for European
Colonization, with a Disquisition on the Origin, Manners, and Customs of the Aborigines.
By J. D. LANG, D.D. 12mo. with 7 Plates and Map, 7s. 6d. cloth.

LANG.-PHILLIPSLAND ;

Or, the Country hitherto designated Port Phillip : its Present Condition and Prospects as a
highly eligible Field for Emigration. By JOHN DUNMORE LANG, D.D. A.M.

; Member of
the Legislative Council of New South Wales. 12mo. with 4 Plates and 2 Maps, 7s. 6d. cloth.

LAPLACE (THE MARQUIS DE).-THE SYSTEM OF THE
WORLD. By M. LE MARQUIS DE LAPLACE. Translated from the French, and elucidated
with Explanatory Notes. By the Rev. HENRY H. HARTE, F.T.C.D. M.R.I.A. 2 vols. 8vo.
24s. boards.

LARDNER'S CABINET CYCLOPEDIA;
Comprising a Series of Original Works on History, Biography, Literature, the Sciences, Arts,
and Manufactures. Conducted and edited by Dr. LARDNER.

The Series, complete, in One Hundred and Thirty-three Volumes, rf39. 18s. The works,
separately, 6s. per volume.

LARDNER AND WALKER.-A TREATISE ON ELECTRICITY,
MAGNETISM, and METEOROLOGY. By D. LARDNER, LLD. F.R.S., and C. V. WALKER,
Secretary of the Electrical Society. 2 vols. fcp. 8vo. with Vignette Titles, 12s. cloth.

LARDNER A TREATISE ON HEAT.
By D. LARDNER, LL.D., &c. Fcp. 8vo. with Woodcuts and Vignette Title, 6s. cloth.

LARDNER.-A TREATISE ON HYDROSTATICS AND PNEU-
MATICS. By Dr. LARDNER. New Edition. Fcp. 8vo. with Vignette Title, 6s. cloth.

LARDNER. A TREATISE ON ARITHMETIC.
By D. LARDNER, LL.D. F.R.S. Fcp. 8vo. with Vignette Title, 6s. cloth.

LARDNER.-A TREATISE ON GEOMETRY,
And its Application to the Arts. By Dr. LARDNER. Fcp. 8vo. Vignette Title, and upwards
of 200 figures, 6s. cloth.

L. E. L.-TIIE POETICAL WORKS OF LETITIA ELIZABETH
LANDON. New Edition, 4 vols. fcp. 8vo. with Illustrations by Howard, &c. 28s. cloth
lettered ;

or handsomely oound in morocco, with gilt edges, 1. 4s.

The following Works separately :

The IMPROVISATRICE. Fcp. 10s.6d. cloth. The GOLDEN VIOLET. Fcp. 8vo. 10s. 6d. cloth.

TheVENETIAN BRACELET. 10s.6d. cloth. The TROUBADOUR. Fcp. 8vo. 10s. 6d. cloth.

LEE-TAXIDERMY;
Or, the Art of Collecting, Preparing, and Mounting Objects of Natural History. For the
use of Museums and Travellers. By Mrs. R. LEE (formerly Mrs. T. E. Bowdieh), Author of
" Memoirs of Cuvier," &c. 6th Edition, improved, with an account of a Visit to Walton
Hall, and Mr. Watercon's Method of Preserving Animals. Fcp. Svo. with Woodcuts, 7s. cloth.

LEE-ELEMENTS OF NATURAL HISTORY,

Cuvier," &c. 12mo. with Fifty-five Woodcuts, 7s. 6d. bound.

LEMPRIERE A CLASSICAL DICTIONARY;
Containing a copious Account of all the proper Names mentioned in Ancient Authors

;
with

the Value of Coins, Weights, and Measures, used amongst the Greeks and Romans; and a

Chronological Table. By T. LEMPRIEKE, D.D. 20th Edition, corrected. Svo. 9s. cloth.

LESLIE (C. R.) MEMOIRS OF THE LIFE OF JOHN CON-
STABLE, Esq. R.A. Composed chiefly of his Letters. By C. R. LESLIE, R.A. Second
Edition., with further Extracts from his Correspondence. Small 4to. with two Portraits (one
from a new Sketch by Mr. Leslie), and a Plate of "

Spring," engraved by Lucas. 21s. cloth.

LETTERS TO MY UNKNOWN FRIENDS.
By A LADY, Author of " Twelve Years Ago." Fcp. Svo. 6s. 6d. cloth.

" The author it no commonplace retailer of cut and dried maxims, but a woman of strong u
taste, who has read much and thought more. She would have religion to be the beginning
actions ; but she is not puritanical in her pious feal." SPECTAT
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LINDLEY.-INTRODUCTION TO BOTANY.
By Prof. J. LINDLEY, Ph.D. F.R.S. L.S. &c. 3d Edition with Corrections and considerable
Additions. 8vo. with Six Plates and numerous Woodcuts, 18s. cloth.

LINDLEY.-FLORA MEDICA:
A Botanical Account of all the most important Plants used in Medicine, in different Parts of
the World. By JOHN LINDLEY, Ph.D., F.R.S., &c. 8vo. 18s. cloth.

LINDLEY.-A SYNOPSIS OF THE BRITISH FLORA,
Arranged according to the Natural Orders. By Professor JOHN LINDLEY, Ph.D., F.R.S., &c.
3d Edition, with numerous additions, corrections, and improvements, 12mo. 10s. 6d. cloth.

LINDLEY.-THE THEORY OF HORTICULTURE;
Or, an Attempt to explain the Principal Operations of Gardening upon Physiological Prin-

ciples. By JOHN LINDLEY, Ph.D., F.R.S. 8vo. with illustrations on Wood, 12s. cloth.

LINDLEY.-GUIDE TO ORCHARD AND KITCHEN GARDEN;
Or, an Account of the most valuable Fruits and Vegetables cultivated in Great Britain : with
Kalendars of the Work required in the Orchard and Kitchen Garden during every month in the

year. By G. LINDLEY, C.M.H.S. Edited by Prof. LINDLEY. 8vo. 16s. bds.

LINWOOD (W.)-ANTHOLOGIA OXONIENSIS,
Sive Florilegium e lusibus poeticis diversorutn Oxoniensium Graecis et Latinis decerptum.
Curante GULIELMO LINWOOD, M.A. ^Edis Christi Alummo. 8vo. 14s. cloth.

LOUDON(MRS.)-THEAMATEURGARDENER'SCALENDAR:
Being a Monthly Guide as to what should be avoided, as well as what should be done, in a
Garden in each Month : with plain Rules how to do what is requisite; Directions for Laying
Out and Planting Kitchen and Flower Gardens, Pleasure Grounds, and Shrubberies

; and a
Short Account, in each Month, of the Quadrupeds, Birds, and Insects then most injurious to
fiarHpns Rv Mrs T.mTnnN: Ifimn.with numerous Wood Knfrrflvinirs 7s fill clnth
.-non Account, in men iviuiiiii, ui uro v^uauiupeus, ntrua, anu uwscu men mosc inju
Gardens. By Mrs. LOUDON. I6mo. with numerous Wood Engravings, 7s. 6d. cloth.

LOUDON -SELF-INSTRUCTION FOR YOUNG GARDENERS,
Foresters, Bailiffs, Land Stewards, and Farmers ;

in Arithmetic, Book-keeping, Geometry,
Mensuration, Practical Trigonometry, Mechanics, Land-Surveying, Levelling-, Planning and
Mapping, Architectural Drawing, and Isometrical Projection and Perspective ;

with Examples
shewing their applications to Horticulture and Agricultural Purposes. By the late J. C.
LOUDON, F.L.S. U.S. &c. With a Portrait of Mr. Loudon, and a Memoir by Mrs. Loudon.
8vo. with Wood Engravings, 7s. 6d. cloth.

LOUDON.-AN ENCYCLOPEDIA OF GARDENING:
Presenting, in one systematic view, the History and Present State of Gardening in all Coun-
tries, and its Theory and Practice in Great Britain: with the Management of the Kitchen
Garden, the Flower Garden, Laying-out Grounds, &c. By J. C. LOUDON, F.L.S. &c. A New
Edition, enlarged and improved. 8vo. with nearly 1,000 Engravings on Wood, 50s. cloth.

LOUDON.-AN ENCYCLOPEDIA OF TREES AND SHRUBS :

being the " Arboretum et Fruticetum Britannicum" abridged : containing the Hardy Trees
and Shrubs of Great Britain, Native and Foreign. Scientifically and Popularly Described ;

with their Propagation, Culture, and Uses in the Arts ; and with Engravings of nearly all

the Species. Adapted for the use of Nurserymen, Gardeners, and Foresters. By J. C.
LOUDON, F.L.S. &c. 8vo. with 2,000 Engravings on Wood, ^2. 10s. cloth.

A New Edition of the Original Work, in 8 vols. 8vo. with above 400 Octavo Plates of Trees,
and upwards of 2,500 Woodcuts, ^10, cloth.

LOUDON.-AN ENCYCLOPEDIA OF AGRICULTURE:
Comprising the Theory and Practice of the Valuation, Transfer, Laying-out, Improvement,
and Management of Landed Property, and of the Cultivation and Economy of the Animal and
Vegetable productions ofAgriculture : including all the latest Improvements, a general History
of Agriculture in all Countries, a Statistical View of its present State, with Suggestions for
its future progress in the British Isles

;
and Supplement, bringing down the work to the year

1844. By J. C. LOUDON, F.L.G.Z. and H.S. &c. 5th Edition. 8vo. with upwards of 1,100
Engravings on Wood, 1. 10s. cloth. The SUPPLEMENT separately, 5s. sewed.

LOUDON.-AN ENCYCLOPEDIA OF PLANTS :

Including all the Plants which are now found in, or have been introduced into, Great Britain ;

giving their Natural History, accompanied by such descriptions, engraved figures, and
elementary details, as may enable a beginner, who is a mere English reader, to discover the
name of every Plant which he may find in flower, and acquire all the information respecting
it which is useful and interesting. By J. C. LOUDOW, F.L.S. &c. The Specific Characters

by an Eminent Botanist; the Drawings by J. D. C. Sowerby, F.L.S. A New Edition with
Supplement, and a new General Index. 8vo. with nearly 10,000 Wood Engravings, ^f3. 13s. Gd.
cloth The Supplement, teparately, 8vo. 15s. cloth.

D
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LOUDON.-AN ENCYCLOPEDIA OF COTTAGE, FARM, AND
VILLA ARCHITECTURE and FURNITURE ; containing numerous Designs, from the Villa

to the Cottage and the Farm, including
1 Farm Houses, Farmeries, arid other Agricultural

Buildings ; Country Inns, Public Houses, and Parochial Schools
;
with the requisite Fitting-s-

up, Fixtures, and Furniture, and appropriate Offices, Gardens, and Garden Scenery : each

Design accompanied by Analytical and Critical Remarks. By J. C. LOUDON, F.L.S. &c.
New Edition, edited by Mrs. LOUDON. 8vo. with more than 2,000 Engravings on Wood,

3. 3s. cloth. The Supplement, separately, 8vo. 7s. 6d. sewed.

LOUDON.-HORTUS BRITANNICUS :

A Catalogue of all the Plants indigenous to or introduced into Britain. By J. C. LOUDON,
F.L.S. &c. 3d Edition, with a NEW SUPPLEMENT, prepared, under the direction of Mr.

LOUDON, by W. H. BAXTER, and revised by GEORGE DON, F.L.S. 8vo. 31s. 6d. cloth.

The SUPPLEMENT separately, 8vo. 2s. 6d. sewed.
The LATER SUPPLEMENT separately, 8s.

LOUDON.-HORTUS LIGNOSIS LONDINENSIS;
Or, a Catalogue of all the Ligneous Plants cultivated in the neighbourhood of London. To
which are added, their usual prices in Nurseries. By J. C. LOUDON, F.L.S. &c. 8vo. 7s. 6d. cl.

LOUDON. -THE SUBURBAN GARDENER AND VILLA
COMPANION ; comprising the Choice of a Villa or Suburban Residence, or of a situation on
which to form one ;

the Arrangement and Furnishing of the House; and the Laying-out,
Planting, and general Management of the Garden and Grounds; the whole adapted forgrounds
from one perch to fifty acres and upwards in extent ; intended for the instruction of those
who know little of Gardening or Rural Affairs, and more particularly for the use of Ladies.

By J. C. LOUDON, F.L.S. &c. 8vo. with above 300 Wood Engravings, 20s. cloth.

LOW. -ON THE DOMESTICATED ANIMALS OF GREAT
BRITAIN ; comprehending the Natural and Economical History of the Species and Breeds ;

Illustrations of the Properties of External Form ; and Observations on the Principles and
Practice of Breeding. By DAVID Low, Esq. F.R.S.E. Professor of Agriculture in the Uni-

versity of Edinburgh, &c.
;
Author of "Elements of Practical Agriculture," &c. 8vo. with

Engravings on Wood, 25s. cloth.

LOW.-THE BREEDS OF THE DOMESTICATED ANIMALS
Of Great Britain Described. By DAVID Low, Esq. F.R.S.E. Professor of Agriculture in the

University of Edinburgh, &c. The Plates from Drawings by W. Nicholson, R.S.A. reduced
from a Series of Oil Paintings, executed for the Agricultural Museum ofthe University of Edin-

burgh, by W. Shiels, R.S.A. 2 vols. atlas quarto, with 56 plates of animals, beautifully col'd
after Nature, j\6. 16s. half-bound in morocco. Or in four separate portions, as follows :

The OX. Atlas quarto, with 22 plates, 6. 16s. 6d. half-bound in morocco.
The SHEEP. Atlas quarto, with 21 plates, .'6. 16s. 6d. half-bound in morocco.
The HORSE. Atlas quarto, with 8 plates, ad 3, half-bound in morocco.
The HOG. Atlas quarto, with 5 plates, 1. 2s. half-bound in morocco.

LOW-ELEMENTS OF PRACTICAL AGRICULTURE;
Comprehending the Cultivation of Plants, the Husbandry of the Domestic Animals, and the

Economy of the Farm. By D. Low, Esq. F.R.S.E., Prof, of Agriculture in University of Edin-

burgh. 5th Edition, with Alterations and Additions, and an entirely new set of above 200
Woodcuts. 8vo. 21s. cloth.

LOW (PROFESSOR).-ON LANDED PROPERTY
And the ECONOMY of ESTATES ; comprehending the Relation of Landlord and Tenant,
and the Principles and Forms of Leases

; Farm-Buildings, Enclosures, Drains, Embank-
ments, and other Rural Works; Minerals; and Woods. By DAVID Low, Esq. F.R.S.E.
Professor of Agriculture in the University of Edinburgh, &c.

; Author of " Elements of
Practical Agriculture," &c. 8vo. with numerous Wood Engravings, 21s. cloth.

MACAULAY.-CRITICAL AND HISTORICAL ESSAYS CON-
TRIBUTED to The EDINBURGH REVIEW. By the Right Hon. THOMAS BABINOTON
MACAULAY. 4th Edition. 3 vols. 8vo. 36s. cloth.

MACAULAY.-LAYS OF ANCIENT ROME.
By the Right Hon. THOMAS BABINGTON MACAULAY. 9th Edition. Crown 8vo. 10s. 6d. cloth.

MACAULAY.-MR. MACAULAY'S LAYS OF ANCIENT ROME.
A New Edition. With numerous Illustrations, Original and from the Antique, drawn on
Wood by George Scharf, Jun. and engraved by Samuel Williams. Fcp. 4to. 21s. boards;
morocco, 42s. (bound by Hayday.)

MACKAY (CHARLES)-THE SCENERY AND POETRY OF
THE ENGLISH LAKES ; a Summer Ramble. By CHARLES MACKAY, Esq. LL.1X Author
of "

Legends of the Isles," "The Salamandrine," "The Thames and its Tributaries," &c.
8vo. with beautiful Wood Engravings from Original Sketches, 14s. cloth.
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MACKINTOSH (SIR JAMES). SIR JAMES MACKINTOSH'S
.MISCELLANEOUS WORKS; including his Contributions to The Edinburgh Review.
Edited by ROBERT JAMES MACKINTOSH, Esq. 3 vols. 8vo. 42s. cloth.

MACKINTOSH, fec.-THE HISTORY OF ENGLAND.
By Sir JAMES MACKINTOSH; W. WALLACE, Esq.; and ROBERT BELL, Esq. 10 vols. fcp.
8vo. with Vignette Titles, 3. cloth.

MACKINTOSH (SIR JAMES).-THE LIFE OF SIR THOMAS
MORE. By the Right Hon. Sir JAMES MACKINTOSH. Reprinted from the Cabinet Cyclo-
paedia ;

and intended as a Present Book or School Prize. Fcp. 8vo. with Portrait, 5s. cloth ;

or bound in vellum gilt (old style), 8s.

M'CULLOCH. A DICTIONARY, GEOGRAPHICAL, STATIS-
TICAL, AND HISTORICAL, of the various Countries, Places, and Principal Natural Objects
in the WORLD. By J. R. M'CULLOCH, Esq. A New Edition. 2 vols. 8vo. with Six large
Maps, ^4. cloth.

*** The new Articles have been printed separately, as a Supplement to the former Edition.

They comprise a full Account of the Present State of the United Kingdom, the Oregon Terri-

tory, &c. 8vo. 5s. sewed.

M'CULLOCH.-A DICTIONARY, PRACTICAL, THEORETI-
CAL, AND HISTORICAL, OF COMMERCE AND COMMERCIAL NAVIGATION. Illus-
trated with Maps and Plans. By J. R.M'CULLOCH, Esq. An entirely New Edition, corrected

enlarged, and improved ; with a Supplement. 8vo. 50s. cloth
;
or 55s. half- bound russia.

The SUPPLEMENT to the Editions published in 1844 and 1846, maybe had separately,
price 4s. 6d. sewed.

M'CULLOCH (J. RJ-AN ACCOUNT, DESCRIPTIVE AND
STATISTICAL, of the BRITISH EMPIRE; exhibiting its Extent, Physical Capacities, Popu-
lation, Industry, and Civil and Religious Institutions. By J. R. M'CULLOCH, Esq. 3d Edit,

corrected, enlarged, and greatly improved. 2 thick vols. 8vo. 1. 2s. cloth.

M'CULLOCH.-THE LITERATURE OF POLITICAL ECO-
NOMY ; being a Classified Catalogue of the principal Works in the different departments of
Political Economy, with Historical, Critical, and Biographical Notices. By J. R. M'CULLOCH,
Esq. 8vo. 14s. cloth.

M'CULLOCH.-A TREATISE ON THE PRINCIPLES AND
PRACTICAL INFLUENCE of TAXATION and the FUNDING SYSTEM. By J. R.
M'CULLOCH, Esq. 8vo. 15s. cloth.

MAITLAND (DR. CHARLES). -THE CHURCH IN THE
CATACOMBS : a Description of the Primitive Church of Rome. Illustrated by its Sepulchral
Remains. By CHARLES MAITLAND, M.D. New Edition, corrected. 8vo. with numerous
Wood Engravings, 14s. cloth.

MARCET.-CONVERSATIONS ON CHEMISTRY;
In which the Elements of that Science are familiarly Explained and Illustrated by Experiments.
By Mrs. MARCKT. New Edition, enlarged and improved. 2 vols. fcp. 8vo. 14s. cloth.

MARCET.-CONVERSATIONS ON NATURAL PHILOSOPHY;
In which the Elements of that Science are familiarly explained. By Mrs. MARCET. New
Edition, enlarged and corrected. Fcp. 8vo. with 23 Plates, 10s. Cd. cloth.

MARCET.-CONVERSATIONS ON POLITICAL ECONOMY;
In which the Elements of that Science are familiarly explained. By Mrs. MARCET. New
Edition revised and enlarged. Fcp. 8vo. 7s. 6d. cloth.

MARCET.-CONVERSATIONS ON VEGETABLE PHYSIO-
LOGY; comprehending the Elements of Botany, with their application to Agriculture.
By Mrs. MARCET. New Edition. Fcp. 8vo. with 4 Plates, 9s. cloth.

MARCET.-CONVERSATIONS ON LAND AND WATER.
I'.y Mrs. MARCET. New Edition, revised and corrected. Fcp. 8vo. with coloured Map,
shewing the comparative altitude of Mountains, 5s. 6d. cloth.

MARGARET PERCIVAL.
By the Author of " Amy Herbert,"

"
Gertrude," and " Laneton Parsonage." Edited by the

Rev. W. SEWELL, B.D. Fellow and Tutor of Exeter College, Oxford. New Edition. 2 vols.

fcp. 8vo. 12s. cloth.



20 NEW WORKS AND NEW EDITIONS

MARRYAT.-BORNEO AND THE INDIAN ARCHIPELAGO.
By FRANCIS S. MARRYAT, late Midshipman of H.M.S. Samarang. Richly illustrated with
numerous Lithograghic Drawings and Engravings on Wood, from Original Sketches by Mr.
M A RRYAT. [In the press.

MARRYAT (CAPT.)-MASTERMAN READY;
Or, the Wreck of the Pacific. Written for Young People. By Captain F. MARRYAT, C.B.
Author of " Peter Simple," &c. 3 vols. fcp. 8vo. with Wood Engravings, 22s. 6d. cloth.

MARRYAT.-THE MISSION ;

Or, Scenes in Africa. Written for Young People. By Captain F. MARRYAT, C.B. Author of
"The Settlers in Canada," &c. 2 vols. fcp. 8vo. 12s. cloth.

MARRYAT.-THE PRIVATEER'S-MAN ONE HUNDRED
YEARS AGO. By Captain F. MARRYAT, C.B. Author of " Masterman Ready," &c. 2 vols.

fcp. 8vo. 12s. cloth.

MARRYAT.-THE SETTLERS IN CANADA.
Written for Young People. By Captain F. MARRYAT, C.B. Author of "The Privateers-man
One Hundred Years Ago," &c. New Edition. Fcp. 8vo. with 2 Illustrations, 7s. 6d. cloth.

MAUNDER THE TREASURY OP KNOWLEDGE,
And LIBRARY of REFERENCE: in Two Parts. New Edition, thoroughly revised and
enlarged. Fcp. 8vo. 10s. cloth ; bound in roan, 12s.

** The principal contents of the present new and thoroughly revised edition of " The
Treasury of Knowledge are a new and enlarged English Dictionary, with a Grammar, Verbal
Distinctions, and Exercises ; a new Universal Gazetteer

;
a compendious Classical Dictionary ;

an Analysis of History and Chronology ;
a Dictionary of Law Terms

;
a new Synopsis of the

British Peerage ;
and various useful Tabular Addenda.

MAUNDER.-THE SCIENTIFIC & LITERARY TREASURY;
A new and popular Encyclopaedia of Science and the Belles-Lettres ; including all Branches of
Science, and every Subject connected with Literature and Art. The whole written in a familiar

style, adapted to the comprehension of all persons desirous of acquiring information on the

subjects comprised in the work, and also adapted for a Manual of convenient Reference to the
more instructed. By SAMUEL MAUNDER. New Edition. Fcp. 8vo. 10s. cloth; bound in

roan, 12s.

MAUNDER.-THE BIOGRAPHICAL TREASURY;
Consisting of Memoirs, Sketches, and brief Notices of above 12,000 Eminent Persons of all Age.
and Nations, from the Earliest Period of History ; forming a new and complete Dictionary
of Universal Biography. By SAMUEL MAUNDER. New Edition, revised throughout, and
containing a copious Supplement, brought down to December, 1844. Fcp. 8vo. 10s. cloth ;

bound in roan, 12s.

MAUNDER.-THE TREASURY OF HISTORY;
Comprising a General Introductory Outline of Universal History, Ancient and Modern, and a

Series of separate Histories of every principal Nation that exists; their Rise, Progress, and
Present Condition, the Moral and Social Character of their respective inhabitants, their

Religion, Manners, and Customs, &c. By SAMUEL MAUNDER. New Edition. Fcp. 8vo. 10s.

cloth; bound in roan, 12s.

MAUNDER.-THE TREASURY OF NATURAL HISTORY;
Or, a Popular Dictionary of Animated Nature : in which the Zoological Characteristics that

distinguish the different Classes, Genera, and Species will be found, combined with a variety
of interesting Information illustrative of the Habits, Instincts, and General Economy of the
Animal Kingdom. By SAMUEL MAUNDER. Fcp. 8vo. uniform with Mr.. Maunder's other
Four Treasuries, and embellished with Eight Hundred accurate Engravings on Wood, de-

signed expressly for this work. [In the Autumn.
** Mr. Maunder has also in a state of considerable forwardness " The Treasury of Geo-

graphy," the particulars of which will be shortly announced.

MEMOIRS OF THE GEOLOGICAL SURVEY OF GREAT
BRITAIN, and of the Museum of Economic Geology in London. Published by order of the

Lords Commissioners of Her Majesty's Treasury. Royal 8vo. with Woodcuts and 9 larg
Plates (seven coloured), 21s. cloth.

MICHELET (J.) PRIESTS, WOMEN, AND FAMILIES.
By J. MICHELET. Translated from the French (Third Edition, which contains Michelet's

Preface, in reply to the attacks of the Jesuits), with the Author's approbation, by C. COCKS
B.L. New Editions. Post 8vo. 9s. cloth ; 16mo. Is. 4d. sewed.
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MICHELET (J.)-THE PEOPLE.
By M. MICHELET, Member of the Institute of France, &c. Translated, with the approbation
of the Author, by C. COCKS, B.L. New Edition. Post 8vo. 9s. cloth; 16mo. Is. 6d. sewed.
** Mr. Cocks's authorised translations of Michelet's "

Priests, Women, and Families," and
" The People," in one vol. 16mo. 3s. 6d. cloth.

MICHELET AND QUINET.-THE JESUITS, BY MM.
MICHKLKTand QUINET. Translated from the Seventh Edition, with the approbation of
the Authors, by C. COCKS, B.L., Author of "

Bordeaux, its Wines, and the Claret Country.
"

New Edition. 16mo. Is. 6d. sewed.
** Mr. Cocks's Authorised Translations of MM. Michelet and Quinet's " The Jesuits," and

M. Quinet's "Christianity," in one vol. 16mo. 4s. cloth.

MILES (WILLIAM).-THE HORSE'S FOOT, AND HOW TO
KEEP IT SOUND. By WILLIAM MILES, Esq. New Edition, with an Appendix on Shoeing
in general, and Hunters in particular. Imperial 8vo. with Illustrations, 9s. cloth. The Ap-
pendix separately, price 2s. 6d.

** Four Casts or Models of Shoes may be had, displaying the different kinds of Shoeing,
price 3s. each ; or 10s. 6d. the Set.

No. 1, Shod for General Purposes. I No. 3, Shod with Leather.

2, Shod for Hunting. 4, Foot prepared for Shoeing.

MILNER (REVV. J. & IJ-THE HISTORY OF THE CHURCH
of CHRIST. By the Rev. JOSEPH MILNER, A.M. With Additions and Coirections by the
late Rev. ISAAC MILNER, D.D. F.R.S. A New Edition, revised and corrected throughout,
by the Rev. T. GR\NTHAM, B.D. Rector of Bramber, and Chaplain to the Lord Bishop of
Kildare. 4 vols. 8vo. 1. 12s. cloth.

A Continuation of the above.

THE HISTORY of the CHURCH of CHRIST, from the Diet of Augsburg
1
, 1530, to the

Eighteenth Century; originally designed as a Continuation of Milner's "
History of the

Church of Christ." By the Rev. HENRY STEBBINO, D.D. 3 vols. 8vo. 36s. cloth.

MIRACLES OF OUR SAVIOUR.
Profusely Illuminated on every page with elaborate Borderings of original and appropriate
design, composed from the works of the Old Illuminators. Square fcp. 8vo. uniform in size

With " The Sermon on the Mount," and " Parables of Our Lord;" in a binding of novel

character, designed and modelled expressly for this work. [In the Autumn.

MOHAN LAL.-LIFE OF THE AMIR DOST MOHAMMED
KHAN, of CABUL : with his Political Proceedings towards the English, Russian, and
Persian Governments, including the Victory and Disasters of the British Army in Afghanistan.
By MOHAL LAL, Esq. Knight of ths Persian Order of the Lion and Sun; lately attached to
the Mission in Kabul. 2 vols. 8vo. with numerous Portraits, 30s. cloth.

MONTAUBAN.-A YEAR AND A DAY IN THE EAST;
Or, Wanderings over Land and Sea. By Mrs. ELIOT MONTAUBAN. Post 8vo. 7s. cloth.

MONTGOMERY'S (JAMES) POETICAL WORKS.
New and only Complete Edition. With some additional Poems, and Autobiographical
Prefaces. Collected and Edited by Mr. MONTGOMERY. 4 vols. fcp. 8vo. with Portrait, and
Seven other Plates, 20s. cloth

;
or bound in morocco, 36s.

MOORE'S POETICAL WORKS;
Containing the Author's recent Introduction and Notes. Complete in one volume, uniform
with Lord Byron's and Southey's Poems. 8vo. with a New Portrait, by George Richmond,
and a View of the Residence of the Poet, 21s. cloth ; or 42s. bound in morocco, oy Hayday.
**

Also, an Edition in 10 vols. fcp. 8vo. with Portrait, and 19 Plates, 1. 10s. cloth ;

bound in morocco, 4. 10s.

MOORE'S LALLA ROOKH : AN ORIENTAL ROMANCE.
New Edition. 8vo. illustrated with 13 Engravings finished in the highest style of the

Art, 21s. cloth ; morocco, 35s ; or, with India Proof Plates, 42s. cloth.

MOORE'S LALLA ROOKH : AN ORIENTAL ROMANCE.
New Edition. Fcp. 8vo. with Four Engravings, from Paintings by Westall, 10s. 6d. cloth ;

or, bound in morocco, 14s.

MOORE'S IRISH MELODIES.
Illustrated by D. MACLISE, R.A. Imp. 8vo. with 161 Designs engraved on Steel, ^3. 3s. bds. ;

or \. 14s. 6d. bound in morocco, by Hayday. Proof Impressions (only 200 copies printed,
of which a few remain), f>. 6s boards.
** India Proofs before Letters of the 161 Designs, on Quarter Colombier, in Portfolio (only

25 copies printed, of which a few remain). 31. 10s.

India Proofs before Letters of the 51 Large Designs, on Quarter Colombier, in Portfolio

(only 25 copies printed, of which a few remain), 18. 188.
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MOORE'S IRISH MELODIES.
New Edition. Fcp. 8vo. with Engraved Title and Vignette, 10s. cloth ; or, bound in

morocco, 13s. Cd.

MOORE. THE HISTORY OF IRELAND,
From the Earliest Kings of that Realm down to its Last Chief. By THOMAS MOORE, Esq.
4 vols. fcp. 8vo., with Vignette Titles, 24s. cloth.

MOORE. THE POWER OF THE SOUL OVER THE BODY,
Considered in relation to Health and Morals. By GEORGE MOORB, M.D. Member of the
Royal College of Physicians, London. &c. New Edition. Post 8vo. 7s. 6d. cloth.

MOORE. THE USE OF THE BODY IN RELATION TO THE
MINI). By GEORGE MOORE, M.D. Member of the Royal College of Physicians, London,
&c. New Edition. Post 8vo. 9s. cloth.

MORAL OF FLOWERS (THE).
3d Edition. Royal 8vo. with 24 beautifully-coloured Engravings, \. 10s. half-bound-

MOSELEY.-THE MECHANICAL PRINCIPLES OF ENGI-
NEERING AND ARCHITECTURE. By the Rev. H. MOSELEY, M.A. F.R.S., Professor of
Natural Philosophy and Astronomy in King's College, London ; and Author of " Illustrations
of Practical Mechanics," &c. 8vo. with Woodcuts and Diagrams, 24s. cloth.

MOSELEY.-ILLUSTRATIONS OF PRACTICAL MECHANICS.
By the Rev. H. MOSELEY, M.A., Professor of Natural Philosophy and Astronomy in King's
College, London

; being the First Volume of the Illustrations of Science by the Professors of
King's College. New Edition. Fcp. 8vo. with numerous Woodcuts, 8s. cloth.

MOSHEIM'S ECCLESIASTICAL HISTORY,
Ancient and Modern. Translated, with copious Notes, by JAMES MURDOCK, D.D. Edited,
with Additions, by HENUY SOAMES, M.A. Rector of Stapleford-Tawney, Essex. New Edition,
revised, and continued to the present time. 4 vols. 8vo. 48s. cloth.

MURRAY.-ENCYCLOP^DIA OF GEOGRAPHY ;

Comprising a complete Description of the Earth : exhibiting its Relation to the Heavenly
Bodies, its Physical Structure, the Natural History of each Country, and the Industry, Com-
merce, Political Institutions, and Civil and Social State of all Nations. By HUGH MURRAY,
F.R.S.E. : assisted by other Writers of eminence. New Edition. 8vo. with 82 Maps, and up-
wards of 1,000 other Woodcuts, 3, cloth.

MY YOUTHFUL COMPANIONS.
By the Author of " My School-boy Days." 18mo. with Frontispiece, 2s. 6d. cloth.

NECKER DE SAUSSURE.-PROGRESSIVE EDUCATION ;

Or, Considerations on the Course of Life. Translated and abridged from the French of
Madame NECKER DE SAUSSURE, by Miss HOLLAND. 3 vols. fcp. 8vo. 19s. 6d. cloth.

**
Separately, Vols. I. and II. 12s. ; Vol. III. 7s. 6d.

NEWELL (REV. R. H.)-THE ZOOLOGY OF THE ENGLISH
POETS, corrected by the Writings of Modern Naturalists. By the Rev. R. H. NEWELL,
Rector of Little Hormead. Fcp. 8vo. with Engravings on Wood, 5s. 6d. cloth.

NICOLAS.-THE CHRONOLOGY OF HISTORY.
Containing Tables, Calculations, and Statements indispensable for ascertaining the Dates of

Historical Events, and of Public and Private Documents, from the Earliest Period to the

Present Time. By Sir HARRIS NICOLAS, K.C.M.G. Second Edition. Fcp. 8vo. 6s. cloth.

OWEN. -LECTURES ON THE COMPARATIVE ANATOMY
and PHYSIOLOGY of the INVERTEBRATE ANIMALS, delivered at the Royal College
of Surgeons in 1843. By RICHARD OWEN, F.R.S. Hunterian Professor to the College. From
Notes taken by William White Cooper, M.R.C.S. and revised by Professor Owen. With

Glossary and Index. 8vo. with nearly 140 Illustrations on Wood, 14s. cloth.

OWEN.-LECTURES ON THE COMPARATIVE ANATOMY
and PHYSIOLOGY of the VERTEBRATE ANIMALS, delivered at the Royal College of

Surgeons in 1844 and 1846. By RJCHABD OWKN, F.R.S. Hunterian Professor to the College.
In 2 vols. Vol. I. 8vo. with numerous Woodcuts, 14s. cloth.
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PARABLES OF OUR LORD (ILLUMINATED).
PARABLES of OUR LORD, richly illuminated, with appropriate Borders, printed in

Colours and in Black and Gold ; with a Design from one of the early German Engravers.

Square fcp. 8vo. uniform in size with the " Serinon on the Mount," 21s. in a massive carved

binding in the style of the beginning of the Sixteenth Century ; or 30s. bound in morocco
in the Missal style, by Hayday.

PARKES. DOMESTIC DUTIES ;

Or, Instructions to Young Married Ladies on the Management of their Households, and the

Regulation of their Conduct in the various Relations and Duties of Married Life. By Mrs.
W. PARKES. 5th Edition. Fcp. 8vo. 9s. cloth.

PARNELL.-A TREATISE ON ROADS,
Wherein the Principles on whicli Roads should be made are explained and illustrated by the

Plans, Specifications, and Contracts, made use of by Thomas Telford, Esq. on the Holyhead
Road. By the Right Hon. SIR HENRY PARN ELL, Bart. 2d Edition, greatly enlarged. 8vo.
with 9 large Plates, 21s. cloth.

PATON (A. AJ-SERVIA, THE YOUNGEST MEMBER OF THE
EUROPEAN FAMILY ; or, a Residence in Belgrade, and Travels through the Highlands and
Woodlands of the Interior, during the years 1843 and 1844. By ANDREW ARCHIBALD PATO.V,
Esq. 1 ost 8vo. with Portrait and Plate, 12s. cloth.

PATON (A. AJ-THE MODERN SYRIANS ;

Or, Native Society in Damascus, Aleppo, and the Mountains of the Druses. Post 8vo.
10s. 6d. cloth.

PEARSON.-PRAYERS FOR FAMILIES :

Consisting of a short but comprehensive Form for the Morning and Evening of every Day in

the Week. Collected by the late EDWARD PEARSON, D.D. With a Biographical Memoir of
the Author. New Edition. 18mo. 2s. Gd. cloth.

PEARSON.-AN INTRODUCTION TO PRACTICAL ASTRO-
NOMY. By the Rev. W. PEARSON, LL.D. F.R.S., &c., Rector of South Killworth,
Leicestershire, and Treasurer to the Astronomical Society of London. 2 vols. 4to. with
Plates, jfe7. 7s. boards.

PEREIRA.-A TREATISE ON FOOD AND DIET :

With Observations on the Dietetical Regimen suited for Disordered States of the Digestive
Organs; and an Account of the Dietaries of some of the principal Metropolitan and other
Establishments for Paupers, Lunatics, Criminals, Children, the Sick, &c. By JON. PERKIRA,
M.D. F.R.S. & L.S. Author of " Elements of Materia Medica." 8vo. 16s. cloth.

PERICLES.
A Tale of Athens in the 83d Olympiad. By the Author of " A Brief Sketch of Greek
Philosophy." 2 vols. post 8vo. 18s." cloth.

PESCHEL (C. FJ-ELEMENTS OF PHYSICS.
By C. F. PESCHEL, Principal of the Royal Military College, Dresden. Translated from the
German, with Notes, by E. WEST. 3 vols. fcp. 8vo. with Diagrams and Woodcuts, 21s. cloth.

{Part

1. The Physics of Ponderable Bodies. Fcp. 8vo. 7s. 6d. cloth.

Part 2. Imponderable Bodies (Light, Heat, Magnetism, Electricity, and Electro-

Dynamics). 2 vols. fcp. 8vo. 13s. 6d. cloth.

PIIILLIPS.-FIGURES AND DESCRIPTIONS OF THE
PAL/EOZOIC FOSSILS of CORNWALL, DEVON, and WEST SOMERSET; observed in
the course of the Ordnance Geological Survey of that District. By Jon .\ l'n i LI.I rs, F.R.S.
F.G.S. &c. Published by Order of the Lords Commissioners of H.il. Treasury. 8vo. with
GO I'lates, comprising very numerous figures, 9s. cloth.

PHILLIPS.-A GUIDE TO GEOLOGY.
By JOHN PHILLIPS, F.R.S.G.S., &c. Fcp. 8vo. with Plates, Gs. cloth.

PIIILLIPS.-A TREATISE ON GEOLOGY.
By JOHN PHILLIPS, F.R.S.O.S., &c. 2 vols. fcp. 8vo. with Vignette Titles and Woodcuts,
12s. cloth.
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PITMAN (REV. J. R.)-A COURSE OF SERMONS
On some of the chief Subjects in the Book of Psalms

; containing Three or more for each Day
of the Month : abridged from Eminent Divines of the Established ( hurch. By the Rev. J. K.

PITMAN, A.M. Domestic Chaplain to Her Royal Highness the Duchess of Kent. 8vo. 14s. cl.

PLUNKETT . THE PAST AND FUTURE OF THE BRITISH
NAVY. By Captain the Hon. E. PLUNKETT, R.N. Second Edition, corrected and enlarged ;

with Notes, and new Information communicated by several Officers of Distinction. Post 8vo.
8s. 6d. cloth.

PLYMLEY (PETER).-LETTERS ON THE SUBJECT OF THE
CATHOLICS TO MY BROTHER ABRAHAM, WHO LIVES IN THE COUNTRY. By
PETER PLYMLEY. 21st Edition. Post 8vo. 7s. cloth.

POETS' PLEASAUNCE (THE) ;

Or, Garden of all Sorts of Pleasant Flowers, which our Pleasant Poets have in past time for
Pastime planted: with the right ordering of them. By EDEN WARWICK. Square crown
8vo. with numerous Illustrations engraved on Wood. [In October.

POISSON (S. D.)-A TREATISE ON MECHANICS.
By S. D. POISSON. 2d Edition. Translated from the French, and illustrated with Explanatory
Notes, by the Rev. HENRY H. HARTE, late Fellow of Trinity College, Dublin. 2 vols. 8vo.

\. 8s. cloth.

POPE (ALEXANDER).-THE WORKS OF ALEXANDER POPE.
Edited by THOMAS ROSCOE, Esq. With the Author's Life. A New Edition. 8 vols. 8vo.

\. 4s. cloth.

PORTER.- A TREATISE ON THE MANUFACTURE OF SILK.
By G. R. PORTER, Esq. F.R.S. Author of " The Progress of the Nation," &c. Fcp. 8vo. with
Vignette Title, and 39 Engravings on Wood, 6s. cloth.

PORTER.-A TREATISE ON THE MANUFACTURES OF
PORCELAIN AND GLASS. By G. R. PORTER, Esq. F.R.S. Fcp. 8vo. with Vignette Title
and 50 Woodcuts, 6s. cloth.

PORTLOCK.-REPORT ON THE GEOLOGY OF THE COUNTY
ofLONDONDERRY, and of Parts of Tyrone and Fermanagh, examined and described under
the Authority of the Master-General and Board of Ordnance. By J. E. POIITLOCK, F.R.S.
&c. 8vo. with 48 Plates, 24s. cloth.

POWELL. THE HISTORY OF NATURAL PHILOSOPHY,
From the Earliest Periods to the Present Time. By BADEN POWELL, M.A.,Savilian Professor
of Mathematics in the University of Oxford. Fcp. 8v_o. Vignette Title, 6s. cloth.

PYCROFT (REV. J.)-A COURSE OF ENGLISH READING,
adapted to every Taste ajid Capacity : with Anecdotes of Men of Letters. By the Rev.
JAMES PYCROFT, B.A. Editor of "

Virgil, with Marginal References"; Author" of " Latin
Grammar Practice," and " Greek Grammar Practice." Fcp. 8vo. 6s.'6d. cloth.

QUARTERLY JOURNAL OF THE GEOLOGICAL SOCIETY
of LONDON. Edited by DAVID THOMAS ANSTED, M. A. F.R.S. Fellow of Jesus College,
Cambridge; Professor of Geology in King's College, London ; Vice-Secretary of the Geolo-

gical Society. 8vo. 4s. each number, sewed.

QUINET.-CHRISTIANITY IN ITS VARIOUS ASPECTS,
From the Birth of Christ to the French Revolution. By E. QUINET, of the College of France.

Translated, with the Author's approbation, by C. COCKS, B.L. 16to. 2s. sewed.

RANKE'S HISTORY OF THE REFORMATION.
Translated by SARAH AUSTIN, Translator of Ranke's "

History of the Popes." Vols. I. and II.

8vo. 30s., Vol. III. 18s., cloth.

READER (THOMAS).-TIME TABLES
On a New and Simplified Plan ; to facilitate the Operation of Discounting Bills, and the
Calculation of Interest on Banking and Current Accounts, &c. : shewing, WITHOUT CALCU-
LATION, the Number of Days from every Day in the Year to anv other Day, for any period
not exceeding 365 Days. By THOMAS READER. Post 8vo. 14s. cloth ; or 17s. calf lettered.

REGISTRAR-GENERAL.-THE SEVENTH ANNUAL REPORT
of the REGISTRAR-GENERAL of BIRTHS, DEATHS, 'and MARRIAGES, in ENGLAND,
1845. 8vo. 5s. cloth. Also,

First Report (1839), 8vo. 3s.

Second Report (1840), 8vo. 4s.

Third Report (1841), 8vo. 4s.

Fourth Report (1842), 8vo. 4s. Sixth Report (1844), 8vo. 5.
Fifth Report (1843), 8vo. 5s.
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REECE.-THE MEDICAL GUIDE,
For the use of the Clergy, Heads of Families, Seminaries, and Junior Practitioners in Medi-
cine; comprising a complete Modern Dispensatory, and a Practical Treatise on the Distin-

guishing Symptoms, Causes, Prevention, Cure and Palliation, of the Diseases incident to the
Human Frame. By R. REECE, M.D. 16lu Edition. 8vo. 12s. boards.

REID (DRJ-ILLUSTRATIONS OF THE PRINCIPLES AND
PRACTICE of WARMING and VENTILATING, with Preliminary Remarks on Health and
Length of Life. By D. B. REID, M.D. F.R.S.E. 8vo. with Diagrams and Woodcuts, 16s. cloth.

REPTON.-THE LANDSCAPE GARDENING & LANDSCAPE
ARCHITECTURE of the late HUMPHRY REPTON, Esq.; being his entire works on these

subjects. New Edition, with an historical and scientific Introduction, a systematic Analysis,
a Biographical Notice, Notes, and a copious alphabetical Index. By J.C. LOUDON, F.L.S. &c.
8vo. with 250 Engravings, and Portrait, 30s. cloth ; with coloured plates, 3. 6s. cloth.

REYNARD THE FOX :

A renowned Apologue of the Middle Age. Reproduced in Rhyme. Embellished throughout
with Scroll Capitals, in Colours, from Wood-block Letters made expressly for this work, after

Designs of the 12th and 13th Centuries. With an Introduction, by SAMUEL, NAYLOR, late

of Queen's College, Oxford. Large square 8vo. 18s. cloth.

RICH.-AN ILLUSTRATED COMPANION TO THE LATIN
DICTIONARY ; being a Dictionary of all the Words respecting Visible Objects connected
with the Arts, Science, and Every-day Life of the Ancients. Illustrated by nearly 2,000
Woodcuts from the Antique. By ANTHONY RICH, Jun. B.A. late ofCaius College, Cambridge ;

and one of the Contributors to Dr. Smith's "
Dictionary of Greek and Roman Antiquities."

Post 8vo. [In the press.

RIDDLE.-A COMPLETE ENGLISH-LATIN AND LATIN-
ENGLISH DICTIONARY, compiled from the best sources, chiefly German. By the Rev.
J. E. RIDDLE, M.A. New Edition. 8vo. 31s. 6d. cloth.

separatelv ^
^e English-Latin Dictionary, 10s. 6d. cloth.

t The Latin-English Dictionary, 21s. cloth.

RIDDLE. -A DIAMOND LATIN-ENGLISH DICTIONARY.
For the Waistcoat-pocket/ A Guide to the Meaning, Quality, and right Accentuation of Latin
Classical Words. By the Rev. J. E. RIDDLE, M.A. New Edition. Royal 32mo. 4s. bound.

RIDDLE. -ECCLESIASTICAL CHRONOLOGY ;

Or, Annals of the Christian Church, from its Foundation to the present Time. Containing a
View of General Church History, and the Course of Secular Events ; the Limits of the
Church and its Relations to the State

;
Controversies ;

Sects and Parties
; Rites,

Institutions, and Discipline; Ecclesiastical Writers, &c. By the Rev. J. E. RIDDLE, M.A.,
Author of " A Complete Latin Dictionary." 8vo. 15s. cloth.

"

RIDDLE-LETTERS FROM AN ABSENT GODFATHER ;

Or, a Compendium of Religious Instruction for Young Persons. By the Rev. J. E. KIDDLE,
M.A. ; Author of " A Complete Latin Dictionary." Fcp. 8vo. 6s. cloth.

RITCHIE (ROBERT.) -RAILWAYS: THEIR RISE AND
PROGRESS, and CONSTRUCTION. With Remarks on Railway Accidents, and Proposals
tor their Prevention. By ROBERT RITCHIE, Esq. F.R.S. S.A. Civil Engineer, Associate of
the Institute of Civil Engineers. Fcp. 8vo. with Woodcuts and Diagrams, 9s. cloth.

RIVERS.-THE ROSE AMATEUR'S GUIDE ;

Containing ample Descriptions of all the fine leading varieties of Roses, regularly classed in
their respective Families; their History and mode of Culture. ByT. RIVERS, Jun. 4th Edition,
corrected and improved. Fcp. 8vo. 6s. cloth.

".* In this edition only the mosl select varieties are described, both old and new; those of inferior interest hare
been omitted

; and several pages of new matter have been added.

ROBERTS.-A COMPREHENSIVE VIEW OF THE CULTURE
of the VINE under GLASS. By JAMKS ROBERTS, Gardener to Matthew Wilson, Esq. Eshton
Hall, Skipton, Yorkshire. 12mo. 5s. 6d. cloth.

ROBINSON (JAMES). -THE WHOLE ART OF CURING,
PICKLING, AND SMOKING MEAT AND FISH, both in the British and Foreign Modes.
With many useful Miscellaneous Receipts, and full Directions for the Construction of an
economical Dry ing Chimney and Apparatus, on an entirely New Plan. By JAMES ROIUNSON,
Eighteen Years a Practical Curer. Fcp. 8vo. 48. 6d. cloth.



26 NEW WORKS AND NEW EDITIONS

ROGERS.-THE VEGETABLE CULTIVATOR;
Containing a plain and accurate Description of all the different Species of Culinary Vegetables,
with the most approved Method of Cultivating them by Natural and Artificial Means, and
the best Modes of Cooking them. Together with a Description of the Physical Herbs in general
Use. By J. ROGERS, Author of "The Fruit Cultivator." 2d Edition. Fcp. 8vo. 7s. cloth.

ROGET (P. M.)-THE ECONOMIC CHESS-BOARD;
Being a Chess-Board, provided with a complete set of Chess-Men, for playing Games in

Carriages, or Out of Doors, and for folding up, and carrying in the pocket, without disturbing
the Game. Invented by P. M. ROGET, M.D. and Registered according to Act of Parliament.
New Edition. In a neat foolscap 8vo. case, price 2s. Cd.

ROME.-THE HISTORY OF ROME.
(In the Cabinet Cyclopaedia.) 2 vols fcp. Svo. with Vignette Titles, 12s. cloth.

ROSCOE.-LIVES OF EMINENT BRITISH LAWYERS.
By HENRY ROSCOE, Esq. Fcp. Svo. with Vignette Title, 6s. cloth.

ROWTON (F.)-THE DEBATER ;

Being a Series of complete Debates, Outlines of Debates, and Questions for Discussion ; with

ample References to the best Sources of Information on each particular Topic. By FREDERIC
ROWTON, Lecturer on General Literature. Fcp. Svo. 6s. cloth.

SANDFORD (REV. JOHNX-PAROCHIALIA,
Or, Church, School, and Parish. By JOHN SANDFORD, B.D. Vicar of Dunchurch, Chaplain
to the Lord Bishop of Worcester, and Rural Dean. 8vo. with Woodcuts, 16s. cloth.

SANDFORD.-WOMAN IN HER SOCIAL AND DOMESTIC
CHARACTER. By Mrs. JOHN SANDFORD. 6th Edition. Fcp. Svo. 6s. cloth.

SANDFORD.-FEMALE IMPROVEMENT.
By Mrs. JOHN SANDFORD. 2d Edition. Fcp. Svo. 7s. 6d. cloth.

SCHLEIDEN (PROFESSOR).-PRINCIPLES OF SCIENTIFIC
BOTANY. By M. J. SCHLEIDEN, Professor of Botany at Jena. Translated by E. LANKKS-
TER, M.D. F.L.S. Svo. with numerous Wood Engravings. [/ the press,

SCHOPENHAUER-YOUTHFUL LIFE AND PICTURES OF
TRAVEL: being the Autobiography of Madame SCHOPENHAUER. Translated from the

German. 2 vols. fcp. Svo. 12s. boards.

SCOTT.-THE HISTORY OF SCOTLAND.
By Sir WTALTER SCOTT, Bart. New edition. 2 vols. fcp. Svo. with Vignette Titles, 12s. cloth.

SEAWARD.- SIR EDWARD SEAWARD'S NARRATIVE OF
HIS SHIPWRECK, and consequent Discovery of certain Islands in the Caribbean Sea: with

a detail of many extraordinary and highly interesting Events in his Life, from 1733 to 1749, as

written in his own Diary. Edited by Miss JANE PORTKR. 3d Edition, with a New Nautical

and Geographical Introduction. 2 vols. post Svo. 21s. cloth.

SERMON ON THE MOUNT (THE).
Intended for a Birth-day Present, or Gift Book for all Seasons. Printed in Gold and Colours,
in the Missal style, with Ornamental Borders by OWEN JONES, Architect, and an illuminated

Frontispiece by W. BOXALL, Esq. A New Edition. Fcp. 4to. in a rich brocaded silk cover,
21s.

;
or bound in morocco, by Hayday, 25s.

SELECT WORKS OF THE BRITISH POETS,
From Ben Jonson to Beattie. With Biographical and Critical Prefaces, by DR. AIKIN.
A New Edition, with Supplement, by LUCY AIKIN ; consisting of additional Selections from
more recent Poets.

'

Svo. 18s. cloth.

SELECT WORKS OF THE BRITISH POETS,
From Chaucer to Withers. With Biographical Sketches, by R. SOUTHEY, LL.D. Svo. 30s.

cloth ;
with gilt edges, 31s- 6d.

.* The peculiar feature of these two works is, that the Poems are printed entire, without mutilation or abridg-
ment a feature not possessed by any similar work, and adding obviously to their interest and utility.

SHAKSPEARE, BY BOWDLER.
THE FAMILY SHAKSPEARE; in which nothing is added to the Original Text ; but those
words and expressions are omitted which cannot with propriety be read aloud. By T. BOWDLER,
Esq. F.R.S. 9th Edition. Svo. with 36 Engravings on Wood, from designs by Smirke, Howard,
and other Artists, 21s. cloth; or, in 8 vols. Svo. without Illustrations, 1. 14s. 6d. boards.
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SHELDON (F.) THE MINSTRELSY OF THE ENGLISH
BORDKR: being a Collection of Ballads, Ancient, Remodelled, and Original, founded on
well-known Border-Legends : \vithillustrativeNotes. By FREDERICK SHELDON. Square
post 8vo. 15s. cloth ; morocco, 30s. (bound by llayday.)

SHELLEY, &C.-LIVES OF THE MOST EMINENT LITERARY
MEN OF ITALY, SPAIN, and PORTUGAL. By Mrs. SHELLBV, Sir D. BREWSTER,
J. .MONTGOMERY, &c. 3 vols. fcp. 8vo. with Vignette Titles, 18s. cloth.

SHELLEY-LIVES OF MOST EMINENT FRENCH WRITERS.
By Mrs. SHELLEY, and others. 2 vols. fcp. 8vo. with Vignette Titles, 12s. cloth.

SHEPHERD (THE REV. W.)-HOBJ! APOSTOLICJ!
Or, a Digested Narrative of the Acts and Writings of the Apostles of Jesus Christ. Arranged
according to Townsend. By the Rev. WILLIAM SHEPHERD, B.D. Fcp. 8vo. 5s. 6d. cloth.

SHORT WHIST :

Its Rise, Progress, and Laws; with Observations to make any one a Whist Player; containing
also the Laws of Piquet, Cassino, Ecarte", Cribbage, Backgammon. By Major A *****.
9th Edition. To which are added, Precepts for Tyros. By Mrs. B****.

'

Fcp. 8vo. 3s cloth.

SHUNAMMITE.-THE GOOD SHUNAMMITE.
From the Scriptures 2 Kings, chap. IV. vv. 8 to 37. With Six Original Designs, and an
Ornamental Border to each page, in the Missal style, printed in Colours and Gold. Super-
intended and printed by L. GRU.NER. Square fcp. 8vo. uniform in size with " The Sermon
on the ?,Iount,"

" Parables of Our Lord," and " Miracles of Our Saviour." [In the Autumn.

SIBLEY AND RUTHERFORD.-EARTHWORK TABLES,
For Railways and other Public Works. By CHARLES K. SIBLEY, Civil Engineer; and
WILLIAM RUTHERFORD, of the R.M. Academy, Woolwich. 4to. 12s. 6d. in limp cloth; or
15s. bound in flexible leather.

*** These Tables are calculated for various slopes, and to central widths, for every foot,
from 23 feet to 43 feet. Their object is to furnish at a glance results which require considerable
calculations with tables at present in use. They are computed to show the total content for
one chain in length, with heights at each end trom to 60 feet, at intervals of half a foot. No
multiplication is necessary.

SINCLAIR.-THE JOURNEY OF LIFE.
By CATHERINE SINCLAIR, Author of " Modern Accomplishments,"

" Modern Society,"" Jane Bouverie," &c. Fcp. 8vo. 5s. cloth.

SINNETT.-BYWAYS OF HISTORY,
From the Twelfth to the Sixteenth Century. By Mrs. PERCY SINNETT. 2 vols. post 8vo.
18s. cloth.

SMITH (MRS.)-THE FEMALE DISCIPLE OF THE FIRST
THREE CENTURIES of the CHRISTIAN ERA: her Trials and her Mission. ByMrs. HENRY
SMITH. Fcp. 8vo. 6s. cloth.

SMITH.-SACRED ANNALS ;

Or, Researches into the History and Religion of Mankind, from the Creation of the World to
the Death of Isaac : deduced from the Writings of Moses and other Inspired Authors, copiously
illustrated and confirmed by the Ancient Records, Traditions, and Mythology of the Heathen
World. By GEORGE SMITH, F S.A. &c. Author of " The Religion of Ancient Britain," &c.
Crown 8vo. 10s. cloth.

SMITH (GEORGES-PERILOUS TIMES;
Or, the Aggressions of Antichristian Error on Scriptural Christianity, considered in reference
to the Dangers and Duties of Protestants. By GEO SMITH, F.A.S. &c. Fcp. 8vo. 6s. cloth.

SMITH (GEORGE). -- THE RELIGION OF ANCIENT
BRITAIN HISTORICALLY CONSIDERED: or, a Succinct Account of the several Religious
Systems which have obtained in this Island from the Earliest Times to the Norn an Conquest :

including an Investigation into the Early Progress of Error in the Christian Church, the
Introduction of the Gospel into Britain, and the State of Religion in England till Popery had
gained the ascendancy. By GEORGE SMITH, F.A.S. &c. 2d Edition. 8vo. 7s. 6d. cloth.

SMITH.-THE ENGLISH FLORA.
By Sir JAMES EDWARD SMITH, M.D. F.R.S., late President of the Linnsean Society, &c.
6 vols. 8vo. 3. 12s. boards.

Contents : Vols. I. to IV. The FLOWERING PLANTS and the FERNS, 1. Ss.

Vol. V. Part 1, 12s. CRYPTOGAMIA; comprising the Mosses, Hepaticae^ Lichens, Characea;,
and Alga?. By sir W. J. HOOKER.

Vol. V. Part 2, 12s. The FUNGI completing the work, by Sir J. W. HOOKER, and the Rev.
M. J. BERKELEY, F.L.S. &c.
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SMITH.-COMPENDIUM OF THE ENGLISH FLORA.
By Sir J. E. SMITH. 2d Edit, with Additions, &c. By Sir VV. J. HOOKER. 12mo. 7s. 6d. cl.

THE SAME IN LATIN. 5th Edition, 12mo. 7s. 6d.

SMITH.-AN INTRODUCTION TO THE STUDY OF BOTANY.
By Sir J. E. SMITH, late President of the Linnean Society. 7th Edition, corrected

;
in which,

the object of Smith's " Grammar of Botany" is combined with that of the "Introduction."
BvSir WILLIAM JACKSON HOOKER, K.H., LL.D., &c. 8vo. with 36 Steel Plates, 16s. cloth;
with the Plates coloured, 1. 12s. 6d. cloth.

SMITH (SYDNEY).-SERMONS PREACHED AT ST. PAUL'S
Cathedral, the Foundling

1

Hospital, and several Churches in London; together with others
addressed to a Country Congregation. By the late Rev. SYDNEY SMITH, Canon Residentiary
of St. Paul's Cathedral. 8vo. 12s. cloth.

SMITH.-THE WORKS OF THE REV. SYDNEY SMITH.
3d Edition, with Additions. 3 vols. 8vo. with Portrait, 36s. cloth.

*.' 'Ihis collection consists of the author's contributions to the Edinburgh Review, Peter Plymley's Letters on
the Catholics, and other miscellaneous woiks.

SOPHOCLES, BY LINWOOD.
SOPHOCLIS TRAGCEDI^E SUPERSTATES. Recensuit, et brevi adnotatione instruxit
GULIELMUS LINWOOD, A.M. JEAis Christi apud Oxonienses Alumnus. 8vo. 16s. cloth.

SOUTHEY'S (ROBERT) COMPLETE POETICAL WORKS;
Containing' all the Author's last Introductions and Notes. Complete in one volume, with
Portrait and View of the Poet's Residence at Keswick, uniform with Byron's and Moore's
Poems. 8vo. 21s. cloth ; or 42s. bound in morocco, by Hayday.

Also, an Edition in 10 vols. fcp. 8vo. with Portrait and 19 Plates, ^2. 10s. cloth
; morocco, \. 10s.

SOUTHEY (ROBERT).-THE DOCTOR, &
Vol. VI. From the Papers of the late Robert Southey, LL.D. Edited by his Son-in-Law,
the Rev. JOHN WOOD WARTER. Post 8vo. 10s. 6d. cloth.

*** The Seventh Volume, to complete the work, is in the press.

SOUTHEY (ROBERT). THE LATE MR. SOUTHEY'S
COMMON-PLACE BOOK ; comprising his Readings and Collections in History, Biography,
Manners and Literature, Voyages and Travels, &c. &c.

; systematically arranged.
[In the press.

SOUTHEY.-THE LIFE OF WESLEY;
And Rise and Progress of Methodism. By ROBERT SOUTHEY, Esq. LL.D. 3il Edition, with
Notes by tie late Samuel Taylor Coleridge, Esq., and Remarks on the Life and Character of
John Wesley, by the late Alexander Knox, Esq. Edited by the Rev. CHARLBS CUTHBERT
SOUTH EY, A.M. Curate of Cockermouth. 2 vols. 8vo. with 2 Portraits, 28s. cloth.

SOUTHEY, &c. -LIVES OF THE BRITISH ADMIRALS:
With an Introductory View of the Naval History of England. By R. SOUTHEY, Esq. and
R. BELL, Esq. 5 vols. fcp. 8vo. with Vignette Titles, \. 10s. cloth.

SPIRIT OF THE WOODS (THE).
By the Author of "The Moral of Flowers." 2d Edition. Royal 8vo. with 23 beautifully-
coloured Engravings of the Forest Trees of Great Britain, Jfl. 11s. 6d. cloth

STABLE TALK AND TABLE TALK;
or, SPECTACLES for YOUNG SPORTSMEN. By HARRY HIEOVER. 2 vols. 8vo. with

Portrait, 24s. cloth.
"This work will become a great favourite with all persons who are connected with the turf, the chase, and the

world of manly sports. It is written in a pleasant, off hand, dashing manner, and contains an immense variety
of information and entertaining matter." WEEKLY DISPATCH.

STEBBING.-THE HISTORY OF THE CHRISTIAN CHURCH,
from its Foundation to A.D. 1492. By the Rev. H. STEBBINQ, M.A. &c. 2 vols. fcp. 8vo.
with Vignette Title.-,, 12s. cloth.

STEBBING.-THE HISTORY OF THE REFORMATION.
By the Rev. II. STEBBING. 2 vols. fcp. 8vo. with Vignette Titles, 12s. cloth.

STEEL'S SHIPMASTER'S ASSISTANT ;

Compiled for the use of Merchants, Owners and Masters of Ships, Officers of Customs, and all

Persons connected with Shipping or Commerce : containing the Law and Local Regulations
affecting the Ownership, Charge", and Management of Ships and their Cargoes ; together with
Notices of other Matters, and all necessary Information for Mariners. New Edition, rewritten

throughout. Edited by GRAHAM WILLMOKE, Esq. M.A. Barrister-at-Law; The Customs
and Shipping Department, by GKOKGE CLEMENTS, of the Customs, London, Compiler of

"The Customs Guide; The Exchanges, &c. and Naval Book-keeping, by WILLIAM TATE,
Author of "The Modern Cambist." 8vo. 28s. cloth

; or, 29s. bound.
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STEEPLETON ;

Or, High Church and Low Church. Being the present Tendencies of Parties in the Church,
exhibited in the History of Frank Faithful, By a CLERGYMAN. Fcp. 8vo. 6s. cloth.

STEPHENS. A MANUAL OF BRITISH COLEOPTERA;
or, BEETLES: containing a Description of all the Species of Beetles hitherto ascertained to

inhabit Great Britain and Ireland, &c. With a Complete Index of the Genera. By J. F.

STEPHENS, F.L.S. Author of'' Illustrations of Entomology." Post 8vo. 14s. cloth.

SWAINSON.-A PRELIMINARY DISCOURSE ON THE
STUDY OF NATURAL HISTORY. By W

A TREATISE ON THE NATURAL HISTORY AND
CLASSIFICATION OR ANIMALS. By W.
Swainsoo, Esq. Fcp. 8vo. 'Bs.

NATURAL HISTORY AND CLASSIFICATION
OF QUADRUPEDS. By W. Swainson, Esq.
Fcp. 8vo. with Woodcuts, 6s. cloth.

NATURAL HISTORY AND CLASSIFICATION OF
BIRDS. By W. Swainson, Esq. 2 vols.

fcp. 8vo. with 300 Woodcuts, 12s. cloth.

HISTORY AND NATURAL ARRANGEMENT OF
INSECTS. By W. Swainson, Esq., and W.
E. Shuckard/Esq. Fcp. 8vo. 6s. cloth.

ANIMALS IN MENAGERIES. By W. Swainson,
Esq. Fcp. 8vo. Vignette Title and numerous
Woodcuts, 6s. cloth.

SWAINSON, Esq. Fcp. 8vo. 6s. cloth.

NATURAL HISTORY AND CLASSIFICATION
OF FISH, AMPHIBIANS, AND REPTILES. By
W. Swainson, Esq. 2 vols. fcp. 8vo. 12s.

HABITS AND INSTINCTS OF ANIMALS. By
W. Swainson, Esq. Fcp. 8vo. with Vignette
and numerous Woodcuts, 6s. cloth.

A TREATISE ON MALACOLOGY ; or, the Natu-
ral Classification of Shells and Shell-fish.

By W. Swainson, Esq. Fcp. 8vo. 6s. cloth.

A TREATISE ON TAXIDERMY; with the Bio-

graphy of Zoologists, and Notices of their
Works. By W. Swainson, Esq. Fcp. 8vo.6s.

SWITZERLAND.-THE HISTORY OF SWITZERLAND.
(In the Cabinet Cyclopaedia.) Fcp. 8vo. with Vignette Title, 6s. cloth.

SYMONDS.-THE LAW RELATING TO MERCHANT SEAMEN,
Arranged chiefly for the Use of Masters and Officers in the Merchant Service. With an
Appendix, containing the Act 7 and 8 Vic. c. 112 ; the Regulations under which Lascars may
be employed; and some forms of Proceedings before Magistrates. By E. W. SYMONDS,
Esq. Chief Clerk to the Thames Police Court. 3d Edition. 12mo. 5s. cloth.

TATE.-HORATIUS RESTITUTUS;
Or, the Books of Horace arranged in Chronological Order, according to the Scheme of Dr.
Bentley, from the Text of Gesner, corrected and improved. With a Preliminary Dissertation,
very much enlarged, on the Chronology of the Works, on the Localities, and on the Life and
Character of that Poet. By the Rev. JAMES TATE, M.A. 2d Edition. 8vo. 12s. cloth.

TATE.-THE CONTINUOUS HISTORY OF THE LIFE AND
WRITINGS OF ST. PAUL, on the basis of thfi Acts ; with Intercalary Matter of Sacred
Narrative, supplied from the Epistles, and elucidated in occasional Dissertations: with the
Horaa Paulina; of Dr. Paley, in a more correct edition, subjoined. By JAMES TATE, M.A.
Canon Residentiary of St. Paul's. 8vo. with Map, 13s. cloth.

TAYLER (REV. CHARLES BJ-MARGARET;
Or, the Pearl. By the Rev. CHARLES B. TAYLER, M.A. Rector of St. Peter's, Chester, Author
of " May You Like It,"

" Records of a Good Man's Life," &c. New Edition. Fcp. 8vo. 6s. cl.

TAYLER (REV. CHARLES BJ-LADY MARY;
Or, Not of the World. By the Rev. CHARLES B. TAYLEB, Rector of St. Peter's, Chester;
Author of "

Margaret, or the Pearl," &c. New Edition. Fcp. 8vo. 6s. 6d. cloth.

TAYLER (REV. C. BJ-TRACTARIANISM NOT OF GOD :

Sermons. By the Rev. C. B. TAYLKR, M.A. Rector of St. Peter's, and Evening Lecturer of
St. Mary's, Chester ; Author of " Records of a Good Man's Life," &c. Fcp. 8vo. 6s. cloth.

TAYLER (REV. C. BJ-DORA MELDER ;
A Story of Alsace. By META SANDER. A Translation. Edited by the Rev. C. B. Tayler,
Author of '' Records of a Good Man's Life," &c. Fcp. 8vo. with two Illustrations, 7s. cloth.

TAYLOR (JEREMY).-BISHOP JEREMY TAYLOR'S ENTIRE
WORKS: with the Life by Bishop HKBEK. Revised and corrected by the Rev. CHARLES
PAGE EDEN, Fellow of Oriel College, Oxford. The Second Volume (the First in the order of

publication) contains the Life of Christ, complete. 8vo. 10s. 6d. cloth.

** To be completed in Twelve Volumes. Vol. III. containing the Holy Living and Dying,
will be published in October.

THIRLWALL.-THE HISTORY OF GREECE.
By the Right Rev. the LORD BISHOP of ST. DAVID'S (the Rev. Connop Thirlwall). A New
Edition, revised ; with Notes. Vols. I. to 111. 8vo. with Maps, 36s. cloth. To be completed
in 8 volumes, price 12s. each. [Vol. IV. in October.

**
Also, an Edition in 8 vols. fcp. 8vo. with Vignette Titles, j2. 8s. cloth.
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THOMSON'S SEASONS.
With Notes, illustrative of the Natural History, Biography, Classical Allusions, and General

Philosophy contained in the Poems. By ANTHONY TODD THOMSON, M.D. F.L.S. &c. &c.

Fcp. 8vo. [/ October.

THOMSON'S SEASONS.
Kdited by BOLTON CORXKV, Esq. Illustrated with Seventy-seven Designs drawn ou Wood,
by Members of the Etching Club. Engraved by Thompson and other eminent Engravers.
Square crown 8vo. uniform with "Goldsmith's Poems," 218. cloth ; or, bound in morocco,
by Ha> day, 36s.

THOMSON.-THE DOMESTIC MANAGEMENT OF THE SICK
ROOM, necessary, in Aid of Medical Treatment, for the Cure of Diseases. By ANTHONY
TODD THOMSON, M.D. F.L.S. &c. 2d Edition. Post 8vo. 10s. 6d. cloth.

THOMSON (JOHN).-TABLES OF INTEREST,
At Three, Four, Four-and-a-Half, and Five per Cent., from One Pound to Ten Thousand, and
from One to Three Hundred and Hxty-five Days, in a regular progression of single Days;
with Interest at all the above Rates, from One to Twelve Months, and from One to Ten Years.

Also, numerous other Tables of Exchanges, Time, and Discounts. By JOHN THOMSON,
Accountant in Edinburgh. 12mo. 8s. bound.

THOMSON-EXPERIMENTAL RESEARCHES ON THE FOOD
of ANIMALS and the FATTENING of CATTLE : with Remarks on the Food of Man. By
ROBERT DUNDAS THOMSON, M.D. of the University of Glasgow. Fcp. 8vo. 5s. cloth.

TISCHENDORFF.-TRAVELS IN THE EAST.
By CONSTANTINE TiscH ENDORFF, Editor of the "Codex Ephrami Rescriptus," "Codex
Friderico-Augustanus," &c. Translated from the German by W. E. SHUCKAHD. 16mo.
6s. 6d. cloth.

TOMLINE (BISHOP).-AN INTRODUCTION TO THE STUDY
of the BIBLE : containing Proofs of the Authenticity and Inspiration of the Holy Scriptures ;

a Summary of the History of the Jews ; an Account of the Jewish Sects ;
and a brief

Statement of the Contents of the several Books of the Old and New Testaments. By GEORGE
TOMLINE, D.D. F.R.S. 20th Edition Fcp. 8vo. 5s. 6d. cloth.

TOMLINS -A POPULAR LAW DICTIONARY ;

Familiarly explaining the Terms and Nature of English Law ; adapted to the comprehension
of persons not educated for the legal profession, and affording information peculiarly useful

to Magistrates, Merchants, Parochial Officers, and others. By THOMAS EDLYNE TOMLINS,
Attorney and Solicitor. Post 8vo. 18s. cloth.

TOOKE.-A HISTORY OF PRICES :

With reference to the Causes of their principal Variations, from 1792 to the Present Time
Preceded by a Sketch of the History of the Corn Trade in the last Two Centuries. ByTHOMAS
TOOKE, Esq. F.R.S. 3 vols. &vo. ^2. 8s. cloth.

**
Separately, Vols. 1 and 2, 36s.

; Vol. 3, 12s.

TOPHAM.- CHEMISTRY MADE EASY,
For the Use of Agriculturists. By JOHN TOPHAM, A.M. Rector of St. Andrew, St. Mary
Witton, and St. Nicholas, Droitwich. 3d Edition. 16mo. 2s. sewed.

TOWNSEND (CHARLES). - THE LIVES OF TWELVE
EMINENT JUDGES of the LAST and of the PRESENT CENTURY. By W. CHARLES
TOWNSEND, Esq. A.M. Recorder of Macclesfield ; Author of " Memoirs of the House of
Commons." 2 vols. 8vo. 28s. cloth.

TREVOR; OR, THE NEW SAINT FRANCIS.
A Tale for the Times. Fcp 8vo. 6s. cloth.

TROLLOPE (REV. WJ-ANALECTA THEOLOGICA :

A Critical, f'hilological, and Exegetical Commentary on the New Testament, adapted to the
Greek Text : compiled and digested from the most approved sources, British and Foreign, and
so arranged as to exhibit the comparative weight of the different Opinions on Disputed Texts.

By the Rev. WILLIAM TROLLOPK, M.A. New Edition. 2 vols. 8vo. \. 12s. cloth.

TURNER.-THE HISTORY OF ENGLAND,
From the Earliest Period to the Death of Elizabeth. By SHARON TURNER, Esq. F.A.S.
R.A.S.L. New Editions. 12 vols. 8vo. ^8. 3s. cloth. Or, separately,

THE HISTORY of the ANGLO-SAXONS. 3 vols. 8vo. 1. 5s. boards.
THE HISTORY of ENGLAND during the MIDDLE AGES. 5 vols. 8vo. ^3, bds.
THE HISTORY of the REIGN of HENRY V11I. 2 vols. 8vo. 26s. boards.
THE REIGNS of EDWARD VI., MARY, and ELIZABETH. 2 vols. 8vo. 32s. bds.
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TURNER.-THE SACRED HISTORY OF THE WORLD,
Philosophically considered. BySHARON TURNER, F.S.A.R.A.S.L. New Edit. 3vls.8vo.42s.cl.

TURNER.-A TREATISE ON THE FOOT OF THE HORSE,
And a New-System of Shoeing, by one-sided nailing ;

and on the Nature, Origin, and Symptoms
of the Navicular Joint Lameness, with Preventive and Curative Treatment. By JAMES
TURNER, W.R.V.C. lloyal 8vo. 7s. 6d. boards.

TURTOFS (DR.) MANUAL OF THE LAND AND FRESH-
WATER SHELLS of the BRITISH ISLANDS. A New Edition, thoroughly revised and with

considerable Additions. By JOHN EDWARD GRAY, Keeper of the Zoological Collection in

the British Museum. Post 8vo. with Woodcuts, and 12 Coloured Plates 15s. cloth.

TWELVE YEARS AGO : A TALE.
By the Author of " Letters to my Unknown Friends." Fcp. 8vo. 6s. 6d. cloth.

TWISS.-VIEW OF THE PROGRESS OF POLITICAL ECONOMY
in EUROPE since the SIXTEENTH CENTURY ; being a Course of Lectures delivered before

the University of Oxford, in Michaelmas Term 1846, and Lent Term 1847. By TRAVERSTWISS,
D.C.L. F.R.S. Professor of Political Economy, and Fellow of University College, Oxford.
8vo. 10s. 6d. cloth. ,

TYTLER (PROF.) - PROFESSOR TYTLER'S ELEMENTS
OF GENERAL HISTORY, Ancient and Modern, with Dr. NARES' Continuation. A
New Edition, revised and continued to the Death of William IV. 8vo. with 7 Maps,
14s. cloth.

URE.-DICTIONARY OF ARTS, MANUFACTURES, & MINES ;

Containing a clear Exposition of their Principles and Practice. By ANDREW URE, M.D.
F.R.S. M.G.S. M.A.S. Lond.; M. Acad. N.L. Philad.

;
S. Ph. Soc. N. Germ. Hanov.

; Mulii.
&c. &c. 3d Edition, corrected. 8vo. with 1,240 Engravings on Wood, 50s. cloth. Also,

SUPPLEMENT of RECENT IMPROVEMENTS. 2d Edition. 8vo. with Woodcuts, 14s. cloth.

VON ORLICH (CAPT.) -TRAVELS IN INDIA;
Including Sciiide and the Pu,njab,in 1842 and 1843. By Capt.LEOPOLD VON ORLICH. Translated
from the Germna, by H.EVANS LLOYD, Esq. 2 vols. 8vo. with coloured Frontispieces, and
numerous Illustrations on Wood, 25s. cloth.

WALFORD (J. EJ-THE LAWS OF THE CUSTOMS,
Compiled by Direction of the Lords Commissioners of Her Majesty's Treasury, and published
under the Sanction of the Commissioners of Her Majesty's Customs; with Notes and a
General Index. Edited by J. G. WALFORD, Esq. Solicitor for the Customs. 8vo. 10s. 6d. cloth.

LANGUAGE, adapted to the present State of Literature and Science. By B. H. SMART,
Author of "

Theory and Practice of Elocution," &c. 2d Edition. To which are now added,
an enlarged Etymological Index

;
and a Supplement, containing nearly 3000 Words not in-

cluded in the previous edition of the Dictiopary. 8vo. 15s. cloth.

*** The Supplement, with the Etymological Index, may behad separately. 8vo. 3s. 6d. swd.

fi^> Walker's Pronouncing Dictionary Epitomised, by Smart. New Edition. 16mo. 7s. 6d. cl.

WALKER (GEO.)-CHESS STUDIES;
Comprising One Thousand Games of Chess, as really played by the first Chess Players ;

forming a complete Encyclopaedia of Reference, and presenting the greatest Collection extant
of fine specimens of strategy in every stage of the Game. Selected and arranged by GEORGE
WALKER, Author of" Chess made Easy," &c. 8vo. 10s. Cd. sewed.

WARDLAW.-DISCOURSES ON THE PRINCIPAL POINTS
OF THE SOCINIAN CONTROVERSY the Unity of God, and the Trinity of Persons in the
Godhead; the Supreme Divinity of Jesus Christ

;
the Doctrine of the Atonement

;
the Christian

Character, &c. By RALPH W AKDLAW, D.D. 5th Edition, 8vo. 15s. cloth.

WATERTON.-ESSAYS ON NATURAL HISTORY,
Chiefly Ornithology. By CHARLES WATERTON, Esq., Author of "Wanderings in South
America." With an Autobiography of the Author, and a View of Walton Hall. New
Edition. Fcp. 8vo. 8s. cloth.

SECOND SERIES. With Continuation of Mr. WATER-TON'S Autobiography. New Edition.

Fcp. 8vo. with Vignette by T. Creswick, A.R.A. 6s. 6d. cloth.
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WEBSTER.-AN ENCYCLOPEDIA OF DOMESTIC ECONOMY;
Comprising such subjects as are most immediately connected with Housekeeping- : as, The
Construction of Domestic Edifices, with the modes of Warming

1

, Ventilating', and Lighting
1

them A description of the various articles of Furniture, with the nature of their Materials
Duties of Servants, &c. &c. &c. By THOMAS WEBSTER, F.G.S. &c. ; assisted by the late

Mrs. Parkes, Author of " Domestic Duties." 8vo. with nearly 1,000 Woodcuts, 50s. cloth.

WEIL (DR. GJ-THE BIBLE, THE KORAN, AND THE
TALMUD; or, Biblical Legends of the Mussulmans, compiled from Arabic Sources, and
compared with Jewish Traditions. By Dr. G. WEIL, Librarian of the University of Heidelberg-,
Fellow of the Asiatic Society of Paris, &c. Translated from the German, with Occasional
Notes. Post 8vo. 7s. 6d. cloth.

WESTWOOD (J. OJ-AN INTRODUCTION TO THE MODERN
CLASSIFICATION OF INSECTS ; founded on the Natural Habits and compounding- Organi-
sation of the different Families. By J. O. WESTWOOD, F.L S. &c. &c. &c. 2 vols. 8vo. with
numerous Illustrations, 2. 7s. cloth.

WHITLEY.-THE APPLICATION OF GEOLOGY TO AGRI-
CULTURE, and to the Improvement and Valuation of Land : with the Nature and Properties
of Soils, and the Principles of Cultivation. By NICHOLAS WHITLEY, Land-Surveyor. 8vo.
7s. 6d. cloth.

WILBERFORCE (W.)-A PRACTICAL VIEW OF THE PRE-
VAILING RELIGIOUS SYSTEMS of PROFESSED CHRISTIANS, in the Higher and
Middle Classes in this Country, contrasted with Real Christianity. By WM WILBERFORCE,
Esq. M.P. 17th Edition. 8vo. 8s. boards. -20th Edition. Fcp. 8vo. 4s. 6d. cloth.

WILKINSON.-A CATECHISM OF CHURCH HISTORY IN
GENERAL, from the Apostolic Age to the Present Time. To which is added, a Catechism
of English Church History ; with a Summary of principal Events, in Chronological Order.

By the Rev. W. F. WILKINSON, A.M. Theological Tutor of Cheltenham College. Fcp. 8vo.
6s. cloth.

WILLOUGHBY (LADY).-A DIARY,
Purporting to be by the LADY WILLOUGHBY, of the Reign of Charles I. ; embracing some

Passages of her Domestic History from 1635 to 1648. Produced in the style of the period to

which the Diary refers. 5th Edit. Square fcp. 8vo. 8s. boards; or 18s. in morocco by Hayrtay.

WILLOUGHBY (LADY). A FEW REMAINING PASSAGES
from the DIARY of LADY WILLOUGHBY. Crown 4to. uniform with the First Edition of

Lady Willoughby's Diary. [/ the Autumn.

WILSON. -THE LANDS OF THE BIBLE VISITED AND
DESCRIBED, in an Extensive Journey undertaken with special reference to the promotion
of Biblical Research and the advancement of the Cause of Philanthropy. By John Wilson,
D.D. F.R.S. Honorary President of the Bombay Branch of the Royal Asiatic Society, Member
of the Editorial Committee of the Asiatic Section of the Royal Society of Northern Antiquaries
at Copenhagen, Missionary of the Free Church of Scotland, &c. 2 vols. 8vo. with Maps and
numerous Illustrations, 1. 16s. cloth.

WINTER (J. W.)-THE HORSE IN HEALTH AND DISEASE :

Or, Suggestions on his Natural and General History, Varieties, Conformation, Paces, Age,
Soundness, Stabling, Condition, Tr;iinii:sr, and Shoeing. With a Digest of Veterinary Practice.

By JAMES W. WINTER. M.R.C.V.S.L. Member of the Association Litte>aire d'Egypte, late

Veterinarj Surgeon to Mehemet Ali and Ibrahim Pasha. 8vo. 10s. 6d. cloth.

of the Improved Locomotive Engines, and Tables of the comparative Cost of Conveyance on

Canals, Railways, and Turnpike Roads. By NICHOLAS WOOD, Memb. Inst. Civ. Eng. &c.

3d Edition. 8vo. with Plates and Woodcuts, 3ls. 6d. cloth.

ZOOLOGY OF THE VOYAGE OF H.M.SS. EREBUS AND
TERROR. Under the Command of Capt. Sir JAMES CLARK Ross, R.N. F.R.S. during the

years 1839, 40, 41, 42, 43. Published by Authority of the Lord's Commissioners of the

Admiralty. Edited by JOHN RICHARDSON, M.D. F.R.S. &c.
;
and JOHN EDWARD GR\Y,

Esq. F.R.S. Parts I. to XV. royal 4to. with numerous coloured and plain Plates, 10s. each.

ZUMPT (PROF.) - A GRAMMAR OF THE LATIN LANGUAGE.
By C. G. ZUMPT, Ph. D. Professor in the University of Berlin, and Member of the Royal

Academy of Berlin. Translated from the Ninth Edition of the original, and adapted for the

use of English Students, by L. SCHMITZ, Ph. D., Rector of the High School of Edinburgh;
with many Additions and Corrections communicated by the Author. New Edition. 8vo.

14s. cloth.
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