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PREFACE. 

_j_ 

THAT my unaided and un- 

sanctioned efforts to separate truth 

from error, in the Report of the 

Bullion-Committee, should be, in 

every instance, successful, is in no 

degree probable : I should, there- 

fore, gladly have profited, on this 

occasion, by the observations of 

the public to correct tlre errors 

into w l~ i ch  I may have fallen. 



The rapid sale of the first edition of 

this work, and the urgent demand 

which, I m~derstand, prevails for a. 

second, deprive me, however, of 

opportullity to collect the public 

opinion : this second edition differs, 

therefore, from the first only in 

the correction of typographical 

errors, and ia the omission or 

teration of a few expr,c~sions liable 

to misconstrucdon, which, writing 

in the desultory form of notes, at 

both ends of the kingdom, and 

amidst varied occupations, escaped 

my notice in the manuscript. A 

note is added, to correct a trifling 

misd~tatdmeilt respecting silver, in 

P age 34; but it has no effect on the 
argument. 

The only occurrence of any 

importance to the subject of my 

Obsefvatiofis, since they first went 

to  the press, is thepublication of Mr. 
Huskison's masterly explanation of 

the principles of the writers of the 

Report, on the theory af money 

and exchange, &c. in a pamphlet 

entitled, The Question stated and 

examined." It bears so directly- 

on the point onder discussion, and 

is so generally read and referred to, 

that it might seem like fear or affec- 



tation to pass it unnoticed ; I pro- 

pose, therefore, to assign reasons, 

in a Supplement to this. edition, PRACTICAL OBSERVATIONS, 

why, though I dissent from Mr. 
Hnskison's conclusions, I think, it 

unnecessary publicly to investigate 
I_I1ICI__ their accuracy. 

Ifampstead, 
December 3, 1810. 

(' REASONING on things by figures is the 
way," says Sir William Davenant, " to come to 
sure conclusions."-To reason in this mode, 
exclusively, is the object of the present work.- 
The things. to be reasoned upon are the opinions 
of the Billlion-Comtni ttee ; ant1 the figures to 
be employed are chiefly those contained in the 
Appendix to its Report. Abstract reasoning is 
foreign to lny purpose; my observations will 
be founded wholly on facts, and these will be 
introciuced with such details only as are ne- 
cessary to render their application intelligible 
to those who have not the Report, with its Ap- 
pendix, immediately before them. 
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In  the early part of 1809, the foreign 
escl~anges experinlced a rapid and unusual 
depression ; a t  the same time, tile price of 
gold-bullion rose in an etjual degree,-and the 
variation, when a t  t11e highest, in October 
and November, amounted to nearly 20 per 
cent. 

The p ~ ~ b l i c  attention was (Irawn to this sub- 
ject by a pamphlet, publislled late in 1809, 

(the substance of which had previously appeared 
in tlie Xlornillg Chlonicle,) entitled, " The high 
Price of Bullion a Pl.oof of the Depreciatiorl 
of Rank-Notes." This pamphlet, by Mr. Ricar- 
tlo, is wholly tlleoretical, and, so far, unsatisfdc- 
tory ;-because the tlieorics are not brought 

to the test of exi>eriment. Other publications 
follo~ved, oil the same subject, but I particularly 
allude to hfr. Ilicardo's work, not only as hav- 
ing been the inmediate cause of the intluiry 
wliich has since taken place, under the autho- 
si ty of the house of con~muus, G u t  as a syllabus of 
the Report rirllich 11as been presented by the Corn- 
mittee: and I refcr, directly, alsl to a pa~llplllet 
publisl~etl by Mr. Rlusbett, of the l l int ,  bc- 
caurc the tables aunesed to i t  are essentially 
uscftll to the inquiry, and are not fou~ld, at  
leaat not in so convenient a shape, in the Ap- 
pendix to the Report. 

At tile commencement of the last session of 
Parliament, a select Coinn~i t tee of the I-Iouse 
of Cornnlol~s was appointed to " Inquire into 
the cause of the high price of bullion, and to 
take into considcratioll tlie state of the circu- 
lating mediuin, and of tlie rscllanges between 
Great Britain ant1 foreign parts." The Com- 
mittee sat upwards of three months, and, at  the 
latter end of the session, presentecl a Xeport, 
with a copious Appendix of evidence and do- 
cuments, which supplies, in grc'at ineasure, 
the deficiency complained of i11 hir, Ricardo's 
arrork. 

A rigid inquiry into the accuracy of opinions 
clecjsively pronounced by such 11ig11 authority, 
on a sul~jcct of vital importance to the national 
interests, might, under any circun~stances, be 
justified; but tliere is icore tlian usual cause 
for inquiry in the pl-csent instance, because 
the opinions of the Comniittee are altogether 
a t  variance with those of the l~ersoi~s selected 
for examination, ant1 ~1~110 must be presumetl 
to have beep, a t  least in the judgeinent of the 
Comnlittee, most conversant with the subjects 
brought before them ; there are, therefore, t\vo 
opposite opinions before Parliament, on the 
influence, for instance, of tile greater or less 
amount of ballk-notes in circulation, on the 
Course of exchange, and the price of bulljoll ; 



the one theoreticaI, forming the substance of the 
Report, the other ~ractical, and pervading the 
Appendix. 

TTiider these circumstances, what opinion 
shall the public addpt?-what course is Parlia- 
ment to hold ? " IVhen a theorenz is proposed 
to a matlleinatician, the first t l~ ing  he does ~vitli 
it," says Paley, " is to try it on a simple case ; 
if i t  produce a false result he is sure there 
must be some error in the demonstration."- 
The public must proceed in this way with 
the Report, and submit its theories to the 
test of fact. 

The question referrecl to the consideration of 
the Committee, viz. the cause of the high 
price of bullion, meets no direct answer in the 
Report;-but the Committee has offered a va- 
riety of opinions, and Iaici down several axioms, 
(the truth of which I am presently to ascertain,) 
from which they deduce the inference, that the 
present high price of bullion arid low rates of 
exchange are caused by an excess in the a- 
mount, and consecluent depreciation in the value, 
of bank-notes. Tlie nature of the argument, on 
whicl~ this opinion is founded, cannot be more 
collcisely or satisfactorily stated than by (]i- 
rect refere~r,ce to the passages in the Iteport, 
and the corresponding passages in the other puhli- 
cations I have named, applicable to this part of 
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the subject. This notion was first ~ ~ ~ g g e s t e c l  by 
&lr. RicarcIo, who states, " That Parlinnlent, 
by restricting the Bank from paying in specie, 
have enabled the conductors of that concern 
to increase or decrease, a t  pleasure, the quantity 
and amount of their notes. (1st Ed. p. 23.) 
Mr. Mushett says, " There can now exist no 
possible obstacle to the increase of their notes 
but what their onrn prudence suggests." (p.4 1 .) 
And the Conlrnittee state, expressly, that " The 
suspension of cash-paymen ts has had the effect 
of coinmitting into the hands of the Directors 
of the Bank of England, to be esercisecl by 
their sole discretion, the important charge of 
supplying the country 11rith that quantity of 
circulating medium, which is esactly propor- 
tioned to the wants and occasions of the public." 
(Rep. p. a4.) 

I n  the exercise of this power tlie Bal~li, it is 
assumed, has not been su6ciently guarded ; 
and the consequence is, according to ASr, Ri- 
cardo, " That the paper-currency of this country 
has long been, and now is, (l3ec. 1,  1 SOY,) at 
considerable discount, proceeding from a su- 
perabundance of its quantity." Mr. hIushett 
says : " Since the Bank-Rtstriction-Bill took 
place i t  has been generally supposed, that the 
excessive quantity of bank-notes in circulation 
has eallsed a corlsiderable depreciation in their 



value :" (p. 40.) and the Committee has formed 
an opinion " that there is, a t  present, an excess 
in the present circulation of this country ;" and 
" that the excess is to be ascribed to the want 
of a sufficient check and controul in the issues 
of paper from the Bank of England." (p. 30.) 

And as these writers agree in the fact of 
excess, or superabundance, of the paper-cur- 
rency of this country, so do they also concur 
in  the sign of its existence : '' The sign of' 
this excess and depreciation .has been a per- 
manently unfidvourable exchange," says Mr. 
Mushett. <' The exchange," in the opinion of 
MI-. Ricardo, " will form a tolerably accurate 
criterion, by which ure may juclge of the debase- 
ment of the currency, proceeding either from a 
clipped coinage or n depreciated paper-money ; 
because, whilst paper can be exchanged for 
uurlebased coin, the exchange can never be 
more above, or more below, par than the ex- 
penses of transporting the precious metals :" 
(p 18.) and the Committee report to  the house 
their " most clear opinion, that so long as the 
suspension of cash-payments is permitted to 
subsist, the price of Gold Bullion, and the gen- 
neral course of exchange with foreign coun- 
tries, taken for any considerable period of tinze, 
forin the best general criterion from which any 
inference can be drawn, as - t o  the sufficiency 

o r  excess of paper-currency in circulation," (Rep. 
page 2 I,) ant1 this opinion appears to be founded 
011 the principle, which the Committee assumes 
to be indisputable, " that the difference of ex- 
change, resulting from the state of trade 
and payments between two countries, is limited 
by the expense of conveying and insuring the 
precious metals from one country to the other." 

(P. 11) 
On these points there seems no difference 

whatever in the three Treatises ; the coincidence 
of opinion, and even of expression, is as close 
as possible, and the Committee appears to speak 
the common sentiment of those who consider 
the paper-currency to be excessive, when they 
sun1 up their previously-expressecl opinions in  
these words : "that there is at  present all excess 
in the paper-circulation of this country, of wl~icli 
the most unequivocal symptom is the very high 
price of Bullion, and, next to that, the low state 
of  the continental excllanges : that this excess 
is to be ascribed to the want of a sufficient check 
and controul on the issues of*  the paper of the 
Bank of England, and originally to the sus- 
pension of cash-payments, wllicli ren~oved the 
natural and true controul." (page 30.) 

My purpose is to ascertain the sufficiency of 
the grounds on which these opinions are found-, 



ed,-the truth in point $ f a c t  of the several 
proposiiions laid down by the Committee. 

1st. That the variatio~is of the exchange wit11 
foreign countries can never; for any considera- 
ble time, exceed the expense of transporting 
and insuring the precious metals fisom one coun- 
try to the other. 

ed. That the price of Gold Bullion call never 
exceed the mint-price, unless the currency, 
in which i t  is paid, is depreciated below the 
value of gold. 

3d. That, so fdr as any inference is to be 
drawn fro111 Custom-House returns of exports 
and imports, the state of the exchanges ought 
to be peculiarly favourable. 

4th. That the Bank,*during the restriction, 
possesses exclusively the power of limiting the 
circulation of bank-notes. 

5th. That  the circulation of country bank- 
notes depends upon, and is proportionate to, 
the issues from the Bank. 

Lastly. That  the paper-currency is now ex- 
cessive, and depreciated in comparison with 
gold, and that the high price of Bullion and low 
rates of exchange are the consequences as 
well as the sign of such depreciation. 

Before I attempt to investigate the truth of 
these propositions, by referelm to the docu- 

ments with which the Report has fllrnished 
n it may be convenient to ascertain what, 
on a full ad~nission of all the arguments and 
reasonings of the Comn~ittee, is the extent of 
the evil they point out, what the present state 
of the national currency, as resulting from the 
criterion established in the Report. 

There is annexed to Mr. Mushett's pamphlet a 
table, shewing, ist, the rate of exchange with 
Hambro'and Paris, for 50 years past, arid llo\v 
much i t  has been, in each instance, above or 
below par. 

2d. The price of gold in London, and a com- 
parison of this price with the English standard, 
or mint price. 

34. The amount of bank-notes in circulation, 
and the rate of their assumed depreciation, by 
a comparison with the price of gold. 

On reference to these tables i t  appears that, 
for about two years antecedently to the suspension 
of cash-payments, the exchange had been, in 
some degree, unfavourable to England; that, a t  
the immediate period of the suspension, and for 
two years and a half succeeding that measure, 
from Nov. 1796 to July 1799, the exchange 
was very greatly in favour of England, and gold 
a t  the mini-price. That, between the end of 

- 1'799 and 1802, the exchange was against Lon- 
don and the price of gold considerably above 

C 



the mint-price. That, from the end of 1802 
to the end of 1808, the exchanges were for six 
years considerably in favour of Great Britain, 
and the price of gold stationary, a t  23 per cent. 
above the mint pl.ice. " Sobseque~l t l~  to 
the end of 1808 the exchanges have fallen, 
the price of gold has iisen as before stated, and 
these circun~stances have led to the investigation 
of the Committee. 

I t  results from this reference, that, admit- 
ting the criterion established by the Report, as 
the test of an exccss of paper, the grievance 
conlplainecl of is of recent date, that i t  had no 
esistence for six years previously to 1809, and 
that the circulation of bank-noies during this 
period ditl not therefore exceed the natural 
wants of the public and was not excessive. 

This inference appears undenial~le. I do not 
~nean  to infer that 17 or 18 n~illions of bank- 
notes then in circulation may not be too xuuch, 
under ot l~er  circunlstances; but I concl~~de,  that 
Mr. llicasclo's opinion, that tlle paper-currency 
lrad lo??g lee22 olcessiue, when he wrote in 1809, 
was incorrect, and that Alr. 31usl1ett 11ad not 

* It may be said, that even then t l ~ c  price 01. gold was above 
the mint-price; but it appears by the qucstiolls of the Committee 
and Mr. Goldsmid's evidence that  the suppry of goltl was 
very small, and the price of 2 4  per oz. was fixc.11 I I ~  the Bank 
s f  England, whence <'the demand exceeded a!l corrrpetition." 

referred to his tables when he stated that the 
,ign of this excess has been a permanently un. 

-, 

favourable exchange. 
It results eqoally from this theory, that du- 

ring the year 1809, and subsequently, the circu- 
lation of payer has been excessive, because both 
the exchanges and price of bullion indicate - .  . . 
such excess. During a part of this pel-loci, 

fron, July to Nov. 1809, the loss on the ex- 
change almounted to nearly 20 per cent. W e  

learn, however, fYom the Report, that, in the 
spring of 1810, the exchanges experienced a 
gradual impro\~ernent, that on Hamborgh rosc 
from 28, the lowest rate, to 3 1, that on Ams- 
terdam from 30 to 33 : 5, that on Paris 
from 19 : 6 to 2 1 : 1 1.  " The exchange on 
Harnb~lrgh appearing (as stated in the Report) 
to  be 9 per cent. that on Amstenlam 7 per 
cent. and that on Paris 14 per cent. a p i n s t  
this co~intly. " - Thcse calc~~latiolls do not ex- 
actly agree with those of Mr. Musllett ; adrnit- 
ting, howeves, the correctness of the state- 
ment by the Committee, a small proportiol~ 
only of the loss t11~1s experienced on the 
exchanges wirh, the continent is to be ascribed, 
accorclil~g to the opinion of the Committee, to 
the clepreciatiol~ of our currency. 

I t  is a principle laid clown by the Committee, 
and which they coilsicler to 1iare been long 



settled and understood, " That the difference 
of exchange resulting from the state of 
trade and payments between two countries is 
limited by the expense of conveying and insuring 
the precious metals from one country to the 
other." I t  will be equally admitted that, in 
the event of an unfavourable balance of pay- 
ments, the depression of the exchange must ne- 
cessarily attain this limit, before the balance 
caE be acljusted by the exportation of gold. 

The Committee endeavoured to ascertain the 
extent of this limit, that is the expense of send- 
iiig bullion abroad, under present circom- 
stances, ancl they come to the conclusion. 
" that this expense in the last half of the last 
year (1809) did not exceed 7 per cent.-and 
they observe that an expense t o  this extent 
does not afForcl an adequate explanation of a 
fall in the exchanges so great as fiwn 16 to 20 

pcr cent. brluiv par. " Tlic increased cost," 
they acid, " of such remittance would explain, 
a t  those mon~cl~ts  when the risk was greatest, 
a fall of something more than 7 per cent. 
in  the exchange with Hamburgh and Holland, 
and a frill atill greater perhaps in the exchange 
with Paris ; but the rest of the fall, which has 
actually talien place, remains to be explained 
in some other manner." 

~ 1 , ~  of sending gold abroad was 
ill no degree less in the spring of 18 10 than 

in autumn of 1809 ; and it follo\17s, there- 

fore, that, accordillg to the statements of the 
the loss on the Dutch exchange, 

in the months of &larch and -4pril last, was 
exactly equal to the expense of sending gold 
as a renlittance ; on that on Hambrugh 2 per 
cept. greater ; and that, on the exchange with 
Paris, i t  was undefined, because the expense 
of sending p l d  to Paris was not ascertained. 
According to hfr. Mushett's calculatiol~s of the 
par between London ancl Paris, the loss on 
the French exchange was 2 per cent. more 
than the expense of sending gold to I3olland :- 
As this was the state of things for some months 
prior to the date of the Report, and at 
the period when i t  was presented, i t  will, 
perhaps, with some, be a subject of regret 
that the passage referring to the extreme of 
the lowest depression of the escliange wae 
not expunged, as the event had ip~oved it to 
be one of those temporary erects which the 
Committee had previously determined to dis- 
regard. 

TVhether, however, the tlifference, which re- 
mains to be accounted for in sorne other manner 
be 2 per cent. or 11 per cent. it is not necessary 
to travel . out . of t11e Report to assign a cause 



for it, without recurring to depreciation :-" Re- 
ferring to the evidence of a continental merchant, 
on whose opinion tlie Committee appears to 
place much reliance, they state :-" That poli- 
tical events, operating upon the state of trade, 
may often have contributed as well to the 
rise as to tlie fa11 of the exchange; and, in 
particulal; that the first remarkable depression, 
in 1809, is to  be ascribed, as has been stated 
in the evidence already quoted, to  conzmercial 
events, arising out of the occupation of the 
north of Germany by the troops of the 
French. Emperor; the evil has been, that 
the exchange, when fallen, has not had the 
full means of recovery, under the existing 
system :'-these means are explained to be, 
" the clanrlestine transmission of guineas, which 
improved i t  for the moment by serving as a 
remittance." 

Thus, then, it appears, that, on a full ad- 
mission of a11 the principles adopted by the 
Committee, and of their application to the 
present case, the foreign exchanges were, a t  
the time when the Report was presented, 
and for three months prior thereto, about B per 
cent. below the natural limit of depression; that 
this excess was the emnant of a much greater 
depression, occasioned by political events in 
the preceding year, during a period in \vhich 

tile llleans of exporting English gold coin, at 

the mint-pri~e, in payment of debts, were 
wit~lheld.-When i t  is stated that, for 6 months 
,;me the date of the Report, the exchanges 
have continued a t  or about the same standard, 
or rather higher, and that a t  psesent the loss 
on the exchange is barely equal to the expense 
and risk of transporting gold, it will probably be 
thought that the question, as a practical question 
of national importance, is altogether a t  rest.- 
That  there is no necessity, at  least, for the 
adoption of hasty remedies, even though the 
correctness of the general reasoning of the 
Coinmittee sl~oulcl, on full inq~xiry, be conceded. 
But1 do not admit itscorrectness: I do not believe 
that the fall of the exchange and the encreased 
price of bullion indicate escess and consequent 
depreciation of our paper-currency ; and I doubt 
it, because the premises, on which this opinion 
is founded, are unsound, and the conclusions 
contrary to experience. 

The  basis of the argument of tlie Committee, 
to the examination of which I now proceed, 
is that which I have shortly stated in page S 
as the first proposition, uiz. " that the difference 
of exchange, resulting from the state of trade 
ancl payments Letweell two countries is linlited 



by the expense of conveying and insurhg the 
precious metals from one country to the other; 
at least, that i t  cannot, for any considerable 
time, exceed that limit :" (Rep. p. 1 1 .) there- 
fore, all excess of depression on the exchange, 
beyond the expense of conveyance, is to be 
attributed to depreciation of our currency. 
This proposition is so fully admitted, and so 
broadly stated, in each of the p~~blications to 
which I have alluded, that i t  is not even guarded 
by the condition, that the country, bj7 ,yvliich 
the balance of payments is due, shall possess 
bullion or specie sufficient to liqlidate it ; but, 
boldly as  the principle is asserted, and strongly 
as reason appears to sanction it, I insist that it is \ 

not geaerally true, and that it is a t  variance with 
fact. 

It is stated, iiz the Report, from the eri- 
dence before the Committee of 1797, that 
the average expense, at that time, of con- 
veying specie from London tu Hamburgll, was 
31 per cent. yet, on reference to the course of 
exchange with Hamburgh, in Mr. Mushett's 
tables, i t  appears that, from the beginning of 
1797 to  the ~nidtlle of 1799, the exchange 
\$as continually in Favour of Great Britain more 
than twice the expense of conveying gold;- 
and, for eighteen months of that time, I 1 to 
12 per cent. in our favoul, or from 9 to 

3 oer cent. beyond such expense: nor does 
tllis profit appear to have occasioned any 
- 

importation of gold, which, dur- 
ing this period, rose to the mint-price, although, 
for several years before, it had, nominally at 
least, been below it. 

I n  the years 1764 to 176S, prior to the recoin- 
age, when the imperfect state of the coins occa- 
sioned to be 2 to 3 per cent. above the mint- 
pice, the exchange with Palis was 8 to 9 per 
cent. against London,-at the same time the 
exchange with Hamburgh was, during the whole 
period, 1 to 6 per cent. in favour of London ; 
here appears, then, a profit of 12 to 14 per 
cent. for the expense, in time of peace, of 
paying the debt to  Paris with gold from Ham- 
burgh, which must have exceeded the fact by 
a t  least 8 or 10 per cent. and it  is worthy of 
remark, that the average exchange with Ham- . 

burgh, for the years 1766 and 1767, of 5 per 
cent. in favour of London, added to 2 per 
cent. the price of golcl above the mint-price, 
constituted a premium of 7 per cent. on the 
inlportation of gold into England, or, deduct- 
ing 18 per cent. for expenses in time of peace, 
a net profit of 5 per cent. yet the exchange 
was not rectified thereby. Again, in 1775, 6, 
and 7, after the recoinage, we find the exchange 
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on Paris 5, 6, 7, 8, per cent. +ytibst Londolg 
in time of peace, when half the amount woullck 
have conveyed gold to Paris, and one-fourth 
have paid the debts of Paris a t  Amsterdam.- 
In  the years 1781, 2, and 3, being years of 
war, the exchange was constantly from 7 t o  
9 per cent. in favour of Paris; ancl, during 
this period, gold was the m m o n  circulation 
of this country, and the Balk was cotnpelled 
to provide i t  for the public aE the mint-price.-- 
It has been aIreacIy shewn how little effect 
the precious metals ]~l-ocIoced towards equalising 
the exchange with Itamburgh, [during the yeais 
3.797 and 1798 ; and another ihstance may he 
adduced in tlre years 1804 and 1805, when. 
the Palis exchange varied fmm 7 to 9 per cent. 
in favour of London. 

In every case here cited the 'fluch~ations of 
the eschanges greatly exceeded the expense 
of conveying gold fiom one country to the 
other, and to a much greater degree in nlost 

of them t l ~ a n  in the present instance; the1 
circun~stances of the times were, i t  will ~eaclily 
be acfmitted, more favoumhle to intercourse, 

on tboso occasions, tlran they now are, and 
the state of metallic circulation afforded facib 

lities not now experienced here. Yet, nnde~? 
all these advantages, the pri:lcipic assumed by 
tlie Committee was not operative, and cannot 

*berefore be admitted as a solid foundation 
for tile s u p e r s t r ~ ~ ~ t ~ ~ e  of excess and deprecia- 

$ion, to be raised upon it.--If it 

be d d  that pobably, un these several Occn- 
,ions, gold was proportionqtely clear on the 
spot to which the exchange was unfavo~~sable, 
I admit the fact as probable, because I am 
without evidence respecting i t ;  but, if tlrc 
p i c e  of gold abroad enters necessarily into 
the calculation of the "aatural limit" of depres- 
sion of the exchange, then the course of foreign 
exchanges, rectified by the expense of sending 
gold abroad, does not form a j~rs t  criterion of 
;the aclequacy or excess of our circulating 
medium. -- 

There appears also a defect in the application 
s f  the principle to the particulas case uncles 
the consideration of the Conlmi ttee.- 

It is adrnittecl in the Report "that the first 
remarltable rleprcssion of the escbaugc, in 180.9, 

is to be ascribed to commercial events, al.isiny 
out of the occupatio~l of the north of Germally 
by the troops of the French emperor."--(p. 16.) 
If a depressiop equal to thl.ee times the cost 
of sencling gold be adn~ittetl as the effect of 
any other cause than cleprecia~ion of cti rrency, 
it can be considered as not ove~tt~rning the 
principle of limitation, only by viewing the till 
in  guestion as an " occasional c1epression;"-- 



but, if taken as an occasional depression only, 
(as the event indeed proved,) how can it be 
brought forward as evidence of an excess of 
currency, the Can~mittee having established 
" a considerable duration" as a necessary con- 
dition to render the course of exchange a just 
criterion ? 

The circumstances I have stated, respecting 
the exchanges on former occasions, were not 
perhaps brought under the notice of the Com- 
mittee; but they had two facts prominently 
before them, bearing immediately upon the 
quest i~n,  of which they have taken no notice.- 
Mr. Greffulhe offered this problem to the Com- 
mi ttee : '' During the depreciation of English 
currency on the continent of Europe, a pre- 
miunl was paid for it in America in hard doI- 
lars." The balance of payments may be against 
us with one country, and in our favour with 
anothrr ; and, if the exchange is regulated by 
this balance, i t  will exhibit corresponding ap- 
pearances, particularly where those countries are 
remote. But, if the currency be depreciated be- 
low the value of gold, it is so positive&, not 
relatively, and all exchanges must equally feel 
the influence of the depreciation. 

The other fact I learn from the paper 65, in 
the Appendix to the Report; between January 

1809 and May 1810, the Swedish exchange 

rose (akinst Sweden) 25 per cent. and was at 
hat date 94 per cent. in favobr of London.- 
what are  the circumstances of Swrdish cur- 
rencj-? W e  collect them incidentally from the 
..amination of Mr. --a continental mer- 
chant ( p. 75 )-" Have you ever known the 
exchange to fall to the extent of 12 to 15 per 
cent. in any part of Europe, in which it was 
aonl~uted in coin, containing a fixed quantlty - - -- 

of gold or silver, or in paper, Or bank-money, 
exchanged at a fixed agio either for such gold 
or silver, or for gold or silver bullion of definite 
amOUnt.)'-An~. "No, never ; eL2*cept in countries 
where the export o f  their currency has bee= 
e f i t u a l l y  prohibited, sueh os Smeden; I do not 
recollect any other country where paper, resting 
upon the foundation of coin, the latter is effec- 
tually prohibited from being exportetl."-Q. How 
is that prohibition made effectual in Sweden? 
'' By the bank not issuing specie to any amount, 
when the exchange is depreciated".-Sweden 
was greatly indebted to England, for goocls sent 
'thither for the supply of the continent and 
north of Europe.-Gold could not be exported, 
and therefore the premium on remittance by 
bills was great ; this seems a very natural effect, 
and one which will not surprize any one; yet 
to account for an effect exactly sin~ilar, under 
similar circumstances, we are required to ad- 
mit that our paper-currency is depreciated, 
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wliilst the Americans were giving a premium 
for it in hard dollars. I t  will be recollected 
that the question now agitated is nor whether 
any inconvenience attends the substitution of pa- 
per for gold, as the mediurn of circalatian, but 
whether that paper be now excessive in amount, 
and depreciated in value.-As the result of the 
facts I have adducetl, I assume that from the 
state of the foreign exchangesno such inference 
can justly be drawn.* 

* The terms favourable and unfavourable applied to the 
eschange are, perhaps, sufficiently understood, as indicating a 
corresponding balance of trade and payments; but a favour- 
able exchange is frequently a very unfavourable circumstance, 

and oice vtrsn'. A Eritish merchant sent goods to Sweden for 
sale early 111 1809 ; they were valued a t  1000 r is  dollars; the 
excliange being at  four rix dollars per pound sterling, they 

would then have produced, by remittance, 2 250. They 
were actually sold for 10D0 rix dollars in the beginning of 
1810 ; and, remitted for a t  the exchange of five, produced 

$200. Tlle funds for the bill were provided by a consign- 
lnc~lt of goods from Sweden; and England, therefore, recei- 
ved goods worth S 200 in payment of the original export 
instead of % 250, ~vhich it woulJ have received had the ex- 
change not become so favourable. In a more familiar instance, 

England benefits by 911 unfavourable exchange. When the 
Dutch had large sums in our funds, the dividencls were re- 
mitted periodically, and a real or supposed denland for bills 
on Holland, a t  those periods, occasioned a fall on the ex- 

change. Thirty-three shillings Flemish, for instance, were 

given in exchange for a pound sterling, instead of 34s. The 
exchange was, therefore, less in favour of London. Yet i t  is 

The committee considers, however, the price 
of gold as the inost certain sign of excess and 
depreciation. 

s6 An ounce of standard gold-bullion will not 
fetch lnore in our market t h ~ n  $ 3  : 17 : ]Oh 

& 3 : 17 : 10$ in our actual currency is 
quivalen t to less than an ounce of gold ;" yet 
,pld-bullion does bear in London a higher price 
than this standard or mint-price ; whence a de- 
preciation of the paper is infe~*red, which Mr. 
Mushett estimates to have amounted, in Sepd 
tember, 1809, to 2 13 : 7 : 0 per cent. \Vhilst 
sanctioning this old, and in the abstract in- 
controvertible, theory, and, as applying i t  to the 
present case, the Committee do not appear to 
have recollected, that, having admitted an ade- 
quate cause for the fall of the exchange, from 
commercial and political events, the increasecl 
price of gold-bullion t o  any extent, within the 
equivalent of the depression, is only a conse- 
quence ; and the documents in the Appendix 
shew that the price of gold-bullion 'lid not a t  
any period of the depression of the exchange 
exceed the price which it was worth as a remit- 
tance, con~pared with its value in foreign mar- 
kets. From tlae calculations furnished by Mr. 

evident that on every 33 pigs of lead, blocks of tin, or ounccs 
of gold, sent to IIolland, to provide funds for payment of the 
dividends, one pig, block, or ounce, was saved to this country. 



Greffull~e to the Committee, (Appendix 58,) 
i t  appears, that, in the spring of 18 10, an ounce 
of gold, of English standard weight, was worth, 
a t  Hamburgh, $4 : 17 : 0 sterling, the price 
being 101, and the exchange 59s. At this 
time the extreme price of bullion, in London, 
was 2 4  : 12 : 0, or 3-4 per cent. below the 
price a t  Hamburgh. A t  the same time the 
price of gold, a t  Paris, exceeded its value here 
by 8f per cent. and, at  Amsterdam, by 7 per 
cent. a t  the then current exchanges. The  ex- 
pense of conveyance to Holland being then 
about 7 per cent. gold would not then pay 
for importation, neither would i t  be exported, 
merely with a view to profit, though i t  would 
be exported, and was in fact exported, in pre- 
ference to bills in abundance of instances, which 
might readily have beell ascertained by the 
Committee. On reference to the paper, No. 60, 
in the Appendix to the Report, i t  appears, that, 
in June, July, August, and September, 1809, 

the price of gold, a t  Hamburgh, was 104% 
and the exchange 28 s. if a t  101, and 29 s. there 
was a profit on the export of gold from hence 
to Hamburg11 of 51  per cent. i t  follows that 
a t  104f, and 98s. t l~ere was a profit of lag ; 
or, deducting the expenses of conveyance, that 
gold, if bought here a t  2 4  : 1 %  : 0 per ounce, 
was a cheaper remittance by 54- pet. cent. than 

bill a t  the current exchange This same do- 

cunlel~t, NO. 60, shews also, that within twelve 
mor;ths the price of gold a t  Ilamburgh varied 
from 100b to 1043, the exchaap  \vith Great - 
llritain in both instances, and during the inter- 

vening period of eight or nine months, being a t  
28 s. We find the price of gold continuing, i n  
other instances, a t  I 04, whilst the exchange 
rose from 88 s. to 29 s. I l d. even to 30s. 8 (l. 
variations of 4 or 5 per cent. in the cast of 
a remittance in gold, wllich remail~ed nearly 
stationary in its price here during the whole 

These fluctuations seem to militate 
against the intimacy of connexion ~rrhich the 
Conitnittee assumes to exist between the course 
of exchange ant1 the price of gold, in places 
where the currency is gold or convertible 
illto it. And, the facts stated, respecting the 
actual price of bullion in the foreign marltets, 
satisfactorily meet the observations of the Com- 
mittee, implying that they discover no atlvance of 
the price of gold in those markets analogous to 
that ~vhichllils obtained here. Refering t o  Mr. 
Greffulhe's documents, No. 58, they observe, in- 
deed, that it is important, '' as i t  shews that 
" the actual prices of gold in the foreign mar- 
kets are just so much lower than its market- 
price here as the difference of exchange 
amounts to." Mr. Grcff~~lhe's observations 
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011 this paper convey a different ili~pression : 
c I One of the papers I have delivered in sl~ev-s 

(he says) the foreign prices of gold reduced 
into sterliiig money at the present lorv rates 
of exchange, n~rcl the excess above tke  ma?-ket- 
price liere 7 7 z . r ~  be cotzsidered as about equal 
t o  the chorges q/' co~rileya~lce,'' (page 3) ; ;nor 
is this excess of price at  Ha~ubug l l  merely re- 
lative, and arising out of the exchange. I t  ap- 
pears by the pnpci; 56, in the Appendix, that 
the prices of gold a t  IIan1burg.h have, in the 
two last )cars, risen considerably, as the fol- 
lowing extract shcurs " highest and lowest pri- 
" ces of gol(1 at  I-Iamburgh, in the years 1 806-7, 
and 1808-9. 

loncst. highest, lowest. highest. 
A t  IIamburg11, ISOG, 98- 103 ~ S O S ,  102 106 

'i'hc price of gold, a t  IJamburg11, was, therefore, 
bct~vcrn t h e e  and four per cent. lligl ]el; on the 
;lvenigc of the yeala 1808 and 9, tilan in the 

tivo years ~vilich j)recedcd thenl. I observe, 
also, that tlle fluctuations in the price of golcl, 
a t  I I ~ t ~ i ~ b o r g l ~ ,  where, as the Report inforn~s 
us. " Silver is not ooll; thc mcasiire of all es-  
changeable value, but is rendcred an invariable 
(or unuary i11g) imeasure," have, witbin a period 
of two years2 an;ounted to no lrss than eight 
pcr cent. 

But, i t  will be mid, gold at  I Iamb~irgl~ is a 
; here it is the standarcl of value ; 

anrI an ounce of goltl cannot sell for more than 
an ounce of gold of equal quality, unless the 
nlcdiu~n of payment is of less value than an ounce 
of gold : and 1\11. Nlushett is of opinion, " that 
tlle price of gold can in reality, at  no time, bc 
nbovc its mint-price, ancl that its being so a t  
present in appearance is caused by the escessivc 
quantity of bank-notes in circulation." 

This is the strong holtl of the theorists, and 
I shall not attack it otherwise than by fact. - 
The theory may, Ilowever, be correct, and its 

a Ion erroneous. a p ~ l i c  t' 
I n  the Rcport of the Coinmittce, I fincl this 

statement, page 4. ( (  Upon referring, for a 
collrse of years, to the tables, which are pub- 
lislled for the ~1st: of the merchants, such as 
Lloytl's List ancl Wettenhall's Course of Es- 
change, your Com:nittee havc fo~ulcl, that, from 
the micltlle of the year 1773, when the refor- 
mation of the coin took place, till nborrt the micl- 
dle of the year 1799, two years after the sus- 
pension of cash-payn~ents by the Bank, the 
market-price of stanllnrd gold in bars remained 
steadily uniform ; ~ t  the price of 2 3 : I T  : 6, be- 
ing, wit11 the small allowance for loss by deten- 
tion a t  the mint, equal to the mint-price of 
2 3 : 17 : lo+, with the exception of one year, 



fro111 blaj-, 1783, to May, 1784, rnl~ell it was 
~ccasio~lally a t  3 3  : 16 : 0 ; during the same 
period, i t  is to be observed, the price of Portu-  
gal gold coil2 was occasionally as high as 
$4 : 8 : 0; and your Cotnnlittee also observe, 
that i t  mas stated to the Lord's Con~nlittee, in 
1797, by Mr. Abraham Newland, that the 

Bank h d  been frequently uhliged to buy gold 
higher than the f?zi,zt-price, and, upon one oc- 
casion, garc as much for a small quantity, 
avhicli their agcrit procured in Portugal, as 
df: 4 : 8 : 0. But your Committee find, that 
the price of standard gold, in bars, was never, 
for any length of time, iliaterially above the 
mint-price during the whole period of t renty-  
four years, which elapsed from the reformation 
of the gold-coin to the suspension of the cash- 
payments a t  the Bank." 

I submit the whole passage to my readers, 
that I may not risk misrepresenting its mean- 
ing, wl~ich I profess not to understand. The  
Con~mittee cannot mean, that the value of stapcl- 
ard gold in the market was only 3 : 17 : J o$, 
or ,$3 : 18 : 0, when the Postugal gold, from 
tvhicli it was made, was worth $4 : a : 0. To 
me i t  appears evident, that thc sentence re- 
specting Bank purchases, beginning " during 
the san~e  periorl," and ending a t  " 2 4  : 8 : 0," 

was introduced after the Report was framed, 

its operatioil on the statement not exactly 

1t appears also to have escaped tlre notice of 
the Colnmittee, that, in 1795, the directors of 
the Bank statecl to Ms. Pitt, that the price of 
gold was £ 4  : 3 : 0 and ,&4 : 4 : o per ounce; 
and that their guineas being to be purclzased 
a t  £ 3  : 17: lo+ pointed out clearly the ground 
of the fears of the Bank of a continued demand 
for them, (see Report of Lord's committee 
anno 1797.) 

The fair inference from tlie information gain- 
ed from I ir .  Newlancl, and from the Bank di- 
rectors, seems to be this : that, although i t  ap- 
pears, by the printed lists, that, during the 
avhole period between the recoinage and sus- 
pension of cash-payments, standard gold never 
exceedecl the mint-p~ ice more than the differ- 
ence between & 3 :  1 7 :  and & 3  : 18: 0 
per ounce, yet that, in fact, the foreign gold 
coin froin which such staiitlnrd gold was made 
did sell for 2 4  : 3 : 0 ant1 2 4 : 4 : 0. That  
the Bank was in the habit of paying these 
prices, and, on one occasion, paid 2 4 : 8 : 0, 
or 13 per cent. above the mint-price. D~lr ing  
this period bank-notes mere a t  once convertible 
into gold, and the coin was in the most per- 
fect state. - The real question before us is, 
not what was tlie price of that gold whicll the 



BanIt was colnpelled to deliver to the public on 
demand a t  2 3  : 17 : 104, but what was ,the 
price at  which gold could bc elsewhere ~ b -  
tzined? £ 4  : 3 : O. -2 4 : 4 : 0, say the Bank 
directors. Aye, 2 4  : 8 : 0, says Mr. Newland. 
An ounce of standard gold did then sell for 
more than an ounce of stai~darcl gold. This, 
says Mr. Ilfusllett, is i1npossib1e.-" I do not say 
it is possible ; I only say it is true." - 

Tlie Conlmlttce is not, horvcver, quite so 
perenlptory ; they have cliscovcrccl, that standard 
gold, in bullion, 111ay be \vortll 5a per cent. inore 
than golcl in British coin ; because the one, bcii~g 
an exportable cori~modity, ancl the other not so, 
may be worth .5+ per ccnt. illore to him u ~ h o  llas 
occasio~l to send it abroad; and Mr. Goldsmitl 
had told them the fact was so.-This aclmissioi~ 
is like the letting out of water; i t  is impossible 
to foresee wllere it will run or mliere it will 
stop.--Be it granted, that the rubbing of guineas 
deteriorstes E~~gl i s l l  gold in coin, as compared 
with gold in bars, 1 pcr cent. That the con- 
science of thc esportel; and the value of a 
false oath, are correctly estimatcd by the Com- 
mittee at  4% per cent. (page 6,) ~vllich two 
circun~stnnces accourlt for the increasetl price 
of 3 or 4 s. an ounce, whicll foreign gold Lcars 
orer that produced from British coin. What 
~ccasioils the difference in value ? - the demancl 

for esportnt i~n May not tlris demanrl increase 
ill its proportion to the supply of exportable 
golrl ; nlay not consciences grow iuore tender, 
as custom-house officers become nlore active?- 
Tlie principle being admittetl, that foreigu golcl 
has an extrinsic value beyonrl Englisll golrl, 
how can tlle Committee limit its operation ? and 
say, " that the Iiighest amount of' thc ri'epres- 
sion of' the coin * which can take place when 
the Bank pay? in golcl, is 55 per cent. (page 
6, 7.)" Tlie statement is erroneous as a fact, for 
2 4  : 3 : 0 or 2 4 :  4 : o per ounce, which the: 
Bank paid for foreign gold in 1795, is, on aver- 
age, an advance on the mint-price of 7 ;  per 
cent. and the extreme case of s 4  : 8 : 0 is an  
advance of 1 a or 13 per cent. But, granted 
that the fact were as statetl, English gold is 
not now to l)e obtained (none being issued) at 
tlie mint-price ; who can then pretend to lirnit 
the value of goltl as an exportable, or even as 
a consumable, con~lnotlitj ? 'iVhcre is the p i n t  
of contact! between English ancl foreign goltl, 
upon which the con~parisou of tlieir respective 
values shall be estahlishcd ? If the dema~ld for 
foreign gold was a t  any ti;ue vcry great, anti 
the n~elting and esportation of guineas, howe- 

* This is a very si~~gular expressio~~ to denote a 11 i~ l1  mar- 
ket-pricc of bullion, and will point out to an attentive rc,adcr 
how estremely theoretical the arguments of the Report are. 



ver abundant, by ;my nreails effectually pre- 
vented, foreign gold migl~t  doublc its price in 
English gold, and yet the intrinsic value of 
guineas remain untlimini.~lled. IIow far any 
circams tances, in our present situatio~ls, run 
parallel with this suppositioa mill be seen here- 
after. 

The Com~l~it tec  hesitate, however, to aclnlit 
either a scarcity of gold or an unusual 
demand for it, and, on these pohlts, few direct 
facts are to be found ill the Appendix. Blr. 
Galdsmid stated that Iris sales of go1d in the 15 

months preceding his esaminatioll were grea- 
ter than on an average of years ; that l a g e  quan- 
titics hacl beell purchased a t  the high price by 
indhrid~als;~ that none, lie bclievecl, l~nd  bee11 
received within that period from the cont i~~ent  
of Europe ; a ~ l d  that gold llas been of late sent 
to the Brazils, instearl of conling fro111 tlience 
as formerly tllrough Lisho~~.  

It appears, by the returns from the bullioll- 
oflice a t  the Bank, Nos. 7 aud 8, in the Appc11- 
clix to tllc Report, that the total arnoullt of 
golt3 Bullion irnported and clepositecl in tlle 
bullion-office in 1809 anlountecl in valt~e to 
only . . . . . . . . . . . . . . . . . &510,225 
That, during the same period, the 
quantity of gold clclive~~ed out of 
the bullion-office aino~lntccl in value tog805,  $68 
of which only &5gs was not exportable. 

Tile amount of the importation is therefore 
such as, when compared with the an~ount  of 
exports and imports, and that of the circulating 
medium, to justify the assumption of compara- 
tive scarcity ; and the excess of delivery beyond 
the importation is sufficient evidel~ce of unusual 
demand. The point of view in which these 
facts are iinportant is that wllicl~ places the 
amount of gold imported or delivered, in line of 
comparison with the amount of paper-curren- 
cy, supposed to be depreciated on the evidence 
of the encreased price of bullion. The advance 
of 12s. per oz. on the total quantity of gold de- 
livered in one year, about 900,000 ounces, a- 
mounts to 120 or 130,0001.; and this is assumed 
as an u~~equivocal symptom of a depl.eciation of 
12 or 13 per cent. on SO or 40 i~lillions of paper, 
the probable amount of our paper-currency.- 
Yet this account of gold, trifling as it is, es- 
ceeds, as Mr. Goldsmid states, the average sales 
sf preceding years. 

I n  confirmation of their opinion, that the price 
of gold hasnot been influenced by natural causes, 
the Con~mittee obserrc, ;'that the rise in the mar;. 
kebprice of silver in this country, which haa 
nearly correspo?lded to t ha t  of the market-price 
of gold, cannot, in any degree, be ascribed to a 
scarcity of silver: the in~portations of silver 
have of late been unusually large."--This state- 
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nlent is unpardonably erroneous; for the fact 
which refutes it had drawn the attention of the 
Cornmi t tee. 

I n  hlr. Merle's evitlence, I find i t  stated, 
that silver is about 5 pence per ounce above the 
coinage-price. 

Question by the Committee.-That is about 9 
per cent. is it not ?-Answer.-I suppose therea- 
bouts. Question.-How (10 you account for the 
circumstance of gold being 16 per cent, above 
its coinage-price, and silver only 9 per cent.- 

" I cannot answer that question." Mr. Merle 
says also, that he never recollects silver so low 
as the standard price ; in fact it never has been 
so low since the days of King William.* A very 
low average, taken before the suspension, would 
fix the price of standard silver a t  5s. 3id. or 
three halfpence above the mint-price : deduc- 
ting this amount from the increased price 
of 5d. per oz. there remains an advance on the 
present occasion of 33d. per oz. or 5; per cent.-, 
wl~ilst the advance on gold is ,stated a t  16 per 

* This statemcnt is not lifcrull!/ correct. Silver was as low 
as the miht-price, for a rely short time, i n  1799. A sma!l 
quantity was sent to the ~n in t  by an individual, and an Act of 
Paslialnent was passed to prohibit its coinage, which recites the 
fact. Thc East-India Company paid, in that year, 3fd.  above 
thc mint-price for standard silver, as appears by the documellt 
(No. 13 in thu Appcndis.) The average price of silver, as ! 
have state I it, aglees wiih Lord Liverpool's information, 

cent.-The rise on the market-price of silver 
has not, therefore, " nearly corresponded" with 
the rise in the market price of gold, and the 
ample supply, noticed by the Committee, has 
had the natural effect of restraining the price ; 
and the fact adds strength to the opinion, that 
the p i c e  of gold has been augmented by its 
scarcity. 

I will refer my reader to one fact inore on this 
subject. Tlle paper No. 1, in the Appendix, 
shews the amount of gold exported for several 
years past, so far as the Custom-House have 
knowledge of it.-The account stands thus: 

Year ending first February 

1805 1606 1807 1808 IS09 1810 

Bone 17,007 3,019 13,008 14,716 69,962oz. 

I have now submitted to my readers all the 
facts and figures contained in the Report and 
its Appendix, which appear to me to bear 
directly on the propositions respecting the ex- 
changes and price of bollion, on which the 
Committee formed their opinion of the excess 
and depreciation of our paper-currency. i t  

will not escape notice that, adlnitting their 
theoretical accuracy, they involve exceptions 
to the amount of 12 or 13 per cent. on the 
admission of the Committee, when applied to 
practice. 



But the accuracy of the theory is one ques2 
tion, the correctness of its application is an- 
other, and on this point the public may rea- 
sonably entertain jealously, because the same 
theory, in the hands of the ablest rnen this 
country has known, has heen once already er- 
roneously applied, and, by such application, 
has subjected the nation to disappointment and 
inconvenience, under which we still labour, and 
to an unprofitable expense of nearly three 
millions sterling. - A theory brought forward 
by Mr. Locke, as counsel to the chancellor 
sf the exchequel; and acted upon by Sir Issac 
Newton, as warden of the mint, rnight challenge 
the worlcl for higher sanction.-Yet the recoinage 
of silver, in the reign of King Willjam, directed by 
these great men, was made on erroneous prin- 
ciples and failed in its object. Mr. Loclte as- 
sumed it as an incontrovertible principle that 
"an ounce of siivel; whether in coin or in 
bullion, is and eternally mill be of equal value; 
to any other ounce of silver, under what stamp 
or denomination soever," and he inferred from 
thence that, whenever the silver coins (then 
grievously depreciated) were restored to theit 
due weight, the price of silver bullion would 
fall to the mint-price.-At this time, silvet. 
was the cotnmon money of account, as gold is 
now ; ant1 R4r Locke seems to have considered 
that it was naturally or necessarily so.-Mea 

of less powers but more practical infornlation 
foretold to Mr Locke the evils which ~vould 
follow from the unlimited adoption of his theory, 
Sir Richard Temple, * endeavoured, in vain, 
to point out the distinction between coin and 
bullion, and to convince Mr. Loclie that the 
value of silver bullion was become greater than 
the standard or mint-price. He was not listened 
to; (he might perhaps have erred too muc& 
on the other side, which numbers were ready 
to do, ) and the recoinage took place a t  the 
old standard of 5s. ad. per ounce.-As the 
new money came out, it disappeared : between 
seven and eight millions were coined, yet 
little was found in circulation; and, within 
17 years, Sir Issac Newton reported to the 
treasury, that, " should silver become a little 
scarcer, people woulcl in a little time refuse - 

to make payments in silver without a pre- 
mium," f the standard being taken below 

* See a tract in Lord Somers' collection, dated 1696, by 
Sir Richard Temple. 

+ Earl of Liverpool's letter to the king.--As Lord Liver- 
pool could not obtain, from the public offices, any account 
of the expense of this recoinage, I refer those who take 
an interest in such subjects to an official statement of the 
public income and expenditure from the revolution to the 
quarter-day followillg the death of King William, preserved 
In Lord Somers' collection, vol. 12, whence it appears that 
the deficiency exclusive of the expense was ~2,415,140.  



the value of bullion, the coins were fnelted 
down as fast as they were issued. The 
expense of this r,ecqinage was between 
$8,500,000 and dj9,6UO7000, and it ~voujd 
probably cost as much more at present to 
remedy the defect. It will prabahly therefor? 
be aclmitted as possible, that an i~icontrovertibk 
theory may, even in the hands of the ablest 

I be erroneously applied. 

I will next call the a t t en t io~  of p y  readers 
to that part of the Report whjcl~ relates 
to the balance of trade and payments : The 
Committee is of opinion, that the fdvoura- 
ble balances of the two former years ought 
to render the exchanges in the present year 
peculiarly favourahle ; but, observing how en- 

- tirely the present depression of the exhange 
zoith Europe is refetred by rnany persons 
( being indeed all those who were examined ) 
to the great excess of our imports above our 
exports, they called for an account of the actual 
value of those for the last five y e a s :  what 
they called for they received; but, by a most 
unaccountable omission, they have never re- 
ferred to it, and appear to have formed t'neir 
opinion upon ducuments altogether irrelevant 
to the subject before them. 

I n  the body of the Report, pages 12 and 
13, are two statements of exports and imports 
for five years preceding 1810; from tbe first 

of which i t  appears, t&at the balance of the 
actalaZ valzce of exports and imports to all 
p ~ r t s  of  the world in 1809 was &14,834,000; 
by the second, i t  is shewn that the balance 
in favour of Great Britain on its trade, with 
the continent of E u r o ~ e  alolze, computed i j z  

a$ciaZ value, for theyear 1809, was 2 14,170,758, 
to which latter statement the Corr~mittee adds 
this observation. " The balances with Europe 
alone, in fiivour of Great Britain, as exhibitcd 
in this imperfect statement, are not far from 
corresponding with the general and more ac- 
curate balances before given. Il'hefavourabls 
balance of 1809, with Europe alone, com- 
puted according to the actual value, would 
be much more considerable thart the value of 
the same year in the Jbrrner general statement," 
that is much more than &14,834,000 : we ~irill 
suppose, in even numbers, 15 millions. Now 
this assertion involves an actual error of half 
its object, for i t  appears, by the papers 75 
and 76  in the Appendix, being accolints of 0%- 
cia1 and realvalues of exports and imports to ihe 
continent of Europe, that the amount of the 
actua2 value of exports in 1809 was &87,109,337 
of the iinports . . . . . . . . . . . 19,88 1,601 - 
leaving the balance in favour only X7,287,736 -- 

If the qverage of the t r o  years 1809 and 18 1b 



were taken, the balance would be S6,&00,000, 
being a difference on the two years of 

St3,600,000 ; 01; on the single year to which 
the observation, though not the reasoning, 
s f  the Committee was confined, of &',500,000, 
but this is not by any means the extent to  
which the impression conveyed by the ob- 
servation of the Committee is erroneous.- 
There is an omission of greater importance than 
tlie error I have noticed.-These Custom-House 
documents are defective, the Committee ob- 
serve, because they do uot include any ac- 
count of freight paid to foreigners, a t  this time 
peculiarly large, or of the sums received from 
them for the employment of British shipping. 
They leave out of consideration interest on ca- 
pital on either side; the pecuniary transactions 
between the g~vernments of Great Britain and 
Ireland ;-contraband trade, and tlie imports 
and export of bullion; also the important ar- 
ticles of bills drawn on government for naval, 
military, and other foreign, expenses. 

A Committee, appointed to inquire, might 
have been expected to endeavour a t  least 
to ascertain the extent and operation on the 
balance of these several items af exception ; 
but they dismiss the subject with a regret, 
that there has been some difficult37 and de- 
lay in executing an order for the account of 
the government bills. I have thought it right 

to be more inquisitive, ant1 am enabled, from 
documents in the Appendix, and where these 
are deficient fron accounts obtained from the 
public offices, to exhibit the follotving statenlent 
of the foreign expenses of government. 
Amount of bills dra\vn on the Trea- 

sury, between Dec. 1808, ancl 
Dec. 1809, (Army Extraordina- 
ries,) Appendix, 70, A 1 . . . 2 4,16!2,190 

Deduct bills drawn from the West 
Indies, Africa, and America . . 903,366 

Amount affecting the European ba- 
lance . . . . . . . . . . . . . . & 3,258,824 

The specie and bullion exported by 
the paymasters-general an~oun t- 
ed, in 180s ancl 1809, to upcvarcls 
of five n~illions, of which, in 
1809, (Appendix, 79.) . . . . . 1,540,000 

I n  addition to these sums, 
and of t l ~ e  same naturc, 
are bills dra~vn on the 
commissary-in-cllief . 323,767 

On the Pa,y-Office, (ordi- 
nary of the army,) . . 1,793,778 

On the Victualling-Office 897,095 
On the Navy-Board . . . 6?a,%so 
On the Transprt-Board . 295,705 
Oa the Board of Ordnance 2 12,753 

4,200,9 18 
G 
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%he accounts I Iiave ab- 
8-ailacdcfio not dis tinguisla 
Er~ropean from otlier 
services, admitting a de- 
duction in equal pro- 
portion to that on the 
ex t~aordi~~aries, whiclr 
i s  ascertained, about . . 900,000 

lxaves the a~~asunt rgecting the Eu- 
mpeaiz bahnce . . . . . . , . , . 3,30Cj,9 l$ 

an eatill~ating the neutral freight, I 
mill suppose the arrauuzl t paid by 
foreigners to  Britisla sGps, in 
1809, equal to  that paid by Grcat 
Brit;li*. to neutrals fur corn,+* wine, 
and brantl-y, fimm France, aatl 
lthr the intercourse between Heli- 
gdantl and the coi~tinei~t, anti 
confine the deduction .to the neu- 
tral freight in tlme Baltic trade 
alone. I have suiEcient grounds \ 

for estimating this trade, in 1809, 

66 at 200,OQO tams and upbvards, 
the rate sf freight 2 20 per, ton 

and two-thirds neutral," hence 
arises a debt of . . . . . . . . . . 51,600,000 -- 

b: 1096Y9,732 --- 
' The srnportaeion o i  cnm in six msnthr exceeded 

W , O M  quarters 

This  sun^ exceetls by tlure miIIions the l a -  
lance arising on Bxitish trade with the conti- 
nent in 1809, supposing the whale awotznt of 
our exports to have been paid for within the 
yeas. Tliis, it appears by the eviclence, was 
nut thc fact. Nor can the deficiency hare 
been macle good (accarcling to the idea of t l~c  
Gumn~ittee) by balances due from foni~er years ; 
fix, by reference to the *me clocu~oents, Nos. 
75,  76, we learn tha.t, in 1 KO$, the balttzice in 
our favour was only five millions, subject to 
detluctions of a like tlature," and that, in 1607, 
i t  was two milliuns against us, without sefer- 
ence to them, the reat w l u o  wf imports from 
tlle eontineixt of Europe llavillg 
been . . . . . . . . . . . . . . . 2 17,442,755 
and the value of exports, only . . 15,420,5 14 

----- 
Balance against ~as, .$ B,O9S,24l ----- 

Nor does the precetiiug statement adeytrately 
represent the amouirt of our foreign paymerrts. 
The pay of officers on foreign service and in 
garrisons is, for the most part, receiveci by, ant1 
<Prawn from, their respective agents. The money 
transactions with Irelard are not noticed, the  first 
feature of which is the loan of 3 millions, raibect 

In 1808, the Treasury-bills far European services 
amounted to . . . . . . . . . . . . . . . . . . I a mitlic~ns, 

and tho esportatio~~s of specie by the paymasters 38 ditto. 

These two items alone absarbing the whole halance. 



in this country for the service of that, subject to 
a deduction of about 2 inillions for interest o n  
former loans, kc. ; neither is any deduction made 
for that proportion of our exports, which being 
the produce of foreign colonies in our possession 
belong to residents abroad, 01; if sold in England, 
constitutes a debt to the Dane or Hollander. Tlie 
interest due to fol eigners, for money in our funds, 
is also left out of the account; and wl~icn, ac- 
cording to the latest computation I have seen, 
amounted to up~sards of &t'500,000 per annum ; 
but, tatten as it stands, the result is, that from the 
estimated favourable balance of fifteen millions, 
as assumed by the Committee, are to be deduct- 
ed, first, the crror in point of fact, 2 7,500,000 
ant1 nest, the account of the items 
of foreign service, &c. on the prin- 
ciples established in the Report . . 10,700,000 

----- 
constitu tiilg a real difference atiect- 
ing the argument respecting the 
course of exchange of . . . . . 2 1 P , ~ o ~ , o G o  

I need not solicit attention to the result of 
this inquiry into tlie accuracy of the opinion 
proi~~rllgatetl in tlie Iteport, viz. that the state of 
the exchanges ought, cluring the present yeas,, 
to be peculiarly fdl-ourable, but 1 offcr one ob- 
servation to the serious consideratioll of the 
public. 

I'lic ~isual cause of variations in t l ~ e  foreiga 

ttxchangcs and price of I~ul l ion being the fluc- 
tuatiolls in the balance of payments, due to or 
by Great Britain, tlie real object of the ap- 
pointment of the Comnlittee ~r-as to ascertain 
whetlier the same or any otllcr cause operated 
in the illstance referred to them. 'I'he chief ob- 

ject of investigation ~rronld natu~ally 11s tlierc- 
fore, the actual state of trade and paytuents; 
ailcl the reader of the Report presumes, that the 
facts stated, and the inti.t.cnces dra\vn, arc de- 
duced froin every procurnble tiocunient, tendil~g 
to illustrate this leatliilg point of inquiry. I n -  
stead of this, the Com~nittee l~as,  it appears, 
supposed anti assumerl the fact on wllich the 
whole question turns, without waiting for the 
means of infoi-mation, (for Ms. Irving's papers 
75 and 76 are dated on 1st of June, and the 
Report was presented on the 8th) or illaking use 
of it when in their possession. , 

The  Report statcs loose!y, that this f,~vournb!e 
balance of 15 niillions slio~~ltl be sul?jec-;etl to some 
rectifications, without ascertaining :.vIl.~t t l~cir 
eEect woulcl be ; and, onriug to this l~:lste, con- 
veys to parliament this ~ilost crroneous i l l  i,icS- 
sion, that our resourccs ant1 mcans of fc~c ign  
expenditure are still grcat ; instead oi' njjp~.isil?g 
them of a fact ~vllicii IYOUI 1, I appreI~en(l, 
have been new, and perhal>s not very :tcccljt:~- 
ble to the public, that, in 1 S07, the whole of 
our foreign expenditure, whatever it wa4, CI-3s 



addition to o debt to the continent of Earope 
of two nli!iioils sterling; that, in 1808, the  total 
of the foreign expenditure for the ordh~ary OF 
the army abroad, of Bills on the Nary, Victoal- 
ling, Tra~sport,  2nd Ortlnance, Boards, was a 
debt inc~rareti; and t11nt iu the last year there 
was a deficiency of 3 crr 4 n-rillicpns encmsetl by 
whatever proportion of 97 nlillions of esports 
was itot pitid for within the yea]: The el-iderrcc 
sf all th i s  nras Irefore the Cornmittec, or at  i ts  
amrnarlrl;  had thry tllu~rgh t fit to bring it for- 
~vartl, it is pro1~6Ic the p~tf~l ic  nrou?tl Imve tfacm- 
a1 the rate of e:ccirangc autE prim of bollio~r 
suflicien~lg accotttcrl fb~; rri t?~out engaging in 
any rcry vellenlent control ersp, respecting the 
accuracy of t11c abstri-c-t tlrca~.ies of the Report. 
Fn plnportion as our f,iith in tile Report is 

staggered, in proportion as we fie1 conipclled to 
receive w i t11 caution the opinions of thc Com- 
mittee, will those of the ~~racticnl men rise in 
estimatiorr. 111 defiance of Joeurnellts and of 
statements to Parliament on aut11ority oiC vas t  
fir-oufiibie bnlnnccs, i t  was the dcclarec? u p i n i o ~ ~  
of every sucl~ man keforc the Comnllttee, tha t  
the balance of p a y ~ n ~ n t s  has been against us, 
anct so thc f ic t  I~as  pro~ed.  

I trust it will not be thonght that T treat: 
lightly, mucli less with any thing like tiisre- 
spect, the ar,lmze?zts contained in the Report, 
and the y~tblicatio~ls to which I liavs alluded, 

I y because nly sole oljmt i a  tn 
adduct: ficte on which others may reason. It 

xvSuM ~ i ~ ( g ~ c ~ t i o ~ ~ ~ : J ~ l y  be dificult to tleny 
the a b s t l ~ ~ t  ut'r! of zllai-ay of tllr theoaies con- 

tained in .thcna ; but, if abstiactcdly true, they 
,ue not a l w q s  applicable. At a time 1v1~n  ille 

a t  least, if not the scarcity of g d d  is 
the ground of complaint, they reason on its 
operation as 3 Y ~ S  naediatrix, as if it still form- 
ed circulatillg mcdium, and was every 
%vhere attainable, Tbey spt'ali of iucreasrd ex- 
portntioi~ from rccluccd prices as a general con- 
sequence, wholly disrqardillg the opention of 
embargucs, non-in tesconase enav t111ela ts, &cell- 
~ e s ,  orders of council, and Milar lccl~cs,  in 
tlle particular case. At a xnonlent when we 
were colnpelied to receive corn, evcn from our 
4mcmy3 without the sliglltcst stipulation in fa- 

vour of our o\vn manufactures, and to paj- nc.ia- 
~ a l s  for bringing it, his. Ricarclo tclls us, t.l~at: 
the export of bullion and merchandizc, in pay- 
ment of the corn we may import, resolves it- 
self entirely ir;to a qusstion ol' interest, aacl 

that, if we give coil1 in excl~ange for goods, it 

must In from cl~oice, not aleccssity. 13'11ilst 

providixlg against famine. lie tell<; us, that rve 
shrsuld not import nlore goods than rve export, 
unless we had a redundnlvcy of currency : 1sl.i- 

ting in the end of 1809, Als. Ricardo tniiih.: 
"a necessary for Mr. Thornton to shcnr, (i l l  sup- 



port of his opinion, that a demand for bullion, 
a i d  an increased price, nlight be occasioned by 
ail inlportation of corn,) '' Why an uns i l l inc  
ness should esist in the foreign cotlntry to re- 
ceir-e our go~cls io exchange for their corn; 
and, that if such an i1nu7illingness did exist, we 
slioulcl consent to indulge i t . " - ' ~h i s ' eq~~a l i s i~~~  
system is a very just one, \vhcre i t  meets with 
no external i~npedjments; but, when applied to 
pinnctice. it appears to nie likc the experinlent 
in vacuo, where all fi iction, all obstructioo, 
licing wrnovcd, and the pourer of gravitation 
alolie allou~r(l to opcrate, the guinea and the 

feather clcscencl irritli equal velocities. The fact 
is i~ndeniably t ~ u e  under the circrilnstances of 
the esperimcnt, but it is true only witllin the 
litilils of an exl~austed receivel; and is, there- 
r e  wholly inapplicable to any of the cornnlon 
purposes of life. 

The three propositions, to which I have in the 
preceding pages called the attention of the rea- 
der, appear to have beell brought forward by 
the Committee, as well as by the authors on 
whose theories the Report is four~rlecl, to induce 
the admission of the depreciation of the paper- 
currency of this country as the necessary con- 
sequence of the impossibility of accounting for 
the depression of the excliangcs and the in- 
c-reasecl price of bullion in any other way;- 
they may be termed negative argiiments. I f ,  

by what has been brought under the notice of 
the reader, this dilemma is in any degree re- 
moved, the positive arguments wllich remain to 
be examined are relieved of a weight which 
oppresses and restricts their free operation in  
the Report of the Committee. 

The  Committee is of opinion, that the paper- 
currency is issued to excess. This opioion is 

fotlnded on two minor propositions : 
1st.. That the Bank possesses the power of 

addil1k to the amount of their notes in circu- 
lation beyond the absolute demand for paper, as 
a circulating medium. 

2nd. That their issues regulate those of tlie 
country banks, which are dependant upon and 
proportionate thereto. 

Previously to  the year 1797, the affairs of 
the Bank of England were veiled in mystery; 
the amount of their notes in circ~ilation was not 
even conjectured by the best-informed men ; 
and i t  was deemed a sort of sacrilege to pry 
into their secrets. At that period many lead- 
ing facts were made known, and information 
has since been annually con~municated to  Par- 
liament of the extent of their issues ; much ad- 
ditional light was thrown on the nature of their 
dealings, by the Finance Committee, in 1 a07 ; 
and i t  might reasonably have been expected, 
that all that could, with R propriety, be made 



public would have he11 developetI on the p r a  
sent occasion. Sitch expectation, wherever it 
was entertained, has been greatly disappointed .' 
instead of ascertaining facts which the expe- 
rience of the Governors and Directors who 
tvere examined woulcl have stamped with the 
seal of authority, the Committee has, geilerally 
speaking, called for opinions, and, where these: 
have proved adverse to the theory which it 
was intended to establish, has been more occu- 
pied ill refuting them, and proving their ab- 
surdity, tlran in ascertaining on what they were 
founded. 

In  the examinations of the Directors of the 
Bank, inserted in the Appendix, I find but two 
facts of any importance bearing 011 the question 
now under consideration, viz. the power of the 
Bank to increase at  pleasure the circulation of 
their notes, -the one was tvhollp disregarded 
and the other treated as absurd ; - both occur 
in answer to .  the cluestion ; " What is the cri- 
terion whicli enables the Bank to keep the issue 
of bank-notes within the liinit which the occa- 
sion of the pubIic requires, and to guard against 
excess in the circdlation of tlie country?"-- 
This question occurs virtually more than once, 
and the answer is this ; 1st. The paper would 
revert to us, if there were a redundancy in cir- 
culation ; 2dly. By discounting only solid paper, 

e-iven; as far as we can judge, for real transac- 
2J 

tions. 
$t woultl have beell highly interesting to 

have procured some practical illustlzltion of 
the first part of the answer, and it was iudis- 
pensibly necessary to + right untlerstahd- 
jng of the subject, to have obtained full eu- 
planation of the latter.-To the former, t l g  
Cslnmittee paid very little attention ; and they 
appear to have l~elcl the latter extremely cheap; 
yet this latter criterion seeins to be considered 
as a sort of Bank axiom, and 113s a sanc- 
tion which entitles it to more respect t l~an it 
has received. - 'lo understand this s~tbject 
aright, it is requisite to analyse, in some de 
gree, the circumstances attentling the circu- 
culation of bank-paper, Mr. Ricardo has 
assimilated the Bank of England, during 
the restriction, so far as relates to the effect6 
of its issues, to a gold-mine, the produce 
of which, being t111.ovcrn i l l  to circulation, in 
addition to a circulating rnediuln alrcacly SL&- 
ficient, is an excess ; anti has the acknocv- 
ledged effect of depreciating the value ot' t,he 
existing medium, or, in otlier wol-ds, of ralhing 
the prices of commoclities for. which i r  is 
usually exchanged. - But $11.. Ricartlo has 
not stated, what is esse~tial to the colnpsrr." 
sion, why it is that the discovery of a gold., 



mine would produce thi; effect. I t  would pm- 
duce it, because the proprietors would issue 
it, for whatever services, \vitl~out any engage- 
ment, to give an equal value for i t  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 circula- 
tion ; gold produces no benefit to the holder 
as gold; he cannot eat it, nor clothe himself 
with it; to render it useful, he must ex- 
change i t  either for such things as are im- 
mediately useful, or for such as produce re- 
venue. The  demand and consequently the 
~ r i c e s  of commodities and real properties, 
rneasuretl in gold, increases ; and will continue 
to increase so long as the mine continues to 
procluce. Ancl this effect will equally follow 
whether, under the circunistances I have 
supposccl, the 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 

.. issues of the Bank of England. 
The principle on which the Bank issues its 

notes is that of loan. Every note is issued 
a t  the requisition of some party, who be- 
comes indebted to the Bank for its amount, 
and gives security to return this note, or an- 

O t h ~  Of 
value, s t  a fixed and xior re- 

mote period, paying an interest, proportion- 
,a to the time allowed. " The notes of the - -- 
Bank of J3ngland," the Committee obserws, 
6 .  are principally issued in advances to govern- 
ment for " tire public service," (anticipations 

tile taxes and instalments of I O ~ ~ I S ,  to be 
by the pblic,)  " and in advances to the 

mercllants upon the discount of their bills.' 
~t is a consequence of this mode of issue that 

i t  costs something, namely the interest on the 
the money borrowed, to take a note out of the 
Bank. N o  note is isued in payment of any ser- 
vice, moral or physical, constitutil~g the conside- 
xation for it, and there is therefore no analogy be- 

. 

tween the circumstances of the issues from a gold 
mine and those from the Bank of England. In 
the case of an excessive issue of gold beyond 
the wants of circulation, the excess is bropght 
to market to be made procluctive, it grows cheap, 
and commodities grow dcar. In the case of 
an excess of bank-paper the remedy is more 
siniple : the " surplus," says the late Governor of 
the Bank, " would revert to us by a diminished 
application for discounts and advarices on go- 
vernment-securities." This part of the subject 
requires jllnstration, because it candot be very 
generally understood by tliose who must ulti- 
mately decide on the merits of the Report. 



The Coninlittee have entered into some detail 
in theReport, and have annexed sorne documents 
in the Appendix, to illustrate the practice which 
obtains in the transaction of business by the 
London bankers, and in the money-circulation of 
the metropolis, but their observatibns afford 
a very irladecjuate view of the subject, and the 
whole of' page 29 nlust be talien as evidence 
that, by those who drew tllc Report, the subject 
W ~ S  not perfectly understood. 

By the practice of London, strengthened by 
n ~~esolution of the Bank of England, not to 
rlisc~~unt any bill unless payable at  the house of 
n regular banker, all the commercial payments 
of the nietropolis, as well as those of the coun- 
try transacted in London, are made through the 
agency of a banker. In 19 cases out of 20, 
wherc the payment is not to a revenue-board, 
the business is transacted between two bankers, 
ol?e on the part of the debtor, the other on the 
part of the creditol-.-It is become an establish- 
utl y ractice be tween banken not to call upon each 
other for theqe payments before 4 o'clock ; and 
then mutually t i  write off or exchange the res- 
pective charge which each has upon the other,and 
to pay the difference only; by which contri- 
rilncc, so great an economy of bank-notes is ef- 
i;:cted, that an average of $290,000 of notes 
i s  ti)i~ncl s~iltjcient, according to the evidence of 

inspector of tlie clearing-house, to settle the 
balance of daily transactions to the amount of 
~~,700,000. Owing to this circumstance the 
bankers have been enabled to lower, very consi- 
derably, their stock of notes, and to place the 
same productively in bills and others securities. - -- 
This comparatively unprepared state to answer 
unforeseen demands has led to other improve- 
ments in banking. A great proportion of ban- 
ken have now accounts open with the Bank, 
where, if they take care to hold a sufficiency of 

bills, they can always get money at Qlle 

<lay's notice; and, as a still farther accommoda- 
tion, accredited brokers noiv hourly walk Lom- 
bard-street, take the superfl~~ous cash of one 
banker, and lend it to anothel; in any sums, for 
any time, a week, a day, or for an indefinite pe- 
riod, to be repaid when called for; nay, so llicely 
is the scale now adjusted, that a loan of bank- 
hotes before 3 o'clock, repayable by draft at  the 
clearing at four, is no uncommon or uniinportant 
accommodation to tlie most opulent parties in 
the money-market. 

From this statement i t  is evident that the 
banking-houses in London are like so many cis- 
terns, disposed on each side of the street, be- 
tween which pipes of commr~nica tion are intro- 
ducd, the overplus of one will presently find 



its may into the fiext, and whilst one is deficient 
none will overflow. 

The Bank has of late become a partp to 
a very iimportant arrangement to  economise 
bank-notes. The  daily demand of the Bank on 
the bankers for the amount of bills accepted 
and payable at  their several houses is of course 
considerable, and used to be made a t  an early 
period of the day, before the notes were issued 
for bills cliscountecl on the same day, and with- 
out any previous information to the bankers of: 
what the amount charged on them might be, 
and of which they had no means of judging. 
The Bank has, for some time past, notified 
the extent of the demand in the early part of 
the day, and talcen the amount a t  four o'clock; 
receiving in payment any draft on the Bank 
for cliscount, or otherwise, which the bankers 
may happen to hold, instead of bank-notes. 

/ 

Every endeavour, i t  may fairly be inferred, 
therefore, is used to economise bank-notes, and 
restrict the circulation 9 by the bankers, for the 
purpose of increasing their profits, which depend 
on the proportion of their deposits which they 
can turn into quick stock; ancl by the Bank, 
with a view to the public accommodation, or to 
save an unprofitable issue of bank-notes. Still, 
it may be said, if the Bank gives way to the 

for discount, which may be as un- 
limited as the spirit of adventure, bank-notes 
may be multipliei1 ad infinituln, a t  the will of 
the Directors. The Bank Directors say other- 
wise, '' I f  we igsue too many notes, the excess 
will return upon us." 
, There exists in the commercial world that de- 
gree of clisinclination to discount a t  the Bank 
which leads every Inan to recur to his bdnker 
for assistance before he sends llis paper to the 
Banli; and on the other Iiaiid a banker does not 
allow a, respectable customer to go to the Bank 
for accomniodation, whilst he can with any 
convenience furnish it himself. This is, in some 
measure, matter of feeling on both sides ; and 
not only so : for the Banlc advances money on  
bills of a particular description only, ancl is un- 
deviating in its adherence to rules, and even to  
forms; neither does it take bills as a securi$y 
for money to be repaid a t  the ~vill of the bor- 
rower, as bankers do ; but assumes the pro- 
perty in the bills, deducting discount for the 
whole term unexpired; so that a party wanting 
money for a week must pay two months ill- 

terest for it, if he ]lave no bills a t  shorter date 
to offer. 

I have already shewn wid1 what degree of 
rapidity money finds its levcl amongst the 
bankers in London, and it results, tl~erefore, aa 

I 



a general inference, that, whilst there is money 
- unemployett and to spare in the city, discounters 

of the first class will not present themselves 
a t  the Dank; this statement will lead, I 
apprel~end, to an expl.tnaiion of the an- 
swer of the Directors to the inquiry of the 
Coinlnittee as to any rule by which they 
regulate their issues of notes so as to prevent 

- excess. So long as the amount of notes in the 
hands of the public is not more than the par- 
ties holding them are willing to retain in their 
hands unen~ployed, for the purpose of making 
their daily payments, there is obvio~~sly no ex- 
cess of that description which influences the 
price of commodities. Whcn the amount goes 
beyond this, the surplus instantly fastens on the 
best bills and most eligible goremment-securi- 
ties, chiefly on the first ; and the effect even of 
m k r y  small surplus will, whilst i t  continues, be 
surprisingly great. If  i t  fall into the hands of 
any discounter who has occasion to pay money 
to the revenue-boards or to tlie Hank, the notes 

are caanelled, and the escess remoi~ed. If other- 
wise, the same sum of &50,000 may pass suc- 
cessively through the hanrls of every banker ill - 
Lombard-s tree t, and absorb in its passage all the 
best bills in the market, to an unlimited amount; 
f ) r  if A. a merchant, borrow it of B. a banker. 
he immediately pays it away to C. 

it witllout loss of time (indeed, as I before o b  
served, he never withdraws it) with the same 
or other bankers ; but, llowever often this trans- 
action takes place d ~ l r i n ~  the clay, i t  makes no 
real reduction in the supposetl excess of notes, 
which will be as s~~perabundant after the last 
discount i t  has effected as before tlie first. But 

the case will be speedily altered, the demand 
for discounts a t  the Bank is rliminished on the 
morrow, to the extent of the lnultiplied accom- 
modation afforded by the excess, whilst its call 

on the public for the payinept of discountecl 
bills falling due is undiminished. 

The  redundancy of notes reverts, therefore, 
(and in more than a due proportion, which ac- 
counts for some of the effects frequently ex- - 

perienced,) to the Bank, more being paid in than 
are taken o~i t ,  and the amount in circulation is 
diminished. 

The  recurrence of a demand for notes by the 
first class of discounters (those ~vhicll the di- 
rectors distinguish as solid paper for real trans- 
actions) will indicate a t  once the abatement of 
the excess ; and i t  does appear to me that the 
criterion, or rule, which the directors have stated 
is a sufficient one. 

The effectual and rapidoperationof this cop t ro~~ l  
over the Bank issues receives satisfactory illustl-a- 
tion by reference to the amount of bank-notes in 
~irculation at tlie periods imlnediately preceding 



and following the issue of dividends, the inq 
creased circulation arising from an issue on eachof 
these occasions of opivalds of five millions being 
within very few days hardly perceivable. 

I n  April 1809, for instance, im- 
~nediately preceding the payment of 
clivitlends, the amount of notes of 
3 5  and upwal-ds was . . . . . . 2 13,ooo,OoO 

Subsequcatly to the I I th an issue 
took place of four millions, yet on 
the 7th of May the anlount in cir- 
culation was only . . . . . . . . . 13,100,000 

On the 7th of July, after the quar- 
terly payment had been made to 
the Sank, and 1~11en the circulatioll 
was at  its lowest ebb, the amount 

of notes above 3 5  was . . . . . . 10, 800,000 
And of the issue of seven millions 

between tlie 1 1 th and the end of the 
nionth, no evidence appeared on the 
7th of August beyond a circula- 
tion o f .  . . . . . . . . . . . . . . . 15,100,000 

IIow much earlier the effect was producecl 
the paper in the Appendix to the Report does not 
in these i~lstallces shew, but the more detailed 

accounts No. 38, 39, and 40, enable me ta 
state that in January, 18 I 0, the large issue made 
011 the 9th and subsequent day liad lost its ef- 
fect by the 224 on which day the circulation 
was retlllred below the average of December ; 

on this occasion, the speedy reduction nlay be 
considered, perhaps, as promoted by the partial 
reden~ption of the loau in tlie hands of the Bdnlc 
at  that period. But in April no such cause 
opemtecl, yet it appears that by the r! 1st of April 
the circulation mas within 2100,000 of the 
amount on the 31st of March, although in the 
intervening period nearly four lnillions had been 
issued for dividends on the public f~lnds. 

I n  the year ending Jan. 18 lo, the interest on 
the public fiinds, exclusive of the proportion 
received by the con~missioners for reducing the 
clebt, amounted to about 26 millions, or, de- 

ducting the property-tax, to 236 inillions ; which 
was issued to the public quarterly, in the pro- 
portions of 74 millions in Jan. and July, and 43- 
i nil lions nearly in April and October.$: 

Pt is observable that, although the January aud 
July dividends exceed by three n~illions those of 
the other quarters, there is no perceivable dif- 
ference in the period within which the circula- 
tion is reclucetl ,to the average amaunt. 
, The etrjciency of the controul which the pub- 
lic holds over the issues of the Bank is in some 

" I t  appears by the account No. 4, in thc Appendix to the 
second rcport of tile Finance Coln~nittee of 1807, t int  the 

amount of dividends due is generally issued within about 

J500,000, before the end of the month in which it  is p v -  
able. 



measure goveriled by the amount of discounted 
bills in thc hands of the Bank, compared with 
the amount of advances to government on se- 
curities payable at more remote or less certain 
periods, and the total amount of notes. The 
txvo latter amounts we know, the former is not 
distinctly before the public, but the Committee 
has stated, from a coni~riunication made in con- 
fidence, that, whilst the advances to govern- 
ment for the two last years are less than they 
were for any of the six years before the restric- 
tion, the amo~ant of bills discounted in the last 
year benrs (I v e r j  high proporticlrz t o  their largest 
nnzoz~nt in any year preceding 179'7; without 
going into calculation i t  will readily be allowed 
that the amoua t of these bills, this demand on 
the public, far exceecjs any possible or supposeti 
excess ; and, if there be any where a superabund- 
ance of notes, it is therefore very easy to re- 
duce it. 

I have entered into the precedin; detail for 
the purpose of' shewing the practical operation 
of the rule by which, as the directors have stated, 
the bank regulates its issues so as to avoid err- 
cess. I think it will be satisfactory to my prac- 
tical readers. I3y those of a more speculative 
cast the theorics of the Report will still be pre- 
fcrretl, but i'nr sucli I have a more cogent ar- 
pumcst in storc, and one to wl~ich they mill 

lrardly demur;-whether the rule in question be 
really the governing principle of the Bank, or 
whether it  was thrown before the Committee 
with any malicious intent, I dare not clecidc, 
but the fact certainly is, that the axiom, or rule 
of conduct, on which the Committee has been 
pleased to heap contempt and ridicule, respect- 
ing which they have declared that tlie doctrine 
is fallacious, and leads to dangerous results, was 
protnulgated by, and is iouilded on, the autho- 
rity of Dr. Adam Smith, and was proposed to 
the Committee nearly in his own words. I 
quote the passage from the second chapter of the 
second book of tlie Wealth of Nations. 

" What a bank can with propriety advance to a 
merchant or undertaker of any kind is not either 
the whole capital with which l ~ e  trades, or even 
any considerable part of that capital, but that 
part of it  only which he would otherwise be 
obliged to keep by hiln unemployed, and in 
teady money, for answering occasional demands. 
If tlie paper which the Bank adcances never 
exceeds this value, it can neoer exceed the 
calue of the gold and silver which z~ould 
necessarily circulate in the country (f there 
were no paper-cztrreny, it can never exceed 
the quantity which the circulation of the 
country can easily absorb and employ." True ; 
but how shall we ascertain when it exceeds 
this value. " JVjiesz u hank ,jiscou~zts to a 
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