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PREFACE 

FIFTH   EDITION 

The  purpose  of  this  Work  is  to  exhibit  tlie  Juridical  and 

8cieutific  Principles  and  Mechanism  of  the  great  System  of 

Credit— or  the  Commerce  in  Rights  of  Action,  which  com- 

prehondB  Mercantile  Credit — the  colossal  business  of  Banking — 

ami  the  Foreign  Exchanges — and  also  to  investigate  the  canses 

of  Commercial  Crises  and  Monetary  Panics,  and  to  show  how 

they  are  to  be  brought  under  Scientific  Control.  And  to 

explain  the  reasoning  by  which  in  1856  I  demonstrated  that 

a  proper  adjustment  of  the  Rate  of  Discount  by  the  State  of 

the  Bullion  in  the  Bank  and  the  State  of  the  Foreign 

Exchanges  is  the  true  and  sole  method  of  controlling  Credit 

and  the  Paper  Currency,  which  is  now  universally  acknowledged 

to  be  true,  and  by  which  the  Bank  of  England  and  every 

Baiik  in  the  world  is  now  managed. 

H.  1).  M. 
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THEORY   AND    PEACTICE 

OF 

BANKING 

CEAPTEE    I 

DEFINITION    OF    TERMS 

!•  Banking  is  a  department  of  the  great  Science  oF 
Bconomics :  or  the  Science  of  Exchanges ;  or  of  Com- 

merce in  its  widest  extent  and  in  all  its  forms  and  varieties 

The  term  Economics  is  compounded  of  the  Greek  words 
oUoi  and  vofio^ 

Ohco^  in  Greek  means  Property  of  every  sort  and  descrip- 

tion :  it  is  the  technical  term  in  Attic  Law  for  a  poison's  whole 
Eobstanoe  and  estate  in  whatever  form  :  it  includes  not  only  sach 
Uaterial  Property  aa  lands,  houses,  money,  jewelry,  ccrn,  cattle, 
timber,  <&c.,  but  also  alt  such  Property  as  Bights  of  action, 
Bank  Notes,  Bills  of  Exchange,  the  Funds,  Shares  in  Commer- 

cial Companies,  the  QoodN^iU  of  a  business,  Copyrif^hts,  Patents, 
Policies  of  Insurance,  and  all  Property  which  consists  in  mere 

abfitract  Ri<^htfl|  which  in  Law  are  termed  Incorporeal  Property 
Nofu)s  in  Greek  means  a  Law 
Hence  Economics  is  the  Science  which  treats  of  the  Ex- 

CbEnges  of  all  the  different  species  of  Property:  it  is  the 
Science  which  treats  of  ilis  Laws  which  govern  ih»  RiJaHom  of 

u 
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Efrhm){fmlU  Quanfitm:  or  the  Principles  and  MochRuisTn  of 
Oommerca  in  all  iU  fornis ;  it  is  sometimes  called  the  Tiie&ry 
of  Value :  or  the  Scunce  of  Wealth 

Bankings  as  will  be  explained  more  fully  hereafter^  is  that 
department  of  the  General  Science  of  Economies,  or  Commerce, 

wlu('h  treata  of  the  Exchanges  of  Money  for  Credit,  and 
of  Credit  for  Credit 

DifiniUon  cf  Wealth  or  of  an  Economic  Quantity 

2»  As  Economics  treats  exclusively  about  thing;s  bo  far  as 
tliey  are  Wealth,  it  is  necessary  to  define  clearly  what  is  the 
technical  meaning  of  the  term  Wealth 

Ancicut  writers  unanimously  held  thiit  Exchangeability, 
or  the  capability  of  bcin*^^  bou^^ht  and  sold,  is  the  sole  essence  and 
principle  of  Wealth :  mid  that  everything  whatever  w  hich  can 
be  bought  tmd  sold,  or  exchanged,  is  Wealth,  whatever  its 
nature  may  bo 

Thus  Aristotle  aays — 

•*X/j>;/ittTa  M  Xcyo/jtev  iTdvra  ocrtav  r}  d^ia  vofxtcr^Q.'n  fi€Tp€LTai^* 
*'And  we  call  Wealth   all  things  whos$  Value  can  be 

maoiured  m  Money" 
So  the  eminent  Koman  Jurist,  Ulpian,  says — 

**Ea  enim  Bes  est  qua)  emi  et  venire  potest'* 
*^For  that  i^  Wealth  whuh  can  U  bought  and  sold** 
The  moBt  recent  Economijats  agree  in  this  definitiun.    Thus 

Mill  says— 
"Everything  theitfore  forms  apart  of  Wealth  which 

hM  a  Power  of  Purchasing" 
This  is  the  De^nilion  of  Wealth  which  we  adopt  as  the  basis 

of  till'  Science  of  Kcouomios 

A  Quantity  means  anything  which  can  be  measured : 
hence  ua  Economic  Quantity  means  anything  whose 
V(tlu6  can  be  memimd  in  mmwj 

The  sole  criterion,  thou,  of  anything  being  Wealth  is — Can  it 
be  liought  and  sold  ?  Can  it  be  ejtchunj^aM!  Bepanitely  and  hide- 
pendontly  of  anything  else?  Can  m  Valo/e  be  measured  in 
Honey  ? 
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This  criterion  may  seem  Tcry  siraple :  but  in  fact  to  apply  it 
properly :  to  discern  what  is  and  what  is  not  separate  and  inde- 

pendent Exchangeable  Property:  reqaires  a  thorough  knovrlcdge 
of  aomo  of  the  n&ost  abetmae  branches  of  Law  and  Commerce 

On  the  Three   Species  of  Wealth  or  of  Economic 

Quantities 

8.  Having  then  adopted  Exchangeabiltty,  or  the  capability 
of  being  bought  and  sold,  as  the  sole  essence  and  principie  of 
Wealth,  we  have  next  to  discover  how  many  distinct  orders,  or 
0pecies  of  Qnantitiea  there  are  which  satisfy  this  deinition 

Now,  first,  there  are  Material  Things  of  all  sorts,  snch 
as  land,  houses,  cattle,  corn,  money,  jewelry,  &c,  which  can  be 
bonght  and  sold.  Everybody  now  admits  these  things  to  bo 
Wealth  :  therefore  we  need  say  nothing  more  about  them  here 

There  are,  however,  other  things  or  orders  of  Quantities 
which  can  be  bought  and  sold  :  and  in  modern  times  there  has 
been  a  vast  amount  of  controversy  as  to  whether  they  should 
be  admitted  to  be  Wealth  or  not ;  and  it  is  these  species  of 
Qnantitiea  which  we  have  now  to  consider 

Ancieni  Dialogue  to  shew  thai   Personal    Qualities  are 
Wealth 

4.  There  is  a  very  remarkable  work  of  antiquity  extant, 
which  is  the  earliest  regular  treatise  that  we  are  aware  of,  on  an 

Econoniical  queation*  It  is  a  dialogue  called  the  "  Eryxias,"  or 
**  On  Wealth,*'  and  is  frequently  b<:)und  up  with  the  dialogues  of 
Plato,  and  is  attributed  to  iEschines  Socraticiis,  one  of  the  most 
dijstingnislied  disciples  of  Socrates.  Critics,  however,  unanimously 
pronounce  it  to  be  spurious,  without  being  able  to  attribute  it  to 
any  definite  author*  High  autliorities  consider  that  it  was 
probably  written  about  the  early  Peripatetic  Period 

Tliis  dialogue  is  to  the  following  effect : — Tlie  Syracnsans  had 
ient  an  embassy  to  Athens  :  and  the  Athenians  had  sent  a  return 
embassy  to  Syracuse.  As  the  ambassadors  were  entering  the  city 
on  their  return  from  Syracuse,  they  met  Socrates  and  a  party  of 
bis  friends,  with  whom  they  entered  into  conversation,    Eryxiaa 

&2 
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one  of  the  envoys,  said  that  he  had  scea  the  richest  man  in  all 
Sicily.    Socrates  immediately  started  a  diacasaion  on  the  natare 
of  Wealth.     Eryxias  said  that  he  thought  tipon  the  subject  aa 
every  one  else  did ;  and  that  to  be  Wealthy  meant  to  have  much 
Money.    Socrates  asked  him  Tvhat  kind  of  Money  he  meant ;  and 
he  described  the  Moneys  of  various  countries:  at  Carthage  they 
used  as  Money  leather  discs  in  which  something  was  sewn  np,  bat 
no  one  kuew  what  it  was:  and  he  who  possessed  the  greatest 
quantity  of  this  money  at  Carthage  was  the  richest  man  there : 
but  at  Athens  he  would  be  no  richer  than  if  he  had  so  many 
pebbl^i  from  the  hilL    At  Lacedremon  they  used  iron  as  money, 
and  that  useless  iron :  he  who  possessed  a  great  quantity  of  this 
at  Sparta  would  be  wealthy,  but  anywhere  else  it  would  be  worth 
nuthing.    la  Ethiopia  again,  they  used  carved  pebbles,  which 
Were  of  no  use  anywhere  else.    Among  the  nomade  Scythians  a 
house  was  not  wealth,  because  no  one  wanted  a  bouse^  but  greatly 
preferred  a  good  Bhecpskin  cloak.     He  shewed  that  if  anyone 
cx)uld  live  without  meat  and  drink  they  would  not  be  wealth  to 

Itini,  because  he  did  not  want  them,    Socrates  then  asked  why 

|aome  things  ara  Wealth  and  other  things  not  Wealth?     Why 
some  things  Wealth  in  some  places  and  not  in  others  ?    He 

[fihewed  that  whether  a  thing  is  Wealth  or  not  depends  entirely 
[upon  Human  Wants  and  Desires:   that  everything  is 
'Wealth  where  it  ia  Wanted  and  Demanded  :  and  that  it  is 
not  Wealth  where  it  is  not  Wanted  and  Demanded-    That  things 

are  xp'fftttTa,  or  Wealth,  only  when  and  where  they  are  -j^^^us^ 
that  is,  where  they  are  Wanted  and  Demanded 

Thus  we  see  that  though  some  persons  might  be  puzzled  at  the 
meaning  of  the  word  Wealth,  there  is  no  possibility  of  mistake 
when  we  refer  to  the  Greek:  because  )(p^fuiTti^  which  18  the 
usual  word  for  Wealth,  comes  from  xp*^f^h  ̂   Want  or  Demand: 

consequently  the  word  xpi^fiara^  or  Wealth,  means  simply  any* 
thing  whatever  which  is  WanUd  and  Demanded:  no  mutter  what 
its  nature  may  be 

It  is,  then,  Human  Wants  and  Desires  which  alont 

constitute'  anything  Wealth ;  atiythiug  whatever  which  people 
wantt  demand,  and  arc  willing  to  paij  for,  is  Wealth,  whatever  its 
Diiture  may  be :  and  anything  which  no  one  wants  and  demands 
ia  not  Wealth 
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Socrates  shewed  that  ̂ old  and  silver  are  only  Wealth  in  bo  far 
■Bihey  eu:ible  m  to  ubtaiu  what  we  want  and  demand:  and  that 
if  we  can  use  anything  else  to  obtain  what  we  want  and  demand 
in  the  same  way  as  gold  and  silver  do,  such  things  are  Wealth, 
just  for  the  same  reason  that  gold  and  silver  are 

Socrates  then  instanced  professors  and  persons  who  gained 
their  living  by  giving  instruction  in  the  various  sciences.  He 
8aid  that  persons  got  what  they  wanted  in  exchange  for  this 
instraction,  just  as  they  did  for  gold  and  silver :  and  consequently 
that  the  Sciences  are  Wealth — ai  €Vt<rn7/Aat  ̂ ^^Tj^ara  ouaaL :  and 
that  those  who  arc  masters  of  each  sciences  are  so  mnch  the  richer 

Now  in  instancing  the  Sciences  as  Wealth,  that  of  course  is  a 
general  terra  for  Labour:  l^ecanse  Labour  in  Eeonoraics  is 
ftoy  exertion  of  Humaa  Ability  or  Thought  which  is 
Ufontid,  demanded,  and  paid  for.  Thus  the  author  of  this 
dialogue  expressly  classes  Labour  nnder  the  term  Wealth 

Socrates  in  this  dialogue  shews  that  the  Mind  has  wants  and 
demands  as  well  as  the  body;  and  that  the  things  which  are 
wanted  and  demanded  for  the  Slind,  and  are  paid  for,  are  equally 
Wealth  as  those  things  which  satisfy  the  wants  and  demands  of 
the  body,  and  are  paid  for 

And  this  exactly  agrees  with  Aristotle's  definition  that 
everything  is  Wealth  whose  Value  can  be  measured  in 
mmey:  because  if  one  person  wants  another  to  do  any  Labour 
or  Service  for  him,  and  pays  him  for  such  Labour  or  Service,  its 
Value  u  meoiured  m  money,  aa  exactly  as  if  it  were  a  material 
ehattcL  Suppose  that  a  person  gives  fifty  guineas  for  a  horse, 
and  also  fifty  guineas  for  the  opinion  of  an  eminent  counsel,  the 
Value  of  the  opinion  is  measured  in  money  as  exactly  as  the  Value 
of  the  horse ;  and  therefore  they  are  both  equally  Wealth :  and  in 
fact  all  modem  Economists  treat  Labour  as  a  Commodity,  which 
can  be  bought  and  sold,  and  is  subject  to  exactly  the  same  Laws 
of  Value  as  any  material  chattel 

Modem  Economt^ta  include  Personal  Qualities  under  the 
term  Wealth 

6.    And  in  accordance  with  the  author  of  the  Kryxias  all 
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Economists  of  note  since  Smith  iaclade  Personal  Qualities^ 
Skill  aud  Energry  under  the  term  Wealth 

Thus  under  the  term  Fixed  Capital  Smith  enumerates 

**  tho  acquired  and  nseful  Abilities  of  all  the  inhabitauta^  or 
membcra  of  the  society.  The  ftcquisition  of  such  Talents,  by 
the  maintenance  of  the  acquiror  daring  his  education,  study,  or 
apprenticeship  always  costs  a  real  expense,  which  is  a  Capital  6xed 
and  realised  as  it  were  in  his  person.  These  Talents  as  they 
make  part  of  his  Fortunei  so  do  they  likewise  tliat  of  tho 

Bociety  to  which  ho  belongs  " 

So  J.  B*  Say  says—"  He  who  has  acquired  a  Talent  at  the 
price  of  fin  annual  sacrifice,  enjoys  an  accumulated  Capital,  and 
this  Wealthy  thuugli  immaterial,  is  nevertheless  so  little 
tictittotts,  that  he  daily  exchanges  the  exercise  of  his  art  for  gold 

and  Bilver" 
**  Since  it  has  been  proved  that  Immaterial  Property 

Qoh  as  Talents  and  acquired  Personal  Abilities  form 

in  integral  imrt  of  Social  Wealth" 
**  You  see  tliat  Utility,  under  whatever  form  ifc  presents  itself. 

Is  the  source  of  the  Value  of  things :  and  what  may  surprise  yoa 
is  that  this  Utility  can  be  created,  caa  have  Value,  and  become 

tho  subject  of  an  Exchange,  vfithout  being  incorporated  in  any 
Hfttcrial  object*  A  manufacturer  of  glass  places  value  in  sand :  a 

Imanufactuntr  uf  cloth  places  it  in  wool :  but  a  physician  sells  us  a 
Utility  without  being  incorporated  in  any  matter.  This  Utility 
is  truly  tho  fruit  of  his  studies,  his  Labour  and  his  Capital  We 
bny  it  in  buying  his  opiuioa.  It  is  a  real  product,  but  im- 

matr^rial  ** Bay  calls  all  epceics  of  Labour  and  Services  Immaterial 
Woftlth,  because  they  are  vendible  products  or  commodities,  but 

'  "lied  in  any  matter.  AVu  muy  niso  coll  them  Personal 
.  U,  bgcuuHc  they  are  always  the  products  of  some  Person 

BonioT  Bays^**If  t!ic  question  whether  Personal  Cluali<- 
Uei  arc  urticlcs  of  Wealth  hud  been  proposed  in  classical 
*  '1  huvo  appcarvid  too  clear  for  discussion.     [We  havo 

hat  iUv  qui'fltion  was  diicufisod  in  cla&aicul  times.] 

i*lt«  only  diiluixjuouji  in  this  a^spect  between  a  Creeman  and  a  alave 

m  1^1 3 
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are,  first,  that  the  freeman  sells  him$f*lf^  and  only  for  a  periuil, 
•snd  t-o  a  certain  extent:  tlic  sIuyc  maj  be  sold  by  others,  and 
absolutely :  and  seoondly,  that  the  Personal  Qualities  of  the  slave 
are  a  portion  of  the  Wealtli  of  his  roaster :  those  of  the  freeman, 
10  &r  as  they  can  be  made  the  sobject  of  Excliange,  are  part  of 
his  own  Wealth.  They  prish  indeed  by  his  death,  and  may  be 
impaired  or  destroyed  by  disease,  or  rendered  valueless  by  any 
change  in  the  custom  of  the  country,  which  shall  destroy  the 
Demand  for  hia  fiervices :  but,  subject  to  these  coutingenciea,  they 
are  Wealthy  and  Wealth  of  the  most  valuable  kind.  The 
amount  of  revenue  derived  from  their  exercise  in  England  far 

cicoeda  the  rental  of  all  the  lands  in  Great  Britain" 
So  also — "Even  in  our  present  state  of  civilisation,  which 

high  as  it  appears  by  comparison,  is  far  short  of  what  may  be 
easily  conceived,  or  even  of  what  may  be  confidently  expected,  the 
Intellectual  and  Moral  Capital  of  Great  Britain  far  ex- 

ceeds all  the  Material  Capital,  not  only  in  importance,  but 
ia  prodnctivcncss.  The  fiimilies  that  receive  mere  wages  probably 
do  not  form  a  fourth  of  the  community  :  and  the  compamtively 
larger  amount  of  the  wages  even  of  these  is  principally  owing  to 
the  Capital  and  Skill  with  which  their  efforts  are  assisted  and 
directed  by  the  more  educated  memljers  of  the  society.  Those 
who  receive  mere  rent,  even  using  that  word  in  its  largest  sense, 

arc  still  fewer  :  and  the  amount  of  rent,  like  that  of  wages,  prin- 
cipally depends  on  the  knowledge  by  which  the  gifts  of  nature  are 

directed  and  employed.  The  bulk  of  the  national  revenue  is 
profit :  and  of  that  profit  the  portion  which  is  merely  interest  on 
Material  Capital  probably  does  not  amount  to  one-third.  Tho 
rest  is  the  result  of  Personal  Capitali  or^  in  other  words,  of 
Education 

"  It  is  not  in  the  accidents  of  the  soil,  in  the  climate,  in  the 
existing  accumulation  of  the  material  instniments  of  production, 
but  in  the  quantity  and  diifuBion  of  this  Immaterial  Capital 
that  the  Wealth  of  a  country  depends.  The  climate,  the  soil, 
and  the  situation  of  Ireland  have  been  described  as  superior,  and 
urrtiiinly  not  much  inferior  to  our  own.  Tier  poverty  lias  l>eea 
attdbuted  to  the  want  of  Material  Capital :  but  were  Ireland  now 

|io  exdiangc  her  native  population  for  ̂ \<m  millions  of  our 
iogiiali  Noi^h  countrymen,  they  would  quickly  create  the  Capital 

^t^M 
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that  is  wftntedp  And  were  England  North  of  the  Trent  to  be 

peopled  exclusively  by  a  million  of  families  from  the  west  of  Ire- 
laad,  Lancashire  and  Yorkeliire  would  etill  more  rapidly  resemble 
Connaught.  Ireland  is  physically  poor,  because  she  is  morally 
and  intellectually  poor.  And  while  she  continues  nncdncafced, 
while  the  ignorance  and  violence  of  her  population  render  ijersons 
and  property  imsecure,  and  prevent  the  accumulation,  and  prohibit 
the  introduction  of  Capital,  legislative  measures,  intended  solely 
and  directly  to  relieve  her  poverty  may  not  indeed  be  ineffectual, 
for  they  may  aggravate  the  disease,  the  eymptoras  of  which  they 
are  meant  to  palliate,  but  undoubtedly  will  bo  productive  of  no 

permanent  benefit.  Knowledge  km  been  called  Power — it  u 
far  more  ceriamhj  Wealth,  Asia  Minor,  Syria,  Egypt,  and  the 
northern  coast  of  Alrica,  were  once  among  the  richest,  and  are 
now  among  the  most  miserable  countries  in  the  world,  simply 
because  they  have  fallen  into  the  hands  of  a  people  without  a 

sufficiency  of  the  Immaterial  soui'ces  of  Wealth  to  keep  up  the 

Material  ones" 

So  Mill  says— "The  Skill  and  the  Energy  and  the  Per- 
severance of  the  artiztius  of  a  country  are  reckoned  pfirt  of 

its  Wealth,  no  leas  than  it^  tools  and  machinery.'*  And  why 
not  the  Skill  and  Energy  and  Perseverance  of  other  classes  as  well 

as  artizans  ?  He  also  says — '^  Acqnired  capacities,  which  eiisfc 
only  as  means,  and  have  been  called  into  existence  by  Labour, 

faO  exactly,  as  it  aeema  to  me^  withiji  that  designation  '* 

So  Madam  Carapan  inscribed  over  the  Hall  of  Study  in  her 
establishment  at  St.  Germain — 

'^  Talents  are  the  ornament  of  the  richi  and  the  Wealth 

of  the  poor  '* We  have  thus  already  found  two  distinct  kinds  of  things 
which  can  be  bought  and  sold,  or  whose  Value  can  be  measured  ut 
Momyi  (1)  Material  Things  which  cim  be  seen  and  handled, 
each  as  money,  cattle,  corn,  &c. ;  and  (2)  Things  which  can 
neither  be  aeen  nor  handled,  but  which  can  be  bought  and  sold  s 
and  though  those  two  kinds  of  tilings  have  nothing  in  common 
except  the  capability  of  being  boug)it  and  sold*  they  are  each  for 
that  reason  comprehended  under  the  term  Wealth 
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Omwal  Utile  of  Roman  Law  ihai  Bights  an  Wealth 

6.  But  there  is  yet  another  order  of  Quantities,  quite  distinct 

from  the  two  pi-eccdinix  ones,  which  can  be  bought  and  sold,  or 
eitchangedi  and  whose  Value,  therefore,  can  he  measured  in  Mmiey: 
and  it  is  to  this  class  of  Quantities  that  the  student  must  direct 
hifl  most  earnest  attention  ;  because  it  is  the  one  which  modem 
Economists  have  the  greatest  difficulty  in  apprehending  :  and  it 
IB  the  one  with  which  we  are  chiefly  conoernad  in  this  work 

Sappose  that  a  customer  pays  in  a  sum  of  money  to  his 

Bcoocmt  at  his  banker's — What  becomes  of  thut  Money  ?  It 
beoomes  the  absolute  property  of  the  banker  to  deal  with  in  any 
way  he  pleases.  The  customer  transfers  the  absolute  proi>erty  in 
the  money  to  the  hanker :  but  he  does  not  make  him  a  present  of 
it.  He  gets  something  in  exchange  for  it.  And  what  is  that 
something?  In  exchange  for  the  Money  the  banker  gires  his 
customer  a  Credit  in  his  books :  which  is  a  Right  of  action 
to  demand  back  an  equivalent  sum  of  money  at  any  time  he 
pleases.  Furthermore,  the  banker  agrees  that  his  customer  may 
transfer  tliis  Right  of  action,  in  the  form  of  a  Cheque  or  Bank 
Note,  to  any  one  else  he  pleases.  So  this  Right  of  action  may 
pass  through  any  number  of  hands,  and  effect  any  number  of 
exchanges,  exactly  like  the  same  sum  of  money,  until  the  holder 
of  it  demands  payment  of  it  and  it  is  extinguished 

This  Bight  of  action  is  termed  a  Credit :  because  any 
one  who  chooses  to  take  it  in  exchange  for  goods  or  serrices 
kn«>ws  well  enough  that  it  is  not  the  Eight  or  Title  to  any  specific 
tarn  of  money ;  but  it  is  only  an  abstract  Eight  against  the 
hanktr  to  demand  a  sura  of  money  from  him  :  and  it  is  only  taken 
becanse  the  receiver  has  the  belief  or  confidence  that  he  can  get 
money  for  it  when  he  requires  it 

It  will  be  convenient  to  state  here  that  this  Right  of 
action  is  also  in  Law  and  common  usage  termed  a  Debt :  and 
that  the  words  Credit  and  Debt  are  usied  perfectly  indis- 

criminately to  mean  a  Creditor's  Right  of  action  against 
bis  Dcbtt^tr.  The  reason  of  this  will  be  explained  in  a  subsequent 
•eetion.  And  this  Ri^'lit  of  action  or  Credit,  or  Debt^  is  the 
Price  which  the  banker  pays  for  the  money 
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Similarly,  when  a  merchant  sells  goods ''  On  Credit,**  as  it  is 
termed,  to  a  trader,  he  cedes  the  Property  in  the  goods  to  the 
trader,  exactly  as  if  he  had  sold  them  for  Money.  And  in  ex- 

change for  the  goods  the  trader  gives  the  merchant  a  Promise  to 
pay,  or  a  Bight  of  action  to  demand  the  money  some  time 
•—three  months,  perhaps—after  date.  This  Bight  of  action 
ii  also  termed  a  Credit  or  a  Debt :  and  it  is  the  Price  the 

trader  pays  for  the  goods.  And  if  it  be  recorded  on  Paper  in  the 
form  of  a  Bill  of  Exchange,  it  may  be  exchanged  against  other 
goods,  and  circulated  in  commerce,  exactly  like  an  eqaal  sum  of 
money,  until  it  is  paid  off  and  extinguished 

Again,  iupposo  that  the  Oovernmcnt  has  need  of  a  sum  of 

money  for  some  public  purpose.  It  "  borrows  "  Money,  as  it  is 
(•onnod,  fVom  private  persons.  That  Money  becomes  the  actual 
pn^porty  of  tlic  Govemment  to  exchange  as  it  pleases :  and  in 

Kxohango  for  the  Money,  it  gives  to  the  *'  lenders  "  of  it  the 
ttight  to  demand  a  series  of  payments  either  for  ever,  or  for  a 
UiuIUmI  term  of  years.  These  Eights  are  the  Price  the  Govem- 

inont  pays  i'or  the  Money,  In  popular  language  they  are  termed 
tho  Funds.  And  the  owners  of  these  Rights  may  sell  them  to 
my  one  cisu  they  please.    They  are  Saleable  Commodities 

Hnppf>pp,  again,  tliat  a  person  subscribes  to  the  Capital  of  a 

ttiuuiuunuttl  ('oinpany.  lie  iwiys  the  Money  to  the  Company :  the 
Monoy  Imummui'm  the  projwrty  of  the  Company  as  a  whole,  and  not 
wt  nny  individual  mombcr  of  it  In  exchange  for  the  Money  the 
nulMoribor  receives  the  Right  to  share  in  the  profits  to  be  mode 
liy  llio  (Nunimny  in  the  proportion  in  which  ho  subscribed  to  the 
tNipKiil.  Those  Bighta  ore  terniod  Shares:  and  they  are 
(lino  Haloublt^  (\)nnn(nlitic8 :  which  may  be  bought  and  sold  like 

lUtjf  muioriul  chatloU 

His  wlion  a  trader  has  established  a  successful  business,  he  has 

llio  Klnltt  t4>  nnvivo  the  ftitun^  Trotits  to  be  nmde  by  the  business. 
l^lU  HiK^t  to  rtHvlvo  the  luturo  profits  is  a  Property  quite 
Hkimmlo  nnd  dlHllnotlVom  and  additional  to  the  house  or  shop, 
iiul  tlio  aotuul  ̂ 'oodrt  in  thorn.  It  is  the  pn>duct  of  labour, 
IhimUht ,  und  OMiH^  UN  ntuoh  om  any  material  ohattel,  and  is  part  of 

|i^  itwlor*!!  iwwolii.    It  in  tonui'd  tJio  Qoodwill  of  the  business 
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An  fnteiTsting  example  of  this  is  given  by  Boswell.  Thralo, 
the  great  brewer,  appoint-ed  Johnson  one  of  his  executora.  In 
ilmt  capacity  it  Ijocame  liia  duty  to  sell  the  business.  When  the 

sale  was  going  on,  Johnson  appeared  bnstlrng  about  with  an  iok- 
honi  ia  his  button-hole,  like  aa  exciseman,  and  on  being  asked 
what  he  considered  the  Tahie  of  the  property  to  be  disposed  of,  lie 

ftaswered,  *'  We  are  not  here  to  sell  a  parcel  of  Tats  and  boilers, 
but  the  Potentiality  of  growing  rich  beyond  the  dreams  of 

avarice/'  The  sum  realised  was,  wc  are  told,  £1:10,000,  and  the 
latter  phrase  waa  merely  Johnsonese  for  the  Goodwill  of  the 
buBiness 

When  the  great  banking  house  of  Jones  Lloyd  &  Co.  sold 
their  bnsinesB  to  the  London  and  Westmiuster  Bank,  it  was  said 

in  the  papers  that  the  sum  paid  was  £500,000.  And  in  a  similar 
way  every  place  of  business  in  the  country  has  a  Goodwill  of 
greater  or  less  amount,  which  is  a  Valuable  Commodity,  and  an 

ftBaet  of  the  trader's,  just  as  much  as  the  house  or  shop,  and  the 
material  goods  in  it 

So  when  an  author  has  published  a  successful  work,  the  Right 
4a  multiply  and  sell  copies  of  it  is  a  Valuable  Right,  quite  separate 
and  distinct  from  the  printed  copies  of  the  work  :  and  this  Right 
is  termed  Copyright :  and  it  may  be  bought  and  sold  like 
any  material  chattel 

It  was  said  in  the  papers  that  the  Copyi  ij^ht  of  tlie  popular 

aong,  •'  Slap  bang  !  here  we  are  again,**  sold  for  £2,000 

So  there  is  a  vast  variety  of  Rights  of  a  similar  nature :  snch 
aa  Patents,  Trade  Secrets,  a  Professional  Practice,  Policiea  of 
ABBoraiice,  and  many  others  which  we  need  not  eonmerate  here, 
as  wc  only  wish  to  describe  a  distinct  class  or  Order  of  Exchange- 

able Quantities ;  and  not  to  discuss  all  the  different  varieties 
of  it 

Xow  all  these  Abstract  Rights  of  various  sorts  can  be  bought 
and  sold  or  exchanged  :  they  can  neither  be  seen  nor  handled  in 
Ihat  form  :  but  their  Value  ran  be  measured  in  Monet/ ;  and  they 

-can  be  transferred  from  one  person  to  another  as  easily  as  any 
tDaterial  chattels.    They  satisfy  Aristotle's  deliuLtion  of  Wealth. 

^^j 
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They  poasess  that  Quality  which  Economists  are  now  agreed  is 
the  Bole  essence  and  principle  of  Wealth:  and  therefore  by  the 
fundamental  Lawfl  of  Natnral  Philosophy  they  are  Wealth 

7,  Now  in  the  Pandects  of  Justinian^  which  are  the  great 
Code  or  Digest  of  Roman  Law,  which  ia  the  basis  of  most  of  the 
txiBting  Law  of  the  Continent  and  of  Scotland^  and  whose 
doctrines  on  Credit  have  always  been  adopted  in  Equity,  and  have 
recently  been  enacted  by  Statute  as  the  Law  of  England,  it  is  hid 
down  as  a  fundamental  General  Eule — 

**  PecunisB  nomine  uon  solum  numerata  Pecunia,  sed 
omnes  Res,  tarn  soli  quam  mobiles,  et  tarn  Corpom  quam 

Jura  continentur '' 
'*  UmUr  ths  term  Wealth  7}ot  only  rmdy  Money,  hut  all 

Things^  both  immovable  and  movable^  bath  Corporeal  and  Bights 

are  included" 
So  Ulpian,  one  of  the  most  eminent  Roman  Jurists^  says — 
**  Nomina  corum  qui  sub  conditione  vel  in  diem  debent,  et 

emere  et  ?endere  solemus,  Ea  eaim  Hes  est,  quse  emi  et 

venire  potest" 
**  We  are  accustomed  to  buy  and  sell  Debts  payabU  ai  a 

certain  event  and  on  a  certain  day.  For  that  ie  Wealth  which 

can  be  bought  and  sold" 

So  also — "  ̂ quo  Bonis  adnumerabitur  etiam  si  qnid  est  in 

Actionibus  '* 
'*  Rights  of  action  are  properly  included  under  ih§  term 

Goods'* 
Also — "Rei  appellationo  et  Caus8B  et  J\ira  continent ur'* 
"  Under  the  term  Property  both  Rights  of  action  and 

Rights  are  included" 

It  is  so  important  to  understand  clearly  that  a  mere  Abstract 
Right,  wholly  8eTea4  from  any  sj>ecific  money,  is  itself  a  Vendible 
Cominndity,  that  we  may  give  one  more  extract 

Sir  Patrick  Oolquhoun  in  his  Summary  of  Roman  Law  says — 

"  The  first  rcqnisito  of  the  consensual  contrnct  of  ivtptio  d 
venditio  m  a  HerXi  or  object  to  be  tran&ferri^  from  the  buyer  to 
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' :  and  the  first  great  reqnrretiient  is  that  it  should  be  in 
that  is,  capable  of  beiog  freely  bought  and  sold. 

E vBop|>onng  such  to  be  the  case  it  matters  not  whether  it  is  an 
limixioTable  or  a  movable  :  corporeal  or  iDcorpor*3al :  existent  or 
tion-exiatent ;  certain  or  uncertain  :  the  property  of  the  vendor  or 
Another :  thus  a  horse,  or  a  Bight  of  action,  servitude,  or 
IhtQg  to  be  acquired,  or  the  acqimition   where  it  depends  on 
'cbaoce 

**  A  purchaser  may  buy  of  a  former  the/i//wr^  crop  of  a  certain 
field.  Wine  which  may  grow  the  next  year  on  a  certain  vineyard 
may  be  boaght  at  so  ranch  a  pipe  :  or  a  certain  price  may  be  paid 
irrespective  of  quantity  or  quality  ;  and  the  price  would  be  dae 
though  nothing  grew,  or  for  whatever  did  grow.  In  the  secoad 
caae  the  bargain  is  termed  etnpiio  sjm:  and  in  the  first  and  last 

I  mi^lio  rei  ipirata :  which  all  suoh  bat^gains  are  presumed  to  be  in 
caaes  of  doubt 

**Th0  cession  of  a  Eight  of  action  being  legal  in  the 
Soman  Law,  the  Right  of  A  to  receive  a  Debt  due  by  B  may  be 

ioMto  C" 

Thus  it  is  clearly  seen  that  Abstract  Rights  of  various  sorts, 
including  Bights  of  action,  which  in  Law,  Commerce  and 
Economics  arc  termed  Credits  or  Debts,  are  expressly  in- 

cluded in  the  terms  Pecunia  {Wealth):  Bes  {Proper ig): 
Bona  {Goods):  and  Merx  {Merchandise)  in  Roman  Law 

Bmiral  Ruh  of  Greek  Law  that  Bights  are  Wealth 

8*  For  nearly  500  years  after  Constantine  removed  the  seat 
of  Government  to  Constantinople,  the  language  of  the  Court  was 
Ijatin,  bat  the  people  were  Greek.  Consequently,  though  the 
official  language  was  Latin,  it  was  unintelligible  to  the  mass  of 
the  people.  The  great  Code  of  Roman  Law,  termed  the  Pandects, 
was  published  in  530  A,d.,  but  all  the  pleadings  in  the  Courts 
were  carried  on  in  Greek*  The  Latin  Pandecte  soon  fell  into 

desuetude  :  they  were  superseded  by  Greek  treatises,  translations, 
and  oompiktions.  The  Latin  lustitutes  of  Justinian  did  not  hold 
their  ground  in  the  curriculum  of  legal  education  for  more  than 

,  years.   They  were  superseded  by  the  pai-aphrase  of  Theophilu% 
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one  of  the  Professors  of  Law  who  wero  charp^ed  with  the  com- 
pilation of  the  iDstitutcs ;  and  this  paraphruse  became  the  legal 

text-book  throughout  the  Eastern  Empiro 
At  last,  in  the  ninth  and  tenth  centuries,  under  the  Basil  ion 

dynasty,  all  the  Pandects,  Institntes,  and  Legislation  of  Justinian 
were  set  aside  as  obsolete.  A  new  Digest  or  Code  was  published 
in  Greek,  called  the  Basilica,  which  thenceforth  became  the 
Law  of  the  Eastern  Empire  :  and  has  remained  to  the  present 
time  as  the  Common  Law  of  all  the  Greek  population  in  the 
East :  and  is  the  Common  Law  of  the  modern  kingdom  of 
Greece 

And  in  the  Basilica  the  Koman  definition  of  Wealth  ia 

repeated^ 
*'r^  ovQfian  rtSv  )(pr)^T<tiv  ov  /lovov  rd  ̂ ij/^ra,  dkkd  Tnivra 

rd  Kivrpu  Kal  aKm/ra,  Koi  rd  AiKata  ̂ KovTai^* 
Under  the  term  xpij^mra,  or  Wealth,  Rights  arc  inclnded 
And  also — rp  roi?  Upay/AaTos  wpu<njyopif  Kai  Atnat  teal 

AtVata    TTcptcj^crat 

Under  the  term  IT/MiyftaTa,  Chattels,  both  Bights  of 
action  and  Bights  are  included 

In  Greek  Law  these  Rights  are  aleo  included  under  the  terma 

'Aya^ci  (Goods):  JlcpiowrCa  {Eslatey.  and  *A^y/)/Ai7  (CapiM) 
Thus,  by  express  enactment  in  Greek  Law,  the  words  )(p4fiaTa 

and  wpayfiara  include  Eights  of  all  descriptions  :  and  these  words 
include  all  the  Three  oidurs  of  Exchangeable  or  Economic 

Qmintitiea 

In  English  Law  Property  or  Eights   are  vitludifd  muicr 
Qy^  tenns  Goods  and  Chattels 

9.  We  have  thus  seen  that  all  ancient  jurista  include  abstract 

HigliLs  of  all  sorts,  and  amonj^  them  Bights  of  action, 
under  tiie  terms  Wealth,  Goods,  Chattels,  Property, 
and  Merchandise.  But  the  subject  is  of  such  great  iraix>rt- 

ance,  and  is  so  little  undei'stciod  by  lay  writers,  that  it  will  be  of 
use  to  say  something  more  about  it 

It  is  exactly  the  same  in  every  system  of  Jarisprudence,  In 
EuglisU  Law,  a  Bight  of  action  for  a  sum  of  money,  termed 
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a  DeU  or  ChoM'tn-adion^  is  included  under  the  terms  "Goods," 
**  Chattels/'  **  Effects.**  It  is  an  article  of  Merchandise  or  a 
Siikablc  Oommodity 

Tlrna  Sheppard'sajs  under  "Chattels" — **A11  kinds  of  emble- xnenta,  sown  and  growing,  grass  cut :  all  money,  pkto,  jewels, 
ntensila,  household  stuffs,  Debts,  wood  cut,  wares  in  a  shop, 
tools  and  instromenU  for  work,  wares,  merchandises,  carts, 
ploughs,  coaches,  saddles,  and  the  like :  all  kinds  of  cattle,  aa 
hurBCd,  oxen,  kine,  bullocks,  goats,  sheep^  pigs,  and  all  tame  fowl 
and  birds,  as  swans,  turkeys,  geese,  capons,  hens,  ducks,  poultry, 
and  the  like  are  accounted  Chattels 

"  AH  Obligations,  Bills,  Statutes,  Kecoguizances,  Judgmentfl, 
shall  be  as  a  Chattel  in  the  executor" 

''All  Bight  of  action  to  any  personal  action  is  a 

Chattel " 

So  it  was  resolved  by  Popham,  Chief  jEstico  of  England,  and 

ilbcr  Justices  that — ^*  Personal  actions  are  as  well  included 
within  the  word  *'  Goods  "  iu  an  Act  of  Pailiament  as  Goods  in 

poBseaEiaii" 

So  in  another  case,  Lord  Chancellor  Uardwieke  said — "And 
Debts  come  within  the  words  and  meaning  of  the  Act,  and 

would  pass  in  a  wiU  thereby  " 
Barnet,  J.,  said— "A  Bond  Debt  is  certainly  a  Chattel'* 
Parker,  L.  0,  B*,  said— *' But   Gtoods   and    Chattels 

include  Debts*    *    «    .    Things-in-action  are  comidered 

as  Goods  and  Chattels'* 

So  Blackstone  says—**  For  it  is  to  be  understood  that  in  our 
law  Chattels  (or  Goods  and  Chattels)  is  a  term  used  to 
express  any  property  which,  having  regard  either  to  subject  matter 
or  qaantity  of  interest  therein,  is  not  freehold 

"Projierty  or  Chattels  personal  may  be  either  in  possession  or 
else  hi  action*  .  ,  .  Property  in  action  is  where  a  man  has 
not  the  enjoyment  (either  active  or  constructive)  of  the  Thing  in 
question,  bat  merely  a  liiglit  to  receive  it  by  a  suit  or  action  at 

law" 
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Thus  in  English  Law  all  such  Property  as  Debts,  Rights  of 
action^  Bank  Notes,  Bills  of  Exchange,  the  FundB,  Shares  in 
Commercial  Companies,  Copyrights,  Patents,  &c.,  are  Goods  and 
Chattels  as  much  as  any  material  chattel 

Modern  EconomisU  include  Bights  of  action,  f^.,  Credit 

Of  Debts  imder  the  term  Circulating:  Capital 

10<  Modern  Economists  since  Smith  also  inclade  Bank  Notes, 

Bills  of  Exchange,  &c.,  which  are  merely  Eiglits  of  action,  or 
Credit,  or  Debts^  under  the  term  Circolating  Capital 

Thns  Smith  expressly  includes  Money  under  the  term  Circu- 
lating Capital :  and  under  the  term  Money  he  mcludes  Paper, 

such  as  Bank  Notes  and  Bills  of  Exchange,  which  are  simply 
Rights  of  Action.  Among  several  passages  it  will  be  sui&cient  to 

quote  one  here^ 
"  Suppose  different  bank^  and  bankers  issue  Promissory  Notes 

payable  to  bearer  on  demand  to  the  extent  of  one  million, 
reserving  in  their  different  coffers  £200,000  for  answering  occa- 

sional demands.  There  would  remain,  therefore,  in  circulation 
£800,000  in  gold  and  silver,  and  £1,000,000  in  Bank  Notes;  or 

£1,800»000  of  Paper  and  Money  together/'  He  also  observC8 
that  Credits  in  the  Bank  of  Amsteixlam  are  called  Bank 

Money.  Thus  we  see  that  Smith  in  this  and  numerons  passages 
places  Paper  Credit  exactly  on  the  same  fating  as  independent 
property,  and  of  the  same  value,  as  gold  and  silver 

So  J.  B.  Say  says — "  The  exclusive  possession  which  in  the 
midst  of  society  clearly  distinguishes  the  property  of  one  person 
from  that  of  another  in  common  usage  is  that  to  which  the  title 
of  Wealth  is  given*  ,  ,  .  Under  this  title  are  included  not 
only  things  which  are  directly  capable  of  satisfying  the  wants  of 
man,  either  natural  or  socia!,  but  the  thiug^  whith  cnn  satisfy 
them  only  indirectly,  such  as  Money,  Instruments  of  Cre- 

dit {tiire^  de  cr^anci)^  the  public  Funds,  lIc. 
Thus  Say  expressly  includes  Instruments  of  Credit 

and  the  Funds,  which  are  mere  Rights  of  action,  under 
the  term  Wealth:  but  he  also  includes  Bills  of  Exchange, 
Bank  Notes,  and  Bunk  Credits  under  the  term  Capital 
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So  Mm  fiftVB  that  "Wealth  is  ever  tjf king  which  hna  purchasing 

power  : "  and  he  bejs^ 
"  Aq  Order  or  Note  of  Hand,  or  Bill  payable  at  Wi^hi  for  an 

onnce  of  gold  [which  is  Credit]  while  tho  Credit  of  tlic  giver  ia 

amtnpaired,  is  worth  neither  rooro  iior  less  than  tlitj  gold  itself '' 

"We  hare  now  found  that  there  are  other  things  eoch  aa  Hsuik 
Notes,  BilU  of  Exchange,  and  Cheques  [which  arc  Credit]  which 

circulate  as  Money  and  perform  all  the  functions  of  it " 
Mill  also  dcfiignatcfi  Bunk  Notes  as  Productive  Capital 

80  Professor  Hunter  speaks  of  Debts  as  Marketable 
Commodities 

So  ako  Debts  are  inclnded  under  the  term  Movable  Rights 
fai  Scotch  Law 

We  need  not  multiply  quotations:  in  fact,  those  we  have 
sbeady  given  are  chiefly  for  the  benefit  of  lay  readers ;  because  it 
ia  one  of  the  moat  elementary  principles  of  Mercantile  Law, 
clearly  explained  and  enforced  by  every  Jurist  in  the  world,  that  a 
simple  abstract  Bight  of  actioiit  or  Credit,  or  Debt  is 
included  under  the  term  Goods  and  Chattels,  Merchandise,  or  a 
Vendible  Commodity  :  and  that  a  liiglit  of  action  can  be  bought 
and  sold,  or  exchaugedp  exactly  like  auy  material  chattel 

And  when  this  conception  is  firmly  grasped  tho  whole  difficulty 
and  mystery  which  is  sometijues  supposed  to  envelope  the  subject 
of  Crodit  and  Banking  vanishes :  because  the  whole  system  of 
Credit  and  Banking  consists  in  Creating,  Buying  and  Selling, 
or  Transferring,  :inil  Extinguishing^  that  eiieeiea  of  U<jod3  and 
Chattels,  Merchatidise,  or  Commodities  termed  Credits  or 
Debts 

It  m  tlms  seen  that  the  ancients  po*^sessed  the  true  scientific 
lD8lin(!t  They  fixed  upon  a  Single  General  Quality  aa 
the  sole  essence  and  principle  of  Wealth  —  namely  Eac- 
chang^ability,  or  tlio  capability  uf  being  iiou^'ht  and  sold. 
Tlicy  then  seaRthed  for  and  discovered  all  the  diifeixjut  oixlera  of 
Qiwntities  whidi  cim  be  bought  aod  sold,  or  exchanged  :  or  whose 

Vuim  can  ba  nmit^ured  in  Monet/:  and  expi^essiy  cla£sed  theni  under 

TJ  T — ,itm 
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the  terma  Wealth,  Merchandise,  and  Gooda  and  ChatUls,  They 
found  that  there  are  Three,  and  only  Three,  distinct  ordera  of 
Qnantitics  whidi  can  be  bonght  and  sold,  namely,  (1)  Material 
Things  ;  (2)  Lnbonr  or  Services  :  and  (3)  Abstract  Rights 

And  reflection  will  shew  that  there  is  nothing  which  can  be 
bonght  and  sold»  which  is  not  of  one  of  these  three  forms.  And 
these  Thrive  forms  of  Exchanf,^eable  Qnantitica  may  be  symbolificd 
by  the  words  Money,  Labour,  and  Credit— Money  being 
taken  as  the  type  of  all  Material  Things  :  Laliour  as  the  type  of 
Services  of  all  sorts  :  and  Credit  a.s  the  type  of  all  the  diffcR^nt 
forms  of  Abstract  Rights.  And  all  Commeioe,  in  its  widest 
extent  and  in  al!  its  forms  and  varieties,  consists  in  the  Exchanges 
of  these  Three  orders  of  Qnantitiea 

Thm-B  is  no  mch  Thing  as  Absolute  Wealth 

11.  And  as  we  have  seen  that  all  ancient  writers  held  that  the 

»ole  essence  and  principle  of  Wealth  reaides  in  Exchange- 
ability, it  follows  as  a  neces.snry  conseqnence  that  there  is  no 

such  thing  as  Absolute  Wealth  -that  is,  there  is  nothing 
wliich  is  in  its  own  nature  Wealth,  in  all  places  and  at  all 
times.  For  anytfiing  to  be  Excfiungeuble  it  is  necessary  that 
some  one  else  &tiould  want  and  Demand  it.  Things  are  only 
Wenlth  in  those  places  and  at  those  times  when  they  are  tmnimi 
and  dmnand$d:  and  consequently  they  a^aae  to  be  Wealth  when 
they  cease  to  be  wanted  and  demanded.  Therefore  the  very  same 
thing  may  lie  Weuttli  in  some  places  and  not  in  others :  and 
among  some  fieople  and  not  among  others :  and  at  some  times 
and  not  at  others 

Commerce  or  Economics  fonsists  of  Six  duHnct  hndt 
of  Exchange 

12.  There  being,  then,  Three,  and  only  Three,  distinct  orders 
of  Exchjingeable  Qnantities,  Commerce  coni^fxiK  in  their  Ex- 

changes.  And  as  these  Three  ordei-s  of  Quantities  can  be 
combined  two  and  two  in  Six  difTea^nt  ways,  it  follows  thai 
r  '  .[  ejctent  couiiists  uf  Six  distinct  kinds  of 
1  i^nt  kinds  of  Ejichange  are — 
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1.  A  Material  thing  for  a  Material  thin^ 
Aa  when  gold  money  is  exchanged  for  laads,  houses,  corn, 

Umber,  cattle,  &c, 
2.  A  Material  thing  for  Labour 
Ab  when  guld  money  is  given  as  wages,  fees,  or  salary  for 

aerrsoes  done 

a.    A  Material  ihm^  for  a  Right 
As  when  ]^o!d  money  is  given  to  purchase  a  Bill  of  Exchange, 

the  funds,  copyrights,  shares,  &c. 
4.  Labour  for  Labour 

As  when  persons  agree  to  perform  reciprocal  services  for  each 
other 

5.  Labour  for  a  Right 
As  when  wages,  fees,  or  salaries  are  paid  in  bank  notes, 

checjues,  &c. 
6.  A  Right  for  a  Right 
As  when  a  hanker  buys  one  Right  of  acMon,  Rtich  as  a  Bill  of 

Exchange,  and  gives  in  exchange  for  it  a  Credit  in  his  books, 
which  is  another  Right  of  action 

These  Six  species  of  Exchange  comprehend  all  Commerce  in 
it«  widest  extent,  and  in  all  its  forms  and  varieties.  They  con- 

stitute the  great  »Scienee  of  Economics :  or  the  science  which 
treats  of  the  Exchanges  of  Property 

And  of  the  general  science  of  Economics  the  businoBs  of 
iSanking  consists  in  the  two  species  of  Exchange  marked  (8)  and 
(6).    It  consists  in  the  Exchange  of 

1.  Money  for  Rights  of  action,  or  Crediti  or 
Debts 

2.  One  Right  of  action  for  another  Right  of 
action:  or  one  kind  of  Credit  or  Debt  for  another  kind 
of  Credit  or  Debt 

And  it  is  this  department  of  the  complete  Science  of  Economies 
which  is  the  subject  matter  of  this  work 

On  the  Meaning  of  the  word  Property 

13.     We  have  now  seen  that  there  are  Tlircc  distinct  classes 
ortlers  of  Economic  or  Exch!nij:cfiblc  Quantities  (1)  Material 

c2 
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Things :    (2)   Labour :    (3)   Abstract  Rights ;    typified  by  tho 

terms  Money,  Labour,  ami  Ci-edit 
The  next  thing  to  be  done  is  to  find  a  General  Term  which 

will  include  all  these  orders  of  Qaantities.  And  tliis  general  terro 
wo  shall  find  in  tlio  word  Property,  And  when  we  understand 
the  trae  and  original  meaning  of  the  word  Property,  it  will 
throw  a  blaze  of  light  over  the  whole  science  of  Economics  :  and 
clear  up  all  difficulties  which  the  word  Wealth  has  given  rise  to  : 
in  fact,  the  meaning  of  the  word  Property  is  the  key  to  all 
Economics. 

Most  persons  when  they  hear  the  word  Property,  think  of 
some  material  things  such  as  lands,  houses,  money,  eom^  cattle, 
&c  But  that  is  nut  the  true  and  original  meaning  of  the  word 
Property 

Property  in  its  true  and  original  meaning  is  not  any 
material  thing,  but  the  absolute  Right  to  something 

Li  early  Uoman  Jarisprudence  a  man^s  posaessiona  were  called 
Manclpium,  becanse  tliey  were  supposed  to  be  acquired  with 
the  strong  hand  in  war  :  and  if  not  retained  with  a  very  firm 
grasp  would  probably  be  lost  again.  The  word  Mancipium  waa 
applied  not  only  to  the  things  themselves  bat  to  the  absolute 

ownership  in  them.    Thus  Lucretius  says — 

**  Vitaqne  Mancipio  nuUi  datur,  omnibus  usn** 

**  And  Life  m  gwm  m  abiolute  Ownersh^  to  n&m,  hd  mtjf  of 

a  Loan  h  all " 
In  process  of  time  a  new  word  came  into  use.  All  the  pos- 

le^ioiis  of  the  family  (thmns)  belonfred  to  the  family  as  a  whole  % 
but  the  head  of  the  honsi?,  theZ^wmw*,  alone  exercised  all  Rights 
over  them.  He  alone  had  the  absolute  ownership  of  hiB/amilia. 
and  all  its  possessions.  Hence  this  Right  was  termed  Dominium: 
and  Ihmimnm  was  always  u^  in  Roman  Law  to  denote  abeolnte 
Ownership 

In  the  time  of  the  early  Emperors  the  extreme  rigour  of  the 
Pairia  Fofe^im  was  relaxed :  and  in  some  cases  the  individual 

members  of  the  family  were  alloweti  to  have  Ki^^hte  to  possc^iona 
indq>cndcntly  of  tho  head  of  the  house  and  its  other  members : 
and  this  Bight  was  termed  Proprietae 
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The  strict  rigour  of  the  Patria  Pok^taB  be^an  ̂ aduallj  to  be 
relaxed  when  the  JJmninus  granted  the  exclusive  Eight  to  certain 
lings  to  his  soas  nnd  slaves.     This  was  termed  Picidvtm 

The  Ein[>erorg  Augustus,  Nero,  und  Trajan  enacted  that  the 
acMi8  of  a  family  might  possess  in  their  own  Eight,  and  dispose  of 
by  wiU,  as  if  they  were  Domini^  what  they  acquired  in  war,  Thw 
waa  called  Castrmse  Pemlium.  This  Right  of  holiling  possessions 
ladependently  of  other  members  of  the  family  was  considerably 
extended  by  subsefjnent  Emperors :    and  it  was  termed  Praprietm 

PfO})ruUu,  therefore,  in  Roman  Law  meant  the  absolate  and 
excldsive  Right  which  a  person  had  to  anything  independently 
of  any  one  else :  and  was  synonymous  with  Dommium,  Neraties, 

a  jurist  of  the  time  of  Hadrian,  says,  ''  Proprietas  id  est  Domi- 
nium."   "  Property  which  means  Ownership  " 

The  word  Proin-kUtE  in  Euman  Law  was  never  applied  to  a 
material  thing*  but  meant  the  absolute  Bight  to  it :  the  thing 
itself  waa  called  Materia 

Thi  word  Property  in  English  meana  a  Right  and  not a  Thing 

14.  So,  also,  originally  in  English  the  word  Property  always 
meant  a  Right  and  not  a  Thing 

Thna  grand  old  Wycliife  BayB^**They  will  have  Property  of 
^ostly  goods  where  no  Property  may  be :  and  leave  Property  in 

worldly  goods  where  Christian  men  may  have  Proj^erty  '* 
80  Bacon  invariably  uses  the  word  Property  to  mean  a  Rights 

and  not  a  Thing,     He  says  one  of  the  uses  of   the  law  **  ia  to 

.dispose  of  the  Property  of  their  goods  ami  chattels"     He 
'  eocplains  the  various  methods  by  which   Property  in  goods  and 
chattels  may  be  acquired.     So  he  speaks  of  the  '*  Property  or 
Interest  of  a  timber  tree :  '*  and  In  many  other  casea 

Property,  then,  in  its  true  and  original  sense,  means  solely  a 
Bight,  Title,  Interest,  or  Ownership :  and  conseqaently  to  call 
material  thingB  like  lands,  houses,  money,  cattle,  &c.,  Property, 
ii  08  great  an  absurdity  as  to  call  them  Right,  Title,  Interest,  or 
Ownership 

Neither  Bacon,  nor  as  far  as  we  are  aware,  does  any  writer  of 
his  period,  call  material  goods  Property  ;  such  a  use  of  the  word  is 
qnitA^  a  modern  corruption,  and  we  cannot  say  when  it  began 
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Every  Jurist  knows  that  the  true  nreniiiiig  of  the  won! 

Property  is  a  Right.  Thus  Erskiae  says — **  The  sovereign  or  real 
Right  is  that  of  Property,  which  is  the  Right  of  using  and 
disposing  a  subject  as  our  owu,  except  in  ao  far  as  we  are 

TestraiDed  by  law  or  paction  " 
And  this  meatiing  of  the  word  Property  has  been  recognised 

l>y  Economists  as  well  as  by  Jurists.  Thus  Mercier  de  la  Rivi^re^ 
ooe  of  the  most  eminent  of  the  early  French  Economists,  says — 

*'  Property  is  nothing  but  the  Right  to  enjoy.  ,  ♦  •  It  is 
seen  that  there  is  but  one  Bight  of  Property ;  that  is  a 
Right  in  a  person  :  but  which  changes  it  name  according  to  the 

nature  of  the  object  to  which  it  is  nppliid" 
Thus  Lauded  Property  means  Rights  to  Laud  :  Funded  Pro- 

perty means  Rights  to  payments  from  the  nation  :  Re«l  Property 
means  Rights  to  Realty :  Personal  Property  means  Bights  to 
Personalty  :  Literary  Property  means  Rights  to  the  profits  from 
works  of  literature  or  art :  Newspaper  Property  means  tlie  Right 
to  publish  certain  Newspapers  :  and  so  on 

In  the  Law  of  Scotland  what  is  called  Iteal  Property  in 
English  Law  is  termed  IIerital>le  Rights,  because  the  Right  to 
them  passes  to  the  heir  :  and  what  is  called  Personal  Property  in 
English  Law,  is  termed  Movable  Rights  in  the  Law  of  Scotland 

So  when  the  Socialists  and  Communists  wish  to  destroy  Pro- 
perty, as  being  robbery,  it  is  not  the  material  things  which  they 

wish  to  destroy,  but  the  excloaive  Rights  which  private  pennons 
have  in  them 

Oh  Eight  of  Property  and  Right  of  Posaesion 

16*  But  though  all  Property  is  a  Right,  it  must  be  cancfully 

obser^'cd  that  all  Rights  are  not  property 
There  is  an  essentiul  distinction  between  the  mere  Right  of 

Possession  and  the  Right  of  Property 
Thus,  where  one  person  lends  his  horec  or  a  book  or  n  picture 

to  another:  or  delivers  goods  to  him  as  a  common  airrier  to  be 
conveyed  fit)m  one  place  to  another:  or  deposits  goods  or  valoablea 

tlvith  him  as  a  warehouseman,  for  ilie  mere  purpusL*  of  Ijeing  kept 
jMty  :  or  by  way  of  pledge,  hypothec,  or  lien  :  or  hiree  a  borae, 
or  houscy  or  fnroiture ;  or  Unds  vahutble  goods  :  in  nil  those  oasca 
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the  jwrsoo  has  the  mere  Bight  of  Possesioji  of  the  gcxnls: 
auil  he  can  bring  an  aotkm  against  anj  one  who  deprives  him  of 
their  possesion.  But  he  hm  no  right  to  use  the  gooda  in  any  way 
except  in  the  way  and  for  the  speciftc  purpose  for  whicli  they  are 
delivered  to  him*  He  hus  therefore  only  a  particular  Eiglit  to 
them :  bat  not  the  absolute  Ownership  in  theni  to  deal  with  them 
in  any  way  he  pleases 

The  word  Property  means  absolute,  entire,  and  excluRive 
Ownership:  it  is  the  absolute  Right  to  deal  with  the  things  in 
any  way  he  pleasea  :  except  in  so  far  as  he  may  be  i^traiued  by 
Law 

Property  comprehends  the  Ju8  pomdendi^  or  the  Right  of 
Poeseaeion ;  the  Jus  utendi,  or  the  Right  of  using  the  thing  in  any 
way  he  pleases  ;  the  Jusfritefidi,  the  Right  of  appropriating  any 
fmit  or  profit  from  it :  the  Jus  ahulendi^  the  Right  of  alienating 
or  destroying  it ;  and  the  Jus  vindimndi^  or  the  Right  of  reclaim- 

ing it  if  found  in  the  wrongful  possessiou  of  any  one  else 
The  word  Property  or  Dominion,  then,  does  not  mean  a  single 

Riglit :  bat  an  aggregate  or  bundle  of  Rights :  it  comprehends 
the  Totality  of  Rights  which  can  lie  exercised  over  anything 

We  shall  find  hereafter  tlmb  some  of  the  subtlest  and  most 

profound  branches  of  Mercantile  Law  and  Ck>ramerco  are  entirely 
base<l  on  the  distinction  between  the  Hight  of  Property 
and  tlie  Right  of  Possession 

On  tfis  Meaning  of  Persona  m  Roman  Lour 

le.  It  will  be  very  useful  to  understand  clearly  the  meaning 
of  Persona  in  Roman  Law 

The  word  Pentoiui  means  any  single  Person,  or  any  society  of 

Persons,  who  can  enjoy  and  exercise  Rights.  Thus  in  a  Partner- 
ship each  individual  member  is  a  Persona :  and  also  the  part- 

oership  itself  is  a  Persona  quite  scpi^rate  and  distinct  from  its 
individual  members.  Hence  each  member  of  the  partnership  can 
bay  ur  sell  with  the  partnership  as  a  separate  individual 

*So  a  Joint  8t43ck  Company  is  a  Persona:  and  when  the  indi- 
vidual memljcn*  pay  their  money  as  Capital  to  the  Company,  the 

Pro|)crty  in  it  is  gone  from  them  and  vests  in  the  Company  ;  and 
what  they  receive  in  exchange  for  their  money  i^  the  Right  tu 
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share  in  the  Profils  made  by  the  Company,  in  the  proportioii  in 
which  they  have  contributed  Capital.  Those  Bights  are  termed 
Shares.  A  gharelioldcr  in  a  Joint  Stock  Bank  banks  with  the 

Baok  as  a  separate  pei^son 
So  the  State  is  a  Persona,  Beparate  and  digtinct  from  its 

citizens :  and  private  persons  can  lend  money  to  the  State,  and 
receive  in  exchange  for  it  the  Right  to  demand  a  eeriei  of  annual 
payments.  These  Sights  in  common  language  are  termed  the Funds 

So  every  Municipal  or  other  Incorporated  body  is  also  a 
Persona,  and  trades,  or  buys  and  sells,  In  that  capacity,  without 
reference  to  its  individual  members 

The  Parson  of  a  parisli  is  the  Persona  who  has  the  Right  to 
oerfcain  dues  for  performing  religious  serricee  :  and  this  Eight  is 
termed  a  Benefice 

Thus  a  Persona  may  be  defined  to  be  a  centre  of  Rights. 
Many  individual  persons  may  make  op  one  Persona:  and  also  a 
single  individual  may  be  several  Pereonn.  Thus  a  man  may  be 
executor  of  one  person  :  trustee  of  another  :  guardian  of  another : 
in  each  of  these  he  is  a  separate  Persona,  or  character,  with  n 
distinct  set  of  Rights  and  Duties  :  and  he  may  trade,  or  bay  and 
»ell,  or  exchange  witli  himself  in  these  separate  Persona^  or 
characters,      llenoe  all  exchanges  take  place  between  separate 

Oti  the  Meaning  of  Bes  in  Roman  Law 

17,  And  as  Persona  means  any  body,  single  or  corporate^ 

^faich  can  enjoy  and  exercise  Rights,  so  Res  in  Roman  Law 

means  anything  whatever  which  can  be  the  subject  of  a  Right.' 
Thus  not  ouly  Material  Thitigs  are  Pes,  but  alpo  human  actions 
or  Labour.  If  I  hire  a  workman  to  do  any  sort  of  Labour  for 
^^t  I  have  the  Right  to  have  that  Labour  performed:  and 
thererore  thit  Labour  or  Service  is  a  Bes 

So  if  I  have  the  Right  to  demand  a  mm  of  money  from  any 

Person  at  finy  irivi'tj  time  that  Right  is  a  Pes:  so  is  the  Right  to 
nJmrc  in  the  fuUue  y»rufits  of  any  enU*rprIse 

A  Right  to  some  specific  material  suliHtance  which  haa  already 
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find  Corporeal  Property  in  English  Law  :  a  mere  abstract  Right 
Ut  somethiug  which  will  only  cx)rae  ipto  pos^^ession  at  some  future 
time  ia  termed  i^  Inc^rporalu  in  Homan  LaWj  or  Incorporeal 
Property  in  Eogliah  Law 

In  recent  times  these  Incorporeal  Rights  have  attained  an 
etmrmons  magnitade,  aud  increased  at  a  much  greater  ratio  than 
Corporeal  Property.  But  as  each  of  theae  different  kinds  of 
Right  can  be  bought  and  sold  or  exchanged :  or  their  Valm 
eon  hi  measured  in  Momy:  they  ore  equally  classed  under  the 
terros  Pecmiia^  Bona^  Rm^  Merx^  in  Eoniau  Law;  under  the 
terms  oticov^  ;(^^Ta,  frpdyfiara^  vkovroSt  wtptovcrui,  J^opftiy  in 

Greek  Law  :  under  the  terms  **  Goods,*'  **  Chattels,"  '*  Effects  " 
•*  Substance^"  "  Estate/*  *' vendible  or  marketable  Com  modi  ties" 
in  English  Law :  and  therefore  under  the  term  Wealth  in 
Eoonomict 

Commerce  or  Economics  i^  the  Science  which  treaU  af 
the  Exchanges  of  Bights 

18*  Several  eminent  Jurists  have  observed  that  Juris- 

pnidcnce  is  the  science  of  Rights,  Ort<>lan  observes  that 
Jarisprudenoe  has  nothing  to  do  with  the  Things  themseWes, 
bnt  only  with  the  Rights  to  them.  So  says  Lord  Mackenzie— 

**  Natural  Philosophy  considera  things  according  to  their  physical 

properties,  Law  regards  them  as  the  objects  of  Rights  " 
And  as  Jurisprudence  is  the  Science  which  treats  exclusively 

aU>nt  Rights,  and  not  about  Things  ;  so  Commerce  or  Economics 
h  the  Science  wliich  treats  exclusively  about  the  Exchanges 
of  Rights,  and  not  about  the  Exchanges  of  Things 

And  it  is  for  tbis  reason  thai  mere  abstract  Rights^  wholly 
separated  from  any  material  things,  are  the  objects  not  only  of 
Jnrispradence,  but  also  of  Commerce  aud  Economics:  becanae 
Ihi^i  abstfttct  Eights  vm  not  only  be  infringed  npou  and  damaged, 
bnt  they  can  also  be  bought  and  sold,  and  are  therefore  articles  of 
commerce ;  and  the  business  of  Banking,  which  is  the  subject 
matter  of  this  work,  consists  chiefly  in  the  sale,  or  commerce,  of 
mere  Bights  of  action 

Uenoe  we  soe  that  the  true  meaning  of  the  word  Wealth  is 
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w  Szehangeable  Bight :   and  that  these  three  orders  of 
Kighis  may  be  exchanged  in  Six  different  ways— 

1*  The  Hight  or  Property  in  a  Material  Thing  may  be 
•wkaugeil  against  the  Right  or  Property  in  another  Material Haas 

J*  The  Right  or  Property  in  a  Material  Thing  may  be  ex- 
clwiged  against  the  Right  to  demand  so  mnch  Labour  or  Service 

^  The  Right  or  Property  in  a  Material  Thing  may  be  ex- 
«lMMiiged  against  the  Right  to  have  something  paid  or  done  at  a 
future  time 

4,  Thtt  Right  to  demand  one  kind  of  service  may  be  exchanged 
HIIMdiist  the  Right  to  demand  another  kind  of  service 

5«  The  Right  to  demand  a  certain  amount  of  service  may 
W  «»xohaiiged  against  the  Right  to  demand  money 

^«  The  Right  to  demand  money  may  be  exchanged  against 
(Mlv>thor  Right  to  demand  money 

Thus  it  is  seen  that  all  Exchanges  are  the  Exchanges  of  Rights 
i^iimt  Rights :  and  these  Six  kinds  of  Exchanges  of  Rights 
ivu«t  ituto  the  Science  of  Commerce,  or  of  Pure  Economics 

And  of  this  general  science,  the  business  of  Banking  consists 
^  the  Exchanges  numbered  (8)  and  (6) :  for  it  consists  in  the 
Kxolmnges  of  the  Right  or  Property  in  specific  sums  of  money 
l^iuHt  the  Right  to  demand  Money :  and  of  one  Right  to  demand 
HMHioy  against  another  Right  to  demand  money 

And  it  is  the  Exchange  of  these  kinds  of  Rights  which  is  the 

)i|l^H»t  matter  of  this  work 

(iH  M#  applkaHm  of  the  Positive  and  Negative  Signs  to 
Property 

18.  Koonomio  Quantities,  or  Economic  Rights,  are  then  of 

Ihiw  dintiuut  orders— 
I,  Rights  or  Property  in  some  material  substance 

wUii^  han  already  been  acquired 
)lt    Rights  or  Property  in  Labour  or  Service 
tt«  Rights  or  Property  in  something  which  is  only  h 

|#  aiHittirod  at  some  future  time 

Mpw  m  obierve  that  the  first  and  third  of  these  q[)ecies  of 
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Economic  Rights  are  Inverse,  or  Opposite^  to  cacli  other. 
Property  like  Janos  has  two  faces  phiced  back  to  back.  It  rej^^ards 
tho  Past  and  the  Future.  AVe  may  buy  and  sell  a  ri<?ht  to  a 
thiQg  which  has  actually  come  into  posseteion^na  well  as  the  Right 
to  a  Thing  that  will  only  come  into  possession  at  a  future  time : 
Property  therefore  is  of  Opposite  Qualities 

Now  in  all  mathematical  and  physical  Sciences,  it  is  invari- 
ably the  custom  to  denote  eimilat  Qnantitiea  but  of  Opposite 

Qualities  by  Opposite  Signs,  Hence  aa  a  matter  of  simple 
convenience,  and  following  the  irivariable  custom  iti  physical 
science,  if  we  denote  one  of  these  kinds  of  Property  as  Positive, 
we  may  as  a  distinguishing  mark  denote  the  other  as  Negative 

The  important  consequences  that  flow  from  this  notation  will 
be  explained  hereafter.  We  shall  simply  observe  at  present  timfc 
if  we  choose  to  denote  Property  in  a  thing  which  Jiai  been  acquired 
iu  time  pant  as  Positive,  we  may  denote  Property  in  a  thing 
which  ii  iohe  acquired  in  time  future  as  Negative 

Now  Property  in  a  thing  which  has  hem  acquired  is  Corporeal 
Property :  and  Property  in  a  thing  which  t*  to  bi  acquired  is 

Ii5  '  Property.    Heuce,  if  we  denote  Corporeal  Property  by 
th«  :..  e  Sign,  it  is  strictly  in  accordance  with  all  l^hysical 
Philosophy  to  denote  Incorporeal  Property  by  the  Negative  Sign 

And  as  in  all  Mathematical  and  Physical  Sciences  the  whole 

Science  compi^chends  both  Positive  and  Negative  Quantities :  so 
also  the  whole  Science  of  Economics  compi-ehends  both  Positive 
Economic  Quantities  and  Negative  Economic  Quantities  :  both 
Corporeal  and  Incorporeal  Property.  By  this  means  we  double  the 
field  of  Economics  as  usually  treated :  and  we  do  in  Economics 
what  those  did  in  Mathematics  and  Natural  Philosophy  who 
iutruduced  Negative  Quantities.  By  these  means  we  are  enabled 
to  obtain  the  solution  of  problems  which  all  preceding  Economists 
have  given  up  in  despair :  aud  it  is  by  this  means  only  that  the 
Theory  of  Credit  and  Banking  can  be  explained 

On  Ihs  Classification  of  Property 

120.
  We  shall  now  show  t

he  practical  couvenienc
e  which 

ariiei  from  applying  the  Positive  and  Negative  Signs  to  Property  : 
ttod  denoting  the  Uigiit  or  Property  iu  things  which  have  already 

m m ^^ 



28      THSOBT  ^ND  PRACTICE  OF  BANKING 

oome  iolo  exisfteiioe  as  Positive,  and  the  Right  to  things  which  are 
only  to  oome  into  existence  at  a  fatarc  time  as  N^ativc.  For 
many  species  of  Property  are  of  a  mixed  nature :  that  is,  the 
enlire  Pn^wrfy  in  them  consists  partly  of  Corporeal  Quaatities 

aal  partly  of  Inoorponal  Quantities 

Propeity  in  Land  is  the  highest  rh>perty  of  all :  and  to 
vadenlaiid  the  natnie  of  Property  in  Land  is  the  grammar  of 

Ptopnty  in  gomil 
Soppose  that  we  purchase  an  Estate  in  Land  for  the  som  of 

£101X000 :  wh»e  is  the  Value  for  oar  Money  ?  Does  it  consist 
in  Ihi^^  which  are  ahtdly  in  existence?  The  veriest  tiro  would 
>iKf  Owtain^y  not    Where,  then,  is  the  equivalent  for  the 

WImi  w«  pirohase  an  BiUte  in  Land,  we  purchase  the  Bight, 

«r  Pk^pctty.  Mi  on^  in  the  existing  products  of  the  land  and 
IiAmt  i  tttch  m  ttm  hooM^  the  timber,  the  crops  on  the  ground, 
tal  dte  tl*  Si(^i  to  receite  its  annual  products  for  ever :  that  is, 
|#  a  MffM*  of  piodiMto  which  will  only  come  into  existence  at 
4ritiiitr  inNtnnili  Df  Iibm  for  ew.  Thns  we  purchase  not  only 
Ai^ «fMJty«U04iai!^  hmd:  but  also  its  CapaX^ity 

lin  («vik<^  fMiM«  priteola  lo  the  end  of  time— say  £3,000  a  year 

TtMi  PtvyiiNrly  in  Land  nuqr  be  conveniently  denoted  thus— 
Krirt^  (AHlikcte  ttf  Land  (+)  together  with  —  £8,000, 

^  *Jk*N^  —  *».«W    •••.    for  ever 
WlM^  tti»  IMliv^  S%m  denotes  the  products  which  have 

llndty  vvw#  Mo  <Mi(f4^MM :  and  the  N^^atiTe  Sign  denotes  the 
MN^Mla  wMcti  wtH  W^  i\>ttM  into  existence  year  by  year  for 

HM  lkM>Vi^  IkiO  jwwr^  )w^>lincts  of  the  hnd  will  only  come 

|lftKk0\ikiMitI0  «l  Amwco  UMi^rvnk  of  time,  the  Kight  or  Pro- 

MHy  ̂   t^^^^  ̂ ^  ̂ ^  ̂   ̂"^^^"^  ̂ ^  existence,  is  Present* 
Sik  ̂M^  W  M|t^  <Mi4  ;wM  like  a^y  material  diattel,  such  as  a 

y|lkK«v^)Ny^  ̂   M"  M^"^  vHWms  Thai  is  to  say,  ̂ eadi  of  these 

llijiMdt  v^v^Jt^'^^  ̂   ̂ ^^  ̂   ̂   Present  Value:  and  the 

nnini>»iiv  J*M«^'>  v4t  Ife^  UoitU  i»  {ttitt()4y  the  Sum  of  the  Present 

Wj^^^^  v^  NHan  «^^[«^iL  ̂   Aftl«^«^  p^^lncts  for  ever 

4ij^  «Mm^  Mt  emM  ̂   ftrtttn  pradnote  is  infinite,  a 
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rimple  ftl^bmical  formnla  shews  that  it  has  a  finite  Hmit :  and 
that  thiite  iiniit  depends  chiefly  on  the  current  Kate  of  Interest. 
When  the  u^aal  Rate  of  Interest  is  three  per  cent.,  the  total  Value 
of  Land  is  abont  33  times  its  annual  value :  couBequenbly  32 
part«  ont  of  33  of  the  total  Protxirty  in  Land  is  Incorporeal ;  the 
remaining  one  part  only  being  Corporeal 

Noiir,  when  a  parchaBer  has  bought  an  Estate  in  Land^  it  may 

be  snid  without  any  very  great  metaphor  that  it  O'wes  him  a 
eries  of  annual  payments  for  ever :  as  he  bouglit  it  merely  in  the 
Blief  or  expectation  that  he  would  receive  these  prodact«.  Hence 

we  may  call  this  Right  to  receive  the  futare  products  of  the  Land 
the  Credit  of  the  Land.  And  by  the  notation  we  have  adopted, 
it  is  a  Negative  Economic  Quantity 

Many  Banks  in  Central  Europe  have  been  founded  for  the 
pnqwiise  of  making  advances  to  cultivate  land,  on  the  principle  of 
demanding  an  annual  instalment  of  repayment  ont  of  the  products 
of  the  Land.  These  are  called  Banks  of  Oredit  Fonfm\  or  Banks 
of  Land  Credit 

Personal  Credit* — Now  a  man  exercising  any  profitable 
bosiness,  or  profession ^  is  an  Economic  Quantity  analogous  to 
Land.  He  may  have  accamulated  a  quantity  of  money  as  the 
fruits  of  his  past  industry :  hut  over  and  above  his  accumulated 
money,  his  possesses  his  Skilly  his  Abilities,  his  Character;  in 
short,  his  Capacity  to  earn  profits  in  the  fuhire,  as  he  has 

ftlm^y  in  the  pmt:  and  of  coarse  he  has  the  I^roperty  in  the 
expected  future  profits  of  Ms  industry 

And  he  may  trade  in  two  ways :  he  may  trade  with  the  Money 
be  haa  already  acquired :  or  he  may  porchaae  goods  by  giving  in 
exchange  for  them  the  Hight  or  Property  to  demand  jmy- 
mmil  ai  a  future  time  out  of  his  profits  which  are  to  be  earned  in 
Aiture*  Personal  Character  used  in  this  way  ns  a  Purchasing 
Power  is  termed  Credit :  and  as  we  have  b^tu  that  Anything 
which  has  Purchasing  Power  is  Wealth :  it  necessarily 
follows  that  Money  and  Credit  arc  cqutilly  Wealth 

This  must  soffioe  here  to  indicate  the  origin  and  nature  of 
Credit,  which  will  be  more  fully  investigated  in  a  future  chapter 

It  it  obvious  tliat  the  other  kinds  of  Incorporeal  Property  we 
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Imve  Tnonticmofi,  the  Funds,  Shnrea  in  Commercial  Compjiniee,  the 
Oocxlvvill  of  u  business,  Copyrights,  Patents,  &c.,  are  nil  of  the 
FJimo  tmturo  as  Credit :  they  are  all  Rights  to  fuiure  Profits  or 

Payments 

KtHTij  Sum  of  Money  is  Equivalent  to  tU  Sum  of  ihs 
Present  Values  of  an  Infinite  Series  of  Future 

Payments 
81,  The  explanation  of  the  Theory  of  the  Value  of  Land 

demonstnitcs  n  proposition  of  ̂ rent  importance  in  Economics 
It  was  seen  that  tlie  £100,000  given  to  purchase  the  Estate  in 

Land  i  spectcd  to  piodnce  £3,000  a  year  for  ever,  was  in  reality  to 
buy  tho  Snui  of  the  Eights  to  the  future  prtdticts  for  ever.  Each 
iuiluml  Proiluct  has  a  Present  Value  ;  and  the  Value  of  the 

l^ind  i»  «iinply  iho  sum  of  these  Present  Values 
Hut  tho  w>rne  is  evidently  true  of  every  Sum  of  Money  what- 

ivver*  IIt*nco  any  Sum  of  Money  is  not  only  equfd  in  value  to  a 
Quiintity  of  OiUHls  or  Services,  but  also  to  a  Perpetual 
Annuity  :  or  the  Eight  to  receive  an  infinite  aeries  of  future 

pnititd HcncH^  an  Annuity  or  the  Sight  to  receive  aseriesof  fntnr© 

|myru»*nt«  is  als^  an  Economic  Quantity  :  and  may  be  bought  and 
mM  likt^  any  other  Economic  Quantity.  A  sum  of  Money  may  he 
|miil  to  buy  an  Annuity  :  and  equally,  an  Annuity  may  be  paid  to 
btiv  a  Sum  of  Money  cither  paid  down  at  once,  or  at  some  agreed 

iilHm  llituro  time 

th  ik$  rHiHftcHm^  Mwtm  Rights  h  ThingP^  or  Jura  in 

B#  w  to  Rem;  and  Rights  acfainsl  Persons, 

#r  Jura  in  Personam  or  ad  Rem 

M«  \Vi*  h»ivo  now  i^  notitv  a  distinction  between  diffeix^nt 
KomU  of   lHt^|HTty,  or  RighU,  of  tho  gmitest  importance  in 

i ,,  i ;  rty  or  RiKhlJ*  aiv  uf  two  sorta^ 
h  T\w  Vt\H^*viy  or  Right  to  a  specific  chattel  termed  in  Law 

1^1^  ,  rem*  without  being  related  to  any  one 
«te  v4iU«<l  in  Rnuian  I^w  f>omumm 
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When  a  peraon  baa  soch  Property  or  siioh  sole  and  excla«?i\'0 
fitght  ia  any  chattel^  he  may  sell  or  transfer  it  to  any  one  elge  tie 
pIcMise*  Money,  cattle,  timber,  and  other  goods  are  subject  to 
this  kind  of  Property.  And  hence  the  Proprietor  may  freely 
alienate  or  sell  and  transfer  any  of  hia  own  money,  &c,,  to  any 
one  he  pleases 

2.  Property  or  Rights  held  in  Contmct  or  OWigation,  called 
ia  BomaTi  Law  a  Jus  in  Personam,  or  ad  rem  {a^^quirm- 
dam)  :  when  a  Person  bus  a  Higlit,  not  to  any  specific  thin^,  bni 
only  against  a  Person,  to  €ompel  bim  to  pay  or  do  something 

A  simple  example  of  this  kind  of  Property,  or  Right,  is  the 
Contract,  or  Obligation,  of  Debt :  where  one  Pennon,  the  Creditor, 
has  only  a  Right  to  demand  a  sum  of  money  from  some  other 
Pereon,  the  Debtor.  In  such  a  case  the  Creditor  hiisno  Right  to 

any  specific  money  in  the  Debtor's  possession :  but  he  has  only 
a  Bight  of  action  to  compel  the  Debtor  to  pay  him  a  sum  of  Money^ 
or  do  something.  And  the  Right  of  the  Creditor  exists  against  the 
Debtor  whether  the  Debtor  has  any  Money  or  not 

The  former  kind  of  Rights  are  called  Real  or  Corporeal  Righta 
or  Property,  because  they  are  always  Eighths  to  certain  specific 
things :  the  latter  are  called  Personal  Bights  or  Incor- 

poreal Property,  because  they  are  merely  abstract  Riglits 
i^inst  a  Person  wholly  severed  from  any  specific  chattel 

But  each  of  these  classes  of  Rights  may  be  bought  and  sold,  or 
exchanged :  the  Value  of  each  class  cun  be  nhea^ur&d  m  Momi/ : 
and  hence  they  are  each  equally  Pecunia,  Res,  Bona,  Merx,  in 
Roman  Law  ;  xp^^ra^  ippay/iara,  oticos,  in  Greek  Law  ;  Goods 
and  Chattels,  or  Vendible  Commodities  in  English  Law :  and 
therefore  Wealth  in  £oonomics 

It  must  be  obserTed  tluit  in  Corporeal  Property,  the  Right 
and  the  specific  corims  cannot  be  separated  :  they  cannot  be  bought 
and  sold  Bepamtely  and  iudependently  of  each  other  :  they  must 
always  go  U»gether  :  and  hence  they  form  but  one  Property 

But  in  Incorporeal  Property,  the  mem  Abstract  Right  h 
aliiktlutely  separated  from  any  specific  corpus.  This  class  of 
nights  is  bought  and  soM,  or  exclianged,  sepanit4ily  :  and  tliere- 
fore  the  whole  niafis  of  Lieor|H>real  Property  is  itself  independent 
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Exobftngeable  Property :  joBt  like  so  much  money,  or  coals,  ot 

timlxT,  or  land,  or  hooses,  or  jewelry,  or  cattle,  or  any  otljrr 
miiterial  chattejg :  and  in  fact  in  this  cororaercial  ooantry  the  mass 

of  Incorporeal  Properly  of  various  kinds  exceeds  many  times  the 
niiMi  of  OoriJoreal  Property 

Definition  of  Value 

03.  Economic  Qiiantitiefl  are,  as  we  have  Been,  of  Three 

illHtiriot  ordoFR  or  gpecieg,  any  one  of  which  may  be  exchanged 

a^^iiiiiHt,  any  one  of  the  others 
Now  if  tit  any  time  any  Economic  Quantity  A,  can  be 

(!X('hiing(*(l  fitr  any  other  Economic  Quantity  B,  then  each  of  theaa 
two  Qiuintities  is  termed  the  Value  of  the  other 

BiipjK>rto  that  at  any  time  ono  ounce  of  gold  will  exchange  for 
ir»  ouncoH  of  silver,  then  it  is  said  that  one  ounce  of  gold  is  of  the 

Vnlue  of  15  ounces  of  silver  which  is  simply  this  equation^- 
1  y«.  (lold  =»  15  ozs.  Silver 

Uvncxi  Viilue  may  Ixj  said  to  be  the  Sign  of  Equality  between 

any  two  Kconomic  Quantities 

We  httve,  then,  this  ddinition — 
The  Value  of  miy  Eronmm  Quantity}  i»  any  other 

/'Economic  Quanlittj  for  which  ii  mn  h$  ex4-hmi0fd 
Ilonco  any  Economio  Qunntity  has  as  many  Values  as  other 

Qiiantiiies  it  can  he  exchanged  for:  and,  of  oourEO,  if  itoanbe 
t).\tifmn«(od  for  notliin'^.^  it  has  no  value 

Value,  thi'ii'forr',  liy  thu  detliiition,  requires  two  objecta  :  just 
In  the  iame  way  ha  Distance  and  Ratio  require  two  objects.  A 

siiiffb  olijoct  ciuinet  have  Vuhio»  any  moii3  than  a  single  object  can 
Iw  Uintiint  or  Equal.  If  we  are  told  that  any  object  is  Distant  or 

l'^lnal,  wo  irnntediutelyiisk  Distant  from  what?  or  Equal  to  what? 
Hii  if  it  ii«  mid  that  u  Qu:uility  hm  Value,  we  must  ask — Value  in 
whiif  And  it  is  cloar  that  as  it  ia  absurd  to  speak  of  a  single 

iihjeet  having  AlwnhUe  or  Intrinsio  Diglnncc  or  Equality,  so  it  is 

otpuilly  ahsutxl  to  H^Hnik  of  a  Quantity  having  Absolute,  or  Intrinsic, 
Value 

llimoo,  the  student  must  observe  that  in  Economics  the  word 

Wealth  ia  merely  a  technical  term  for  any  Quantity  that  i»t]  be 

I  '  \\  and  that  the  Tlicory  of  Value  denotes  the  Laws  of 
I  mui  u(  Exdiangcable  Quantities 

ife mmm 
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This  must  snfBce  here  for  the  Definition  of  Value :  the  Theory 
of  Valae  will  form  the  subject  of  the  next  chapter 

On  Money  and  Credit 

84.  Money  and  Credit  are  the  only  Economic  Quan- 
tities with  which  Banking  deals,  and  we  must  now  explain  their 

nature  clearly 

We  have  abundant  evidence  that  in  the  e^rly  ages  of  the  world 
there  waa  no  such  thing  as  Money.  When  persons  traded  they 
exchanged  the  products  directly  with  each  other,  Thus  we  have 
in  Uiad,  vii.  468— 

**  From  LemnOB*  iale  a  nmnGroaB  fleet  had  come 
Freighidd  with  wioe   
  AU  the  other  Greeka 

Huteaed  to  porohase,  some  with  brass,  and  acme 
With  gleaming  iron :  Bome  with  hideSi 
Cattle  and  alaTea 

This  exchange  of  products  against  products  is  termed  Barter : 

and  the  incon\i?nicnce8  of  this  mode  of  ti*ading  are  palpable. 
What  haggling  and  bargaining  it  would  require  to  determine  how 
moch  leather  should  be  given  for  how  much  wine  I  how  many 
osen  or  how  many  slaves  1  Sume  ingenious  person  would  then 
discover  that  it  would  greatly  facilitate  tmtlic  if  the  things  to  be 
exchanged  could  bo  referred  to  some  common  Measure  of  Value. 
There  are  several  passages  in  the  Iliad  and  Odyssey  which  shew 
ibat  even  while  tralhc  had  not  advanced  beyond  barteri  such  a 
etuidard  of  reference  was  used.  We  find  that  various  things  were 
frequently  estimated  as  being  worth  so  many  oxen.  Thus,  in 

Iliad  ii.  448,  Pallas's  shield,  the  ̂ gis,  had  one  hundred  tassels, 
each  of  the  valae  of  one  bundled  oxen,  la  Iliad  vi*  234,  Homer 
laughs  at  the  folly  of  Qlauciifi^  who  exchanged  his  golden  armour, 
worth  one  hundred  oxen,  for  the  bronze  armour  of  Diomede,  worth 
nine  oxen.  In  Iliad  xxiiL  708,  Achilles  offers  as  a  prize  in  tlie 
funeral  games  in  honour  of  Patroclus,  a  large  tripod,  which  the 
Greeks  valued  among  themselves  at  twelve  oxen  :  and  to  the  loser 
a  female  slave,  whom  they  valued  at  four  oxen 

But  it  must  be  observed  that  these  oxen  did  not  pass  from 
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hand  to  hand  like  Money.  The  state  of  barter  continned,  as  it  is 
quite  common  at  the  present  day  to  exchange  goods,  according  to 
their  value  in  money,  without  any  actual  money  being  used.  Such 
a  state  of  things  in  no  way  iinplied  the  existence  or  use  of  money 

86.  The  necessity  for  Money  arises  from  a  diflbrent  caose. 
So  long  as  the  things  exchanged  were  equal  in  value  there  would 
bo  no  need  for  money.  If  it  always  happened  that  the  exchanges 
of  products  or  services  were  Equal,  there  would  be  an  end  of 
the  transaction.  But  it  would  often  happen  that  when  one  person 
requiixid  some  product  or  service  from  some  one  else,  that  person 
would  not  require  an  equivalent  amount  of  product  or  service  j&rom 
him,  or,  perhaps,  even  none  at  all.  If,  then,  a  transaction  took 
pliicc  witli  such  an  Unequal  result,  there  would  remain  a  cer- 

tain amount  of  product  or  service  due  from  the  one  to  the  other : 

and  this  would  constitute  a  Debt — ^that  is  to  say,  a  Eight,  or 
Property,  would  be  created  in  the  person  of  the  one  who  had 
received  the  less  amount  of  service  or  product  to  demand  the 
buhineo  due  at  some  future  time :  and  at  the  same  time  there 

would  bo  the  corresponding  Duty  created  in  the  person  of  the 
other  who  had  received  the  greater  amount  to  render  the  balance 
duo  when  required 

Now  among  all  nations  and  persons  who  exchange,  this  result 
inUHt  inevitably  happen:  persons  Want  something  from  others 
when  tlioso  others  want  nothing,  or  not  so  much,  from  them. 
And  it  is  easy  to  imagine  the  inconveniences  which  wonid  arise  if 
|M)rrionH  never  could  get  anything  they  wanted,  unless  the  persons 
who  could  supply  those  things  wanted  something  in  return  at  the 
name  time 

In  process  of  time  all  nations  hit  upon  this  plan :  they  fixed 
upon  Homo  material  substance  which  they  agreed  to  make  always 
cx(!hung(uiblo  among  themselves  to  represent  the  amount  of 
Debt 

That  is,  if  an  Unequal  exchange  takes  place  among  persons, 
to  IcMivin^  a  bahmco  due  from  one  to  another,  the  person  who  has 
rciMiJvtuI  the  gnuiter  amount  of  product  or  service  gives  a  quantity 
of  thU  Uuivemilly  Exchangeable  Merchandise  to  make  up  the 

li)ilun(*o  I  MO  that  the  {x^rson  to  whom  the  balance  of  product  is 
(lilt)  may  Kut  au  equivalout  from  some  one  else 
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Sdppoee  that  a  \rine  dealer  waais  bread  from  a  baker ;  but  the 
baiter  wants  no  wioe,  or  not  ffo  much  wine  from  the  wine  dealer 

The  wine  dealer  takes  the  bread  from  the  baker,  and  gives  him 
in  exchange  as  mnch  wine  aa  he  wants,  and  makes  np  the  balance 

by  giving  him  the  amoont  of  this  generally  Exchangeable  Mer- 
cbaudifle  eqai?alent  to  the  deficiency :  or  if  the  baker  wants  no 
wine  ut  all,  the  wine  dealer  gi?e8  him  the  fall  eqnivalent  of  tbd 
bread  in  this  Merchandise 

Tb©  baker,  perhaps,  wants  meat  or  shoes,  but  not  wine. 
Having  received  the  uninjrsally  Exchangeable  Merchandise  from 
the  wine  dealer,  he  goes  to  tlie  shoemaker,  or  butcher,  and  obtains 
fhjm  tliem  the  equivalent  of  the  bread  he  sold  to  the  wine  dealer. 
Hence  the  satisfaction  which  was  due  to  him  from  the  wine  dealer 

ii  paid  by  the  butcher  or  shoemaker 

36.  This  aniversally  Exchangeable  Merchandise  is  called 
Money :  and  theae  circnmstances  shew  its  fundamental  nature* 
Its  function  is  to  represent  the  Debts  which  arise  from  TXn-» 
equal  ej^changes  among  men  :  and  to  enable  persons  who  have 
rendered  servicaa  to  others,  and  have  received  no  equivalent  from 
theiD,  to  obtain  that  equivalent  or  satisfaction  from  some  one  else 

Many  species  of  Merchandise  have  been  used  for  this  purpose : 
but  however  diflferent  in  their  form,  this  is  the  nniver-^al  want 
they  supplied  :  and  the  true  nature  of  Money  is  to  be  a  Bight 
or  Title  to  demand  something  to  be  paid  or  done  by  some  one  else 

Now,  when  one  person  takes  a  piece  of  Money  in  exchange  for 
prodnda  or  services,  he  can  neither  eat  it,  nor  drink  it,  nor  can  he 
clothe  himself  with  it :  it  is  of  no  absolute  direct  use  in  itself :  its 

BoIe  use  is  to  be  a  Bight  or  Title  to  demand  something  from 
Bome  one  else :  and  the  person  who  receives  it  in  exchange  for 
prodocta  or  6»?rviccs,  only  agrees  to  do  so  because  he  Believes 
that  he  can  exchange  it  away  again  for  something  which  he  doea 

want  whenever  he  pleases.  It  is^  therefoi*e,  what  is  teroiied 
Credit 

Thus  a  London  merchant,  F.  Cradocke,  in  the  time  of  the 

Commonwealth,  says — 
"  Having  now  pointed  out  the  inconvenience  of  thejse  metals 

(Gold  and  Silver)  in  which  the  medium  of  commerce  or  TJni- 
TWBbX  Credit  bath  formerly  been  placed    ..... 

D2 
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"  Now,  that  such  Credit  is  as  ̂ ood  as  Money  will  appear, 
if  it  be  observed  that  Money  itself  is  nothing  else  but  a  kind 

of  Security,  which  men  receive  upon  parting  with  their  com- 
modities, as  a  ground  of  Hope  or  Assurance  that  they  shall 

be  repaid  io  some  other  commodity  :  since  no  man  wonld  either 
scl!  or  part  with  any  for  the  best  Money,  but  in  hopes  thereby  to 

procure  some  other  commodity  or  necessary '' 
So  Edmund  Burke  speaks  of  Gold  and  Silver  as — "The  two 

great  recognised  species  tliafc  represent  the  lasting  conventional 

Credit  of  mankind  " Hence  we  see  the  Fundamental  Nature  of  Credit 

Credit  «Vr  anything  which  is  of  no  direct  um  in  if  self:  hui 
which  is  taken  in  exclianfje  for  something  ehe,  sokhj  in  the  Belief 
or  Confidence  tfud  we  haim  the  Right  io  exchange  U  awag  again 
for  something  else  we  do  reqidre 

Credit  is,  therefore,  the  Bight  or  Property  of  de- 
manding something  to  be  paid  or  done  by  some  person*  It 

is  the  Bight  to  a  future  payment :  and  it  must  be  carefully 
observed  that  it  is  the  Name  of  a  certain  species  of  Bight  or 
Property 

Aristotle,  Bishop  Berkeley,  the  Physlocrates,  Smith, 

Thornton,    Bastiat,  Mill,  and  Jurists  hav^  sem 
the  (rue  Iia(ur&  of  Motieg 

27.  The  subject  of  Money  and  Credit  is  of  such  fundamental 
importance,  and  so  much  misconception  has  prevailed  regarding 
it,  that  we  must  now  show  that  a  whole  series  of  writers  have 
Been  the  identical  nature  of  iloney  and  Credit 

Thns  Aristotle  says — 

**V7rep  5c  TT7«  ftcXXouoTj^  aXXayir}?  (ct  vvv  firf^iv  Sctrat,  ori 

iarai  €nv  &€r^Bjj)  to  No/A£(T/ia  oiov  *Eyyvijn;s  IfTTiv  rifuv*    Stt  yip 

^*  Bid  U'iih  regard  to  a  fid  are  exchmu/e  (if  we  want  nothing  ai 
f>rcstnty  (hat  it  rung  take  } dace  when  we  do  want  something)  Money 
i$^  as  it  were,  our  Security.  For  U  is  tmusary  that  hs  wh<^ 

brings  it  should  he  able  to  gel  what  he  uwits  " 

%>  an  old  pamphleteer,  in  1710,  saw  the  same  truth*    He  sayi, 
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"Trade  fotind  itself  unsofferably  etmightened  aad  peq>lexed  for 
imot  of  a  general  specie  of  a  complete  intrinsic  worth  as  the 
tDedinm  to  supply  the  defect  of  exchangiag^  and  to  make  good  tM 
%fanciy  where  a  nation  or  a  market  or  a  merchant  deraauda  of 
Qother  a  greater  quantity  of  goods  than  either  the  buyer  bath 

goods  to  answeTj  or  the  seller  hath  occasion  to  take  back  '^ 

So  the  great  metaphysician,  Bishop  Berkeley^  says  in  his 

Qmriit — 21.  Whether  other  things  being  given,  as  climate,  soil,  &c., 

the  wealth  be  not  proportioned  to  indaetr}',  and  this  to  the  Cir- 
culation of  Credit,  be  the  Credit  circalated  by  what  Tokens 

or  Marks  wliatever  ? 

24*  Whether  the  true  idea  of  Money,  as  sncb,  be  not 
altogether  that  of  a  Ticket  or  Counter  ? 

25.  Whether  the  terms  crown,  livre,  pound  sterling,  are  not 
lo  bo  considered  as  exponents  or  demonstrations :  and  whether 
Ck>ld,  Silver,  and  Paper  are  not  Tickets,  or  Counterfl, 
for  reckoning,  recording,  and  transferring  such  denominations  ? 

85.  Whether  Power  to  command  the  Industry  of  others 
be  not  real  Wealth  ?  And  whether  Money  be  not  in  troth 
Tickets,  or  Tokens,  for  recordiug  and  conveying  such 
Power :  and  whether  it  be  of  consequence  what  material  the 
Tickets  are  made  of  ? 

42(J,  Whether  all  circulation  be  not  alike  a  circulation  of 

Credit  whatsoever  medium — Metal  or  Paper — is  employed  ; 
and  whether  Gold  be  any  more  than  Credit  for  so  much 
Power  ? 

So  also  Queries  441,  449,  450,  45£),  475,  and  many  otliers 

It  is  one  of  the  special  merits  of  the  Physoicmtes  that  they 
clearly  saw  the  true  nature  of  Money.  Among  many  others, 

Baudeau,  one  of  the  most  eminent  of  them,  says — 

''This  coined  Money  in  circulation  is  nothing,' as  I  have 
said  elsewhere,  but  eJfeetivo  Titles  on  the  general  mass  of 

useful  and  agreeable  enjoyments,  which  cause  the  well-being  and 

propagation  ot  the  human  race  " 
'^  It  is  a  kind  of  Bill  of  Exchange,  or  Order,  payable 

ftt  tlie  will  of  the  bearer  " 
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''  Instcftd  of  taking  his  share  in  kiad  of  all  matters  of  snb- 
Bislonce«  and  all  mw  produce  annually  growing,  the  sovereign 
demands  it  in  MonoT«  tho  effective  Titles,  the  Order,  the 

BUI  of  Bxchmnge,  v^c/' 

Si>^ith»^T9— '^  A  Guinea  may  be  considered  as  a  Bill 
fi>r  a  ivrtaiu  quantity  of  necessaries  and  conveniences  upon  all 

Ib^  tradwuK'n  in  tho  neighbourhood  ̂  

9<^  Henry  Thornton,  the  eminent  banker,  says—"  Money  of 
eterv  kind  i«  an  Order  for  goods.  It  is  so  considered  by  the 
labourer  when  \w  receives  it :  and  it  is  almost  instantly  turned 

into  money's  worth.  It  is  merely  the  Instrument  by  which 
the  purehaseablo  stock  of  the  country  is  distributed  with  con- 
^*enienoe  and  advantage  among  the  several  members  of  the 

community  ** 

This  groat  Aindamental  truth  was  also  very  clearly  seen  by 

Baatiat— 
"  Tins  in  now  the  time  to  analyse  the  true  functions  of  Money, 

leaving  ont  of  cousidonitiou  the  miners  and  importation 

••  You  have  a  Crown  piece.  What  does  it  mean  in  your 
hand«  P  It  in,  as  it  wore,  the  witness,  and  the  proof  that  you  have 
at  mmie  timo  douo  some  work,  which,  instead  of  profiting  by,  you 
ha\t>  allowiHl  society  to  enjoy  in  the  person  of  your  client.  This 
Vt\^m\  piiHHt  witno&scs  that  you  have  rendered  a  service  to  society, 
anil«  n)ort>oYer,  it  states  the  Value  of  it.  It  witnesses,  besides, 

that  you  have  not  reci'ived  back  from  society  a  real  equivalent 
iervioo  uM  wa^i  your  Right.  To  put  it  in  your  power  to  exercise 
Uie  Rlirht  wluii  and  hosv  you  please,  society,  by  the  hands  of 

your  elieuti  Iuim  given  you  an  Acknowledgment  or  Title,  an 
Ordtx*  of  the  State,  a  Token,  a  Crown  piece,  in  short, 
whioh  doeM  not  ditTor  IVom  other  Titles  of  Credit,  except  that 
H  oarrlen  itn  Value  in  it^lf  (?),  and  if  you  read  with  the  eye  of 
IIk^  \\\\\\\\  the  innoriptiou  it  l^ears,  you  will  distinctly  see  these 

WiMHln  I  *  I\y  to  the  U'arer  a  service  equivalent  to  that  which 
If  liaH  ivudeivd  to  nooiety,  Value  roceived,  stated,  proved,  and 

muvd  hv  tl\at  whieh  in  en  mo  *  ** 
^  After  that  yon  iHHie  your  Crown  piece  to  me.    Either  it  is  a 
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pfcaent,  or  it  ia  fn  exchangee  for  gomctliino;  else.  If  yon  give  it 
me  as  tho  price  of  a  service,  see  what  follows :  your  account  as 
legftrda  the  real  Batiefaction  with  society  is  satisfied,  balanced, 
ekised.  Ton  rendered  it  a  service  in  exchange  for  a  Crowa  piece  : 
yoa  now  restore  it,  the  Crown  piece,  in  exchange  for  a  serTice  :  so 
far  aa  regards  you  the  account  is  settled.  But  I  am  now  jnst  in 
the  position  you  were  before.  It  is  I  now  who  have  done  a  servico 
to  society  in  your  i)er8on.  It  is  I  who  have  become  its  Creditor 
for  the  value  of  the  work  which  I  have  done  for  yon,  and  which  T 
coald  devote  to  myself.  It  k  into  my  hands,  therefore,  that  this 
Title  of  Credit  should  pass,  the  witness  and  the  proof  of  this 
social  Debt.  You  cannot  say  that  I  am  richer,  because  if  I  have 

to  receive  something,  it  is  because  I  have  given  something  " 
*'  It  is  enough  for  a  man  to  have  rendered  services,  and  so  to 

have  the  Right  to  draw  upon  society,  by  the  means  of  exchange, 
for  equivalent  services.  That  which  I  call  the  moans  of  exchange 
is  Money f  Bills  of  Exchange,  Bank  Notes,  and  also 
Bankers,  Whoever  has  rendered  a  service,  and  has  not  received 

an  equal  satisfaction,  is  the  bearer  of  a  Warrant,  either  pos- 
aetsed  of  Value  such  as  Money  {?),  or  of  Credit  like  Bank 
Notes,  which  gives  him  the  Right  to  draw  from  society,  when 
be  likes  and  where  he  likes^  and  under  what  form  he  will,  an 

e^oivalent  service  '* 

So  Mill  says—**  The  Pounds  or  Shillings  which  a  person 
leoeivea  weekly  or  yearly  are  not  what  constitutes  his  income  : 
they  are  a  sort  of  Ticket  or  Order,  which  he  can  present  for 
payment  at  any  shop  he  pleases,  and  wliich  euLitles  him  to  receive 
a  certain  value  of  any  commodity  that  he  makes  choice  of.  The 
farmer  pays  his  labourers  and  his  landlord  in  these  Tickets,  as 

the  most  convenient  plan  for  himself  and  them  '* 

It  is  80  clearly  understood  that  Money  is  in  reality  nothing 
morc  than  the  Right  to  demand  f^«»metliing  to  be  paid  or  done, 
that  many  Jurists  expressly  class  it  under  the  Title  of  Incorporeal 
Property 

Thus  Vukcius  sap — 

^  Nnmtnus  in  quo  non  Materia  ipsa,  sed  Valor  attenditur" 
''  Mo/ieif  m  which  not  the  Material  btU  the  Value  (b 

r^arded  " 
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That  in,  we  deeire  or  demand  other  things  for  the  direct  satia- 
fnotion  they  give  U8:  but  we  only  desire  Money  for  the  other 
tlir»|?«  it  will  purchase 

Sold  and  Silver  Money  may,  therefore,  be  justly  termed 
MetalUc  Credit 

Though  the  fundamental  nature  of  Money  is  that  it  is  a  mere 
Right  of  demanding  something,  yet  the  Quantity  of  Matter,  or 
Stuff,  which  is  required  to  represent  any  amount  of  Debt,  or  as 
the  equivalent  of  any  csommodity  against  which  it  is  exchanged, 
will  entirely  depend  upon  the  general  laws  of  Value 

Different  Substances  fued  as  Money 

88.  Thus  it  is  seen  that  writers  of  all  claases,  Philosophers, 
HcuuuuiiKts,  Merchants,  Bankers,  and  Jurists  are  perfectly  agreed 

upon  tlie  fiiTidamental  Nature  of  Money.  It  represents  In- 
dobtodness  :  ov  services  due :  it  represents  the  Bights 
whleh  itM  liuldors  have  to  demand  some  product  or  service  in 
r»ooi»ponflo  for  some  service  they  have  done  to  some  one  else 

A  great  many  different  substances  have  been  used  by  different 
tmtkniN  to  represent  this  unirereal  want.    The  Hebrews,  we  know> 
nmnl  Silver :  although  no  money  was  in  use  in  the  times  of  the 

lluiuerir  pcKMUH,  (*o{»[>er  bars  or  skewers  were  sometime  aflcrwarda 
(iwnl  ii«  Money  in  Umeee*    The  Ethiopians  used  carved  pebbles  : 

lhi»  i^arthftgioiana  used  leather  discs  with  some  mysterious  sub- 
•UiHi«  JHiwn  up  in  them.    Throughout   the  ilauds  of  the  Eastern 
iHHuin,  ami  tnany  |)ur(8  of  Africa,  shells  are  still  used.    In  Thibet, 
HUd  mnuM  juirta  of  China,  little  blocks  of  compreeaed  tea  are  used 

M  iiiiitiey.     In  the  last  century  dried  cod  was  used  in  Ne\i'fQund* 
1 1  ir  in  the  West  Indites ;  nnd  tobacco  in  Virginia.    Smith 

tu  liis  day  naila  were  used  as  money  in  a  Tillage  in 
Uud.    In  lomo  of  tbo  American  colonies  powder  aud  shot: 

I  '      logwood  :  and  luuoug  the  North  American  Indians 
>  lu  were  usi'd  as  money.    We  read  of  another  people 

M»  fur  small  chango^and  the  skulls  of  tfieir  enemies 

Ir  in  tfiiid  that,  in  18G7,  Uk*  pn»|>rietor9  in  Vir- 
J  to  such  Btraitii  t^  to  use  dried  squirrel  skins  as 

vuutriiM,  many  other  thingts  have  been 
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Bat  when  w©  consider  the  purposes  for  which  Money  U 
intended^  it  is  eaailj  seen  that  no  eabstance  possesses  so  many 
advantages  as  Metal*  The  use  of  Money  being  to  preserve  the 
record  of  services  due  to  the  owner  of  it  for  any  future  time,  it  is 
clear  that  Money  should  not  he  liable  to  alter  by  time.  A  money 
of  dried  ood  would  not  be  likely  to  keep  very  long,  nor  would  it 
be  very  easily  divisible.  Not  many  bankers  would  like  to  keep 
their  accounts  in  dried  cod,  or  tobacco^  or  logwood,  or  sugar,  or 

powder  and  shot,  or  dead  men's  skulls.  One  of  the  very  first 
requisites  of  Money  is  that  it  should  be  easily  divisible  into  very 
small  fraguients :  bo  that  its  owner  should  be  able  to  get  any 
atnoant  of  service  he  pleases  at  any  time,  Takin«:  these  requisites 
into  consideration,  it  is  manifest  that  there  is  no  substance  which 
combines  these  qnalifications  so  well  as  a  Metal.  It  is  unifonn 
in  its  texture  :  it  can  be  divided  into  any  number  of  fragments, 
each  of  which  slmll  be  of  equal  value  to  another  fragment  of  equal 
weight :  and,  if  required,  these  fragments  can  always  be  re-united, 
and  form  a  whole  again  of  the  aggregate  Yalue  of  all  its  parts  ; 
which  can  be  said  of  no  other  substance.  All  civilised  nations, 

therefore,  have  agreed  to  adopt  a  Metal  as  Money;  and  of 
Matals,  Gold,  Silver,  and  Copper  have  been  chiefly  preferred 

On  Credit 

89-  So  long  as  nations  continue  in  a  low  state  of  civilisation 
aD  the  Credit  or  Money  is  made  of  some  material  substance.  But 
when  they  advance  in  civilisation  they  use  Credit  of  another  form 

To  revert  to  the  case  from  which  we  shewed  that  the  necessity 
of  Money  originated  tliat  of  an  Unequal  exchange  :  suppoeo 
that  instead  of  the  general  mercliandise  called  Muuey,  the  Debtor 
gtveu  the  Creditor  a  simple  Promise  to  render  tlie  balance  of 
eervice  due  when  required.  Then  the  Creditor  has  the  Right 
to  demand  an  equivalent  at  a  future  time*  But  that  Promise 
is  only  a  Bight  against  a  particular  person.  Suppose  that  a  jierson 

holds  a  tea  merchant's  Promise  to  give  five  pounds  of  tea.  If  the 
peiBon  wants  tea,  and  the  tea  merchant  is  able  to  give  the  tea, 
anch  a  promise  is  exactly  equivalent  to  so  mnch  Money 

Now  that  Promise  is  only  the  Right  to  demand  a  particular 
thing  from  a  parlkulaf  person.    And  that  person  may  die,  or 



THEORY  AND  PBACTICE  OF  BANKING 

tttODTue  iusolvcnt,  and  unable  to  fulfil  his  Promise.  The  tea  is 
the  Value  of  the  Promise:  and  to  anyone  who  wants  tea  ̂   the 
Promise  is  of  exactly  the  &aine  Yaltze  as  Money.  So  if  any  one 

wants  any  particular  thino;,  an  Order  tor  that  thing  is  of  exactly 
the  same  Value  as  Money  with  rc^mrd  to  that  particular  thing. 

If  a  person  wants  a  sliillin^^'s  w*orth  of  hread,  an  Order  for  that 
amount  of  bread  is  of  exactly  the  same  Value  as  a  shilling  with 

regard  to  bread  ;  if  a  person  wants  a  BhilJing's  worth  of  milk,  an 
Order  for  that  amonufc  of  milk  is  of  the  same  Value  as  a  shil- 

ling^ with  regard  to  milk :  and  so  on  with  regard  to  everything 
else  in  succession.  The  only  difference  is  that  each  of  these 
Orders  entitles  the  owner  to  get  only  one  particular  thing: 

whereas  with  a  shiOing  he  can  buy  a  shilling's  worth  of  bread  :  or 
of  milk :  or  of  wine  :  or  of  tea  :  or  of  anything  else  he  pleases. 
Hence,  each  of  these  Orders  has  got  only  ons  Value :  whereas 
Money  has  a  multitude  of  Values.  Again,  if  the  person  who  has 
made  the  Promise  eaunot  fulfil  it,  the  Promise  has  lost  its  Value, 

But  if  a  person  has  Money  he  can  always  find  some  person  to  gi^'e 
him  the  equivalent  he  wants  for  it.  Hence,  such  an  Order  haa 
only  particular  and  precarious  Value :  but  Money  has 
general  and  permanent  Value 

This  Order,  or  Promise,  or  Right  is  what  is  nsnally 
called  Credit :  and  it  is  clearly  seen  that  though  it  is  of  a  lower 
and  inferior  form,  it  is  yet  of  the  same  general  nature  as  Monej. 

And  as,  in  Economics,  we  are  in  no  way  concerned  w^ith  the 
materials  of  things :  and  since  these  Rights  or  Orders  may  be 
exchanged,  or  bought  and  sold,  equally  as  well  as  any  material 
Chattels  ;  they  are  termed  Pecunia,  I\£s,  Bomi,  Merx  in  Roman 

Law :  -^(prqfiara,  aya^d,  Trpdy/xara,  TrXouroy,  ouVtct,  qIko%  in  Greek 
Law  :  goods  and  chattels  and  vendible  commodities  in  English 
Law:  and  thei^fore  Wealth  in  Ecouoraica 

Credit  in  this  country  is  usually  in  the  form  of  an  Order  or 
Promise  to  pay  Money,  such  as  Bank  Notes,  Bills  of  Exchange, 
Cheques,  &c. :  hut  we  have  shown  that  Credit  in  general  is  an 
Order  to  Pay  or  Do  something  :  and  a  Promise  or  Order  to  Do 
some  service  ia  equally  Credit,  as  an  Order  or  Promise  to  pay Money 

Thus  a  Postage  Stamp  is  an  Order  or  Pronuse  to  carry  a  ktter, 
and  is  a  form  of  Credit 
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So,  when  we  boy  a  Railway  Ticket  wc  buy  a  Right  to  bo 
carried  a  certain  distance  by  Rail :  hence^  a  Railway  Ticket  is 
Credit 

So  Opera  Tickets,  and  all  Tickets  to  see  any  dramatic  or  other 
performancee,  are  Orders  or  Promises  to  see  these  things^  and  are 
aU  forms  of  Credit 

In  this  country  Mercantile  Credit  almost  invariably  conaiats  in 
Orders  or  Promises  to  pay  money :  but  it  is  quite  nsual  in  the 
Bonth  of  Europe  to  negotiate  Orders  or  Promises  to  pay  in  the 
products  of  the  earth. 

From  this  it  is  seen  that  it  is  perft^ctly  pDssible  to  carry  on  the 
eichanges  of  society  without  material  money.  During  the  late 
civil  war  in  America,  gold  and  siher  money  entirely  disappeared 
from  circttlation ;  and  private  Tickets  of  the  nature  described 
above  took  its  place.  Instead  of  Metallic  Money,  people  had 
tlieir  jxickets  filled  with  bread  tickets,  milk  tickets,  railroad 
tickets,  and  many  others.  If  a  man  had  his  hair  cut  and 
tendered  a  dollar  in  payment,  he  coold  not  get  change  in  money: 
but  he  n?ceived  so  many  Tickets  promising  to  i^ut  his  hair  so 
many  tiincg.  In  one  case  we  saw  in  an  AnxTican  paper,  payment 
was  made  in  tickets  promising  to  pay  strawlxaTies  when  the 
teason  came  on 

The  wliole  of  the  preceding  considerations  may  be  summed  np 
in  a  very  simple  form.  When  persons  have  sold  products  or  done 
■erfioefl  to  other  persons,  they  are  entitled  to  receive  either  an 
equivalent  product  or  service  at  the  same  time,  or  the  Right  to 
demand  an  equivalent  at  some  future  time.  Now  this  Kight 
may  be  in  two  forms :  either  that  of  Metallic  Money^  which 
is  a  General  Right  to  demand  any  equivaleot  trom  the  whole 
iDercaiitile  cfmvmunity  :  or  a  Hight  to  demand  au  equivalent 
from  the  particular  person  wlio  has  received  the  product  or  s^ervioe. 
This  latter  species  of  Right  is  what  is  usaally  t^Tmed  a 
Credit.  Hence,  in  either  case,  the  Creditor  is  entitled  to  receive 
a  Right :  the  only  diPferenoe  is,  that  in  one  case  the  Right  is 
^merai  and  permaneiif,  and  in  the  other  it  is  jmrfkufar  and  f^re- 
earwuj*,  lint,  for  nil  that,  they  are  clearly  of  the  same  nature. 
It  isi  therefore,  seen  that  Money  and  Credit  are  homogeneous 
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quantities ;   and  tliat   Money  is  only  the  Uighest  and  most 
general  form  of  Credit 

We  now  Bee  the  advantage  of  forming  clear  and  diatincfc 
hmdamental  concepts.  We  have  seen  that  the  only  true  technical 
definition  of  Wealth  in  Economies  is  tliat  it  is  an  Exchange- 

able Bight.  Now,  as  these  Orders,  or  Credits,  bucE 
as  Bank  Notes,  Bills  of  Exchange,  arc  all  Exchangeable 

Bights^  it  foUowB  that  tbej  are  Wealth  by  the  very  defini- 
tion. They  can  neither  bo  handled  nor  seen  in  the  form  of 

Abstract  Rights  :  but  they  can  be  bought  and  sold,  or  exchanged, 
even  in  that  form,  with  the  most  perfect  facility ;  but  they  can  be 
recorded  on  Paper,  and  then  they  can  be  transferred  by  roannal 
delivery,  just  like  any  other  raaterial  Chattels,  The  whole  mass 
of  these  Rights  form  a  vast  mass  of  Projjerty :  and  are  Wealth, 
for  exactly  the  same  reason  that  Gold  is  :  they  affect  Prices 
exactly  like  an  equfil  mass  of  Gold :  and  they  are  the  subject  of 
the  most  colossal  commerce  of  modern  times 

Reason  why  Paper  can  stipersede  Metallic  Money 

30.  The  reason  why  Pnpcr  can  supersede  Metallic  Money  is 
now  clear.  An  Order  to  receive  a  coat  could  never  servo  as  a 

iab«tituto  for  a  coat,  because  it  cannot  serve  the  same  purpose  : 
nn  Order  to  receive  bread  may  be  bought  and  sold,  but  it  cannot 

sujH'i'Hede  bret^d,  because  it  cannot  serve  as  food :  and  so  on  in 
other  cases.  An  order  for  such  things  can  never  serve  as  a  sub- 

stitute for  the  things  themselves,  because  they  ai^  heterogeneous 
(|unutitici».  But  an  Order  to  pay  Money  can  serve  as  a  substitute 
for  Money,  iKcause  they  are  homogeneous  quantities.  A  piece  of 
Money  i«  of  no  more  direct  use  for  eating,  or  drinking,  or  clothing 
Uian  II  piece  of  Paf>er :  consequently,  the  exchange  of  Paper  for 
Money  m  nothing  more  than  the  exchange  of  a  Particular  Hight 
for  II  (Jeneral  liiglit.  As  Daniel  Webster,  the  eminent  American 

JurlHt,  said — *^  Credit  is  to  Money  what  Money  is  to  Goods**: 
that  iiit  Credit  ia  an  Order  to  pay  Money,  and  Money  is  an  Order 
Ui  piiy  Goods.  To  be  UJieful,  Money  must  be  eicchauged  away  just 

■        I   is.     Hence,  if  Pa[»er  can  be  excbauged  fur  '    flie 
iin^»  that  Gold  can^  Paper  hoa  the  same  Yal>  .  dd* 
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As  the  Italians  say»  the  oro  vak  oro  i :  that  which  is  of  the  Value 
of  Gold  k  Gold 

On  iU  Distinction  between  Money  and  Credit 

31.  Money  and  Credit,  then,  are  both  of  tlie  same  nature: 
they  are  each  a  Ri^^ht  or  Title  to  demand  Bomething  to  be  paid  or 
done  by  some  one  else 

.  Now,  no  one  can  compel  another  person  to  sell  him  anything 
in  exchange  for  Money  or  Credit :  when,  therefore,  a  person  has 
TolanUirily  exchanged  anything  for  Money>  it  is  in  reality  only 
Creilit ;  because  he  only  takes  it  bec^uae  he  thinks  that  he  can 
exchange  it  away  again 

Bat  suppose  that  a  Sale,  or  Exchange,  has  takoa  place,  and  that 
a  Debt  has  been  incurred  thereby,  public  policy  requirea  that  the 
Debtor  should  be  able  to  corajjel  the  Creditor  to  accept  sometliing 
in  disrharj^e  of  his  Debt,  It  would  cause  infinite  misery  if 
Creditors  might  arbitrarily  refuse  the  offer  of  payment  of  their 
Debta,  Jleace,  in  all  countries,  the  Law  declares  that  if  a  Debt 
has  been  incurred^  the  Debtor  can  compel  the  Creditor  to  receive 

KKmething  in  payment  of  it 
Whatever  that  Something  is  which  the  Debtor  can  compel  his 

Cretiitor  to  receive  in  pa}^eut  of  a  Debt  is  termed  Money^  or 
Legal  Tender 

Frnm  thij§  it  follows  that  some  things  may  be  money  in  some 
caaeR,  and  not  in  others 

Gold  Coin  is  Money,  or  Legal  Tender,  in  all  cases  and  to  any 
amount 

Silver  Coin  is  only  Money  to  the  amount  of  40*.  If  a 
Creditor  chooser  to  receive  it  in  payment  of  a  Debt  of  a  larger 
amount  than  40t,,  it  is  entirely  of  his  own  free  will 

In  England,  aa  betwe#>n  the  public  and  the  Bank  of  England, 
Bank  Notes  are  nothing  but  Credit.  The  Bank  cannot  compel 
any  one  to  receive  its  Notes  t  and  any  holder  of  its  Notes  can 
compel  it  to  cash  them  on  demand.  Between  private  persons,  a 
Bank  Note  for  £5  is  not  Legal  Tender,  or  money,  for  that  exact 
amount  of  Di*bt*  But*  fur  all  Debts  aljovc  £5,  Bank  Notes  are 
Money  or  Legal  Tender.  But  even  this  is  only  so  long  as  the 

Bank  pays  its  Notea  in  caah  on  demand*  If  it  were  to  stop  pay- 
ent,  its  Koiee  would  cease  to  be  Legal  Tender  in  any  case. 
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Also  iQ  Scotland  and  Ireland  Bank  of  England  Notes  are  not 
I<egal  Tender  in  any  case 

If  two  persons  are  mntnolly  indebted  in  eqnal  amounta,  each 
may  compel  tlie  other  to  receive  the  Debt  he  owes,  in  payment  of 
the  Debt  which  is  due  to  him.  Each  Debt  is,  therefore,  Money 
or  hdgfsi  Tender  with  respect  to  the  other 

On  Barter,  Sale  or  Circulation,  and  Exchange 

82.  When  material  commodities  are  exchanged  directly  for 
one  another,  the  transaction  is  termed  Barter 

When  Commodities  are  exchanged  for  Money  or  Credit,  that 
Money  or  Credit  is  only  taken  that  it  may  be  exchanged  aw&j 
agaiiL  Hcneo,  the  early  Economists  called  a  transaction  in  which 

Honey,  or  Credit,  is  nsed,  Iiaif-an-exchangi.  It  ia  also  called  a 
Sale  or  Circulation,  A  Stde,  or  Circulation,  always  denotes 
o  innmnction  iu  which  one  or  both  of  the  Quantities  exchanged  is 

Money  or  Credit 
The  sum  total  of  these  Sales  is  properly  termed  the  Circu- 

lation* Hence  a  single  piece  of  Money  may  add  considenibly 
to  tiie  Circulation  ;  because  every  time  it  is  transferred  it  ia  a 
8i^0  £  and  therefore  it  augments  the  Circulation 

The  word  Circnlation  is  sometimes  need  in  a  veiy  oormpt 
••iue»  which  must  be  c^krefully  avoided ;  namely,  as  the  qnantity 
of  Money  and  Bunk  Notes  in  circulation,  especially  the  latter. 
Of  all  the  UnTtm  in  common  nse  this  is  one  of  the  most  objection- 
abk%  To  call  the  Notes  in  Circulation  the  Circulation  is  as  great 
a  Oi>i  I  fusion  of  ideas  as  to  call  a  wheel  which  rotates,  a  Botation* 

We  ihall,  accordinj^'ly,  never  use  the  word  Circulation  to  mean 
the  amount  of  the  Notes  of  a  Bank :  the  correct  expreasioii 

evidently  is  to  ioy  the  Noiu  in  tirculaiion 
An  llio  use  of  Money  and  Credit  is  to  set  industry  in  motion  : 

anil  iniiNmuch  as  they  have  no  u^e  unless  they  do  that:  their 
lmiu»nciiil  dfToctit  nrv  not  to  be  measui^d  by  their  actual  amonnti 

hut  by  iht*  Quantity  of  indujitry  which  thvy  {renemte.  Money 
|y|H|{  wy  or  Credit  nnuscHl,  only  rcpreeenta  latent  PowcTp 
iMitt  iih(  .  ssot.    They  may  bo  culled  Power  or  Wealth  in 
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tbe  latent  state  :  they  resemble  the  Steam  Engine  of  a  mill  which 
ia  not  going  :  and  which  is  of  no  use  unless  it  is  set  in  motion. 
And  as  the  produce  of  the  mill  is  measured  bj  the  Quantity 
of  Motion  of  the  engine :  so  is  the  useful  effect  of  Money  and 
Credit  measared  by  their  Quantity  of  Motion :  which  we  have 
called  the  Circulation.  The  Circulation  which  is  the  sole 

test  of  their  useful  effect  is,  therefore,  the  product  of  their  amount 
maltiplied  into  the  velocity  of  their  Circulation.  Engineers 
usually  call  the  Quantity  of  Motion  of  the  engine  its  Duty :  so 
we  may  call  the  Circulation  the  Duty  of  Money  and  Credit 

It  is  so  essential  to  have  a  clear  conception  of  the  UBcful  effect 

produced  by  any  given  amount  of  Money  or  Credit,  that  we  may 
add  another  illustration.  The  effect  produced  by  any  body  in 
inotioQ  is  determined  by  the  Weight  or  Mass  multiplied  by  ita 
Velocity ;  which  is  called  the  Momentum.  If  the  mass  be 
diminished,  yet  by  incTcasing  the  Velocity,  the  EflFect  or  Mo- 

mentum may  still  be  the  same.  If  a  body  weighing  100  lbs. 
move  with  a  velocity  1,  its  momentum  will  be  100 :  but  if  we 
diminish  the  weight  to  50  lbs.,  and  can  double  its  Velocity,  the 
Effwt  or  Momentum  will  still  be  the  same.  The  effects  of  Money 
and  Credit  are  exactly  analagous*  Their  useful  effect  is  the  result 
of  their  combined  amount  and  velocity  of  circulation  :  which  we 
have  called  the  Circulation.  If  we  can  make  £50  circulate 

with  twice  the  velocity  that  £100  does,  the  useful  effect,  or  Cir- 
culation, will  be  exactly  the  same*  Hence  we  may  say  that  the 

Circulation  is  the  Momentum  of  Money  and  Credit 

An  Exchange  is  always  tlie  interchange  of  things  of  a  lite 
nature  :  either  c^jmmodities  for  commodities  :  or  Money  or  Credit 
for  Money  or  Credit 

Thus  we  speak  of  the  Foreign  Exchanges,  or  the  Value  of  the 
Money  of  one  country  in  terms  of  the  Moucy  of  another.  Or  we 

aak  for  the  change  (i.^.,  the  'change  or  the  exchange)  of  a  £5 
note  or  sovereign  :  so  we  speak  of  exchanging  on©  book  for 
aootbcr  ;  or  a  picture  for  a  statue 

Bo,  in  Lmr,  when  Albany  throws  down  his  glove  to  the  traitor 

Edmuud,  the  latter,  throwiug  down  his  own,  says,  **  There's  my 
exchange i"  meaning  like  for  like*  And  a  little  further  on  in  the 
BoeD0,  Edgar  aaya  to  Edmund,  *'  Let's  exchange  charity  " 
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So,  in  Hamlet,  Laertes  says — ^'^  Exchange  forgiveness  witti  me, 

noble  Hamlet." 
When  the  interchange  is  between  commodities  and  Money  or 

Credit,  the  one  who  gives  Money  or  Credit  is  said  to  Buy  the 
commodity:  and  the  one  who  gives  the  commodity  is  said  to 

Sell  it 
Thns  we  Bay  a  horse,  or  a  honse^  or  land,  or  cattle,  or  com 

with  Money.  An  officer  formerly  bought  a  commission  in  the 
army :  bat  he  exchanged  from  one  regiment  into  another 

On  the  Meaning  of  Circulating  Medium 

83.  The  term  Circulating  Medium  does  not  occor  in 
Smith.  The  first  instance,  that  we  are  aware  of,  of  its  ase  is  in  a 

speech  of  Fox's,  in  1797,  in  which  he  complains  that  it  was  a  novel 
term,  whose  meaning  was  not  very  well  settled 

7he  verb  Circulate,  like  several  others  in  English,  has  both 
an  active  and  and  a  neater  sense 

1.  It  means  that  which  Circulates  commodities,  i.^.,  which 
causes  commodities  to  circulate  :  where  it  is  an  active  verb 

2.  That  which  Circulates  itself :  where  Circulates  is  a  neuter 
verb 

.  Smith  uses  the  word  Circulate  in  both  senses  in  different  places. 

Thus  he  says — "  Their  (gold  and  silver)  use  consists  in  Circulating 

commodities" 
"  The  great  wheel  of  Circulation  is  altogether  different  from 

the  goods  circulated  by  means  of  it.  The  revenue  of  the  society 
consists  altogether  in  these  goods,  and  not  in  the  wheel  which 

Circulates  them  " 
A  little  further  on  he  speaks  of  the  different  sorts  of  paper 

money,  but  he  says  that  the  Circulating  Notes  of  banks  and 
bankers  are  the  species  best  known — where  Circulate  is  neuter 

In  the  following  sentence  both  senses  occur :  '^  Let  us  suppose 
for  example  that  the  whole  Circulating  money  of  some  particular 
country  amounted  at  a  particular  time  to  one  million  sterling,  that 
sum  being  then  sufficient  for  Circulating  the  whole  annual  products 

of  their  Land  and  Labour  " 
The  ordinary  meaning  of  words  in  scientific  language  leaves 

no  possible  doubt  as  to  which  of  the  two  senses  of  Circulate  is  the 
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_^  ne  in  the  expression  **  Cii-calatin^  Medium,**  A  Medium 
lFi6ieittific  langaago  means  some  middle  thing  bj  ̂hich  some- 

lUog  ebe  is  done.  The  Circalating  Medium  la  the  Medium  by 
which  Circulation  is  effected.  We  have  already  defined  Circula- 

tion to  be  the  exchange  of  commodities  for  Money  or  Credit, 
Consequently  the  Circulating  Medium  must  include  Money  and 
Ort)dit  iu  all  its  forms.  Hence  the  total  amount  of  the  Circulating 
Medinm  must  be  simply  the  total  amount  of  Money  and  Crttlit  in 
all  it3  forms 

On  //w  Mmnmg  of  Currency 

34.  xlll  writers  us*?  the  term  Currency  as  absolutely 
synonymoos  with  Circulating  Medium :  if,  therefore,  wo  can 
positively  decide  the  meauiug  of  one  of  these  terms,  that  will 
nccesBarily  also  detenniue  the  meaning  of  the  other.  It  has  been 
seen  that  the  meaning  of  the  term  Circulating  Medium  is  perfectly 
dear ;  and  this  must  also  determine  the  meaning  of  Currency 

But  the  scientitic  meaning  of  the  word  Currency  itself  is  not  so 
ident^  and  it  has  given  rise  to  protracted  controversies  in 

icxleru  timet*.  We  shall  not  discuss  these  controversies  here  ;  we 
shall  simply  explain  the  trne  meaning  of  the  word :  and  reserve 
all  controversy  for  a  future  fx?04ision.  It  is  in  fact  a  technical  term 
of  Mercantile  and  Constitutional  Law 

The  following  is  the  true  meaning  of  Current  and 
Currency  in  English  Law 

It  is  a  general  rule  of  Law  that  a  person  cannot  transmit  to 
another  any  better  Title  to  a  thing  than  he  has  himself.  It  is  aUo 
II  geneml  rule  of  Law  that  if  a  person  has  accidentally  lost  a  thing, 
or  has  it  stolen  from  him,  he  does  not  thereby  lose  hia  Property,  or 
Right  in  it  Consequently  he  can  not  only  recover  it  from  the  thief 
or  finder  himself,  but  also  from  any  one  else  to  whom  the  thief  or 
finder  may  have  sold  it :  even  though  the  purchaser  paid  the  full 
price  for  it  to  the  thief  or  finder,  and  bought  it  honestly  and 
without  the  knowledge  that  it  was  not  the  Property  of  the  seller 

By  the  Common  Law  of  England,  if  the  thief  or  finder 
manages  to  sell  the  goods  in  market  overt,  the  purchaser  acquires 
a  valid  title  to  them  against  the  true  owner.  Thus  in  Every  Man 

m  his  Eumour,  when  Down-right  claims  his  cloak,  Stephen 
mcndaciunsly  says — 

^*  Tour  doak,  Sir  1  I  booglit  it  evca  sow  in  open  market** 
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But  to  this  rule  of  Law,  Money  was  always  an  exception.  If 
the  true  owner  of  the  Money  finds  it  ia  the  possesion  of  the  thief 
he  can  reckim  it,  bat  if  the  thief  or  finder  hafi  parchased  goods  in 
a  shop  with  it,  and  the  shopkeeper  takes  the  money  honestly  in  the 
way  of  business,  and  without  knowing  that  it  hj^  been  stolen,  he 
may  retain  it  against  the  true  owner,  from  whom  it  has  been 
stolen,  even  if  he  can  identify  it.  That  is,  the  Property  m  Momy 

passes  hj  Delivery 
It  ifl  this  peculiarity  in  the  law  affecting  the  property  in 

Money  which  passes  by  Delivery,  which  is  denoted  by  the  worda 
Current  and  Currency  in  English  Law 

And  when  the  representatives  and  substitutes  for  Money,  such 
as  Bank  Notes,  Bills  of  Exchange,  Cheques^  &c.,  came  into  use, 
the  Lex  Mercatania,  or  Custom  of  Merchants,  applied  the  same 
doctrine  or  principle  of  Currency  to  them.  They  were  treated 
like  Money  in  so  far  as  this,  that  the  Proi>erty  in  them  passes  like 
the  Property  in  Money,  Thus,  if  they  are  lost  or  stolen,  the  trae 
owner  may  recover  them  so  long  as  he  finds  them  in  the  possession 
of  tlie  thief  or  finder.  But  if  the  thief  or  finder  passes  them  away 
for  value  in  the  ordinary  course  of  business  to  an  innocent  holder, 
that  innocent  holder  acquires  the  Property  in  them,  and  may 
retain  tht!m  against  the  true  owner  and  enforce  payment  of  them 
from  all  the  parties  liable 

It  is  thus  seen  that  in  strict  Law  this  principle  of  Currency 
can  only  be  applied  to  those  Rights  which  are  recorded  on  some 
material.  An  abstract  Right  cannot  be  lost  or  stolen,  mislaid,  and 
passed  away  in  commerce.  For  a  Right  to  be  Currency  in  strict 
Law,  it  must  bo  recorded  on  some  material  so  as  to  he  capable  of 

being  carried  in  the  hand :  or  in  a  man's  pocket :  or  put  away  in 
a  drawer  :  or  dropped  in  the  street :  or  st4>len  from  the  drawer  or 

from  a  man's  pocket,  and  carried  off  by  the  finder  or  thief,  and 
sold  like  a  piece  of  goods 

Bo  far,  then,  aa  regards  Law,  there  is  no  difliculty :  the 
meaning  of  the  word  is  perfectly  plain.  But  if  the  word  Currency 
is  used  to  denote  a  certain  class  of  Economic  Qaantitics,  gynony- 
moos  with  Circulating  Mediom,  a  difficulty  ftrises ;  because  there 
ia  an  immense  mass  of  Credit  which  has  produced  exehangos,  and 
has  circulated  commodities,  and  is  therefore  Circulating  Medium, 



DIFFERENT  FORMS  OF  CURRENCY 51 

wliich  18  not  recorded  on  anj  material  at  all,  in  such  a  way  that 
1  can  be  lost,  or  stolen,  and  jtasflod  away  by  manual  delivery 

Thus  the  g^igantic  mass  of  Bank  Credits  and  Book  Debts  of 
imlera  have  all  effected  a  Ssde,  or  Circulation :  and  therefore  they 
aro  all  Circulating  Medium  :  but  they  aro  not  Currency  in  a  legal 
senile  :   l>ecause  they  cannot  be  mislaid  or  lost,  or  stolen,  and 
I  ay  by  manual  delivery.     So,  also,  private  Debts  between 

li  La  termed  A^erbul  Credits:  they  only  arise  out  of  the 
Transfer   of  Money,  or  Coraraodities :    and   they  exist  equally 
^whether  they  are  recorded  on  any  material  substance  or  not, 

hey  aro  equally  Circulating  Medium,     The  private  debts  among 

['fcHwIere  affect  prices  exactly  like  so  much  Money,     Consequently, though  they  arc  not  Currency  in  strict  Law,  they  must  all  be 
included  under  that  term  when  used  in  a  scientific  sense  in 

L£f:onomit's,  synonymous  with  Circulating  Medium  :  because  these 
lights  of  action  are  exactly  the  same  in  their  nature  and  effects 

der  they  are  recorded  on  paper  or  not 
Tills  truth  was  well  expressed  by  the  Marquis  of  Tichfield  in 

the  House  of  Commons,  in  speaking  of  the  various  forma  of  Credit 

IS  substitutes  for  Money — "  When  it  was  considered  to  how 
an  extent  the^e  contrivances  had  been  practised  in  the 

various   modes  of    Verbal,    Book,    and   Circulating 
redits^  it  was  easy  to  see  that  the  country  had  received  a 

Fgrcat  addition  to  its  Currency*    This  addition  to  the  Cur* 
rency  would  have  the  same  effect  as  if  Gold  hud  been  increased 

from  the  mines  ̂' 

Tfis  different  Forms  of  Currency 

35-     Adoptingi  then,  this  Definition  of    Currency,  or  Cir- 
Henlating  Mcdiiun,  we  may  enumerate  its  different  forms  or  species 

follows— 
1,  Coined  Money:   Gold,  Silver,  or  Copper 

2.  The  Paper   Currency:    Bank  Notes,  Bills  of  Ex- 
age  and  Promissory  Notes,  in  all  their  Varieties 
8.    Simple  Debts  of  all  sorts :  not  recorded  on  Circulating 

aper  ;  such  as  Credits  in  bankers'  books  termed  Deposits  :  Book 
Dcbta  of  Traders  ;  and  private  Debts  between  ludividitals 

It  is  obvious  that  there  is  no  distinction  in  principle  between 
£2 
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these  two  latter  species.    Thej  each  denote  that  a  tranflaetion  of 
some  sort  baa  taken  place,  anJ  are  a  Title  to  fiittire  payment.     As 
a  matter  of  couvcnionce  some  of  them  are  recorded  on  paper  :  but 
that  does  not  alter  their  nature.     It  is  certainly  true  that  eome  of 

these  descriptions  of  Currency  are  more  eligible  and  secure  thattj 

others  :  and  perform  their  dnties  with  different  de^'^rees  of  advan*^ 
tage.    The  Metallic  Currency  rests  upon  the  good  faith  of  thol 
State  that  it  is  the  proper  weight  and  fineness,  and  the  universati 
readiness  of  the  people  to  receive  it  io  exchange  for  products  and 
fiervices.    Paper  Currency,  in  this  country  at  least,  rests  upon 
private  Credit :  and  is  of  all  deforces  of  security  from  a  Bank  of 
Enj^land  Note  down  to  a  private  I  0  U-    These  different  forma 

of  Currency,  therefore,  though  they  may  possess  different  degrees'^ of  Circulating  Power,  though  they  may  be  more  or  less  eligible  or 

secoie,  represent   bat   one  Fundamental   Idea — Debt.      From 
these  considerations  it  follows  tliat  the  arnoimt  of  Currency  or 

Cu-culating  Medium,  in  any  country,  is  the  sum  total  of  all  tits 
Debts  due  to  every  individual  in  JtY— that  is,  all  the  Money  and 
Credit  in  it 

Postage  Stamps  must  also  be  included  nnder  tlie  term  Car* 
roncy.  Though  the  point  has  not  been  decided  in  the  Courts  of 
Law,  there  can  be  no  doubt  that  Postage  Stamps  possess  the 
ftttilbuto  of  Carrency.  They  are  a  most  usual  form  of  remittance : 
ibey  pass  in  small  payments  :  and  since  the  Law  has  ordered  that 
the  Post  Office  should  caah  them,  they  are  in  reality  One  Penny 
Notes.  And  if  any  one  were  to  steal  Postage  Stamps,  and  pflajj 
them  away,  and  if  they  were  taken  honestly  in  payment,  the 
can  Ix!  no  doubt  that  the  same  principle  of  Carrency  would  apply 
to  them  as  to  Bank  Kotcs,  Bills,  and  Cheques ;  hence  they  are 

strictly  Currency 

On  lh$  Channel  of  Circulation 

36.    Wlien  unequal  exchan^  take  place  of  oommoditiefl  < 
services^  it  has  been  shewn  that  Money  and  Credit  represent  die 

bdanc*^      '    '    irise  from  tliei?e  unequal  exchangee.    The  total  aCj 
these  li  the  Circulation;  and  in  monetary didcnssion 
the  amount  of  these  bulunces  is  sometimes  called  the  Channel 
of  circulation 
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This  Channel  of  Circulation  is  filled  with  some  material :  and 

Prices  ore  catimated  in  pieces  of  tliis  material 
The  Quantity  of  tlie  raatorial  which  representg  any  given 

amount  cd  Debt,  and  ia  cqtiivalcnt  to  any  amount  of  commaditiea 
or  services,  is  determined  by  the  gcnenil  Laws  of  Value,  and  need 
not  lie  adverted  to  here 

Let  OS  first  suppose  that  Gold  is  used  at  any  time  to  represent 
Debt,  and  to  fill  the  Channel  of  Circnlution.  This  Gold  metal  ia 

divided  into  certain  pieces  of  fixed  quantity  and  weight,  termed 
Coina :  and  Prices  are  estimated  in  the^  Coins 

Bat  suppose  that  at  any  time  Gold  was  suddenly  discontinued 
BB  the  representative  of  Debt,  and  Silver  substituted  for  it :  and 
mppose  that  pieces  of  Silver  were  coined  of  exactly  the  same 

r  weight  as  the  previous  Gold  pieceSj  and  substituted  for  them  aa 

'  the  representative  of  Debt 
Then,  as  Silver  is  about  fifteen  times  less  valnablc  than  Gold, 

it  is  clear  that  it  would  require  fifteen  times  as  many  pieces  m 
Silver  to  represent  any  amount  of  Debt  as  it  would  Gold  pieces  ; 
and  Prices  would  rise  fifbeen-fuld :  but  other  commodities  would 
^ill  preserve  the  same  relations  araon^  themselves.  Hence, 
though  Prices  would  rise,  yet  the  Values  of  commodities  with 
respect  to  each  other  would  remain  exactly  the  same 

Again,  suppose  that  Silver  was  taken  away  as  the  representative 
of  Debt,  and  Copper  substituted :  and  Cop|icr  coins  struck  of  the 

tatno  weight  as  the  previous  Gold  and  Silver  oncs^  and  called  by 
'  the  same  name.  Then  prices  would  be  estimated  in  Copper :  and 
m  Copper  is  about  900  times  less  valuable  than  Gold,  Prices 
estimated  in  Copper  would  rise  to  al)out  900  times  the  amount  in 
Gold :  the  relative  Values  of  all  other  commodities  remaining  the 

Now,  as  the  Value  of  Gold  in  i^presenting  Debt  depends  upon 
the  Quantity  of  the  Gold  which  represents  any  amount  of  Debt,  it 
would  manifestly  follow  that  if  the  Quantity  of  Gold  were  suddenly 
iDcreased  which  represented  any  amount  of  Debt,  the  Value  of 

Gold  would  greatly  diminish.  And  if  Gold  l)ecamt'  as  plentifid  m 
Silver,  it  would  ha^e  no  mr^re  Value  thtm  Silver :  and  conseqtiont ly, 
even  while  the  weight  of  the  coins  and  their  quality  remained  the 

■ '  vould  fall  to  the  fifteenth  part  of  its  former  Value  a9 
til Power 
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So,  also,  if  Gold  were  to  become  as  plentiful  as  Copper,  while 
it  still  represented  the  same  amount  of  Debt,  it  would  be  of  no 
more  Value  as  Purchasing  Power  than  Copper :  that  is,  it  would 
fall  to  about  the  900th  part  of  its  former  Value 

Thus,  in  a  general,  way,  if  a  certain  Quantity  of  StuflP  of  any 
sort  is  used  to  represent  any  Quantity  of  Debt  at  any  time,  and  if 
the  Quantity  of  Stuff  is  greatly  increased  while  the  Quantity  of 
Debt  remains  the  same,  it  necessarily  produces  a  great  diminution 
in  the  Value  of  the  Stuff :  and  a  general  rise  of  Prices 

But  the  Quantity  of  Stuff  which  represents  Debts,  and  fills  the 
Channel  of  Circulation,  need  not  be  all  of  the  same  material.  It 
may  be  partly  Gold,  partly  Silver,  and  partly  Copper :  and  Prices 
will  be  estimated  by  the  whole  Quantity  of  Stuff  which  fills  the 
Channel  of  Circulation  :  and  not  by  any  particular  portion  of  it 

In  modern  times  a  new  kind  of  Stuff  has  been  employed  to  a 
gigantic  extent  to  fill  the  Channel  of  Circulation :  and  that  is 
Credit,  or  simple  Rights  of  action  in  different  forms 

Thus  the  whole  Quantity  of  Stuff  which  fills  the  Channel  of 
Circulation  is  composed  of  Gold,  Silver,  Copper,  and  Credit : 
and  the  Prices  of  commodities  are  estimated  according  to  the 
aggregate  of  all  these  different  kinds  of  Stuff :  and  not  according 
to  any  single  one.  Hence  the  creation  and  use  of  Credit  in 
modern  times  produces  exactly  the  same  effects,  and  acts  upon 
Prices  exactly  in  the  same  way  as  an  equal  Quantity  of  Gold. 
And  this  to  an  extent  which  is  very  imperfectly  appreciated  and 
underetood.  It  will  be  shewn  hereafter  that  in  this  country  the 
Quantity  of  Credit  which  is  used  in  commerce  may  be  approxi- 

mately estimated  at  about  fifty  times  the  quantity  of  metallic  coin. 
Hence  the  thorough  comprehension  of  the  principles  and  me- 

chanism of  the  great  System  of  Credit  is  the  very  foundation  of  all 
modern  Economics :  and  it  is  the  excessive  creation  of  Credit 

which  produces  more  changes  in  the  Prices  of  commodities  at  the 
present  time  than  any  other  causes  whatever 

The  Fundamental  Concept  of  Monetary  Science 

37.    The  preceding  considerations  now  enable  us  to  perceive 
the  Fundamental  Concept  of  Monetary  Science 
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Wo  have  seen  that  writers  of  all  classes  are  agreed  08  to  tha 
ftmdamentfil  Niitiii^  of  Money.  It  represents  Debts  winch  are 

dae  to  persons  who  lia%"e  dono  services  to  others,  and  have  received 
no  eqni^'aleat  service  in  retnrn.  It  is  merely  the  Right  to 
demand  these  equivalent  services  when  they  please ;  and  its 
special  function  is  to  measure,  record,  and  preserve  for  future  uao 
these  Bights 

If  all  the  services  exchanged  in  society  exactly  balanced  there 
would  he  no  need  for  Money 

Supposing,  then,  that  there  was  nothing  bat  Metallic  Money 
in  use,  the  following  axiom  is  evident — 

"  Ths  Quantity  of  Money  in  any  country  repreunU  the 
Quantity  of  Debt  that  there  woukl  fe  if  (hers  were  n& 

Money  " But,  as  we  have  seen,  that  in  modern  cirilised  countries  these 
Debts  or  Rights  are  recorded  in  the  simple  abstract  form  of  Rights 
against  particular  persons,  as  well  a%  in  Metallic  Coin,  which  aro 
Bighta  against  the  general  community,  the  tenn  Currency 
includes  these  Debts  or  Sights  in  both  forms 

Hence  it  is  clear  that  the  Currency  represents  nothing  but 
Transferable  Debt,  and  that  whatever  represents  Trans- 

ferable Debt  is  Currency,  whatever  its  nature  or  form 
may  be 

Consequently,  the  proposition  necessarily  follows— 

**  Where  (here  is  no  Debt  fhere  can  be  no  Currency  '* 
We  shall  see  hereafter  tliat  all  erroneous  Theories  of  Currency 

ave  been  founded  on  not  perceiving  the  fundamental  nature  of 

Birency  :  and  the  greatest  monetary  disastei^s  the  world  has  ever 
Been  have  been  produced  by  violating  these  fundamental  axioms. 

On   Securities    for    Money  and  Convertible 
Securities 

38.  We  must  now  e.^ytljiin  the  distinction  between 
Securities  for  Money  and  Convertible  Securities 

A  Security  for  Money  always  means  a  Security,  or 
ObligattoQ,  for  the  Payment  of  a  definite  sum  of  ftloney  by  a 
definite  person  at  a  definite  time.  There  is,  tlierefore,  alwayi 
iome  Person  who  is  bound  to  pay  it.    There  are  diilcreut  formi 
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of  sneh  ScctiritieSi  such  as  Bank  Notes,  Bills  of  Exchange,  Navy 
Bills,  Exchequer  BiJIs,  and  Debts  of  all  sorts 

Convertible  Secnrites  are  Securities  which  no  par- 
ticular person  is  hound  to  pay :  but  for  which  under  usual 

circamstances,  a  purchaser  c^n  readily  be  found  in  the  open 

market,  A  Conveitible  Security  means  any  Pi'operty  which  can 
readily  be  sold.  This  species  of  Property  includes  the  Funds, 
Shares  in  Commercial  CorapaiiieB,  all  Title  Deeds  to  Goods  of  a 
moveable  description,  such  as  Bills  of  Lading,  Dock  Warranta,  &c 
As  Convertible  Securities  means  Property  which  can  be  readily 

converted  into  Money,  there  are  of  course  all  degrees  of  con- 
vertibility 

There  is  no  absolute  distinction  in  principle  between  the 

diifercDt  sfjecies  of  Property.  BtU  of  all  siH^cies  of  Property  the 
Funds  are  the  most  readily  convertible  :  and  the  Land,  or  Ileal 
Proi>erty,  is  the  least  readily  convertible  :  mainly  in  consequence 
of  the  difficulty  and  expense  of  its  transfer 

Thus,  Securities  for  Money  are  always  Rights  against  a  person, 

or  Jura  in  personam^  and  are  never  Ri^^hts  to  specific  things  or 
Jura  in  rt\  Convertible  Securities  ai'e  never  Rights  against 
persons  :  and  certain  kinds  of  them  are  always  Titles  to  specific 

goods S<jraetirae3  a  Security  for  money  may  be  changed  into  a 
Convertible  Security,  This  is  done  in  what  is  called  Funding 
th6  Unfunded  Debt  The  Government,  like  private  individuals, 
often  raises  Money  on  it-s  Bills^  and  is,  of  course,  bound  to  pay  them 
at  maturity.  These  Exchequer  Bills,  as  they  arc  called ,  are  like 
any  other  Bills,  Securities  for  Jloney.  Sometimes  when  these 
Bills,  called  Floating  Debt,  amount  to  a  large  sum,  it  is  not 
convenient  for  Government  to  imy  tliem  oflf:  and  it  gets  ita 
Creditors  to  agree  not  to  demand  repayment  of  the  whole  debt, 
but  only  to  receive  interest  on  it  in  jxTpetnity.  When  this  is 
done  the  Creditor  loses  the  Right  to  deniand  the  principal  sum 
from  the  Qovernmcnt :  but  he  may  sell  the  Annuity,  or  the  Bight 

to  n.*oeive  the  future  i>aymeiit  to  anyone  in  tlie  oi>cn  nmrket.  It 
then  becomes  a  Convertible  Security,  and  is  called  the  Funds,  or 
Stock.  This  opemtion  is  tinned  Funding  (hs  Unfunded  ar 
Flmfimj  Debt 

In  a  similar  way  Railways  have  been  oUowcd  to  borrow  Monc; 
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on  their  Bonds,  termcil  Debentures.  Firultng  it  Inconvenient 

to  refiay  these  large  sums,  they  have  furmed  them  into  Debenture 
Stock,  npon  which  they  are  only  bound  to  pay  the  Interest,  like 
the  Pablic  Funds 

On  Price 

39.     When  any  Economic  Qaantity  is  exchnnged  for   any 

*Whcr  Economic  Quantity,  each  k  termed  the  Value  of  the  other. 
But  when  one  or  both  of  the  Quantities  exchanged  is  Money  or 
Credit,  they  are  termed  t)ie  Price  of  the  other.    Price  is  therefore 
always  Vahie  expiv^sed  in  Money  or  Credit 

Now  the  Yalue  of  Money  is  the  Quantity  of  any  Commodity 
or  Service  wltich  can  be  got  in  exchange  fur  it :  the  greater  the 

Qnantity  so  obtained  the  g^i^eater  is  tlie  Value  of  Money  :  the  less 
the  Quantity  obtained  the  less  is  the  Value  of  M^uicy 

Or  if  the  commodity  be  taken  as  the  fixed  Quantity,  the  less 
the  iloney  given  fur  it  the  gi^ater  is  the  Value  of  Money  :  and 
the  moi^  Jloncy  given  for  it  the  less  is  the  Value  of  ifuuey 

IIeuc€  it  is  seen  that — The  Value  of  Money  varies 
Inversely  as  Price 

Debts  or  Credits,  however,  are  Commodities  which  are  bought 
and  sold  like  any  nmterial  chattels  :  and  for  the  convenience  of 
Sale,  they  mnst  be  divided  into  certain  nnits.  Coals  are  sold  by 
the  ton  :  corn  by  the  quarter :  tea  and  sugar  by  the  pound :  and 
other  things  by  the  ounce 

The  Unit  of  Debt  i^  (fw  Bight  io  demand  £100  h  be 

fmid  one  year  kmre 
The  sum  of  Money  given  to  purchase  this  unit  uf  Debt  is  its 

Price :  and  of  course,  the  less  the  Price  given  to  buy  the  fixed 
Unit  of  Debt,  the  gn^ater  is  the  Vnhie  of  Money 

But  in  the  Commerce  of  Debts  it  is  not  usual  to  estimate  the 

Valne  of  Money  by  the  Price  paid  for  the  Debt.  As  Money 
naturally  pitniuces  a  Profit,  it  is  clear  that  the  Price  given  for  a 
Debt  payable  one  year  hence  must  be  less  tlum  the  Dt^bt,  The 
Difference  between  the  Price  unJ  the  Amount  of  the  Debt  is  the 

Profit  made  bybnytug  it.  This  DifTcrenoe  or  Profit  is  termed 
Di&ouant»    And  it  is  clear  that  as  the  Price  of  the  Debt  decreaaei 
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or  increases,  the  Discount  or  Profit  increases  or  decreases.    In  the 
Commerce  of  Debts  it  is  always  usual  to  estimate  the  Value  of 
Money  by  the  Discount,  or  Profit  it  yields 

Hence,  in  the  Commerce  of  Behta— The  Value  of  Money 
varies  Directly  as  Discount 

This  Rule  embraces  both  branches  of  Commerce — 
The  Value  of  Money  varies  Inversely  as  Price,  and 

Directly  as  Discount 

Hence  it  must  be  observed  that  the  Term  Value  of  Money  has 
two  distinct  meanings.  There  are  two  great  branches  of  Com- 

merce: the  Commerce  in  Goods  or  Commodities:  and  the 

Commerce  in  Debts.  And  the  expression,  Value  of  Money,  has 
two  distinct  meanings  according  as  it  is  applied  to  these  two 
branches  of  Commerce.  In  the  Commerce  of  Commodities  the 

Value  of  Money  means  the  Quantity  of  the  Commodity  it  can 
buy  :  in  the  Commerce  of  Debts  it  means  the  Profit,  or  Discount 
made  by  buying  the  Debt 

On  Interest  and  Discount 

40.  Profits  made  by  trading  in  Money  are  made  in  two 

ways — 1.  When  the  person  advancing  the  Money  agrees  to  defer 
receiving  Profit  until  the  end  of  the  time  agreed  upon.  In  this 
case  the  Profit  is  termed  Interest 

If  a  man  *'  lends  "  £100  for  a  year  it  is  in  reality  a  Sale,  or 
Exchange,  in  which  he  sells  the  Money,  and  in  exchange  for  it  he 
receives  the  Bight  to  demand  £105  at  the  end  of  the  year :  and 
the  £5  is  the  Interest 

2.  Where  the  Profit  is  retained  at  the  time  of  the  advance 

and  deducted  from  the  amount  '^  lent."  In  this  case  the  Profit 
is  termed  Discount 

But  Discount  itself  is  of  two  kinds — 
(fl)  In  the  ordinary  books  of  Algebra  it  is  said  that  Discount 

is  where  the  Profit  is  retained  at  the  time  of  the  advance :  and 

the  sum  advanced  is  such  a  sum  as,  improved  at  the  given  Bate 
of  Profit,  would  be  equal  to  the  full  sum  at  the  end  of  the  period 
of  the  advance.    It  is  therefore  the  Present  Value  of  the 



ON   ritOl>UCTION 
59 

Snm  at  the  afrreed  upon  Hate  of  Profit.  This  miiy  he  called 
Algebraical  Discount,  It  is  vrnd  bj  Inr^unmcc  Companiea 
in  determining  the  Present  Value  of  future  payments,  and  in  Bome 
other  cases 

(b)  But  this  kind  of  Discount  ia  never  nstjd  hy  Bankers,  In 
banking  it  is  iavariably  the  custom  to  retain  the  full  amount  of 

the  Profit  agi-eed  upon  at  the  time  of  the  advance.  Thus  if  a 
Banker  discounts  a  Bill  of  £100  for  a  year  at  £5  per  cent.,  he 
deducte  and  retains  the  fall  £5,  and  advances  £D5.  That  is,  he 

"lends"  £95,  and  in  exchange  for  it  he  acquires  the  Right  to 
demand  £100  at  the  end  of  the  year.  As  this  method  is  always 
used  in  Banking,  it  may  be  termed  Bankiug  Discount 

The  Profits  made  by  Interest  aud  Algebraical  Discount  are 
Bxactly  equal :  but  Banking  Discount  is  more  profitable  :  because 
ia  the  former  case  a  Profit  of  £5  is  made,  on  the  actual  advance 
of  £100  :  in  the  latter  case  on  that  of  £95 

In  either  case  the  Money  is  the  Pi  ice  of  the  Debt,  and  the 
Debt  is  the  Price  of  the  Money 

The  Sate  of  Interest  or  Discount  is  the  Amount 
<^  the  Profit  made  in  some  given  Time,  as  the  year 

On  Production 

4L  The  term  Production  comes  from  the  Latin  pro- 
duf^re^  to  lead  or  bring  forth  :  it  ia  the  technical  word  ia  Latin 
for  to  expom  for  sale 

ThuS|  in  the  Eunvchm  of  Terence,  Thais  says — 
"  Pretium  BperoDs  Ulioo 

Producit»  vendit** 
**  Hoping  for  a  good  price,  offer's  fm  therefor  mh,  seUs  her  ** 

So,  in  the  Ilmni^m  Tivwronmmmj  Meuedemas  says — 
"  AtidUaa,  servoa 

Cranes  Prodttxi  ao  vendidi" 

**AU  ih$  MhviSf  maie  ofidfonale,  I  offered  for  sale,  and  iold^* 

Tlie  original  sense  of  Produce  in  English  is  exactly  the 
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same  :  it  is  to  draw  for ih^  to  caxisQ  to  come  near,  Ui  place  in  a  given 

spot 
Thus  it  is  said  in  Isaiah — "  Produce  yonr  cause,  saith  the 

Lord  :  bring  forth  your  strong  reasons,  says  the  king  of  Jacob  :  " 
and  the  marginal  note  says — "  Produce,  cause  to  come  near" 

So,  in  Julius  Gasary  Antony  says — 
"  That's  all  I  seek, 

And  am  moreoTer  suitor,  that  I  may 

Produce  his  body  in  the  market  place" 

So,  in  Lear^  Albany  says — 
**  Produce  their  bodies,  be  they  alive  or  dead " 

So,  when  Mr.  Montague  Tigg  gives  a  dinner  to  Mr.  Jonas 

Chuzzlewit  and  his  friends,  "  It  was  as  good  a  one  as  Money  (or 
Credit,  no  matter  which,)  could  Produce  " 

So  to  Produce  a  thing  is  simply  to  bring  it  forward,  and  place 
it  where  it  is  wanted.  If  a  witness  is  told  to  Produce  a  deed 

or  other  document  in  Court,  it  means  that  he  is  to  bring  it  into 
Court,  and  place  it  there.  So  a  party  to  a  cause  Produces  his 
witnesses  in  Court.  A  gaoler  is  ordered  to  Produce  the  body 
of  his  prisoner  in  Court,  i.e.,  to  place  him  there 

In  the  universal  language  of  commerce  the  Producer  is 
the  person  who  brings  any  commodity  into  the  market  and  offers 

it  for  sale 
Hence  the  true  and  original  meaning  of  Production  in  Econo- 

mics is  to  place  anything  in  the  market  where  it  is  offered  for 
sale.  And  a  Product  is  anything  whatever  which  is  offered 
for  sale 

A  great  poet  may  Produce  a  great  poem :  a  great  sculptor  may 
Produce  a  great  statue  :  a  great  artist  may  Produce  a  great  pic- 

ture :  we  may  estimate  their  merits  most  highly :  they  may  be 
among  the  highest  products  of  the  human  intellect :  but  Economics 
has  nothing  to  do  with  anything  except  their  market  Value.  Now, 
though  the  poem,  the  picture,  the  statue  may  be  produced  in 
nature,  or  called  into  existence  :  they  are  not  Produced  in 
Economics  until  they  are  brourjht  into  the  market  and  offered  for 
sale 

So,  in  French,  the  primary  and  original  meaning  of  Produtre 
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ia  p&uner  en  amnt:  and  of  Production,  it  is  action  deproduire;  ds 
imiir$  m  avant 

Three  different  Classes  of  Producers 

42.  In  Economics,  then,  the  term  Production  means  e,xda- 
siveljr  the  uction  of  placing  anything  in  the  market  where  it  is 
offered  for  aalo 

Now  there  are  in  general  Three  distinct  kinds  of  persons 
who  are  required  to  place  any  commodity  in  the  spot  where  it  is 
offered  fur  sale  to  the  final  purchaser 

1.  Agricultural  Producers.  One  class  of  persons 
obtain  the  raw  produce  from  the  earth :  such  as  agriculturists, 
miners,  hunters,  fishermen,  breeders  of  cattle  aud  herds,  <&c.,  and 
bring  them  into  commerce :  these  are  termed  Agricultural 
Producers 

2.  Manufacturing  Producers.  Bat  as  the  raw 
produce  of  the  earth  is  seldom  lit  ted  for  human  use  without 
undergoing  several  processes  of  manufacturing  and  fashioning, 
mannfacturers  of  all  sorts  pnrcbase  this  raw  produce  from  its  first 
or  Agricultural  Producers,  and  fashion  and  transform  it  by  an 
infinity  of  processes,  so  as  to  render  it  fit  for  human  use.  These 
are  termed  Manufacturing  Producers 

3.  Commercial  Producers.  But  after  the  raw  pro- 
dace  of  the  earth  has  been  rendered  fit  for  human  use,  it  \im  to  be 
transported  from  one  country  to  another  :  and  irom  one  place  to 
another  to  the  shop  or  market  where  it  is  finally  offered  for  sale 
or  Dse.  ITcnce  all  modern  Economists  class  Transport  as  one 

species  of  Production.  J-  B.  Say  cxi)a*ssly  euumcrates 
Transport  under  the  t-erra  Production.  So  also  does  Michel 
Obevalier.  Mill,  who  gives  the  first  book  of  his  work  to  Pro- 

duction, in  the  sense  of  obtaining  things  from  the  earth,  in  a 

sabseqaent  chapter  says — '^  Improvements  in  Frodudion,  under- 
standing the  last  expression  in  its  widest  sense  to  include  the 

process  of  procuring  ccmnwdtlies  from  a  ditdance,  as  well  as  of 

producing  tliem  '* lienor,  Merchants,  or  Foreign  Importers,  Wholesale  and  Eetail 
dealers  of  all  sorts,  are  Producers,  because  they  place  the 
product  in  the  spot  where  it  is  offered  for  sale.    lienoa  it  is  most 
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important  to  observe  that  Commerce,  or  Circulation,  is 
one  gpecies  of  Production.  Alt  these  classes  are  termed 
Commercial  Producers 

Hcuue  all  Production  is  suriimed  np  in  placing  any  article  in 
the  place  where  it  is  otlered  tor  sale.  So  far  as  the  Costoiner*  or 
Conautuer,  is  concerned,  the  tradesman  in  whose  shop  he  finds  the 
article  is  the  Producer,  It  makes  no  difference  to  him  whether 

the  tnidceman  keeps  workmen  in  hia  own  employ,  and  transports 
the  article  from  his  workshop  to  bis  counter,  or  whether  he  pays 

an  independent  mannfacLui'er  tliree  huudi'ed  miles  off  to  make  it, 
and  then  transports  it  to  kis  shop 

On  Consumption 

43.  The  word  Consumption  is  the  correlative  of  Pro- 
duction :  as  Production  means  placing  an  article  in  the  ̂ pot  where 

it  is  offered  for  &ale,  so  Consumption  means  Purchasing  the 
article,  and  taking  it  out  of  Commerce  for  the  purpose  of  nee  and 
enjoyment.  It  requirus  some  little  explanation  to  shew  how  tbia 
meaning  is  arrived  at 

The  term  in  French  for  Consumption  is  Oansammafmif  which 
means  Complfifion^  and  was  used  by  the  early  French  Economists 
to  mean  simply  Demand 

Consomnmlum  is  derived  from  Oonsommer,  which  comes  from 
the  Latin  ccnsumman^  to  compkU  or  accomplish 

Thus  La  Fontaine  eap — **  En  peu  do  jours  il  cmisomma 
I'ftffaire.'*    *'  In  a  few  days  he  comphtsd  the  transaction  '* 

So  Pascal  says — *^  On  va  chercher  et  eonsmntner  la  dc^monstm- 
tion."    *'  We  must  now  seek  for  and  camphte  the  proof  ** 

So  Dupuis  says--**  Durant  lequelle  se  con$onum  le  grand 
ouvrage  "    "  During  which  the  great  work  ia  completed  " 

Another  writer  says — **  Le  sacrifice  d'IsaaCi  qui  ne  fut  point 
C4^n8ommif  fut  Timago  de  cclui  qui  fnt  consmnmi  sur  la  croix," 
"  The  sacrifice  of  Isaac,  which  was  not  c^mpkUd^  was  the  type  of 

the  one  which  was  completed  on  the  Cross  ** 
Wo  need  not  multiply  instances :  as  every  French  scholar  known 

well  enough  that  the  genuine  sense  of  Cmisommer  is  to  Compltjte, 
or  Accomplish 

And  this  was  the  meaning  universally  given  to  Consom* 
mation  by  the  early  French  Ecouotnists 
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Thus  Le  Trosne  saya — *'  II  y  a  cette  diference  entro  Ttichange 

ei  la  vcDte,  qae  dans  recliange  tout  est  consomme'  pour  chacun 
doa  parties :  ellee  oat  le  cliase  qn'ellcs  vouJraieut  se  procurer,  et 
n'ont  plus  qu'^  jouir*  Dans  la  veute,  au  cotitraire,  et  n*y  a  qne 

raclioteur  qui  eut  rt'inpli  son  objct ;  pni-ce  qii'il  ify  a  que  lui  qui 
mil  k  port4J6  de  jotiir.  Mais  tout  n'est  pas  termini  poor  le 

Tondeur  " And  agaia — '*  L'^change  arrive  directemcnt  au  but,  qQi  est  la 
Consommation,  il  u'a  que  deux  fcermes,  et  se  (ermine  par  uu 
seul  ccmtrat.  Mais  un  eontrat  ou  Targeut  intervieut  n  est  pas 

ConBOmme'  pnisqu'  11  faut  que  le  vendeur  devienue  acheteur, 
ati  par  lui-meme,  ou  par  rinteposition  de  celui  auquel  il  tran- 
portera  son  argeut.  II  y  a  done  pour  aboutir  a  la  Consommation 
qui  est  Tobjet  ulterieur  au  moins  quatre  terms  et  trois  oon- 

tractantSt  dont  Tun  iutervient  deux  fois  " 
So  Blanqui  says — **  Tontcs  les  transacbions  devaient  se  Con- 

sommer  par  forme  d'echange  ' 
Cournot  says— *'0u  se  Corisomment  les  achats  et  les 

vents" Midielefe  says — "  II  no  consomme  rien  nojinit  rien  ** 

Consommation^  or  Consumption,  then,  in  the  language  of  the 
early  French  Economists,  simply  meant  the  Completion  of 

an  Exchange.  Suppose,  for  example,  that  a  painter  and  a  et^ulptor 
agree  to  exchange  a  picture  and  a  statue*  When  the  painter  has 
received  the  statue,  and  the  sculptor  has  received  the  picture,  each 
has  Produced,  i^.,  offered  in  exchange  his  owa  work,  and 
Consummated  bis  desire  by  obtaining  the  thing  he  desired 
to  enjoy.  And  the  Exchange  is  Consummated  and  Com- 

pleted because  each  party  has  obtained  a  Satisfaction « 
Hence  was  effected  what  the  early  EconomiBts  called  a  Com* 
plete  Exchange,  But  there  was  no  idea  of  Detitruction  in  this 
mMprocal  Consummation  of  desires 

The  Consmnmakur^  or  Consumer,  then,  was  the  person  who 
Contummaied,  Completed,  or  accomplished  the  desire  of  tbe  Pro- 

ducer, The  Producer  brings  forward  Homething  and  offers  it  for 
gale :  but  it  is  the  Purchaser  who  gives  Value  to  it  :  it  is  he  who 
crowns  the  work,  and  consommates  the  desire  of  the  Producer : 

and  completes  the  transaction  by  purchasing  the  product^  tmd 
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tliereby  gives  ifc  Value,    The  ConBumer,  therefore,  meant 
nothing  bat  the  Furchaeer  or  Custoxaer 

Thug  Conftonimaiion  was  used  by  the  early  Freuch  Economistal 
simply  to  mean  Demand 

Thua  Bois^illcl)crt,  the  morning  star  of  modem  Economics,  ̂  

says — "  Consommation  (Demand)  is  the  princiiile  of  all  Wealth' 
"All  the  rewnues,  or  ratlier  all  the  riches  in  the  world,  both' 

of  a  prince  and  his  subjects,  only  consist  in  Consommation  ^ 
(Demantl):  all  the  most  exquisite  fruits  of  the  earth,  and  the! 
most  pitscioas  products  would  be  nothing  bnt  rubbish  if  they  were 

not  Consoznmes  (DmunuUdy^ 
So  Smith  used  the  word  ConsunuiQ  mean  simply  to  Pureltase: 

*'  Though  we  frequently,  therefore,  e3q5rcs8  a  person  s  revenue  by 
ilie  metal  pieces  wliich  are  commonly  paid  to  him,  it  is  because  I 

the  amount  of  these  pieces  ii^gulates  the  extent  of  his  power  of] 
Furcliasing,  or  the  yalue  of  the  goods  which  he  can  annually  ' 
afiFord  to  Consume.    We  still  consider  his  income  as  constj^ing 

in  this  power  of  Purchasing  or  Consuming,  and  not  in  ̂  

the  pieces  which  convey  it  '*  H 

It  was  J.  B.  Say  wlio  first  used  Comrnnmation  to  mean  " 
deatruetion.  We  have  elsewhere  pointed  out  the  absurd  con- 

sequences to  which  this  leads.  But  even  Ssiy  himnelf  says — **  Tho 
Consommateurs  ijComumers)  of  things  are  the  Buyers ;  ̂ 
and  certainly  persona  do  not  purchase  everything  for  the  sake  of 
destroy ing  it 

We  must,  therefore,  eliminate  all  idea  of  Destruction  from  the 
term  Consommationi  or  ConsumpHon^  in  Economics:  and 
leave  only  Purchiise  as  its  true  meaning.    The  Consumer 

simply  the  Purchaser  or  Customer 

Mmning  of  the  Expression   **  Production 

Consumption  '* 

and 

I 
44.  Hence  the  student  must  carefhlly  observe  that  in  the 

language  of  Economics  the  ejcpression  **  Production  and 

Consumption'*  is  one  and  iudivisibTe:  aud  it  must  n4>t  le 
separated  into  its  component  terms.  Production  and  Con- 

sumption together  mnatitute  Exchange  :  and  each  act 
oxchanjo  is  a  phenomenon  of  Yalue,  or  of  Commerce 
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Ho  BurTce  says— "ifarfcet  ia  the  meeting  and  conference  of 
the  Consiuaer  and  Producer** 

Bo  Bastiat  saja — **  In  general  we  devote  ourselves  to  a  trade, 
or  profession ,  or  career:  and  it  is  not  from  that  that  wo  expect 

'  directly  the  object  of  oar  satisfaction.    We  render  and  we  xeceive 
I  servioea  •  we  offer  and  we  demand  values:  we  make  piirchai^s  and 

^  iales :  we  labour  for  others  and  others  labour  for  ua  :  in  a  word, 
we  are  Producers  and  Consumers 

On  Supply  arid  Demand 

46.  The  terms  Production  and  Consumption  were  used  by 
the  early  Economists  to  mean  bringing  a  material  product  into 
the  market  and  offering  it  for  sale,  and  purchasing  it,  and  taking 
it  oat  of  the  market  for  the  pnqx^se  of  use  and  enjoyment.  And 
80  long  as  the  Science  of  Economics  was  limited  to  the  Exchanges 

of  the  material  products  of  the  earth,  the  expression  **  Pro- 
duction and  Consumption  *'  was  perfectly  intelligible  atid  unob- 

jectioaable  as  equivalent  to  Exchange,  But  whoa  the  term 
Wealth  and  the  Science  of  Economics  were  extended  and  enlarged 
by  modern  Economists  to  incUido  Labour  and  Rights  as  Wealth, 
and  ag  objects  of  Exchange,  in  conformity  with  the  unautmous 
doctrine  of  ancient  writers,  great  awkwarduess  arises.  For  even 
though  it  ia  carefully  explained  that  Production  means  nothing 

bat  offering  for  mUt  and  Consumption  means  nothing  but  Pur- 
dhonng^  it  is  very  awkward  to  speak  of  the  Production  and 
Consumption  of  Labour 

And  it  becomes  still  worse  when  Eights  are  brought  into  the 
science  as  Exchangeable  Quantities,  or  articles  of  commerce.  For 
who  would  understand  such  an  expiiission  as  the  Prodaction  and 
Consumption  of  Debts,  Shares,  the  Funds,  Copyrights,  &o. 

Under  such  circumstances  it  is  indispengable  to  resort  to  terms 
of  wider  import,  which  include  all  the  three  orders  of  Economic 
Quantities:  and  these  we  ha\^  in  the  terms  Supply  and 
Demand 

^H  Production  is  the  Quantity  of  anything  offered  for  sale  :  and 
^1  ̂   Supply  is  also  the  Quantity  of  it  oiTered  for  sale :  and  it  is 
W  qnite  usual  to  speak  of  the  Supply  of  Labour,  t.^,,  the  persons 

I         who  are  offering  their  Labour  for  sale  :  and  it  is  also  quite  usual 
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to  Bpeak  of  the  Supply  of  Billg,  %,$.,  of  Debt^  in  the  market. 
Hence  the  word  Supply  is  constantly  used  with  respect  to  all 
the  three  orders  of  Economic  Quantities  offered  for  sale :  and  is, 
therefore,  the  terra  we  want 

Somewhat  more  subtlety  appertains  to  the  word  Demand 

Demand,  of  course,  is  a  desire  of  the  mind  to  possess  some- 
thing :  but  unless  persons  possess  something  to  giTe  in  exchange 

for  what  they  want,  they  can  give  no  effect  to  their  desire  ;  and 
such  an  impotent  desire  is  not  an  Economical  phenomenon 

It  is  easy  to  see  that  Demand  is  not  the  same  thing  as  Con* 
sumption :  because  there  may  be  exactly  the  same  number  of 
things  bought  or  oonsmned :  and  yet  the  Demand  for  tbem 

may  be  very  different 
Suppose  that  a  theatre  holds  a  certain  number  of  seats  :  in 

ordinary  times  the  house  may  be  filled  at  certain  prices.  But  on 
artist  of  extraordinary  merit,  a  Jenny  Lind,  comeS|  and  the 

Demand,  or  the  desire  to  possess  the  seats,  increases — prices 
rise  enormously.  Now  the  number  of  the  seats,  or  the  Production, 
remains  exactly  the  same  :  the  Supply  is  exactly  the  same :  the 
nnraber  of  seats  offered  for  Sale,  and  the  number  bonght,  or  the 
Consumption,  remain  exactly  the  same  :  but  the  Demand  baa 
varied  greatly 

Now,  as  Value  is  originally  a  desire  of  the  mind :  but  as  Value 
is  not  manifested  as  an  Economic  phenomenon  unless  an  Exchange 
takes  place  i  and  what  a  person  gires  to  obtain  something  else  is 
termed  the  Value  of  that  commodity:  so  Mill  has  proposed 
that  the  Quantity  of  Money,  or  anything  else,  a  person  gives  to 
obtain  something  in  exchange  for  it  should  be  called  the  De^ 
mand  for  it.  This  saggestion  is  excellent,  and  clears  away 
many  difficulties  which  surrounded  the  term  :  and  we  shall  adopt 
it.  ITiufl  each  Quantity  offered  for  sale  is  the  Supply  of  that 
article  i  and  the  Quantity  of  the  other  article  given  for  it  is  its 
Value,  or  the  Demand  for  it ;  thus  each  article  exchanged 
is  the  Value  or  the  Demand  for  the  other 

Thus,  while  the  terms  Production  and  Consumption  were 
Uniikd  to  the  exchange  of  the  single  class  of  the  I^Iaterial  pro- 

ducts of  the  earth  :  the  terms  Supply  and  Demand  embrace  and 

eompn^hend  the  exchanges  of  all  the  three  classes  of  Economio 
Quantities 
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67 Thns,  Production  and  Consaraption  oonstitnte  Exchange  :  bnt 
Uie  relative  Quantities  in  which  the  things  will  exchange,  are 
distcrmmed  by  the  rektion  of  Supply  aod  DemaQd 

On  Cost  of  Production 

46,  Production  in  Economics  means,  as  we  have  seen,  placing 
any  Economic  Quantity  in  the  market^  and  ofTeriug  it  for  sale 

CouBequently,  the  Cost  of  Production  must  mean  tho 
sum  actually  expended  on  it^  in  all  its  Tarious  stages,  to  place  it 
in  that  market 

On  Productive  Labour 

47.  The  word  Productive^  like  Production,  comes  from 

prt^duc^i^  to  draw  forth  i  it  waa  always  applied  by  the  Physio- 
oroteB  to  that  which  drew  forth,  or  Produced  a  Profit :  t>., 
produced  a  surplus  after  defraying  its  Cost.  By  Productive 
Labour,  the  Phyalocratea  meant  Labour  which  produced  a 
Profit  after  defraying  tlie  Cost  of  Production 

So,  Smith  says  that  a  Capital  may  be  employed  in  four 
different  ways^  and  that  ail  persons  who  employ  their  Capital  in 
any  of  these  four  ways  are  Productive  Labourers 

And  these  passages  agree  exactly  with  conimou  UHage.  Hence, 
in  accordance  mth  them  and  with  general  usage,  we  shall  always 
lue  the  term  Productive  Labour  to  mean  Labour  wliich  produces 

1  &  Profit 

On  Profit  and  Eate  of  Profit 

48.    The  word  Profit  comes  from  the  Latin  Frofkere,  to 
make  progress 

So  in  Marlowe's  Famim  the  Chorus  aays^ — 

•*8o  agon  ho  Profits  hi  Dlvuiity,*' 

MLy  makes  progresB 

The  sum  actually  expended  in  placing  any  commodity  in  the 
market  ̂ s  its  Cost  of  Prodnctioii :  the  sum  it  actually  stUs  for  is ¥2 
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its  Yalae ;  and  the  Difference  between  the  Cost  of  Production 
and  the  Valae  of  any  oorarDodity  is  termed  the  Profit 

The  Value  may  eiceed  or  may  fall  short  of  the  Cost  of  Pro- 
dnction,  Whea  the  Value  exceeds  the  Cost  of  Production,  tho 
Difference,  or  Profit,  is  Positive,  and  is  termed  a  Gain :  wlicn 
the  Value  falls  short  of  the  Coat  of  Production,  the  Difference,  or 
Profit,  is  Kegatire,  and  is  termed  a  Loss 

The  Bate  of  Profit  is  the  Amount  of  Profit  mtwJe 
In  some  given  Time,  aa  a  year 

Hence  the  Bate  of  Profit  vari^  directly  as  the 
Amount  of  Profit,  and  Inversely  aa  the  Time  ta 
which  it  is  made 

On  Payment,  Bischargre,  and  Satisfaction 

49.  The  words  Payment,  Discharge  and  Satisfac- 
tion are  often  supposed  to  be  identical  in  meaning,  but  they  are 

not  BO 

The  word  Payment  means  Anything  whatever  which  is 
voluntarily  taken  in  exchange  for  anything  else 

It  is  originally  from  the  Sanskrit  Pag,  which  is  the  same  word 
05  the  Greek  inj-yo*,  Doric  irayw,  Tnjyrufn 

In  old  Latin  this  was  pa^o^  or  pacOf  the  same  aa  paeistcr : 
and  also  pan^o,  ;>f^>,  or  pepiffif  or  panri,  panefum,  to  cx)vcnant| 
agree  for,  bargain  for,  stipulate,  or  come  to  terms  with 

Thus  it  is  said  in  the  Laws  of  the  3tii  TaUea— 

"  Bern  nbi  poguni,  orato  " 
**!/  tlmj  come  to  terms  let  it  bi  setiUd  as  agreed  upon^* 
'<  Ni  pagunt  in  comitio  aut  in  foro  ante  meridiem  cansam 

conjicito  " "^  ih^y  do  not  tmm  to  i&nm  bring  ifis  cause  hfore  the 
meeting  of  the  Court  b&fore  noon 

Uiiuce  p(uare,  to  appease,  or  pacify:  whence  the  Italian^jMi^arts 
and  our  Pay 

Wlien  one  person  has  delivered  anything  to  another  person  or 
done  any  si^rvice  to  him,  he  is  entitled  to  receive  some  Equivalent 
in  return,  nnlcgs  it  was  meant  as  a  donation.  But  at  the  same 
time  he  has  the  right  to  consider  Anything  be  pleaaea  an 

Ecjnivalent 



OH  PAYMENT 
Gd 

Tlins  whore  two  persons  aj]:ree  to  exchangee  any  material  proflaf  Ls, 
each  13  Payment  for  the  otlier  :  l3ecauso  ejich  gatiefies  and 
appeases  the  chiitn  that  the  other  has  for  an  equivalent  for  the 
product  he  has  given.  When  goods  are  paid  for  in  money  it  is 
sometimes  supposed  that  it  is  only  the  Money  which  is  the 
Payment.  This  however  is  an  error.  The  Money  is  Payment 
for  the  Goods  :  bnt  the  Goods  are  equally  Payment  for  the  Money: 
because  each  side  baa  got  what  be  agreed  to  take  in  exchange  for 
his  product 

80,  when  Money  is  paid  as  Wages  for  work  done  :  the  Money 
is  Payment  for  the  Work ;  but  the  Work  is  equally  payment  for 
the  Money 

80|  where  persons  agree  to  exchange  different  kinds  of 
Work,  each  is  Payment  for  the  other 

80,  where  a  merchant  agrees  to  take  a  Trader's  Bill  at  three 
months  in  exchange  for  Goods,  the  Bill  is  Payment  for  the  Goods, 
It  appeases  the  claim  of  the  Merchant;  because  ho  has  got  what  he 
agreed  to  take  in  exchange  for  the  Goods.  When  the  Bill  becomes 
due,  the  Trader  has  to  Pay  his  Bill :  that  is,  he  has  to  appease  the 
daim  which  the  owner  of  the  Bill  has  for  the  Money 

80  if  one  person  has  a  Debt,  or  Right  of  Action  against  another 

penson,  payable  on  demand,  and  if  he  agrees  to  take  Im  Debtor's 
Bill  at  thi^e  months :  the  Bill  is  Payment  of  the  Debt :  and  as 
before  the  Debtor  has  to  Pay  the  Bill  when  it  becomes  due 

Hence  to  Pay  means  simply  to  appease :  when  a  man  Pays  a 

Debt  he  appeases  the  Right  which  the  Cix»ditor  ha^  to  demand  a 
lum  of  money  from  him  :  when  he  Pays  his  Rent  he  appeases  the 
Bight  which  the  owner  of  the  Uooae,  Land,  &c.,  has  against  him 
for  oompensation  for  its  use 

But  it  does  not  follow  that  Payment  is  the  final  closing  of  the 
transaction.  The  only  legal  word  which  denotes  the  final  closing 
of  tbe  tmnsaction  is  Satisfaction.  If  a  Bill  is  taken  in 

ixohange  for  Goods :  it  is  Payment :  but  it  is  not  Satisfaction 
(unless  it  is  expressly  received  a&  such)  until  the  Bitl  itself  is  Paid 

If  however  the  owner  of  the  Bill  neglects  to  follow  np  his 
legjil  remedy,  the  Bill  becomes  not  only  Payment,  but  Satisfac- 
tion  :  by  doing  so,  the  owner  of  it  makes  it  Money 

And  Kconomists  go  further :  they  say  t!mt  Money  itself  ia 
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only  a  higher  order  of  Bill  :  atid  that  tbotip:h  givingr  Money  is 
Payment,  it  is  not  Satisfaction  until  the  Money  is  ex- 

changed away  for  Bomething  which  is  desired 
Thus  though  a  shoemaker  is  paid  when  he  has  got  Money  foi 

his  shoes  ;  yet  he  has  not  got  a  Satlsfactionf  nntil  he  has  got 
bread,  or  meat,  or  wine,  or  anything  else  he  desiree  in  exchange 
for  the  Money 

The  early  Economists  pointed  out  that  Money  is  itself  only 
an  intermediary  in  exchange :  it  is  only  a  general  Bill  of  Exchange 
or  Eight,  or  Title  to  be  paid  in  sometliing  else.  They  only 
considered  the  Exchange  as  comammi  or  completed,  whea 
prodactg  had  been  exchanged  against  products 

It  was  formerly  supposed  that  the  word  Discharge  had  t.he 
same  legal  effect  as  Satisfaction  and  was  the  final  closing  of  the 
transaction.  But  it  has  now  been  decided  that  Discharge  means 
no  more  than  Payment ;  and,  therefore,  is  not  neceasaniy  final 

On  Capital 

50*  We  have  now  come  to  the  last  Definition,  or  General 

Concept,  whose  meaning  it  is  absolutely  necessary  to  determine- 
namely  Capital 

The  word  Capital  is  derived  from  the  Latin  Capttf,  which 
means  the  source  of  a  spring,  or  the  root  of  a  plant,  or  the  source 
from  which  any  increase  flows 

Thus  Plantns  says — 
"0  Bceleram  Caput." — "0  scarce  or  fountain  of  crimes/' 

"  Perjnrii  Capnt."^ — **  0  fountain  of  perjuries  *' 
Stephens,  in  his  Tliesanrus,  thus  defines  the  word : 

Kc<;^aXaiov — Caput  nnde  frnctus  et  reditns  manatr 
Capital— W*fl  Saurce  front  which  any  Profit  cr  Bevenue 

flows So  Senior  says — "  Economists  are  agreed  that  Whatever 

gives  a  Profit  is  properly  termed  Capital  " 
And  de  Fontenay  says—**  Wherever  there  is  a  Bevenue 

yonpercei?e  Capital'* 

Tin's  is  A  good  general  Definition  :  and  the  whatever  give§ 
%  Profit  must  be  interpreted  in  as  wide  and  general  a  eense  aa  the 
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Anything  whose  VaJm  cofi  b$  meamind  in  nwneym  in  the 
defiQitiua  of  Wealth 

Now  any  Economic  Quantity  whaterer  may  be  used  in  two 

different  ways — 
1.  The  Proprietor  may  use  it  himself  for  his  own  personal 

enjoyment 
2.  He  may  trade  with  it :  i,e,^  he  may  use  it  60  aa  to  produce 

a  Profit 

When  any  Economic  Quantity  whatever  Ib  traded  with  and 
used  60  as  to  produce  a  Profit  it  is  termed  Capital 

The  definition  of  Capital,  then,  is  this — Capital  is  anij 
Ecwiomk  Quantity  whatever  used  sa  as  to  produce  a  Profit 

It  has  been  seen  that  Economic  Quantities  are  of  Three 
distinct  onclers :  (1)  Material  Things  :  (2)  Personal  Qualities: 

(3)  Abeti-act  Rights  :  and  each  of  these  Quantities  may  be  used 
in  either  of  the  above  ways 

(1)  Material  Things.— Suppose  that  a  pei-aon  has  a  sum 
of  money.  If  he  eipi^nds  it  on  hia  own  personal  enjoyment  and 
gratification^  or  on  his  houscliold  expenses^  such  Money  i&  not  used 
as  Capital 

Bat  if  he  lends  it  out  at  Interesti  then  he  uses  it  as  Capital : 
or  if  he  buys  into  the  Funds :  or  buys  Shares  in  a  Commercial 
Corni>r!ny  which  bring  him  in  a  Revenue :  then  he  uses  the  Money 
as  Cu|iital 

Or  if  he  bays  goods  with  the  intention  of  selling  them  again 
with  a  profit,  he  uses  the  Money  as  Capital :  and  the  goods  are 
•tso  Capital,  beeaose  they  are  intended  to  be  sold  again  with  a 
Piofit 

So,  if  the  owner  of  land  lives  upon  it  himself,  and  uses  it  for 
hi.^  own  enjoyment,  he  does  not  use  the  land  as  Capital ;  but  if  ho 
lets  it  out  to  farmers,  or  to  builders  to  huild  houses  upon,  and 
receives  a  Rent  for  so  doing  :  then  he  uses  the  land  as  Capital. 
8ome  great  noblemen  possess  lar^  tmcts  of  land  upon  which  a 
g^reat  part  of  London  i^i  built:  that  land  yields  them  an  enormous 
Be  venue :  and  therefore  it  is  Capital  to  them.  And  so  any 
mateiial  thing  whatever  may  Ix;  Ubud  as  Capital 
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(2)  Personal  Qualities,  —  All  modem  Economists— 
Bmith,  Say,  Senior,  Infill,  and  otherB,  agree  with  the  author  of  the 
Erjxias,  that  Personal  Qualities— Skill,  Energy,  Ability, 
Knowledge,  and  Character  are  Wealtht  and  may  be  nsed  as 
Capital :  because  persons  can  make  an  loconjo,  or  earn  a 

Eevenue  by  tbeii*  employment,  as  well  as  by  any  material  chattel 

But  Personal  Qualities  may  be  used  as  Capital,  or  to  earn 
an  Income  by,  in  two  distinct  ways  :  if  used  in  one  way  they  are 
Labour  :  if  m  the  other  way.  Credit 

(a)  Personal  Qualities  as  Labour. — If  a  man  digs 
in  hia  garden  for  his  own  amusement:  or  if  he  sings,  acts,  or 
gives  lectures  for  the  private  delectation  of  his  friends,  such 
Labour  is  not  used  as  Capital 

But  if  be  sells  his  Labour  in  any  capacity  for  money  :  then 
such  Labour  is  used  as  Capital  by  hiro 

Thus  Huskisson  said  —  **  He  had  always  maintained  that 

Labour  is  the  poor  man's  Capital  ̂^ 
60  Mr,  Cardwell  said  to  his  constituents^ — "  Labour  is  the 

poor  man's  Capital  '* 
So  a  writer  in  a  daily  paper  said,  speaking  of  the  Irish 

peasants — **  The  only  Capital  they  possess  is  their  Labour, 
which  they  must  bring  into  the  market  to  supply  their  daily 

wants  " And,  speaking  of  them,  the  ̂ c(?^/oww(  said—'*  They  have  no 

Capital  but  their  Labour  " 
De  Qiiincey  says  of  serving-men —  **  His  Estate  is  his 

capacity  to  serve  " 80  his  Talents  and  Abilities  are  Capital  to  any  one  who  earns 
an  income  as  an  advocate,  physician,  Burgeon^  engineer,  manager 
of  a  great  commercial  company,  or  in  any  other  profession.  He 
makes  an  income  which  is  measurable  and  taxable,  just  in  the 
same  way  as  if  he  made  an  income  by  selliug  corn,  or  wine,  or 
cattle,  or  any  otlier  material  chattels.  All  modern  writers  admit 
that  Labour  is  a  Commodity,  like  a  material  chattel :  and  con* 
ficquently  it  can  be  sold  for  a  Profit  like  any  other  Chattel ;  and 
UieDifore  it  may  be  nsed  as  Capital 
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(h)  Personal  Qualities  as  Credit.— But  n  mm  may 
08e  his  P'ersanal  8kilU  Abilities,  Energy,  and  Clmrticter  for  the 
parpose  of  Profit,  and  therefore  as  Capltali  in  another  way 
besides  the  direct  exchange  of  thera  for  Money 

He  may  use  them  for  the  pnrpse  of  purchasing  goods,  or 
materiaLs,  and  employing  labour,  by  giving  in  exchange  for  them 
a  Pronme  to  pay  at  a  future  timCj  instead  of  actual  Money.  In 
ptipnlar  langnage  this  Purchasing  Power  of  Character 
IS  termed  **  Credit,"  A  merchant  or  trader  is  said  to  be  in 

'*  good  Credit  **  when  persons  are  willing  to  sell  to  him  goods,  and 
take  in  exchange  for  them  a  Promm  to  pay  at  a  future  time 
instead  of  actual  Money.  And  a  trader  makes  a  Profit  by  trading 
with  his  Credit,  precisely  in  the  same  way  as  if  he  traded  with Money 

Mill  expressly  defines  Wealth  to  be  anything  which 
has  Purchasing  Power ;  and  m  a  multitude  of  plRces  he 
says,  that  Citjdit  is  Purchasing  Power  :  and  therefore  Wealth,  by 
his  own  dcfinitton 

Bat  a  merchant's  Credit  or  Purchasing  Power  does  not  enter 
into  Economics  until  he  actually  does  make  some  purchase  with 
it :  and  when  he  docs  exercise  hia  Credit  in  this  way.  he  gives  his 
Proraise  to  pay  in  exchange  for  the  goods  instead  of  Money  ;  and 
it  is  this  Promise  to  pay,  or  Right  of  action  to  demand 
payment^  wliich  is  the  Economic  Quantity  termed  a  Credit : 
and  it  may  be  bought  and  soKl,  and  traded  with,  any  nuiiilier 
of  times  like  any  material  chattel^  befurc  it  is  paid  off  and 
extinguished 

(5)  Rights.— When  Personal  Qualities  are  need  as  Credit, 
a  Right  of  action,  or  an  Economic  Quatitity  of  the  tliird  order,  is 
generated  :  and  as  we  have  seen,  this  Right  of  action  is  termed 
Pcruni/M,  Res,  Bona,  Merx^  m  Roman  Law  :  xpVf^^^  wpdy^a,  &c., 
in  Greek  Law:  Goods  and  Chattels  in  English  Law,  because  it 
can  be  bought  and  sold,  and  used  as  Capital  ns  well  as  any 
iDAterial  chattel.  The  Traffic  in  these  Rights  of  action  is  the 
most  colosaaJ  branch  of  modern  Commerce ;  and  is,  m  we  shall 
see,  the  expres  busineBs  of  Banking 

But  any  other  Right  may  aho  be  used  as  Capital  If  a  man 

boys  into  the  Funds,  they  pi-oduc^s  him  a  Profit ;  heuoe  they  are 
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Capital  to  him.  So  if  he  invests  his  Money  in  the  Shares  of  a 
Commercial  Company,  they  are  Capital  to  him.  If  an  anthor 
writes  a  successful  work,  the  Copyright  of  it  is  Capital  to  him : 
and  if  he  sells  it  to  a  publisher,  it  is  Capital  to  his  publisher 

There  is  a  class  of  traders  whose  business  it  is  to  buy  and  sell 
Rights,  such  as  the  Funds,  Shares  in  Companies,  and  Securities  of 
this  nature  :  and  they  keep  a  stock  of  this  kind  of  Property  on 
hand,  just  as  other  traders  keep  a  stock  of  material  goods 

There  is  no  such  thing  as  Absolute  Capital 

61.  It  has  been  shewn  in  a  preceding  section  that  there  is 
no  such  thing  as  Absolute  Wealth — that  is,  there  is  nothing  which 
is  by  its  own  nature  Wealth,  and  that  whether  anything  is  Wealth 
or  not  depends  entirely  upon  Human  Wants  and  Demands 

So,  also,  it  must  be  carefully  obseiTcd  that  there  is  nothing 
which  IB  in  its  own  nature  and  aJways  Capital.  As  Mill  observeSi 
the  distinction  between  Capital  and  non-Capital  does  not  lie  in 
the  kind  of  the  Commodity,  but  in  the  Mind  of  the  Capi- 

talist :  and  in  his  Will  to  employ  it  in  one  way  rather  than  in 
another.  That  is,  whether  a  thing  is  Capital  or  not  does  not  in 
any  way  depend  on  the  nature  of  the  thing  itself,  but  solely  and 
exclusively  on  its  method  of  use.  It  is  sometimes  said  that  Capital 
is  simply  the  accumulation  of  the  products  of  past  labour.  But 
this  is  a  most  vital  error,  and  must  be  most  carefully  guarded 
against.  All  the  accumulation  of  the  past  is  not  used  as  Capital : 
but  only  that  portion  of  it  which  is  traded  with  :  or  used  for  the 
purpose  of  Profit.  Moreover,  material  things  may  be  used  aa 
Capital  which  are  in  no  way  the  accumulation  of  past  labour, 
such  as  the  Land  :  and  we  shall  see  hereafter  that  we  can  trade 
with,  and  make  a  Profit  of,  not  only  the  Accumulated  Profits  of 
the  Past^  but  also  the  Expected  Profits  of  the  Future 

Capital  may  Increase  in  Two  distinct  Ways 

62.  Capital  may  increase  in  two  fundamentally  distinct 

ways— 1.  By  an  actual  Increase  of  Quantity :  thus,  flocks 
and  herds,  poultry,  cuttle,  and  all  the  fruits  of  the  earth  increase 
by  adding  to  their  number  or  Qutmtiticd 
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2.  By  Commerce,  or  Exchange:  that  is,  by  ex- 
clmnging  away  somethiog  which  has  a  lower  value  in  a  place  and 
obtaining  something  which  has  a  higher  value  in  return  for  it 

Money  is  need  as  Capital  and  produces  a  Profit  by  the  &econd 
of  these  methods.  Mooey  is  used  as  Capital  by  exchauging  it 
away  for  goods  which  are  gold  for  a  higher  price  than  they  cost : 
or  by  advancing  a  sum  of  Money  and  acquiring  the  Right  to  he 
repaid  a  larger  sum  at  a  future  period:  or  by  employing  Labour 
and  BaUing  its  products  for  a  higher  sum  than  they  cost.  And  it 
is  also  clear  that  any  Economic  Quantity  which  is  used  as  a  sub- 

stitute for  Money,  and  produces  exactly  the  same  effects  as  Money, 
may  l>e  used  as  Capital  as  well  as  Money :  by  the  force  of  the 
Definition  which  Senior  says  all  EconomiaU  arc  agreed  upon 

Heuce,  if  a  trader  or  merchant  can  purchase  goods  or  labour 

for  Credit — that  is,  by  giving  hia  Promise  to  pai/  at  a  future 
time  instead  of  actual  Money,  aud  can  sell  the  goods  at  a  higher 
price  than  he  paid  for  them  :  and  so  make  a  Profit  after  paying 
off  and  discharging  the  Debt  he  has  incurred— then  it  is  clear 
that  his  Credit  is  Capital  to  him,  exactly  in  the  same  way  and  in 
the  eame  sense  that  Money  is 

Take  a  y^tj  simple  example.  Suppose  that  a  trader  buys 
goods  for  £100,  and  sells  them  for  £125 :  he  first  replaces  his 
original  Capital  of  £100,  and  then  he  has  a  Surplus  or  Profit  of 
£25,  He  is  therefore  better  off  by  £25  at  the  end  of  the  operation 
than  he  was  at  the  beginning :  and  he  has  used  liis  Money  as 

Capital 
On  the  other  hand,  suppose  that  a  trader  saw  that  he  could 

make  a  profit,  if  only  he  had  the  means  to  purchase  the  goods: 
but  ijuppose  that  he  has  no  Money  and  no  Credit :  then  he  can 
purchase  no  goods,  and  he  can  make  no  Pmfit 

But  suppose  that  he  has  Credit — that  is,  that  the  owner  of  the 
goods  has  confidence  in  his  Skill,  Integrity  and  Cha- 

racter— ^he  may  sell  him  the  goods,  and  take  in  exchange  for 

tbom  the  trader*B  Promise  to  pay  at  a  futni'e  time,  instead  of 
actual  Money 

Now,  as  the  payment  is  deferred^  and  thore  is  always  some 
risk  of  failure  of  payment,  the  Price  in  Credit  is  always  higher 
than  the  Price  in  ̂ loney.  Suppose  that  the  Price  in  Credit  is 
£105  2    then,  as  before,  the  trader   sells  the  goods  for  £i2b. 
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At  the  a^eed  npon  time  he  discharges  his  Debt  of  £105  ;  and  ho 
hiis  a  PmtH  of  £20  over.  That  is,  he  is  better  o(f  by  £20  at  the 
end  of  the  operation  than  he  was  at  the  beginning :  and  thiia  he 
haa  naed  his  Credit  as  Capital 

Now  by  the  Cash  purchase  he  is  £25  better  off,  and  by  the 
Credit  operation  he  is  £20  better  off  than  he  was  at  the  begin* 
ning.  It  18  true  that  he  does  not  make  so  great  a  Profit  by  Credit 
as  by  Cash  :  but  yet  he  has  made  a  Profit  by  his  Credit,  which 
lie  could  not  have  made  without  it  Hence,  by  the  very  definition 
his  Credit  hm  been  Capital  to  him :  and  it  haa  produced 
exiictly  the  same  circnlation  of  commodities  that  Cash  would  have 
done.  Hence  it  is  clear  that  Credit  is  Productive  Capital,  exactly 
in  the  same  way  and  in  the  same  sense  that  Money  is 

Thus  we  see  how  a  clear  and  distinct  understanding  of  defini- 
tions removes  all  difficulties  and  doubta.  Many  persons  have 

found  it  very  hard  to  understand  bow  Credit  is  Capital* 
But  when  we  agree  that  Anything  which  has  Purchasing: 
Power  is  Wealth,  all  difficulty  vanishes.  Because  Credit 
is  Purchasing:  Power,  Money  is  Purchasing  Power :  and 

a  tmder'fl  Credit  is  liis  Purcliasing  Power  of  his  Character  over 
and  above  his  Money  :  and  therefore,  by  the  very  definition,  each 
are  equally  Wealth.  And  as  we  have  seen  that  the  definition 
of  Capital  la  Anything  which  produces  a  Profit :  and  as  we 
have  seen  that  a  trader  makc^  a  Profit  equally  by  his  Money  and 
his  Credit :  it  necessarily  follows  tliat  he  may  use  his  Money  and 
his  Credit  equally  as  Capital 

Thus  the  expression  that  Credit  is  Capital,  which  hrw  called 
forth  so  much  dissent  in  recent  times,  simply  means  that  Com- 

merce is  carried  on,  and  Profits  are  made^  by  means  of  Credit  or 
Eights  of  action,  as  well  as  by  Money 

This  meaning  of  Capital,  aa  denoting  anything  by  which  a 
profit  can  l>e  made  is  constantly  used  in  tho  common  language  of 
Politics,  Tims  where  one  party  in  the  State  makes  an  error,  the 
other  party  ia  commonly  aaid  to  make  Capital  of  it ;  M.,  turn  it  to 
their  own  profit ;  or  when  the  Qovcmraent  gains  a  i^cat  nnlitaty 

success  it  is  said  to  make  ''Cupitar'  of  it;  i>.,turn  it  to  their  own 

profit So  Oobden  says  111  a  letter — **Thcy  have  traded  for  the  lost 
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fiflecn  years  tM  a  political  part/  on  the  Irish  Question  ;  but  aaw 

that  Capital  is  exhausted  " 

On  Fixed  and  Floating  or  Circulating  Capital 

63,  We  have  seeu  that  there  is  no  such  thiug  as  AbEolnte 

Capital :  that  anj  Economic  Quantity  whatever  may  be  ust'd  us 
Capita :  and  that  it  depeuds  entirely  upon  the  Mind  of  the  user 
and  the  Method  of  use  whether  any  Economic  Quantity  m  Capital 
or  not 

But  Capital  itself  may  be  used  in  two  distinct  ways — 
1,  The  Capitalist  may  retain  it  iu  his  own  possession,  and 

make  a  continuous  series  of  profits  by  its  use :  and  consequently 
the  Capital  is  only  rcphvcd  with  the  profits  iu  a  series  of  instal- 

ments :  Capital  used  in  this  way  is  termed  Fixed  Capital 
2.  The  Capitalist  may  part  with  it  entirely  :  and  replace  the 

entire  Cai>ital  and  Profits  in  one  operation  :  hence  it  goes  away 

Jrom  hira  entirely :  Capital  used  iu  this  way  is  termed  Floating 
'  Circulating  Capital 
It  must  be  clearly  understood  that  it  is  according  to  the 

intention  of  the  person  who  uses  it  and  the  purpose  and  method 
in  which  it  is  used  that  it  rcceives  cither  of  thc»se  names.  The 
aaine  article  may  be  Fioating  Capital  in  the  handa  of  one  person, 
and  Fixed  Capital  in  the  hands  of  its  next  possessor,  if  the  first 
produces  it  for  the  purpose  of  selling  it  outright,  and  the  second 
ptirehases  it  for  the  purpose  of  making  profit  by  its  use 

Tliis  distinction  is  often  overlooked,  and  the  term  Fixed 

Capital  is  often  applied  to  articles  of  a  pai-ticular  nature :  and 
Floating  or  Circulating  Capital  to  articles  of  another  nature 

•Thus  Smith  enanierates  four  kinds  of  Fixed  Capital — 
1.  The  oseful  machines  and  instrumenta  of  trade,  which 

&cilitate  and  abridge  Labour 

2.  Buildings  used  for  purposes  of  profit  both  by  their  pro- 
prietor and  by  those  who  pay  rent  for  them  for  trading  purposes 

3.  Improvements  in  Laud 
4.  The  acquired  and  useful  Abilities  of  all  the 

members  of  the  society 
This  enumeration  is  very  imperfect|  because  it  omitfl  all  iu^t 
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Btiipendons  mass  of  Incorporeal  Property  which  has  increased  eo 
immensely  in  recent  times 

Thas,  if  a  man  inTesta  Money  in  the  Funds :  or  in  the  Share* 
of  a  Company  :  or  in  purchasing  the  GtKKlwiil  of  a  Business:  or  a 
Practice :  or  a  Cop}Tig!it  or  a  Patent :  all  these  are  Fixed  Capital 
to  their  purchasers 

Smith  also  enumerates  four  kinds  of  Floating  Capital — 
!•  The  Money  by  means  of  which  the  other  three  are  cir- 

Cttlated  and  distributed  to  their  proper  Ooiisamera 
Under  the  term  Money,  he  inclodes  Bank  Notes,  Bills  of 

Eichange,  and  other  Secnrities  for  Moaey  :  bat  all  these  paper 
documents  are  merely  Bights  of  action  or  Credit :  hence 
Smith  expressly  includes  Credit  under  the  title  Floating  or 
Circulating  Capital 

2,  The  stock  of  provisions  in  the  hands  of  tiiB  farmers, 
graziers,  butchers,  corn  merchants,  brewers,  &c. 

3,  The  materials  in  the  baadfl  of  different  worlq>eop!e  to  be 

made  up,  clothes,  furniture,  &c. 
4,  The  work  which  is  made  up  and  completed,  but  still 

remains  in  the  hands  of  the  merchants  and  manufacturers,  but  not 

yet  disposed  of,  or  diatributed  to  the  proper  Consumers :  such  as 
the  finished  work  in  the  ehopg  of  the  emith|  cabinet  maker,  gold- 
gmith,  jeweller,  china  merchant,  «!bc. 

It  most  be  carefully  observed  that  Smith's  distinction  of 
certain  articles  as  Fixed  Capital,  and  of  other  things  as  Floating 
Capital,  is  erroneous 

Thus  houses,  lands,  &c.,  are  by  no  means  invariably  Fixed 
Capital.  It  is  quite  common  for  speculators  to  bny  upland  and 

build  houses  for  the  express  pui-posc  of  selling  them  again.  In 
the  hands  of  tliese  speculators,  houses  and  lands  so  traded  with  are 
Floating  Capital :  becaose  the  entire  property  in  them  ia 
parted  with  in  one  operation.  But  if  a  persoo  buys  land  for  the 
purpose  of  farming  it  himself  for  profit :  or  of  lotting  it  out  to 
farmers  :  or  bays  or  builds  the  houses  for  the  purpose  of  letting 
them  to  tenants:  then  such  bouses  and  landa  aru  Fixed 

Capital. 
Some  mannfacturers  build  engines  which  are  sold  to  Bailway 

Companies  :  or  agricultural  implemei  are  sold  to  farmers*; 
or  machinery  which  is  sold  to  manui.  .  in  the  hands  of  the 
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79 makers  theae  engines  and  machines  are  Floating  Capital : 
because  they  are  made  to  be  sold  absolutely  and  so  change  masters: 
and  their  whole  price  and  profit  is  paid  in  one  operation.  When 
they  come  into  the  hands  of  the  Railway  company,  the  farmers,  and 
the  mannfactnrers,  they  become  Fixed  Capital^  because  they 
remain  in  the  possesion  of  their  owners^  who  only  make  a  series  of 

profits  by  their  use 
8a  a  shipbailder  builds  ships  and  sells  them  to  a  Company: 

iu  the  hands  of  the  builders  the  ships  are  Floating  Capital : 
ki  the  hands  of  the  Company  they  become  Fixed  Capital 

Articles  which  are  usually  classed  as  Floating  Capital  may 
become  Fixed  Capital.  Furniture,  and  clothes,  and  plate  are 
usually  FloatiDg  Capital,  because  they  are  usually  made  for  the 
purpoae  of  being  sold.  But  sometimes  they  are  made  for  the 
porpoae  of  being  let  out  for  hire,  and  then  they  are  Fixed 

Capital 
If  a  person  buys  into  the  Funds,  or  Shares,  as  an  inTestment 

to  produce  an  income,  they  are  Fixed  Capital.  But  there  is 
i  cIttK  of  persons,  called  Stock  Jobbers,  who  buy  this  kind  of 
property  with  the  intention  of  selliDg  it  again  with  a  profit :  and 
they  keep  a  stock  of  it  as  traders  do  goods  :  in  the  hands  of  such 
persons  such  property  is  Floating  Capital 

There  is  another  class  of  traders,  called  Bankers,  whose 
especial  business  it  is  to  buy  Debts,  The  Bills  iu  the  portfolio 
of  a  banker  are  exactly  like  the  goods  in  the  shop  of  a  trader  i  the 
banker  buys  them  at  a  lower  price  from  one  person,  and  sells  them 
at  a  higher  price  to  another :  hence  the  bills  are  Floating 
Capital  to  the  banker 

It  is  therefore  incorrect  to  apply  the  terms  Fixed  and  Floating 
Capital  to  any  object,  whatever  its  nature  may  be,  unless  we  know 
the  intention  of  its  owner  in  using  it.  And  unless  an  object  ia 
incapable  of  being  applied  to  more  than  one  of  these  purposes,  it 
is  not  correct  to  call  it  by  either  name  absolutely.  There  are 
▼ery  few  articles  to  which  the  name  of  Fixed  Capita!  may  be 
ia?ariably  applied.  The  only  one  to  which  it  seems  necessarily 
to  be  applied  i««  the  knowledge,  skill,  and  capacity  of  a  person : 
becanse  be  cannot  sell  and  devest  himself  of  these  qualities: 
thoci^h  he  may  sell  the  Bight  to  make  use  of  tJiem  on  a  ̂ 'pecial 
oocaaioa 
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The  only  species  of  property  which  is  necessarily  Floating 
Capital  is  Money.  Money,  to  be  used,  must  necessarily  be  paid 
away  and  change  masters.  Almost  all  other  property  is  capable 
of  being  used  in  either  way  at  the  wHl  of  the  owner 

On  the  Conversion  of  Floating  inio  Fixed  Capital 

64.  It  makes  no  difiference  to  the  Capitalist,  who  lives  on 
the  profits  of  his  Capital,  whether  he  reaps  that  profit  in  one 
operation  or  in  many  :  as  the  result  must  always  be  the  same  to 
him  in  the  end.  But  to  the  class  of  persons  who  live  by  their 

daily  labour — the  workmen  in  his  business — the  difference  in  the 
mode  of  employing  Capital  is  of  very  great  importance.  Thus,  if 
the  builder  of  the  ship  sells  it  immediately,  and  receives  the  whole 
price  of  it  at  once,  he  can  employ  the  full  price  in  building  another 
ship,  and  the  full  price  may  be  expended  in  the  wages  of  ship- 

wrights, and  the  producers  of  the  materials  for  the  new  ship.  In 
this  case  the  ship  is  Floating  Capital 

But  if  the  builder  of  the  ship  only  lets  it  out  for  hire,  and 
receives  a  periodical  inptalment  for  its  use,  he  can  only  employ 
that  part  of  the  instalment  which  represents  the  deterioration  of 
the  ship  in  building  a  new  one.  Consequently,  if  he  changes  the 
nature  of  his  business  very  suddenly,  that  is,  if  he  suddenly  turns 

his  Floating  into  £^ixed  Capital,  the  fund  applicable  to  the  em- 
ployment of  Labour  will  be  greatly  diminished,  and  it  must 

infallibly  cause  much  distress  among  the  persons  who  were 
dependent  on  him  for  their  support.  By  seeking  other  employ- 

ments they  may  perhaps  be  ultimately  as  well  off  as  before.  But 
it  is  clear  that,  if  a  large  number  of  persons  have  been  accustomed 
to  have  a  particular  kind  of  labour  found  for  them,  any  sudden 
±ange  by  which  the  system  is  disorganised  must  produce  at  least 
temporary  distress.  It  may  be  said  that  the  Capital  of  the  pur- 

chaser of  the  ships,  instead  of  going  to  the  builder  of  the  ship* 
and  being  spent  among  that  class  of  workmen,  might  be  employed 
in  encouraging  other  species  of  industry,  so  that  the  result  to  the 
whole  community  would  be  the  same.  But  the  overthrow  of  any 
system  upon  which  a  great  number  cf  people  depend  must  be 
followed  by  much  suffering 

It  appears,  then,  that  the  conversion  vf  Floating  into  Fixed 
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Oq:)itat  reqiiirfs  to  be  done  with  much  caption,  and  only  in  certain 
quantities  at  a  time,  to  prevent  its  being  injurious  to  large  classes 
of  persoDs,  And  if  a  large  class  of  the  public  are  seized  with  a 
godden  mania  to  convert  an  unuenal  quantity  of  Floating  into 
Fixed  Capital,  it  must  lie  followed  by  at  least  tcmjiorary  distress. 
In  1847  the  enormous  quantity  of  Floating  Capital  which  was 
Buddenly  turned  into  Fixed  Capital  by  the  Ufiilway  mania  in  that 

jear  Wtts  one  of  the  causes  of  the  gi'eat  iinaneial  panic  of  that  year 

On  Mfl  Three  Ambiguities  in  the  Theory  of  Credit 

66.  We  must  now  notice  Three  Perplexities  or  Ambignities 
in  the  Theory  of  Credit,  whieii  have  been  the  cause  of  muda 
error,  and  against  which  it  is  necessary  to  warn  the  student 

First  Ambiguity— /I  Debt  is  not  Money  mved  hy 
fhe  Debtor*  but  the  Personal  Duty  io  Pay  Money 

When  an  OUigation  has  been  created  by  the  sale  of  the 
Property  in  Goods  or  Money,  the  Credit  is  the  Personal 
Bight  of  the  Creditor  to  demand  tlie  Money,  and  the  Debt 
is  the  Personal  Duty  of  the  Debtor  to  pay  the  Money 

It  is  very  often  supposed  that  a  Debt  is  Money  owed  by  the 

Debtor,  or  Money  in  the  Debtor's  possession  to  which  the  Creditor 
has  a  Right 

This»  howevefi  is  a  very  great  error,  which  has  misled  many 
persons,  i^  we  shall  gee  hereaHer 

This  very  common  error  is  expressly  provided  against  in  the 

Digest 
"Obligattonum  substantia  mn  in  eo  eonsistit  nt  alionod 

Corpu$  nostrum  faciat;  sed  ut  Aliutrt  nobis  adstringit  ad  da/aifon 

^uid,  xd  faciendum  vel  prastanditm  '* 
"  The  essence  of  an  Oblifjntion  does  not  consist  in  fhis^  thai  it 

makes  any  Specific  Goods  our  Properttj:  but  thai  it  binds 
sonu  Person  to  give  us  something^  or  io  da  honiethinj^  or  to 

$upply  somi thing** Every  Jurist  has  carefully  pointed  out  that  a  Credit  is  not  the 
Bight  to  any  specific  Thing,  or  a  Jus  in  re  :  but  it  is  a  mere 
Struct  Bight  against  the  Persoiif  or  a  Jus  in  Fahomm 
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This  error  is  so  widespread  and  so  important  that  it  is  of  the 
ntmost  importance  to  eradicate  it :  we  shall  give  some  extracts 

from  Jurists  to  fix  it  more  clearly  in  the  student's  mind 
Pothier  says — "The  Right  which  the  Obligation  gives  the 

Creditor  of  proceeding  to  obtain  payment  of  the  thing  which  the 
Debtor  is  obliged  to  give  him,  is  not  a  Right  in  the  thing 
itself  {Jus  in  re) :  it  is  only  a  Right  against  the  Person  of  the 
Debtor  for  the  purpose  of  compelling  him  to  give  it  (Jus  ad  rem). 
The  thing  which  the  Debtor  is  obliged  to  give  continues  to  belong 
to  him,  and  the  Creditor  cannot  become  proprietor  of  it  except 
by  the  delivery,  real  or  fictitious,  which  is  made  to  him  by  the 
Debtor  in  the  performance  of  the  Obligation 

"  And  till  this  delivery  is  made  the  Creditor  has  nothing  more 
than  the  Bight  of  demanding  the  thing,  and  he  has  only  that 
Right  against  the  Person  of  the  Debtor  who  has  contracted 
the  Obligation 

'^  Hence,  it  follows,  that  if  my  Debtor,  after  contracting  an 
Obligation  to  give  a  thing  to  me,  transfers  it  upon  a  particular 
title  to  a  third  person,  whether  by  sale  or  donation,  I  cannot 
demand  it  from  tixe  party  who  has  so  acquired  it,  but  only  from 
my  Debtor.  The  reason  is,  as  the  Obligation  does  not,  according 
to  our  principle,  give  the  Creditor  any  Right  in  the  thing  which 
is  due  to  him,  I  have  not  any  Right  in  the  thing  which  was  due 
to  me  that  I  can  pursue  against  the  person  in  whose  hands  it  may 

be  found  " So  Mr.  Williams  says — "  Every  person  who  borrows  money 
on  mortgage  or  not  incurs  a  Debt  or  Personal  Obligation 

to  repay  it  out  of  whatever  means  he  possesses  " 
So  Gide  well  observes — ^*  A  Debt  is  not  the  Material  Ob- 

ject, the  Money,  but  the  Juridical  Object,  the  Duty  to 

pay 

The  distinction  is  perfectly  plain,  and  of  the  greatest  im- 
portance in  Economics  ;  for  if  the  Creditor  had  the  Right  to  any 

specific  money  in  the  Debtor's  possession,  that  would  be  a  dimi- 
nution of  the  Debtor's  Property :  he  would  have  no  right  to  sell 

or  part  with  it :  and  there  would,  in  fact,  be  only  one  Economic 
QuButity  in  existence,  t.^.,  the  quantity  of  money.  But  as  a 
matter  of  fact,  the  whole  of  the  money  remains  the  Debtoi^s 



SECOND   AMBIGUrrr 83 

Property  ;  which  he  caa  sell  or  exchange  m  he  plonses  :  and  also 

there  U  the  Pro[>erty  or  Ri{|iit  in  the  pci*soii  of  the  Cmditor, 
which  he  can  also  sell  or  exchange  aa  he  pleases  :  and  which  may 
1^  sold  or  exchan*]^o(l  any  number  of  times  till  it  is  paid  off  and 
extinguished.  Hence,  in  this  case,  there  are  two  Economie 
Quantities  in  exifiteuce,  which  may  each  circulate  la  commerce  at 
the  same  time 

If  the  Creditor's  Right  wei^  the  Right  to  a  specific  mim  of 
money  in  the  Debtor's  possession,  it  would  follow  that  a  pergon 
eotild  never  be  insolvent :  because,  if  he  had  no  money,  his 
CRniitor  could  have  no  Right :  but,  unfortunately,  this  is  very 
far  from  being  the  case.  In  too  many  iuBtauces  persona  are  in- 

solvent; i.tf.,  they  are  under  the  Duty  to  jntj  money,  and  have  no 

money  to  pay  it  with  :  but  the  Creditor's  llifjhi  to  demand  exists, 
no  matter  whether  the  Debtor  can  pay  it  or  not 

If  the  Creditor's  Right  was  the  Right  to  a  specific  sum  of 
money,  it  would  follow  that  the  Quantity  of  Credit  in  circulation 
conld  not  exceed  the  Quantity  of  money :  but  this  is  contrary  to 
fact :  becausG  the  Quantity  of  Credit  in  existence  is  not  much 

less  than  iif ty-fold  the  Quantity  of  Money 

Second  Ambiguity — The  trard  Debt  fmans  the  Otb^ 
ditors  Bight  of  action  as  well  us  i/w  Debbrs  Duty  to 

pay 
66,    The  second  Ambiguity  is  this.    The  word  Debt  would 

em  Btrictly  to  mean  the  Debtor's  Duty  to  pay :   but  it  has 
tmg  been  used,  both  in  Law  and  Coiauion  Umige,  to  mean  the 

Creditor's    Right   of  action   as  well ;    it  is  thus  used  aa 
gynonymous  with  Credit 

We  are  not  aware  that  the  word  Ddntttm  was  ever  used  in 

daasical  Latin  to  mean  the  Creditor's  Right  of  action  :  in  juristic 
Latiii  it  is  used  as  gynonymous  with  Obtufatio,  and  thei-eforc 
meana  a  Contract :  and  thereibre  it  includes  both  the  Bight 
and  the  Duty 

But  in  the  twelfth  century  the  word  Drhtfnm  was  commonly 
med  to  mean  a  Bight  of  actio4*  In  tlDi,  Hichard  I.  k^ncd 
jnstrnctions  fur  a  judicial  visitation  on  lluaticiitl  matters  in  which 
it  was  orUead— 

O  2 
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**  Omnia  Debita  Judieoram  itibi-evientor,  tcrr©,  domus, 

reditus  et  posseRsiones  " 
**  Ld  all  ihe  Debts  (i.e.,  Bights  of  action)  nnd  pledgee  of 

ifidJews  be  schedukd,  (heir  lands^  hotfses,  rents,  and possessioiu^* 
*''  Item  quUibet  Judiuus  jarabit  sQper  lotulmn  suum  quod 

omnia  Debita  sua  et  vadia,  eb  i^dltus,  ct  omnea  res,  et  po6- 
Bessioiies  Buas  iabreviari  faciat" 

**  Also  lei  evenj  Jew  mceur  fltat  he  fclU  make  a  trtt^  return  of 
all  hk  Debts  {Ru/hts  of  actmi),  pledges,  mt/tf,  and  all  his 

propeiiy,  and  possessions  " In  medieval  charters  the  word  JDehiiale  wtis  used  ie  the  same 

sense.    Thus,  ia  one  of  1324^  it  says — 
*^  In  omnibus  et  singulis  bonis  .  .  •  ,  domiuiis,  baroniift, 

oensibus,  redditnalibns,  Debitallbus,  servitntihus,  homatgiis" 
"//I  ail  and  sinfjnlar  goods  ....  lordahips^  baronm^ 

rmfenues,  rentSj  Debts  (Bights  of  action),  ̂ servUudu, 

homages'* 
In  another,  of  1874,  it  is  said — 

**  Acquisiverunt  redditus,  oensos  annnos,  et  Debitalia  in 
fwAk  .  .  .  .  •  qnoram  redditorum,  ccnsuum,  et  Debt- 

talium  " "  Theg  have  acquired  (lie  rents,  annual  reveyiim^  and  Debts 
(Bights  of  action)  in  fee  .  ,  .  .  of  which  renis,  revenues^ 

and  Debts  { Bights  of  action ) " 
Thus  the  words  Dehilnm  and  Debt  tale  were  already,  at  that 

period,  used  to  mean  Bights  of  action  in  public  iustruraentB : 
and  if  they  were  so  used  in  public  documents^  it  is  clear  that  that 
must  have  been  their  well  understood  meaning  in  cxtmmon  laDgoage 

57*  And  the  word  Debt  has  lon«f  been  used  to  mean  ft 
Bight  of  action  in  English  Law  and  common  usage 

Thus  in  the  Statute  of  Acton  Burnell,  11  Edward  L,  128S 

A.D.,  commonly  called  the  Statute  of  Merchants,  it  is  said — 
**  Pur  ceo  qe  marchauntz  qi  avaunt  cos  houres  unt  pre^te  lor 

aver  a  diverse  genz,  sunt  cheuz  en  poverte,  pur  ceo  qe  il  ni  aveit 
pas  d  redde  ley  putTcwe,  par  la  qnele  il  poeient  lor  Dettes 

haitivement  recoTcrir   .    .    .    ." 
**  Le  Bei  par  luy  par  eun  eonseil  ad  ordin^  e  establi,  qe  mar- 

chauut  (^1  veut  e%>tLe  seur  de  sa  Dette    *    *    •    *'* 
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"  E  si  le  Meirc  ne  troessc  nchatur  face  par  rcnaUc  pris  liverer 
Ic9  moeWes  al  Creanznr,  desqe  a  la  Bumme  de  la  Bette  en 

allowance  de  sa  Dette   •    .    •    /' 
By  which  it  appears  that  at  that  time  the  word  Debt  had 

aln-miy  Required  in  English  Law,  the  meaninj^^  of  a  Ri^dit  of 
action :  a  meamng  which  it  has  ever  since  retained  both  in  Law 
and  common  usage 

So  it  ifl  said,  in  '*  Lea  Termes  de  la  Ley,"  first  published  in 

*'  Dett  est  nn  brief  que  gist  Ion  ascnn  sumnic  d*arp:eut  est 
doe  a  un  per  reason  d^accompt,  bargain*  contract,  oblii^ation,  on 
auter  especialty  a  este  pay  a  certain  jour  le  quel  n'est  pay« 
donques  il  averent  ceat  brief" 

*'  Debt  is  a  Writ,"  &c* 
So  Ashe  says — 

**  Quel   Det.    Buty,    Chose-in-action   ou    Brolt " 
So,  in  the  Act,  46  Geo.  III.  (1>*0(I),  c.  125,  s.  3,  it  is  enacted 

that  — ''one  Debt  or  Bemand  may  be  set  of  againat 

another  '* So  Mr.  Williams  says— 
"Within  the  class  of  Choses-ifi-arfmiv^m  comprised  a  Right 

of  gi*owing  importance,  namely,  that  of  suing  for  money  due ; 

which  Bight  is  all  that  is  called  a  Debt " 
**  We  have  seen  that  a  Bebt  ̂ vas  anciently  considered  aa  a 

mere  Sight  to  bring  an  action  against  the  Debtor  *' 
**  When  a  Bebt  or  Bemand  is  eqaitalile  only '' 
*'  BebtB  being  formerly  considered  a^  mere  Bights  of 

action '' S0|  as  may  be  seen  in  any  daily  paj>cr,  the  executors  of 

deceiised  persons  advertise  for  any  persons  who  have  **  Bebts, 
Claims,  or  Bemands  '*  against  the  estate,  to  give  in  a 
statement  of  them 

Ortolan  saya— *'  Sous  le  premier  point  de  vuc  le  droit  personnel 

se  nomme  ehez  nous  Cre'ance :  chea  les  Romains  Nomen, 

moins  generalement  Creditum  '' 
Which  Messrs  Prichard  and  Nasraith  translat^^  thus — 

"  Under  the  first  point  of  view  a  Pcimmal  Rig] it  is  called  by 
Qg  A  *^  Bebt :  "  among  the  Bumans  Nomen^  le^  usuallyp 

Qreditam  '* 
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In  which  tliey  are  riglit,  because  Creance,  in  French,  is 

the  Eight  of  acLiou  which  a  Ci^editor  has  against  a  Debtor ;  which 
is,  as  we  have  0eeD»  the  meaniDg  of  pelpt  in  Engli^  Law 

Sometimes  the  word  Debt  is  used  in  the  same  Act  of  Par- 

lianieat  in  both  senses  of  the  Caniitor'B  Right  of  action  and 
the  Debtor's  Duty  to  pay 

ThiLs  in  the  Supreiwe  Court  of  Jodicature  Act,  $6  and  87 

Vict,  (1873)  c.  B^,  g,  2H^  §  6,  it  is  eaid— 
'*  Any  absolute  assignment  by  writiDf?  under  the  hand  of  the 

aflBignor  of  any  Debt,  or  other  legal  ChQ^e-hHtdion  .  •  ,  , 
to  receive  or  claim  ench  Debt  or  Chose'in-adion  *' — where  the 
word  Debt  means  tlie  Creditor  s  Eight  of  action 

But  in  the  same  section,  §  1^  it  is  said — 

"  Whose  estate  may  prove  to  ho  insufficient  for  the  paymeni 
in  foil  of  his  Debts  and  Liabilitiea  ....  a^i  to 

Debts  and  Liabilities  pruvuble"  where  the  word  Debt 
mtians  the  Debtor  s  Duty  to  pay 

So,  in  Bcotch  Law,  Debts  are  included  under  the  title 
HoTable  Rights :  and  in  a  Scotch  niarringe  contract  it  is  usual 

for  the  bride  to  transfer  to  her  intended  husband  **ull  goods,  gear, 

DebtSi  sums  of  mouey,  and  other  movable  estate  ** 
An  administrator  is  apj)ointed  by  the  Court  of  the  "  goods, 

cliattela,  and  Credits''  of  the  deceased 
Thus  it  is  seen  that  the  wordbi  Credit  and  Debt  are  used 

synonymously  in  Law 
It  is  exactly  the  same  in  common  usa^^e.  A  person  makes  his 

will  bequeathing  his  Debts,  t>.,  his  Rights  of  action 
Accordingly,  lu  the  Digest  of  the  Law  of  Bills  of  Exchange, 

Sic.^  which  we  prepared  tor  the  Law  Digest  Oommissioneis,  we 

began  with  this  fundamental  definition — 
**  Credit  or  Debt  in  Lr(pil  and  Commercial  [and  Eco* 

nomioti]  Uimfwuji^,  means  a  Right  of  action  ogainBl  a 

Person  for  a  sum  of  monnf* We  nvscd  not  give  any  more  examples.  The  student  must 
corefuUy  ob%*rve  that  the  word  Debt  i^  used  boUi  In  English 
Law  aiui  common  usaj^^o,  ̂ uit*.-  indi^cnmiuutely,  to  mean  both  the 

Crcdaui  s   Right  of   action   and  the   Debtor's   Duty  to 
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pay:   and  it  requires  constant  vigilance  to  pensive  in  which 
Benae  it  is  used 

The  word  Duty  also  orijEpnnlly  meant  a  Bight :  thus  the 

king's  Duties  meant  the  king's  Right  U)  levy  customs.  This 
meaning  appears  in  the  extnict  from  AEhe  above  cited:  but  it  is 
seldom  used  in  this  sense  now 

The  word  Right  had  also  this  double  meaning  in  Eno:li8h. 
Thus  Lord  Shelburne  said  in  the  House  of  Lords — ''  lie  would 
think  that  America  had  as  good  a  Bight  to  pay  taxes  a8 

Britain/'  i.e,,  it  was  as  much  their  Duty  *' 
The  word  Right  is  not  very  commonly  used  in  this  sense  in 

England  at  the  present  day  ;  but  it  is  quite  common  in  Si'otland 

to  mjf  '*  1  have  no  Bight  to  do  that/*  i.e,t  it  is  not  my  Duty 
iodoBO 

The  word  )(pio^  in  Gt^ek  has  also  this  double  meaning ;  it 
anally  means  the  thing  owed :  or  the  Duty  to  pay  it :  bat  the 
Greek  jurists  nsed  xpw  to  Eiean  the  Bight  of  action 

Thus  DemostheneR  gays — 

*^  T7JV  ovo'tav  cT'Trao'ai'  )(p€a  KartXiTrt  * 

*'  lie  k/t  all  Awr  Property  m  ouialantUng  Debts,  i.e.,  Ri§hU 

of  actiaih^' 
In  the  Baailica,  xpia  is  used  as  synonymous  with  nanmt, 

criafic§ 

80,  in  German,  the  word  Schuhl  properly  mc^ms  a  Debt  or 
liability  :  accordingly,  Schuidtier  properly  means  a  Debtor  :  but 
AnstiD  says  that  Schidd  has  also  the  doiiblc  meaning  :  and  that 
in  GermaQ  Law  SchuUner  is  oflen  nsed  to  mean  the  Creditor 

In  French  the  words  Droit  and  Dette  are  also  nsed  in 

the  double  sense  of  the  Bight  and  the  Duty  :  but  in  the 
one  case  it  is  termed  the  Droit  or  Dette  Actwe :  in  the  other  the 

Droit  or  Dette  Passive 

Tlvus  Littr^  says — 

^^  Dettes  Actives  :  celJes  dont  on  a  le  droit  d'exiger  le 

payemeut
 '' 
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It 

44 Dettes  Passives  :   oelles  qu'on  est  oblige  de  payer" 

,  Cre'ance  :    droit  d'exiger  raccomplissement  d'one  obli 
ligation     ....     on  op{)ose  les  droits  de  criaace  au  droits 
reels  : "  that  is,  Personal  Rights,  or  Jura  in  personam,  n\v  dia- tiuguished  rrum  llc^al  EighU,  or  Jura  in  re 

Thus  the  student  must  carefully  observe  that  all  these  words 
denoting  a  Contract  or  Obligation  between  two  persons  ;  such  afi 
XP«o«,  Debitum,  Debitale,  Duty,  Debt,  Right,  Droit,  Dett^, 
Sehnld,  are  need  quite  indiscriminately  with  respect  to  botb 
piirties ;  and  it  requires  coiistaat  vigilance  to  observe  in  which sense  they  are  used 

The  explanation  of  this  seeming  confusion  is  tbia:  xpio^ 
comes  from  )^p^,  it  is  fit  or  ordained:  Debitum  means  that  which 
is  due  :  Eight,  from  recttm,  means  that  whicli  is  ordered  :  and  if 
one  person  has  the  Eight  to  demand  a  sum  of  money  from 
another  :  it  is  equally  fit :  ordained :  due  :  and  right  that  the 
one  party  should  receive  as  that  the  other  should  pay  :  hence  they 
are  equally  ̂ pfo,  Debts,  Duties,  and  Rights 

On  the  Continent  it  is  usual  to  term  a  person's  Rights  his 
Actif;  and  hh  Liubilitics  liis  Passif:  the  words  JJraU  or 

Ikth  being  underatood 

Third  Ambiguity— 0«  (hfi  Dotfhh  Mmninn  of  ihs 

wonU  '*  Lend,  *  "Loan,*'  and  *' Borrow;'  or  Uta 
disfinctian  hetwcin  Mutuum  and  Commodatum 

58,  There  is  still  one  more  Anil>ignity  to  clear  away,  whicU 
has  been  the  cauise  of  must  of  tbe  confusion  in  recent  timea  on 

the  subject  of  Credit 

Ail  the  older  wiiters,  who  were  chiefly  men  wlio  had  a  practical 
knowledge  of  business,  seeing  that  the  circulation  of  comniodities 
is  effected,  and  that  profits  are  made»  equally  by  Money  and  by 
Credit,  said  that  Credit  is  Oapital,  without  giving  any  very 

nice  definition  either  of  Ci"edit  or  of  Capital 
Smith,  as  we  have  seen,  expressly  classes  Bunk  Notes,  Bills  of 

Exchange,  &e.— which  are  Credit— uuder  tiie  title  of  Oir- 
culatiag  Capital 
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Since  the  time,  however,  of  tbe  Preuch  Economist^  J,  B.  8a), 
tliia  doctriiie  has  been  the  Bubjcct  of  much  ridicule.  In  one 

piaeage  Say  says  that  those  who  say  that  Credit  is  Capital,  main- 
tain that  the  same  thing  can  be  in  two  places  at  once.  Mill  has 

also,  in  one  place»  sneered  at  those  who  say  thai  Credit  is  Capital 
But  the  most  remarkable  thing  is  that  both  these  writers  have 

Raid,  over  and  over  again,  that  Credit  is  Capital  The  fact  is. 

that  both  these  writ^^rs,  though  highly  diatinmu^^hed  literary  men, 
were  not  mercantile  lawyers,  and  were  not  able  to  fdrm  and  retain 

a  clear  and  distinct  gi^asp  of  Fundamental  Concepts :  and  they 
have  contradicted  themselves  in  the  most  extraordinary  manner. 
They  have  committed  one  of  the  most  fiagi^nt  fallacies  in  Logic 

— the  Fallacy  of  Confusion — that  is,  of  using  the  same  word  in 
totally  different  senses  in  difieteut  passages 

Although  it  would  occupy  far  too  much  space  to  quote  long 
passages  to  prove  this,  we  can  shortly  poiut  out  their  fallacies  and 
aelf-contradictions 

Ray  begins  by  expressly  clnssinG:  Instruments  of  Credit 
(Titrtidi ctiana)  and  the  Funds  under  the  title  of  Wealth: 
and  he  nnderstands  that  a  Credit  is  a  Right  of  action,  or 
the  Bight  to  a  future  Payment :  and  then  be  repeatedly  says  that 
Credit  is  Capital 

But  in  another  passage  he  considers  Credit  to  be  the  Ooods 
lent :  and  then  he  asks  how  can  the  same  Goods  be  in  two  places 
at  onoe,  and  serve  two  persons  at  the  same  time 

Bo,  alsu.  Mill,  in  a  multitude  of  places,  says  that  Credit  is 
Wealth  and  Capital ;  in  such  places  Mill  means  the  Right 
of  action  recorded  on  pa|)cr  in  the  form  of  Bank  Notes,  Bills  of 
Exchange,  Ac  But  in  another  passage  he  says  that  Credit  is 
only  the  Transfer  of  Capital :  and  then  he  sneers  at  those  who 
mj  that  Credit  is  Capital 

Oaieleas  and  indolent  readers,  catching  at  a  stinging  epigram, 
who  have  neither  a  sufficient  knowledge  of  Mercantile  Law  to 
perceive  the  fallacy,  or  to  have  clear  ideas  on  the  sul)ject :  and 
who  never  take  the  least  trouble  to  compare  one  part  of  the  book 
with  the  other  :  and  who  fjuite  overlook  the  fact  that  both  these 
nriters  mean  totally  diUereut  things  by  the  word  Credit  in 
different  passages  of  their  works,  chorus  these  silly  sarcaams 

Lut,  as  a  mutter  of  foct^  tbe  Credit  is  nciUier  the  ̂ '  Ooods '' 
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lent :  nor  is  it  tbe  **  Transfer  "  of  them  :  U^e  Credit  is 
the  Right  of  action  to  denuuid  payment  in  Wonej  ut  u 
future'  timr,  which  is  given  in  exchange  for  the  goods,  and  is  their 
Price,  It  is  itself  a  Property,  or  an  Kxchangeiiblc  Right ;  which 
circulates  in  commerce  and  produces  exactly  the  same  effects  as  bo 
much  money,  until  it  is  paid  off  and  extinguished 

All  the  confusion  and  niiscona^ptifju  on  the  subject  of  Credit 
has  arisen  from  the  want  of  knowledge  of  the  most  elementary 

'principles  of  Mercantile  Law  ;  and  from  not  being  aware  that  the 
words  '*  Loan/'  **  Lend/'  and  **  Borrow  "  have  two  dis- 

tinct nieaniugB :  and  are  applied  to  two  transactions  of  a  totally 
distinct  nature 

When  persone  ridicule  the  idea  of  CJredit  heing  Capital,  they 

argue  something  in  this  way :  suppose  they  Bay,  I  **  lend "  my 
horse,  or  my  book  ;  or  my  watch  ;  or  my  carriage  to  my  friend : 
that  does  not  make  tw^o  horses,  or  two  books ;  two  watches :  or 
two  carriages  :  and  then  they  jump  at  the  conclusion  that  to  say 
that  Credit  is  Capital  is  to  say  that  to  lend  a  thing  doubh$  it 

69.  We  have  already  explained  that  there  are  two  kinds  of 

Bight— the  Bight  of  Possession  only,  and  the  Bight  of 
Property 

And  there  are  two  distinct  kinds  of  •*  Iioan :  "  the  one  in 
which  the  Bight  of  Possession  only  is  gi\^en  for  a  limited 
time  :  and  at  the  end  of  the  time  the  identical  thing  lent  is 

restored  U)  the  "lender;"  the  other  in  which  the  Absointe 

Bight  of  Property  in  the  thing  "  lent  **  is  transferred  to 
the  '*  borrower : ''  and  the  *Mendur"  only  acquires  the  Right  to 
demand  back  an  equivalent  umonnt  of  the  thing  **  lent  *' 
both  in  quantity  and  quality :  but  not  the  identical  thing 
'^  lent " 

1,  The  Oommodatum,  Thei-e  are  some  things  which 
can  be  "  lent,'*  and  the  *'  borrower"  can  enjoy  their  use 
witliout  acquiring  the  Absolute  Property  in  them  :  and  after 
having  so  enjoyed  their  use,  he  can  reMore  the  identical  things 
•*lent  "  to  tlieir  owner 

Thns,  if  a  person  lends  his  house  ;  or  a  book  ;  or  his  wotch  j 
or  his  iuaiiagc  to  a  fi ii ud^  his  friend  can  ride  the  hoi%e  ;  or  rtad 
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the  book  ;  or  nee  the  watclj  or  the  tiiiriage,  without  atqnirfng  the 
Property  in  tiicin  :  ftiid  after  he  has  enjoyed  their  use  he  can 
ixigtore  the  identical  things  to  their  owner 

In  such  caaee  the  *'  lender  '*  docs  not  cede  the  Property  in  the 
thing  '*  lent  '*  to  the  **  borrower : "  but  only  the  Right  of  Poe&es- 
don  of  them  for  a  limited  time.  The  Property  and  the  Posseesion 
of  such  articles  so  lent  remains  in  the  lender  ;  and  he  can  reclaim 
them  at  any  time  he  pleases,  without  any  notice  to  the  borrower. 
In  such  cases  there  is  no  Exchange  or  Sale  :  and  there  is  no  new 
cre&tion  of  Property,  And,  of  conrse,  in  such  cases,  both  the 
lender  and  the  borrower  cannot  have  the  same  article  at  the  same 
time*  In  such  cajees  the  relation  of  Creditor  and  Debtor  is  not 

*  created  between  the  parties :  and  there  being  no  Sale  or  Exchange, 
there  is  no  Economic  phenomenon :  and,  consequently,  such  a 
transaction  does  not  enter  into  the  Science  of  Economii  s 

In  Boman  Law  such  a  Loan  is  termed  a  Commodatum 

2.  The  Mutunm.  Bnt  there  ts  another  kind  of  "  Loan" 

in  which  the  things  '*  lent  **  cannot  be  used  or  enjoyed  without 
their  Consumption,  Destruction,  or  Alienation 

Thus,  if  a  person  **  borrows  *'  bread,  or  wine,  or  oil,  or 
eoals^  or  meat,  or  butter,  or  other  things  of  a  similar  natnre,  he 
aiunot  enjoy  their  use  without  destroying  or  consuming  them : 
and  they  are  borrowed  for  the  very  purpose  of  being  consumed 

Hence,  from  the  very  necessity  of  the  case,  the  Property  in 
such  things  in  such  a  Loan  must  be  transferred  to  the  borrower : 
and  what  he  undertakes  to  do  is  to  return  not  the  identical  things 
lent,  bat  an  equivalent  amount  of  other  things  of  the  same  nature, 

and  equal  in  quantity  and  quality  to  the  things  **  lent " 
Bo,  also,  when  a  person  **  borrows  "  Money  he  cannot  have  the 

enjoyment  of  it  unless  he  exchanges  it  away  for  something  else  : 

consequently,  the  person  who  **  borrows  '*  Money  must  necessarily 
acijuire  the  Property  in  it 

So,  if  a  person  •*  borrows  "  a  Postage  Stamp,  he  can  only  use 
it  by  ai&xiug  it  to  a  letter ;  by  which  it  is  destroyed  ;  hence  the 

"borrower"  must  acquire  the  Property  in  it 
In  all  cases,  therefure,  of  the  Loan  of  such  things  as  wine,  oil, 

bread,  meat,  coals,  &c.,  and  also  of  Money  or  Postage  Stamps,  the 
leader  cedes  the  Property  in  the  thing  lent  to  the  borrower;  and 
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ho  ncfiuircs  the  Right  to  demand  back  an  Bquivalenl  ninonnt  of 
tho  thin^  lent :  but  not  the  identical  things.  In  all  such  cases  a 
New  Property  is  called  iafco  exiatc'nce :  and  a  Contract 
or  Obligation  is  created  between  the  "lender"  and  the 
**  borrower  *" 

In  Roman  Law  a  Loan  of  this  nature  18  termed  a  Mutuum 

The  Homaii  Lawyers  said  that  the  word  Mutuum  was  derived 
from  quod  de  fma  tuum  fit  {became  from  being  my  Property  il 
becomes  yottrs),  Moderu  scholars^  however,  repudiate  this  ety- 

mology. The  Romans,  as  is  well  known,  knew  very  little  of  their 
own  language.  Modem  scholars  say  that  Mutuum  comes  from 
Muiare,  to  Exchange :  as  deddum  from  decido,  and  dividum  from divido 

Bttt  though  the  etymolof^y  may  be  fanciful,  aa  are  so  many 
others  given  by  ancient  writers,  it  exactly  expresses  the  fact.  In 
the  Loan  of  the  Mutuum  there  is  always  an  Exchange 
of  Properties.  lu  all  cases  of  the  Mntuum  the  ix-lation  of 
Creditor  and  Debtor  is  created  between  the  lender  and  the  bor- 

rower: and  the  Eight  which  the  lender  has  to  demand  back 
from  the  borrower  an  e*:iuivalent  for  the  thing  lent  is  the  Credit : 
or,  UH  Ortolan  calls  it,  the  Price  of  the  thing  lent 

Such  transactions  are  always  Sales  or  Exchanges :  and  are 
Economic  phenomena :  and  they  all  enter  into  the  Science  of 
Economics 

The  student  must  tlierefore  carefully  oT>serve  that  every  Loan 
of  Money  is  a  Mutuum :  it  is  a  Sale  or  an  Exchange. 

Buppose,  as  it  is  commonly  said,  one  pemin  lends  to  another  £100 
for  one  year,  at  5  per  cent,  interest  ;  what  is  the  real  nature  of 
the  transaction  ?  Every  Jurist  has  ix>iuted  out  that  every  Loan 
of  Money  is  in  it3ality  a  Sale,  in  which  the  lender  cedes  the 
Pn»perty  in  the  Money  to  the  borrower,  and  in  exchange  for  it 
acquires  the  Right  or  Property  to  demand  £105  at  the 
ond  of  the  year :  and  this  Right  is  tenned  a  Credit,  or  a 
Debt.  And  the  Money  is  the  Price  of  the  Debt :  and 
the  Debt  is  the  Price  of  the  Money 

60.    Hence  those  things  only  can  be  the   subjeet  of  a 
tuum  whicli  consint  in  pondere^  mimero,  H  mettsurd;  or  which 

ay  bo  ostim^tted  geacrically  in  number^  weight,  and  mcii^ui*e 
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9a Such  tilings,  ill  Eoman  Law,  are  termed  QitaniiiaUs:  because  on 
eqnnl  Qtiantity  of  bread,  wine,  oil^  coals^  &c.,  is  as  good  as  another 

equal  Quantity  of  the  same  thtn^.^i  of  the  samti  Quality  :  or  one 
stim  of  one  hundred  sovereigns  is  equal  to  another  sum  of  one 

hnndred  sovereigns  :  or  one  Postnge  Stamp"  is  always  equal  to another  of  the  same  denomiuatioa 

But  also  the  Digest  aaya  that  they  muhia  emfunguntur:  one 
quantity  serves  the  same  purpose  as  anotlier  quantity.  From  this 
oxpressioQ  the  mediieval  jurists  called  them  Res  Fungibtk^:  and, 
in  modern  English  Law,  they  are  termed  Fungibles 

In  Englisli  Law  the  former  kind  of  Loan  or  Commodafum  is 
said  to  be  retarnable  ia  specis ;  because  the  idmikal  thing  is 
restored  :  the  latter  kind  of  Loan,  or  the  Mutumi,  is  said  to  be 
iDtoruable  in  gencre ;  because  only  svniUir  thvig$  mq  restored 

Sale  of  Goods.  The  same  relation  as  is  created  by  the 

*•  Loan  **  of  the  Mnttium  is  created  by  the  Sale  of  Goods  **  on 
Ore<lit***  The  seller  of  the  goods  cedes  the  Absolute  Property  in 
them  to  the  buyer,  exactly  in  the  same  manner  as  if  he  had  sold 
them  for  money :  and  in  exchange  for  thein  he  acquires  the  Right 
to  demand  payment  for  them  in  money  at  a  future  time.  This 
Bight  is  a  Property  termed  a  Credit^  or  a  Debt :  and 
it  is  the  Price  of  the  goods 

Thus  the  Economic  Quantity  termed  Credit  or  Debt  iB 
the  Bight  which  is  created  on  a  Loan  of  money,  oil,  corn, 
bread,  wine,  coals,  or  other  fungibles,  to  demand  kick  an  equwaknt 

Quantity  of  the  things  lent :  or  the  Bight  which  is  oi*eated  on 
a  Sale  of  goods  ̂ ^on  Credit'*  to  demand  their  Price  in  money 
at  a  f ature  time 

T}tsopMu9  en  th§  Mutuiim  and  (Hb  Commodatum 

61.  This  distinction  is  so  important  that  we  may  cit«  a 

passage  from  the  paraphrase  of  the  Institutes  of  Justinian,  which 

we  prefer  to  qnote  because  it  is  more  full  and  distinct  than  the 

corresponding  passage  in  the  Institutes  :  and  it  superseded  them 
as  the  authorised  text-book  of  Law  in  the  Law  Schools  of  the 

Empiit- •*  A  Heal  Obligation  is  contracted  by  an  act,  or  by  the  manual 
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delivery  of  somefching  connted  ont :  and  this  inclades  the  Mutnnm. 
A  thing  is  a  Mutuum  where  the  Property  in  it  passes  to 
the  person  who  receives  it :  but  he  is  bound  to  restore  to  us  not 
the  identical  thing  delivered,  but  another  of  the  same  Quality  and 
Quantity.  I  said,  so  that  the  receiver  becomes  the  proprietor  of 
it,  that  I  might  exclude  the  Commodatiim  and  the  Depo- 
situm  :  for  in  these  latter  the  receiver  acquires  no  Property. 
But  he  must  be  bound  to  us  to  exclude  the  Donation :  for  he  who 

receives  one  acquires  the  Property,  but  is  not  bound  to  us.  I 
said,  he  must  restore  not  the  identical  things  lent :  but  others  of 
similar  Quality  and  Quantity,  that  I  might  not  deprive  him  of  the 
use  of  the  Muiwum.  For  a  person  takes  a  Mutuum  that  he  may 
use  the  things  for  his  own  purposes,  and  return  others  instead  of 
them.  For  if  he  were  obliged  to  give  back  the  same  things,  it 
would  be  useless  to  borrow  them 

'^  But  all  things  are  not  taken  as  Muhta,  but  only  those  which 
consist  in  weight,  number,  and  measure.  In  weighty  as  gold, 
silver,  lead,  iron,  wax,  pitch,  tin  :  in  measure,  such  as  oil,  wine, 
and  corn  :  in  number,  such  as  Money.  And,  in  short,  whatever 
we  deliver  with  this  intent,  in  number,  measure,  and  weight,  so  as 
to  bind  che  receiver  to  return  to  us,  not  the  same  things,  but  others 
of  the  same  Nature  and  Quantity.  Whence,  also,  it  is  called 
Mutuum :  because  it  is  transferred  by  me  to  you  with  the  intent 
that  it  should  become  your  Property  {quod  de  meo  tuum  fit) 

'*  But  the  Real  Obligation  includes  Oommodatum  :  as  if 
any  one  were  to  ask  me  to  lend  him  a  book,  and  I  lent  it.  .  .  . 
But  the  Commodatuin  diflfers  widely  from  the  Mutuum. 
For  the  Mutuum  transfers  the  Property,  but  the  Commodatitm  doci 
not  transfer  it :  and  therefore  the  borrower  {Commodatarius)  is 

bound  to  restore  the  very  thing  lent " 
So  it  it  said  in  the  Digest—"  But  it  is  called  giving  a  Mutuum 

because  from  being  my  Property  it  becomes  yours  {quod  de  meo 
tuum  fit) :  and,  therefore,  if  it  does  not  become  your  Property,  no 

Obligation  is  creatad  " 
But,  on  the  contrary,  with  respect  to  the  Commodatum — "  We 

retain  the  Property  and  Possession  of  the  thing  lent  {rei  com- 
modata)  •  •  •  .  No  one  by  lending  {commodando)  a  thing 

gives  the  Property  in  it  to  him  who  borrows  it" 
Thus  the  whole  misconception  has  arisen  from  the  English 
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iwrds  "  Lend,"  **  Loan/'  and  **  Borrow"  h^mg  need  to 
denote  two  optTutions^  rtf^ss*  ritially  distirKt  nutnivK.  The  French 
lane:nagc  is  eqaally  fanlty  :  the  words  emprunt  and  emprunfer  are 
eqnally  applied  U*  both  kinds  of  Loan,  Bnt  the  distinction  is 
clearly  pointed  out  in  Roman  Law  :  and  tive  Latm  langna*je  has 
a  dif^tinct  word  fnr  ench  operation 

All  commercial  Loans  are  Muhm  and  not  C&mmodafa  :  every 
Loan  of  Money  is,  in  reality,  a  Sale  or  an  Exchanj^e  in  which  a 
Kew  Property  is  created,  which  is  called  a  Credit  or 
a  Debt  :  and  when  the  Loan  is  repaid,  it  13  another  Exchange, 
by  which  the  New  Property  is  extio^niahed 

No  one  who  had  the  simplest  knowledge  of  the  elementary 
principles  of  Roman  Law,  or  of  Mercantile  Law,  vTould  ever  have 
oommitted  the  mistake  of  confoauding  the  distinction  between 
the  Loan  of  an  ordinary  chattel,  anch  as  a  horse,  or  a  book»  or  a 
watch,  with  a  Loan  of  Money 

On  thi*  Dhiinciicn  hitwem  a  Debt  and  a  Bailment :  or  fhg 

ZHaUucdon  hetwem  a  Mutuum  and  a  Deposltum 

62,  It  has  now  been  clearly  shown  that  Credit  ia  the  Name 
of  a  species  of  Incorporeal  Property  of  colossd  magnitude  in  this 

-Oonntry,  which  is  bought  and  sold,  like  any  other  species  of 

'Property  :  and  chiefly  by  means  of  Paper  Docamenta 
We  have  still  to  point  out  one  more  common  misconception  to 

csomplete  the  subject 
There  are  two  clasees  of  Paper  Docnmenta  which  are  in  general 

QBB  in  commerce,  and  which  have  some  snpcriicial  resemblances — 
that  is,  they  both  convey  certain  Rights,  and  are  both  transferable: 
and  are  therefore  considered  by  many  persona  to  be  of  the  same 
nature,  Bnt  yet  they  are  fiindamentally  distinct  in  their  nature; 
and  in  this  radical  distinction  is  contained  the  basis  of  the  Theory 
of  Credit.  And  it  has  been  the  confusion  between  these  two 

distinct  classes  of  Paper  Documents  which  has  been  at  the  root  of 
most  of  the  false  theories  of  Credit  and  Currency  which  have 
produced  such  terrible  catastrophes  in  the  world 

These  two  species  of  Paper  Documents  are : — 
L  Bank  Notes^  Bills  of  Exchange,  Cheques,  and  all  other 

Seonritiefl  for  money:  all  these  are  Instruments  of  Credit. 
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2,  Bills  of  Lading,  Dock  Warrante*  and  all  other  Titles  to 
specific  goods :  which  are  termed  in  Law«  Documents  of 
Title,  to  which  class  also  belong  Mortgage  Deeds  of  Laad 

1q  oixler  to  understand  clearly  the  fundamental  distinction 
betweea  these  classes  of  Paper  Documents,  we  will  explain  how 
each  of  them  arises 

When  a  man  ships  goods  on  board  a  vessel,  ho  receives  from 
the  captain  a  Paper  Document  acknowledging  the  receipt  of  the 
goods,  and  promising  to  deliver  them  to  whomsoever  shall  l)e  the 
owner  of  tlie  Paper  Docoment.  This  Document  is  called  a  Bill 
of  LadiBg 

The  shipper  of  the  goods  sends  the  Bill  of  Lading  to  the 
oonsignee,  who  directly  he  receives  it  may  sell  and  transfer  it  to  any 
one  else ;  and  so  it  may  be  sold  and  transferred  any  nnraber  of 
times.  And  whoever  bays  the  Bill  of  Lading  may  go  to  the 

captain  and  demimd  the  goods  ti.'om  him:  and  tbe  captain  is 
binnid  tu  deliver  the  goods  to  whomsoever  is  the  ownei*  of  the  Bill 
of  Lading 

8irjiilurly  when  goods  are  deposit?d  in  a  Dock  Warehouse,  the 
tlr*ck  n^iflUir  gives  a  Paper  Documeutj  or  Keceipt  for  them,  of  a 
Nimilar  nature  to  the  Bill  of  Lading  :  which  Document  is  called  a 
Dock  Warrant.  This  may  be  sold  and  transferred  any 
numtmr  of  times  like  a  Bill  of  Lading,  and  whoever  buys  the 
Diick  Wtirrnut  beeomea  the  owner  of  the  goods  described  in  it, 
and  i*  (entitled  to  demand  and  receive  them  from  the  dock  master 

And  there  are  otlier  Paper  Documents  of  a  similar  nature 
Now,  it  is  to  i>e  particularly  obser?ed  that,  although  the  goods 

ftiD  delivered  into  the  temporary  custody  of  the  captain  and  the 
duck  master,  they  have  no  Property  in  them.  They  have  a 
utovo  Right  of  Posdossion  of  them.  The  Property  in  the  goods 

n^iniiiuH  in  the  shipper,  or  tlie  depositor,  and  is  transferred  by  hiin 
ttliiug  with  tlie  Bill  of  Lading  or  the  Dock  Warrant 

The  goods  are  what  is  termed  in  Roman  Law  a  Deposittim, 
and  in  Eugliiih  Law  a  BaUment:  the  captain  or  the  dock 
ituiiUir  is  the  mere  Bailee  or  Trustee  of  the  goods,  and  not 
UiKlr  Owner  or  Proprietor,  lie  has  no  Right  to  convert 
lUmx  to  hiji  own  usu  :  and  if  lie  did  so  it  wooJd  be  u  robbery;  and 

hn  ̂oiild  lit*  pnninihed  a*^  a  ihir/ 
ThiUi  in  iham  •uses  Uio  goods  are  merely  dcliveml  into  the 



BILLS   OF   EXCHANGE  8 1 

temporaiy  castody  of  the  captain  or  dock  master :  and  no  new  Pro- 
perty is  created.  The  Bill  of  Ladinj^  and  the  Dock  Warrant  form 

One  Property  ivith  the  ̂ ^oods^  and  cannot  be  sepamted  f rom  thera. 
The  goods  travel  akmp:  with  the  Paper  Document,  Thus  it  may 
be  said  in  this  cose  that  the  Paper  Documents  represent  goods. 
In  every  case  where  a  Bill  of  Lading  or  Dock  Warrant  is  offered 
for  sale  or  pledge,  there  must  be  some  specific  goods  to  which 
it  is  the  Title ;  and  if  there  were  not,  it  wonld  be  an  indict- 

able offence.  In  fact,  buying  the  Paper  Document  ia  only  a 
convenient  method  of  buying  the  goods  themselves 

In  this  caso  there  is  no  Exchange,  and  these  docnments  have 
1)0  Value  5  f,*,»  they  cannot  be  bought  and  sold,  or  exchanged 

separately  and  independently  of  the  goods.  They  are  not  ex- 
changeable for  goods  generally :  bet  are  Titles  to  certain  specific 

goods  and  to  no  others*  No  one  ever  spoke  of  the  Value  of  a 
Bill  of  Lading  or  Dock  Warrant,  Such  Documents  are  not 
Crsdit :  becanse  the  owner  of  them  does  not  simply  believe  that 
he  can  get  gm^ds  for  them  :  but  he  kmivs  that  he  has  acqaired 
the  Property  in  certain  specific  goods.  These  Paper  Documents 
are  in  themselves  Nothing,  and  are  no  addition  to  the  general 
nifias  of  Exchangeable  Quantities 

In  a  similar  way,  when  a  person  borrows  money  by  way  of 
mortgage  on  land,  he  actually  sells  the  land  bo  the  lender  of  the 
money  ;  and  the  Mortgage  Deed  is  the  Deed  of  Sale,  and  the 
Title  to  that  specific  piece  of  land.  A  Mortgage  Deed  is  a  Deed 
of  the  Sale  of  the  land  with  a  Eight  of  repurchase  by  the 
mortgagor  on  repaying  the  money  borrowed 

Hence  all  these  Documents,  Bills  of  Lading,  Dock  Warrants, 
Ac,  and  also  Mortgage  Deeds,  belong  to  the  class  of  Jura  in 
re  ;   they  are  Real  Rights  or  Corporeal  Property 

63.  But  Bills  of  Exchange,  Bank  Notes,  and  all  Securities 

for  Money,  arise  out  of  transactions  of  an  essentially  distinct 
nature.  They  all  arise  out  of  the  sale  or  exchange  of  the  Mu- 
tuum.  Paper  Credit  always  arises  out  of  an  Exchange,  and 

never  out  of  a  Bailment.  It  is  the  fundamental  Requisite  of 
all  kinds  of  Paper  Credit  that  they  shall  be  absolutely  severed 
from  any  specific  sum  of  money.  They  are  even  forbidden  to  be 
made  poyable  oat  of  a  particular  fund.    They  must  be  nothing 
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but  abstract  Bights  against  the  Person :  and  that  is  the 
very  circumstance  from  which  they  derive  their  name  :  because 
they  must  be  received  on  the  simple  helief  that  the  person  can  pay 
them.  If  any  specific  sum  of  money  were  set  apart  for  their 
payment,  they  would  not  be  Credit.  Bills  of  Lading  and  Dock 
Warrants  always  go  with  the  goods :  Bank  Notes  and  Bills  of  Ex- 

change are  always  exchanged  for  Money,  goods,  &c.  Bills  of 
Lading  represent  goods,  but  are  not  of  the  Value  of  goods,  because 
there  is  no  exchange,  and  there  can  be  no  Value  without  an 
exchange.  Bank  Notes,  Bills,  &c.,  do  not  represent  Money,  but 
they  are  of  the  Valvs  of  Money,  because,  in  their  case,  there  is 
always  an  exchange.  And  Credit  in  all  its  forms  is  a  mass  of 
independent  exchangeable  Property :  as  is  well  known  to  every 
Lawyer,  every  Merchant,  and  every  Economist 

Summary  of  Definitions 

64.  The  student  will  find  it  useful  to  have  the  results  of  the 
preceding  investigations  condensed  in  a  Summary 

Banking  is  a  department  of  the  Science  of  Economics 
Economics  is  the  Science  of  Commerce  or  Ex- 

changes :  it  is  also  called  the  Science  of  Wealth :  or  the 
Theory  of  Value 

It  may  also  be  conveniently  defined  that  Economics  is  the 
Science  which  treats  of  the  Laws  which  govern  the  Relations  oj 
Exchangeable  Quantities 

Wealth  is  anything  whatever  whose  Value  can  be  measured 
in  Money:  or  which  can  be  bought  and  sold:  or  exchanged 

Wealth,  or  Exchangeable  Quantities,  are  of  Three 
diflFerent  Forms — 

1.  Material  Things 
2.  Personal  Qualities  :  as  Labour  or  Service :  or  Credit 
8.    Abstract  Bights 
These  Three  Orders  of  Quantities  may  be  exchanged  in  Six 

diflFerent  ways 
These  Six  distinct  kinds  of  Exchange  constitute  Commerce 

in  its  widest  extent ;  and  in  all  its  forms  and  varieties  ;  and  are 
the  Science  of  Pure  Economics 
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Banking  consists  of  Two  out  of  these  Six  kinds  of  Exchange 
It  consists  in  the  Exchanges  of  Money  for  Credit : 

and  of  Credit  for  Credit 

Property  is  not  a  Thiiifi,  but  a  Bight :   it  includes  all 
kinds  of  Eights  which  can  be  exercised  over  anything  :  it  means 
Absoluts  Ownership 

Hence  Wealth,   or   Exchangeable   or   Economic 
Quantities,  consist  exckisively  of  Exchangeable  Bights 

Jurisprudence  is  the  Science  of  Bights 
Economics  is  the  Science  of  the  Exchanges  of  Bights 

Economic  Quantities  are  of  Three  Sjjeciee — 
1.  Rights  to  Material  Things  which  have  ah^ady  come  into 

possesBion 2.  Eights  to  Personal  Services 
3.  Rights  to  Things  which  will  only  come  into  poseession  at 

a  Futnrc  Time 

Bights  to  Things  which  have  akernhj  come  into  poseeseion, 
and  Bights  to  Things  which  tn/i  only  come  into  poesession  at 
fl  Future  time,  are  Inverse  or  Opposite  to  each  other 

ITence,  if  the  former  be  termed  Positive  Economic 

Quantities,  the  latter  may  be  termed  Negative  Eco- 
nomic Quantities 

Every  Sum  of  Money  is  Equivalent  to  the  Sam  of  the  Present 
Talaes  of  an  Infinite  Series  of  Fatare  Payments 

Bights  are  divided  intfj  Bights  to  specific  Things,  termed 
Jura  in  Re;  and  Bights  against  Persons,  termed  Jura  in 
PfTSiffUXfflf 

Value.  The  Value  of  any  Economic  Quantity  is  any 
Other  Economic  Quantity  for  which  it  can  be  exchanged 

Money  is  anything  whatever  which  a  Debtor  c^n  compel  a 
Creditor  to  take  in  Payment  of  a  Debt :  it  is  also  called  Legal 
Tender 

Money  is  a  Bight  or  Title  to  demand  some  eqaivalent 
for  a  protloct  or  service  done 

Credit  is  a  Bight  of  action  against  a  Person  to  pay 
or  do  something 

Barter  is  an  Exchange  of  Products 
Sale,  or  Circulation,  is  an  Exchange  in  which  one 

or  both  of  the  Quantities  exchanged  is  Money  or  Credit U2 
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Exchange  is  where  Quantities  of  a  like  nature  are  ex- 
changed :  sucli  fi9  CoTumociities  for  Commodities  :  or  Money  or 

Credit  for  Money  or  Credit 
The  Circulating  Medium  ia  the  Medinm  by  which  Circulation 

ifi  effected  :  it  inclmUs  Money  and  Credit  in  all  its  fonns 
Currency,  in  Law,  means  anything  in  which  the  Proptrhj 

passes  by  delirny  :  it  includes  Money  and  all  wriiten  documents  of 
(kedit:  as  a  scieDtific  term  in  Economics  it  includes  Money  and 
Credit  in  all  ita  forms  :  and  is  equivalent  to  Circulating: 
Medium 

The  Channel  of  Circulation  means  the  Quantity  of 
Money  and  Credit  existing  at  any  time 

Securities  for  Money  are  Rights  against  Persons 
bo  pay  Money 

Convertible  Securities  are  Bights  to  Things 
which  can  be  readily  sold 

Price  is  the  Quantity  of  Money  or  Credit  given  in 
Exchange  for  anything 

Interest  is  the  sum  {laid  for  the  use  of  Money  at  the  end 
of  the  period  agreed  upon 

Discount  is  where  the  eum  paid  for  the  nse  of  Money  is 
retained  at  the  time  of  the  advance 

Bate  of  Interest,  or  Discount,  is  tho  Amopnt  of 
Interest  or  Discount  made  in  some  given  Time 

Production  means  placing  any  product  in  the  market  and 
offering  it  for  sale 

There  are  Three  different  Classes  of  Producers— 
1,  Agricaltural  Producers 
2.  Manufacturing  Producers 
8.    Commercial  Producers 
Commerce,  or  Circulation,  is  one  form  of  Production 

Consumption    is  purchasing  any  product  for  nse  and 
enjoyment,  and  finally  taking  it  out  of  corameitse 

The  expression  "Production  and  Consumption*'  means  Ex- change 

Supply  and  Demand  also  mean  Exchange 
Cost  of  Production  means  the  sum  actually  expended  \i\ 

pUxcing  any  product  in  the  market 
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Profit  is  the  difference  between  the  Cost  of  Prodnttion  of 
aiij  prmlnct  and  its  Value  :  or  the  Quantity  it  exebauges  for 

Bate  of  Profit  is  the  Amount  of  Profit  made  in  some 
given  Time 

Payment  menns  anythiag  whatever  which  is  taken  in 
exchange  for  anything  else 

Discharge  is  equivalent  to  Payment 
Satisfaction  is  anythiog  which  is  received  as  the  final 

discharge  and  closing  of  any  tranBaction 
Capital  is  any  Economic  Quantity  used  ao  as  to  produce  a 

Profit 

Any  Economic  Qnanlity  may  be  used  as  Capital 
There  is  no  such  thing  as  Absolute  Capital 

Capital  may  increase  in  Two  distinct  ways — 
1.  By  actual  Increase  of  Quantity 
2.  By  Commerce  or  Exchange 

Capital  is  said  to  be  Fixed  when  it  remains  in  the  pos- 
Mttiou  of  the  Capitalist,  and  he  derives  a  Kcvenne  from  its  use 

Capital  is  ̂ aid  to  l)c  Floating  when  he  paits  with  it 
entirely  in  one  opemtion,  and  it  is  restored  to  him  in  the  Price  of 
the  Product 

There  are  Three  Ambiguities  in  the  Theory  of 
Credit 

First  Ambiguity.  A  Debt  is  not  Money  owed  by 
the  Debtor,  but  the  Personal  Duty  to  pay  ̂ loney 

Second  Ambiguity.  The  word  Debt  means  the 

Creditor's  Right  of  action,  as  well  as  the  Debtor's  Duty to  pay 

Third  Ambiguity*  The  words  **  Loan/*  **  Lend,' 
and  **  Borrow  ''  have  Two  distinct  meanings  :  and  denote  Two 
distinct  oiJcniLjons :  which  are  distinguished  in  Latin  as  Mu- 
tuum  and  Commodatum 

Bank  Notc^^  and  Bills  of  Exchange  always  represent  Debts: 
and  arse  out  uf  an  Exchange 

Bilk  of  Lading  and  Dock  Warmnts  always  are  Ilighte  or  Title* 
Xa  goods  %  and  arise  out  of  a  Bailment  and  not  an  Exchange 
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CHAPTER   II 

THE   THEORY   OF   VALUE 

Preliminary  Remarks 

It  is  now  definitively  settled  that,  nsed  as  a  technical  term  lu 
Economics^  the  word  Wealth  means  anything  whatever  whose 
Value  can  be  measured  in  Money :  or  which  can  be  bought  and 
sold :  or  exchanged  :  and  that  there  are  Three  distinct  kinds 
of  Things  which  can  be  bought  and  sold.  (1)  Material  Things : 
(2)  Personal  Qualities  :  (8)  Abstract  Rights 

It  is  also  seen  that  the  Value  of  any  Economic  Quantity  is  any 
other  Economic  Quantity  for  which  it  can  be  exchanged 

The  Theory  of  Value  is  the  investigation  of  the  Laws 
which  govern  the  numerical  relations  in  which  these  Quantities 
will  exchange 

The  Complete  Theory  of  Value  comprehends — 
1.  The  Definition  of  Value 

2.  The  Origin,  Cause,  or  Form  of  Value 
3.  The  General  Law  of  Value 

It  has  been  already  shewn  that  the  complete  Science  of  Eco- 
nomics comprehends  Six  distinct  kinds  of  Exchanges ;  but  as  the 

business  of  Banking  includes  only  two  of  these  six  kinds  of 
Exchange,  we  shall  consider  only  such  portions  of  the  Theory  of 
Value  as  are  necessary  for  our  present  subject :  the  complete 
Theory  of  Value  is  developed  in  our  Elm)\enU  of  Ecm(mic9 
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Section  I 

The  Definition  of  Value 

1*  Value,  in  its  true  and  original  sense,  is  a  Desire  of 

the  Mind  :  it  means  Esteem,  or  Estimation.  As  Glo'ster  says, 
in  Liar — **  In  the  diviiiion  of  the  kingdom  it  npixiars  not  which 
of  the  Dukes  he  Values  most " 

80  Troilus,  in  Troilus  and  Cresstda — 

••  For  what  is  anght  bat  as  'tis  Valued  P" 

80  Henry  Esmond  saya — ^**  There  is  some  paiticnlar  prizie  wo 
all  of  tiB  Value  :  and  that  every  man  of  spirit  will  venture  his 

life  for" 80  J.  B.  Say  says— •*  Value  is  a  Moral  Quality" 

2.  Bot  such  Value  is  not  an  Economic  phenomenon.  To 
bring  Value  into  Economics  it  must  Ije  manifested  in  some  tangible 
form :  a  person  mnst  manifest  his  Desire,  Demand,  or 
Value  for  something  else,  by  giving  something  in  Exchange 
for  it  to  acquire  possession  of  it 

But  as  one  person  cannot  gain  possession  of  what  another 
pefson  possesses  vvitliout  giving  him  something  in  exchange  for 
it  which  he  Desires,  Demands,  and  Values,  it  is  evident 
that  for  an  Kxchange  to  take  place  Requires  the  Concur- 

rence of  t^w^o  Minds.  It  is  not  sullicieut  that  the  De« 
mand  or  Value  should  exist  on  one  side  only.  If  one  person 
defiires  to  obtain  possession  of  what  another  possesses,  it  is  not 
Bufficient  to  constitute  a  phenomenon  of  Value  that  he  alone 
fihunld  desire  it :  lie  must  offer  in  exchange  for  it  something  which 
that  other  pLTsun  Desires  or  Demands,  If  a  person  brought 

a  cargo  of  wine  anioiig  a  nation  of  ti'ctotalkr^,  no  one  would 
Desire  or  Demand  it ;  no  one  would  buy  it :  among  such  a 
people  wine  would  have  no  Value  ;  so,  among  a  nation  of  non* 
BmokorSi  tobacco   would  have  ug   Value :   among  a  nation  of 



104  THEORY   AKD   l>BAOTlCfi   OF   BANKING 

vegetarians  beef  and  mutton  would  have  no  Value.  However 
much  a  person  should  wish  to  sell  his  product,  if  no  one  will  buy 
it,  it  has  no  Value.  For  an  Exchange,  or  a  phenomenon  of  Value, 
to  take  place,  there  must  be  the  Reciprocal  Desire,  or 
Demand  of  Two  persons,  each  for  the  product  of  the  other 

When,  however,  two  persons  each  Desire  or  Demand  to 
obtain  the  product  of  the  other,  and  when  they  agree  to  exchange 
their  respective  products,  each  Product  may  be  considered  as  the 
Measure  of  the  desire  of  its  owner  to  obtain  possession  of  the 
product  of  the  other.  The  two  products,  therefore,  reciprocally 
measure  the  Desire  of  their  possessors  to  obtain  the  product  of 
the  other :  and  when  these  persons  have  agreed  upon  the  Quan- 

tities of  their  products  which  are  to  be  exchanged,  the  two  pro- 
ducts are  said  to  be  of  equal  Value.  Each  product  is  the 

Value,  or  the  Demand  for  the  other  :  and  this  is  the  only 
kind  of  Value  with  which  Economics  is  concerned 

Hence  it  is  obvious  that  in  every  phenomenon  of  Value,  or 
Exchange,  there  must  be  two  Demands  and  two  Quan- 

tities :  and  that  the  true  Origin  and  Cause  of  Value  is 
Reciprocal  Demand 

Thus,  let  A  and  B  be  any  two  Economic  Quantities  which  are 
exchanged  at  any  instant :  then  we  may  say — 

A  valet  B 
or,  A  is  of  the  Value  of  B 

or,  A  —  B 
Then  B  is  the  Value  of  A  in  terms  of  B  :  and  A  is  the  Value 

of  B  in  terms  of  A 

Thus  Aristotle  says — 

.     "17  8*  diCa  XcycTtti  wpoi  rd  €kt6^  dya$d** 
^*  Now  the  term  Value  is  used  in  reference  to  External 

things'' 
So  it  is  said  in  Roman  Law — 
lies  tanti  valet  quanti  vendi  potest 
The  Value  of  a  thing  is  what  it  can  be  Sold  for 
The  Greek  word  for  Value,  afta,  is  derived  from  ay<o,  one  of 

whose  meanings  is  to  Weigh,  or,  be  of  the  weight  of 
80  Demosthenes,  speaking  of  some  golden  goblets,  says— 
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'  haia-Tv}  fLvdv*^ — **  ench  one  woii]jhin^  a  mina/*  Aod  lie 
says  of  tlw  iword  of  Mardoniiis^  -*'os  r/yc  rpiaKoaiov^  Bap€tKom'' 
— **wliich  weighed  three  hundreJ  Darics/'  Hence  aita  always 
meant  equality,  Weujkt  for  WtHtjht :  as  when  two  Quantities  are 
put  inti>  a  balance  and  arc  of  equul  wei|[*lit 

So  Morocco  says,  in  the  Merchani  of  Venice — 
*'  Pause,  Morofloo, 

And  Weigh,  tiij  Value  with  an  even  lumd  ** 

So  Le  Trosne  says,  that  Value  is  a  new  Quality  which  products 
acqnire  when  men  live  in  society 

**  Products  acqnire,  then,  in  the  social  state  which  arises  from 
the  c^mmnnity  of  men  amon^  each  other,  a  new  Quality.  This 
Quality  is  Value,  which  makes  products  hcfonie  Wealth 

**  Value  consists  in  the  Belation  of  Exchange  which 
takes  place  between  such  and  such  a  product :  between  such  a 
Quantity  of  one  product  and  such  a  Quantity  of  another 

'*  Price  is  the  expression  of  Yahie  :  it  is  not  separate  in  Ex- 
change  :  each  thing  is  reciprocally  the  price  of  the  merchandise  : 

in  a  Sale  the  Price  is  in  ̂ loney '' 
Henoe  it  is  clear  that  Value  is  n  Ratio,  or  an  Equa- 

tion :  like  Distance,  or  an  Equation,  it  necessarily  requires  two 

objects 
The  Value  of  a  thing  is  always  something  External  to 

itself.  It  is  absolutely  impossible  to  predicate  that  any  Quantity 
has  Value,  witliout  at  the  eame  time  implying  that  it  can  be 
exchanged  for  something  else :  and,  of  course,  everything  that 
can  be  exchan«(cd  for  it,  is  its  Value  in  that  commodity.  Hence 
any  Economic  Quantity  has  as  many  Values  as  Quantities  it  can 
be  exchanged  for :  and  if  it  can  be  exchanged  for  notliing  it  has 
no  Value 

Hence  a  single  object  cannot  have  Value.  A  single  object 
cannot  be  Distant :  and  cannot  be  Equal,  If  an  object  la 
iaid  to  be  Distant  or  Equal,  we  must  ask— Distant  from  What  ? 
or — Equal  to  What  ?  So,  if  any  Qimuiity  is  said  to  have  Vulne, 
we  must  ask — Value  in  Wkixl  f  And,  as  it  is  alieurd  to  sjH.^ak  of 
Absolute  or  Intrinsic  Distance ;  or  Absolute  or  Intriusic  Equahty ; 
to  it  is  equally  absurd  to  speak  of  Absolute  or  Intrinsic 
Value 
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3,    But  any  Quantity  may  have  Valne  in  tenuB  of  any  other 
Suppose  that  B,  as  above,  is  10  ̂ neiis  ;  then  A  may  be 

either  of  the  Three  species  of  Economic  Quantities.  It  may 
be  a  Watch,  or  so  much  Corn,  or  Timber,  or  Clothes :  or  it  may 
be  so  mneh  Labour,  InstrnctioD,  or  Amusement :  or  it  may  be  a 
Debt,  or  Right  of  action,  or  the  Funds,  or  a  Copyriglit,  or  any 
other  Incorporeal  Eight.  Each  of  these  species  of  Property  is  of 
the  Value  of  10  guineas  :  and,  therefore,  it  manifestly  follows 
that  each  of  them  is  equal  in  Value  to  the  others  :  becanse  TMngs 
which  are  eqtml  h  the  same  ihinfj  are  equal  to  each  ether 

The  Value  of  the  Money  in  the  pockets  of  the  public  is  the 
various  products  and  services  it  can  command  :  the  Value  of  tlie 
goods  in  the  warehouses  of  the  merchants  and  traders  is  the 
Money  in  the  pockets  of  the  public 

The  Value  of  a  workman*s  Labour  is  the  Wages  he  can  earn : 
tho  Value  of  a  Professor's  Lectures  is  the  Fees  paid  by  his  Stndente. 
The  Value  of  the  Labour  of  the  Advocate,  the  Physician,  or  the 
Engineer,  is  the  Income  he  earns 

The  Value  of  an  Incorporeal  Right  is  the  Thing  Pro- 
mised which  may  bo  demanded 

Tho  Value  of  a  £5  Note  is  five  Sovereigns :  the  Value  of  a 
Postage  Stamp  is  the  Carriage  of  a  Letter ;  the  Value  of  a  Bail- 
way  Ticket  is  the  Journey  :  the  Value  of  the  Promise  or  Pledge 

to  cut  a  man's  hair  is  the  cutting  of  the  hair  :  tlie  Value  of  an 
Order  to  see  tlie  play  is  the  Seeing  of  the  play  :  the  Value  of  an 
Order  for  bread,  milk,  wine,  &c.,  is  tlie  Bread,  the  Milk,  tho 
Wine,  &Q. 

Suppose  that  tho  Price  of  cutting  one's  hair  is  a  shilling ;  what 
differeuce  does  it  make  to  me  whether  I  have  a  shilling  or  a 
Promise  of  a  hairdresser  to  cut  my  hair  ?  la  it  not  clear  that  in 
this  case  the  Shilling  and  the  Promise  are  of  exactly  the  same 
Value  to  me  ? 

If  I  want  a  loaf  of  bread  which  costs  a  Shilling,  what  differ* 
enoe  does  it  make  to  me  whether  I  have  a  Shilling  or  the  Promise 
of  a  baker  to  give  me  the  bread  ?  In  such  a  case  tho  ShiUiug  and 

Hie  l^rtjiuise  are  exactly  of  the  same  Value  to  me 
In  short,  in  the  case  of  every  product  or  service,  the  Money  to 

purchase  it  with,  and  a  Promise  to  render  the  product  or  the 
service,  are  of  exactly  equal  ValoG  in  each  separate  case 



DEFINITION   OF   VALUE 

107 
Each  separate  tradesman,  of  coarse,  only  promises  to  render 

some  particular  product  or  service :  and  as  the  Promise  is  not 
demandable  from  any  one  else,  each  Promise  baa  only  Parti- 

cular Value  :  and  as  that  ix-rson  may  become  bankrapt  or  die, 
the  Promise  has  only  Precarious  Value 

Now,  what  is  Money  by  the  unanimous  consent  of  Economists  ? 
It  18  nothing  but  the  generalised  Sight  or  Title  to  demand 
any  of  these  products  or  services  we  may  require  at  any  particular 

time  :  and  as  there  is  always  some  pci'son  who  is  willing  to  render 
these  products  or  sen'ices  if  another  cannot,  ]Money  has  Qeneral 
and  Permanent  Value  :  while  each  of  these  Promises  has 

only  Particular  and  Precarious  Value 
Each  of  these  separate  Rights,  then,  is  of  exactly  the  same 

Naturs  as  Money  ;  but  is  of  an  inferior  Defjree,  But  they  are 
Economic  Quantities,  or  Wealth,  for  the  very  same  reason  that 
Money  is.  Is  it  not  cle^^r  that,  if  a  man  had  his  pockets  full  of 
Promises  or  Pledges  by  solvent  persons  to  render  him  all  the  pro- 

ducts and  services  ho  mi^jjht  want,  he  would  be  exactly  as  Wealthy 

as  if  he  had  so  much  Money  ?  And  he  can  always  sell  and  ex- 
change any  of  these  orders,  for  orders  for  a  different  thing,  just  as 

he  can  material  chattels.  Hence  we  see  the  perfect  justice  of  the 

doctrine  of  Roman  Law — **  Under  the  term  Wealtll  .  •  .  . 

Bights  arc  included  " 
These  Ri.^ht«  are  the  most  colossal  species  of  Property  in  the 

country  :  and  they  are  the  subject  of  the  most  gigantic  commerce 
of  modern  times,  whose  mechanism  will  be  Mly  exhibited  in  a 
fatura  chapter 

4.  As  Value  is  the  Ratio  in  which  any  two  Economic  Quan- 
tities will  exchange,  it  is  cluar  tlmt  the  Value  of  A  in  terms  of  B 

increases  or  decreases  according  to  the  greater  or  less  Quantity  of 
11  that  A  can  purchase  :  and  the  Value  of  B  in  terms  of  A 
increases  or  decreases  according  to  the  greater  or  less  Quantity  of 
A  that  B  can  purchase.  It  is  also  clear,  that  if  from  any  cause 
whatever,  the  Value,  or  Ratio,  between  these  Quantities  has 
changed,  the  Value  of  both  has  changed.  It  is  manifestly  as 

to  say  that  the  Value  of  one  Quantity  has  remained  the 
hme,  while  that  of  the  other  has  changed,  as  it  would  be  to  say 
tliat  a  Railway  Station  has  remained  at  the  same  distance  from  a 
train^  while  the  train  has  increased  its  distance  from  the  station 

jl^ Miii 
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Moreover,  it  is  as  absurd  to  speak  of  a  Qaantity  changing  its 
own  Value,  or  keeping  its  own  Value  fixed,  without  stating  the 
article  with  respect  to  which  its  Value  has  changed,  or  remained 
fixed,  as  it  would  be  to  say  that  an  object  had  changed  or  preserved 
its  own  Distance,  or  Batio,  without  saying  Distance  from  what, 
or  Ratio  to  what 

Hence  it  is  clear  that  nothing  can  have  Fixed  or  Invariable 
Value  unless  everything  else  is  Fixed  and  Invariable  in  Value  as 
well :  because,  though  a  Quantity  may  retain  its  Value  unchanged 
with  regard  to  a  certain  number  of  things,  yet  if  its  Value  has 
changed  with  respect  to  any  other  things  whatever,  the  Value  of 
that  Quantity  has  changed 

And  as  the  Value  of  anything  is  solely  anything  else  for  which 
it  can  be  exchanged,  it  is  manifest  that,  if  it  can  be  exchanged  for 
nothing,  it  has  no  Value.  No  matter  what  Qualities  it  may  pos- 

sess, if  no  one  else  wants  it,  and  will  not  give  anything  for  it,  it 
has  no  more  Value  for  its  owner  than  if  he  were  in  the  centre  of 

the  Desert  of  Sahara.  Many  persons  have  almost  a  difficulty  in 
believing  that  Money  can  have  no  Value  :  but  Smith  himself  says 
that,  if  a  guinea  could  not  be  exchanged  for  anything,  it  would  be 
of  no  more  Value  than  a  bill  upon  a  bankrupt.  So  Say  says,  that 
things  can  only  be  Valued  by  an  Exchange 

So  a  recent  writer,  describing  the  splendour  of  the  houses  in 

some  of  the  remote  country  districts  of  Spain,  says,  '^  Houses  and 
splendid  furniture  in  such  places  are  nearly  Valueless :  there  is  no 

one  to  hire  the  former,  nor  to  buy  the  latter  " 

There  may  be  a  General  Bise  of  Prices,  but  not  of 
Values 

6.  Having  thus  enforced  the  doctrine  that  the  Value  of  any 
Economic  Quantity  is  any  other  Economic  Quantity  for  which  it 
can  be  exchanged,  there  is  only  one  other  thing  which  need  bo 
noticed  here 

Price  is  the  Value  of  a  Quantity  in  Money  or  Credit  only. 
Now,  if  Money  and  Credit  be  increased  very  greatly  in  Quantity, 
the  Prices  of  all  things  may  rise :  but  they  will  still  preserve  their 
relative  Values  among  themselves.  If  a  loaf  of  bread  and  a  pound 

of  meat  each  cost  a  shilling,  and  if,  in  consequence  of  the  ex« 
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oessiTe  abundance  of  Money  and  Credit,  they  each  rise  to  two 
sbiUinga,  the  pound  of  meat  is  still  of  the  Value  of  the  loaf  of 
fafead^  Hence  there  may  be  a  general  rise,  or  a  general  fall»  of 
Prices 

But  there  can  be  no  such  thing  as  a  general  rise,  or  a  general 
fall,  of  Values*  Everything  can  no  more  rise  or  fall  with  respect 
to  everything  else,  than,  as  Mill  says,  a  dozen  runners  can  each 
oQtmn  all  the  rest,  or  a  hundred  trees  can  all  overtop  one  another. 
To  suppose  that  all  things  could  rise  relatively  to  each  other, 

would  be  to  idealise  Pat's  idea  of  society,  where  every  men  u  as 
good  as  hifi  neighbour}  and  a  great  deal  better  too. 

On  the  Error  of  the  Expresmn  Intrinsic  Value 

6.  We  must  now  say  somethiQg  about  an  expressioo  which 
has  been  the  soui-ce  of  enormous  confusion  in  Economics ;  which 
has  especially  obscured  the  comprehension  of  the  subject  of 

Credit :  and  no  progi-ess  can  be  made  in  the  science  until  it  is 
entirely  exterminated 

All  ancient  writei*a  clearly  understood  that  the  Value  of  a  thing 
is  something  External  to  itself,  and  we  have  not  found  in  them 
any  trace  of  such  confusion  of  ideas  as  Intrinsic  Value 

It  is  not  easy  to  determine  when  the  unfortunate  expression, 
Intrinsic  Value,  came  into  use.  But  it  arose  in  this  way. 

Wlien  jx^ople  thought  about  Value,  they  looked  to  some  Quality 
of  a  thing  as  its  Value.  They  therefore  gradually  began  to  speak 
of  Intrinsic  Value.  So  long  ago  as  169G,  an  able  writer,  Barbon, 
pointed  out  the  confusion  which  had  arisen  from  mistaking  the 
absolute  Qualities  of  an  object  for  the  Quantity  of  things  it  would 

csxchange  for—* 
**  There  is  nothing  wliich  troubles  this  controversy  more  than 

for  want  of  distinguishing  between  Value  and  Virtue 

**  Value  is  (mly  the  Price  of  things  :  aud  that  can  never  be 
certain :  because  it  must  be  there  at  all  times  aud  iu  all  ])1hcc.^ 
of  the  same  Value :  therefore,  nothing  can  have  Intrinsic 
Value 

*'  But  things  have  an  Intrinsic  Value  in  themselves^ 
which  in  all  things  have  the  same  Virtue :  the  loodiitone  to  attract 
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iron ;  and  the  several  Qualities  that  belong  to  herbs  and  drugs 
iome  purgative,  some  ditiretical^  &c.  But  these  things,  though 
thej  may  have  great  Virtue,  may  be  of  small  Value,  or  no 
Price,  according  to  the  place  where  they  are  plenty  or  scarce  ;  aa 
the  red  nettle,  though  it  be  of  excellent  Virtue  to  stop  bleeding, 
yet  here  it  is  a  weed  of  no  Value  from  its  plenty.  And  so  ara 
spices  and  drugs  in  their  own  native  soil  of  no  Value  hot  aa 
common  shrubs  and  weeds^  but  with  us  of  great  Value,  and  yet 
in  both  places  of  the  same  excellent  Intrinsic  Virtue  .    .    . 

*'  For  these  have  no  Value  in  themselves :  it  is  opinion  and 

fashion  brings  them  into  use  and  gives  them  a  Value  " 
Barbon  thus  puts  his  finger  on  the  very  phrase  which  is  the 

curse  and  the  bane  of  Economics  at  the  present  day — the  expres- 
sion, Intrinsic  Value— which  is  confounding  an  IntrinBic 

Quality  with  an  External  Belation 
The  following  passage  from  Senior  shows  how  easily  able  men 

are  betrayed  into  this  error.  He  says,  **  We  have  already  stated 
that  we  use  the  word  Value  in  its  popular  (?)  acceptation,  aa 
signifying  that  Qualiiy  u  anything  which  fiU  it  to  be  given  and 
received  in  excMngB ;  or,  in  other  words,  to  be  lent  or  sold,  hired, 
or  purchased 

**So  defined,  Value  denotes  a  Relation  recip'ocalli/  existing 

letween  two  objects  '* 
Now,  the  equality  of  a  melon  which  fits  it  to  be  sold  is  its 

agreeable  flavour :  its  flavour,  therefore,  according  to  Senior,  is 
its  Valne :  and,  so  defined,  he  says  it  means  that  it  costa  bs. ! 
That  is,  he  defines  the  Quality  of  a  thing  to  be  its  Price ! 

Smith,  however,  is  the  principal  author  of  the  confusion  in 
this  subject  in  modern  times.  As  we  have  pointed  ont  in 
another  work,  he  begins  by  defining  the  Value  of  a  thing  to  be 
the  thing  it  will  exchancre  for  :  he  then  suddenly  changes  his  idea 
of  Value  to  the  Quantity  of  Labour  expended  upon  obtain* 

iug  the  thing  itself*  I'hns,  the  Quantity  of  Labour 
necessary  to  prodnce  it,  came  to  be  considered  as  the  Value  of  a 
thing,  and  then  Value  came  to  be  called  Intrinsic.  This  un- 

happy phrase,  Intrinsic  Value,  meets  us  at  every  turn  in 
Economics ;  and  yet  the  slightest  reflection  will  show  that  to 
define  Value  to  be  something  External  to  a  thing  ;  and  then 

to  be  constantly  speaking  of  Intrinsic  Value,  are  self-conlra- 
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diotory  and  inconsistent  ideas.  And  it  came  to  be  held  that 
Labour  is  necessary  to,  and  is  the  cause  of,  all  Valne 

Thos,  over  and  over  again,  it  is  repeated  io  Kconomical  treatiaea 
that  Money  has  Intrinsic  Value,  but  that  a  Bank  Note  or 
Bill  of  Exchange  is  only  the  RepremitaiivB  of  Valne 

Money,  no  doubt,  ia  the  produce  of  Labour  :  but  Smith  him- 
self says  that  if  Money  would  exchange  for  nothing  it  would  have 

no  Value  :  so  that,  after  all,  he  comes  back  to  Exchangeability  as 
the  real  essence  of  Value.  How,  then,  can  the  Value  of  Money 
be  IntTinaic  ?  How  can  anything  have  Intrinsic  Valne  unless  it 

has  the  things  it  will  exchange  inside  itself  ?  Money  will  ex- 
ehange  for  anything — lands,  corn,  houses,  carriages,  books,  &c, 
and  each  of  these  is  a  Value  of  the  Money:  but  which  of  these  is 
itB  Intrinsic  Value  ? 

Money  remains  exactly  the  same  in  itself  wherever  it  may  be 
placed  :  a  hogshead  fall  of  sovereigns  would  have  iminense  Value 
in  the  middle  of  London  ;  but  if  a  man  had  them  io  the  midst  of 
the  ocean,  or  on  a  desert  island,  where  would  their  Value  be  ? 

All  Economists  admit  that  a  Bank  Note,  payable  on  demand, 
k  of  the  Value  of  Money  :  and  why  ia  it  so  ?  Simply  because  it 
is  exchangeable  for  Money.  Hence  it  is  clear  that  a  Bank  Note 
has  Valne  for  exactly  the  same  reason  that  Money  has,  and  for  no 
other ;  namely,  that  they  are  exchangeable  for  something  else, 

Afl  Daniel  Webster  said  truly,  '*  Credit  is  to  Money  what  3Ioney 
is  to  goods."  Credit  is  the  Right  to  demand  Money,  and  Money 
is  the  Right  to  demand  goods.  When  Money  can  bo  exchanged 
it  has  Value ;  when  it  cannot  be  exchanged  it  has  no  Value  : 
when  a  Bank  Note  can  be  exchanged  it  has  Value ;  when  it  cannot 

be  exchanged  it  has  no  Value 
Hence  it  is  clear  that  the  Value  of  Money  and  Credit  of  all 

kinds  is  essentially  of  the  same  nature ;  though  there  may  bo 
different  degrees  of  it,  A  piece  of  Cmdit,  by  the  unanimons 
doctrine  of  all  Jurists,  Economists,  and  Merchants,  is  an  article  of 
mor^^handii^,  and  an  exchangeable  commodity,  just  like  Money,  or 

any  other  goods. 
The  expression  Intrinsic  Value  is  so  common  that  persons  are 

apt  to  overlook  its  incongmity  of  ideas  ;  it  ia,  however,  a  plain 
contradiction  in  terms ;  and  if  we  use  words  of  similar  im- 

port, wbo6e  meaning  has  not  been  bo  corrupted,  ita  absurdity 
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will  be  apparent  at  once.  Tlius,  whoever  heard  of  Intrinsic 
Bistance  ?  or  of  an  Intrinsic  Ratio  ?  The  absurdity  of 
these  expressions  is  apparent  at  once  ;  but  they  are  in  no  way 
more  absurd  tlum  Intrinsic  Value.  If  we  speak  of  the 
Intrinsic  Value  of  Muiiey,  we  may  just  m  well  speak  of  the 
Intrinsic  Bistance  of  8t.  Panrs ;  or  the  Intrinsic 

Ratio  of  Five.  To  say  that  Money  has  Intrinsic  Value  Ixjcause 
it  is  material,  and  the  produce  of  Labour,  and  that  a  Bank  Note 
or  Bill  of  Exchani^'c  is  onlv  the  Representative  of  Value,  is  just 
as  abfiurd  m  to  say  that  a  wooden  yard  measure  is  IntrloBic  Dis- 
tance,  and  that  the  space  between  two  points  a  yard  apart  is  tha 
Representative  of  Distance 

On  the  Duimciion  between  Biminution  in  Value  and 

Bepreciation 

7,  We  must  now  observe  tlie  difference  between  two  ex- 
pressions which^  thotigh  often  used  indiscriminately,  are  essentially 

distinct ;  namely,  Biminution  in  Value  and  Beprecia- 
tion. An  Alteration  in  Value  of  any  commodity  means 

that  the  Quantity  of  it  which  was  ctmsidered  as  the  equivalent  for 
a  certain  amount  of  another  commodity  has  undergone  a  change* 
If  corn  is  at  one  time  worth  40."?.  a  quarter :  and  at  another  time 
worth  605.  a  quarter:  these  two  Quantities  have  undergone  an 
Alteration  in  Value.  Bepreciation  means  that  it  ia 

not  really  of  the  Quality  it  professes  to  be.  AUm^afion  in  Value 
always  refers  to  some  other  commodity  with  whicJi  it  is  compared : 
Depredaiimi  is  in  reference  to  ihelf.  Hence  Alteration  in  Value 
always  refers  to  External  Quantity:  Depreciation  to  Internal 

Quality — which,  however,  may  affect  its  external  Relations 
If  at  any  time  an  ounce  of  Gold  will  exchange  for  fifteen 

ouncee  of  Silver ;  and  if,  owing  to  a  sadden  increase  in  the  quan- 
tity of  Silver,  an  ounce  of  Gold  becomes  able  to  purchase  twenty 

ounces  of  Silver,  Silver  is  said  to  hiw^  fallen  in  value  with  re^])ect 
to  Gold:  the  quality  of  the  Silver  remaining  exactly  the  same. 
Or  if,  while  the  quantity  of  Silver  remained  the  same,  Gold 
became  extremely  scarce,  so  that  an  ounce  of  Gold  would  similarly 
buy  twenty  ounces  of  Silver,  Gold  would  bo  said  to  have  ri^en  in 
valm  with  respect  to  Silver.    In  either  case  the  result  is  the 
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same:  there  is  an  Alteration  in  Value,  or  a  change  ia 
the  Exchangeable  relation  of  the  two  metals :  while  each  continues 
exactly  of  the  same  Qaality 

Bat  if  a  piece  of  money,  as  a  Sovereign,  which  ought  by  law 
to  contain  a  certain  amount  of  pare  gold,  does  not  contain  the 
amount  it  ought  to,  it  is  Depreciated ;  or  if  a  Bank  Noto 
which  professes  to  be  of  the  Value  of  five  Sovereignfl  will  only 
purchase  four  Sovereigns,  it  is  Depreciated 

These  distinctions  are  uf  great  importance,  though  they  are 
often  overlooked :  and  they  are  especially  necosssary  to  be  observed 
ia  all  discussions  regarding  the  value  of  coins  which  retain  the 
same  name  through  a  long  series  of  ages.  The  pound  of  Money 
in  the  days  of  William  I.  really  meant  a  pound  weight  of  Silver 
Bnllion  :  and  silver  was  the  only  money*  Since  then  silver  has 
greatly  increased  in  quantity,  and  other  things,  such  as  Gold  and 
Credit^  are  used  as  money  as  well :  which  have  greatly  tended  to 
diminish  the  value  of  silver.  It  is  said,  though  of  course  all  such 
statements  are  extremely  difficult  to  verify,  that  silver  has  fallen 
to  the  twelfth  part  of  its  value  in  the^  times.  But  not  only  hajs 
the  value  of  silver  greatly  dimi?mhsdj  but  also  the  coinage 
has  been  greatly  Depreciated*  The  shilling  was  originally 
the  20th  part  of  a  pound  weight  of  Silver  Bullion  :  it  is  now 
reduced  to  the  66th  part.  Hence,  not  only  is  silver  greatly 
diminished  in  vahw^hnt  the  coinage  is  also  ̂ reatlj  depreciated  s 
and  it  is  often  said  that,  in  consequence  of  these  combined  causes, 
the  modern  shilling  is  only  of  the  36th  part  of  the  value  it  was  in 
the  time  of  William  I. 

These  causes  affecting  the  value  of  coins  which  retain  their 
names  through  long  periods,  may  act  in  the  same  or  in  opposite 
tj  ^.    In  the  coinage  of  England,  these  two  causes  acted  in 
t  liirection.    But  they  may  also  act  in  opposite  directions. 
A  c<>inage  may  be  greatly  depreciated,  i.e.,  diminwhed  in  quantity, 
but  from  the  increased  value  of  the  material,  it  may  be  able  to 
purchase  as  much  as  it  did  in  its  original  state*  It  is  sometimes 
alleged  that  this  happened  at  Rome.  The  first  coinage  of  Rome 
was  of  copper,  and  the  metal  was  found  in  great  abundance  for  a 
ooDsiderable  time  after  the  foundation  of  the  city.  The  first 
measure  of  value  was  the  a^,  which  was  a  pound  weight  of  copper. 
The  as  was  subsequently,  about  the  time  of  the  second  Punic 

I 
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war,  reduced  to  the  twelfth  part  of  its  weight :  aisd  some  wrifcen 
allege  that,  in  couBeqneuce  of  the  great  scarcity  of  the  metal,  it 
hod  increased  in  vahie  so  mach  that  the  depreciated  coinage 
would  purchase  as  mnch  as  the  full  pound  of  copper  would  origin- 

ally. This  may  liave  been  so  or  not :  but  it  in  no  way  affects  the 
argument ;  it  might  very  possibly  have  been  so 

The  same  principle  apphea  in  many  other  cases :  in  a  besieged 
town  the  Tilest  garbage  has  sometimes  sold  for  enonnous  sums  : 
and  damaged  corn  in  one  year  may  sell  at  a  higher  price  than  the 
best  corn  in  another  year 

These  considerations  greatly  affect  the  public  in  matters  of 
pnblic  debts.  The  State  agrees  at  a  particular  time  to  pay  a  fixed 
quantity  of  bullion  for  eTcr,  or  for  a  long  period  of  time.  Now, 
even  supposing  that  aU  other  things  remain  the  same,  the  Value 
of  the  money  may  vary  greatly  during  long  periods,  either  from 
the  increased  scarcity  or  the  increased  abundance  of  the  metal : 
and  either  the  State  or  its  Creditors  may  be  grievously  affected  by 
these  changes 

The  Public  Debt  of  England  has  not  been  sufficiently  long  in 
existence  to  be  much  affected  by  this  last  consideration :  but  it 
has  been  very  sensibly  felt  in  perpetual  leases  granted  by  Cor- 

porations several  centuries  ago  to  their  tenants :  in  some  cases 
Rents  were  fixed  in  the  Money  of  the  period,  and  in  consequence 
of  the  great  diminution  in  the  Value  of  Money  since  that  time, 
the  Rents  have  been  little  more  than  nominal  at  the  present  time : 
in  other  cases  the  Rents  were  reserved  payable  in  the  value  of 
certain  quantities  of  corn  ;  and  so  have  preserved  their  due  value 
with  other  commodities 

A  Standard  of  Value  is  TmpasF%ble;  dui  thtrema^  hi  a 
Measure  of  Value 

8*  That  unfortunate  confusion  of  ideas  between  the  Value  of 

a  commodity  being  the  Qaautity  of  another  commodity  it  will 
purchase,  and  the  Quantity  of  Labour  embodied^  as  it  were,  in  the 
commodity  itself,  which  is  chiefly  owing  to  Smith,  and  adopted  by 
Kiciirdo,  has  not  only  led  to  that  mischievous  expression,  In- 

trinsic Value,  the  source  of  endless  confusion  in  EconoraicSi 
but  also  to  the  search  for  something  which  very  slight  retlectioii 
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would  have  shown  to  be  impossible  ;  namely,  an  Invariable 
Standard  of  Value 

It  ifi  as  well  to  explain  what  those  Economists  mean  who  want 
an  larariable  Standard  of  Value 

If  we  had  a  British  yard  and  any  foreign  measures  of  length 
before  ns,  we  could  at  once  perceive  the  difference  between  them : 
and  if  we  were  told  the  measurements  of  any  forei^  buildings, 
however  remote  in  age  or  country,  we  could  by  a  very  simple  cal- 

culation, reduce  them  to  the  standard  of  British  measurement ; 
and  compare  them  with  the  size  of  our  own  buildings 

Those  Econoraiste  who  want  an  Invariable  Standard  of  Value, 
want  to  fix  upon  some  single  commodity  by  which  they  can  compare 
the  Value  of  all  other  things  in  other  countries  and  ages 

But  the  least  reflection  will  show  that  such  a  standard  is  abso- 

lutely impossible  by  the  very  nature  of  things.  Money  is,  indeed, 
termed  the  Measure  of  Value :  and  so  it  is  in  exchanges  which 
are  affected  at  the  same  time  and  place.  If  we  are  told  that  a 
quarter  of  corn  is  worth  60^.,  and  that  a  sheep  is  worth  CO*,  at  a 
oertain  time  and  place,  we  should  say  that  they  are  then  and 

there  equal  in  Value 
But  such  matters  are  not  the  result  of  siniple  perception  by 

the  senses.  If  a  quantity  of  gold  were  placed  beside  a  nimiber  of 
other  things,  no  human  sense  could  discern  what  their  Value 

would  be.  And  the  most  \*iolent  changes  in  their  several  Values 
might  take  place  in  the  market,  without  there  \mng  any  visible 
aigns  of  such  a  thing.  Value  is  a  Mental  affection :  and 
Values  are  not  perceptible  by  ocular  demonstration,  bat  they  must 
be  declared  by  the  communication  of  Minds 

Moreover,  it  is  not  possible  to  ascertain  the  diffei'cnt  Values  of 
lifferent  quantities  of  gold  obtained  in  different  ages  and  conn* 

r tries*  If  a  quantity  of  gold  coins  minted  in  the  time  of  Elizabeth : 
an  equal  quantity  minted  in  China :  and  an  equal  quantity  minted 
in  the  reign  of  Victoria  were  placed  side  by  side,  what  haman 
aense  could  discern  the  difference  in  Value  between  them  ?  And 

yet  that  is  what  those  Economists  require  who  want  au  Invari- 
able Standard  of  Value.  They  want  somethiug  by  which 

they  can  at  once  decide  whether  Gold  is  of  more  Value  in  a.b.  100; 
inA.D,  1400;  in  kj}.  1880:  iu  England,  or  in  China,  without 

peleretjf'c  to  anything  else 
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But  the  only  test  of  Value  is  an  Exchange :  and  unless  wa 
can  effect  an  Exchange,  there  can  be  no  Value.  How  can  we 
exchange  an  ounce  of  gold  in  the  year  180  for  one  in  the  year 

1580,  or  for  one  in  the  year  1880  ?  Bailey  well  says — '*  Value  is 
a  relation  between  contemporary  commodities,  because  such  only 
admit  of  being  exchanged  with  each  other :  and  if  we  compare 
the  Value  of  a  commodity  at  one  time  with  its  Value  at  another,  it 

ia  only  a  comparison  of  the  i-elation  in  which  it  stood  at  these 
different  times  to  some  other  commodity.  It  ia  not  a  comparison 
of  some  intrinsic  independent  Quality  at  one  period^  with  the  same 
Quahty  at  another  period,  but  a  Comparison  of  Ratios,  or 
a  comparison  of  the  relatiye  Quantities  in  which  commodities 
exchanged  for  each  other  at  two  different  epochs.  If  a  commodity 
A,  in  the  year  100  was  worth  2  B,  and  in  1800  was  worth  4  B, 
we  should  say  that  A  had  doubled  its  value  to  B.  But  this, 
which  is  the  only  kind  of  oompariflon  we  could  institute,  would 
not  give  us  any  relation  between  A  in  100  and  A  in  180O  :  it 
would  be  simply  a  comparison  between  A  aud  B  in  each  of 

these  years 

"  It  is  impossible  for  a  direct  Ratio  of  Value  to  exist  between 
A  in  100  and  A  in  1800,  just  as  it  is  impossible  for  the  txikitiou 
of  distance  to  exist  between  the  sun  at  the  former  period  and  Uie 

sun  at  the  latter  period  '* The  fact  is,  that  all  this  search  after  the  impossible  has  arisen 

from  Smith's  unfortunate  idea  that  the  Value  of  a  thing  is  the 
Gtuantity  of  liabour  bestovved  in  obtaining  it,  which,  at 
we  have  seen  in  a  former  chapter,  was  adopted  by  Ricardo,  From 
this  idea  it  followed  that,  if  any  Commodity  could  always  be  ob- 

tained with  an  invariable  quantity  of  Labour,  it  would  be  an 
Invariable  Standard  of  Value :  Ricardo  admitted  that  there  wag 

no  Commodity  which  is  always  obtained  by  an  invariable  quan- 
tity of  Laiiour ;  and,  therefore,  for  tliat  reason  alone,  he  admitted 

that  an  Invariable  Standard  of  Viihie  was  utmttainable 

An  Invariable  Standard  of  Value,  however,  is  not  only  unat- 
tainable for  tho  reason  given  by  Ricardo,  but  it  is  in  itself 

ahsohitcly  impossible  by  tln.^  very  nature  of  things  :  because  Value 
ill  a  Ratio :  and  a  single  QtiattUlij  cannot  h  the  jfcfisurt  of  a 

Ral'tc,  A  measure  of  length  or  capacity  is  an  absolute  single 
Quantity :  but  Value  is  a  Ratio.    We  may  measure  a  tree  with  a 
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yard ;  or  a  hogshead  with  a  gallon  measure  ;  because  they  are 
each  of  them  simjh  Quantities  :  but  Value  is  a  Ratio  :  and  it  is 
impossible  to  say  that 

a  \  h  1 1  X 

It  is  manifestly  absurd  to  say  that  4  is  to  5  as  8,  without 
saying  8  is  to  what :  just  as  it  is  absurd  to  say  that  a  horse 
gallops  at  the  rate  of  20  miles,  without  saying  in  what  time 

Besides,  as  we  have  shown  before  that  there  can  be  no  such 
thing  as  an  Invariable  Standard  of  Value  by  which  to  measure  the 
variations  in  Value  of  other  things,  because  by  the  very  nature  of 
things,  the  very  condition  of  anything  being  invariable  in  Value 
is  that  nothing  else  shall  vary  in  Value  :  and,  consequently,  the 
very  condition  of  there  being  an  Invariable  Standard  of  Value  is 
that  there  shall  be  no  variations  to  measure 

But  when  we  consider  that  Value  is  originally  a  Desire  of 
the  Mind,  there  may  be  a  Measure  of  Value :  because  any 
commodity  may  be  fixed  upon  to  measure  the  intensity  of  the 
Desire  of  persons  to  obtain  something  else :  but  even  this  is 
only  a  measure  for  contemporary  transactions :  it  cannot  be  a 
permanent  measure  extending  through  all  ages  and  countries 
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Section  II 

On  (he  Origin,  Source,  or  Cause  of  Value 

9.  We  now  come  to  the  second  branch  of  our  inquirv— 
What  is  the  Origin,  Source,  or  Cause,  or,  in  the  language 
of  Bacon,  the  Form  of  Yalne,  and  whence  does  it  originate  ? 

Now,  when  we  are  to  search  for  the  Cause  or  Source  of  Value, 
it  is  necessary  to  understand  what  we  are  searching  for.  There 
are  three  distinct  orders  of  Quantities,  each  containing  many 
varieties  which  all  have  Value :  we  must,  therefore,  look  mani- 

festly for  some  Single  Cause  which  is  common  to  them  all :  and 
ascertain  what  that  Single  Cause  is  by  genuine  Induction 

Bacon  sajrs — "But  the  Induction  which  is  to  be  available  for 
the  discovery  and  demonstration  of  sciences  and  arts  must  analyse 
nature  by  proper  rejections  and  exclusions,  and  then  after  a  sufficient 
number  of  Negatives,  come  to  a  conclusion  on  the  AfBrma- 
tive  instances." — "Now  what  the  sciences  stand  in  need  of  is  a 
form  of  Induction  which  shall  analyse  experience,  and  take  it  to 
pieces,  and  by  a  due  process  of  exclusion  and  rejection,  lead  to  an 

inevitable  conclusion" 
The  first  step  in  this  process  of  Induction  is  to  make  a  com- 

plete collection  of  all  the  different  kinds  of  Quantities,  of  whatever 

nature  they  may  be,  which  have  Value.  **For  whoever  is 
acquainted  with  Forms  [»>.,  Causes]  embraces  the  unity  of  nature 
in  substances  the  most  unlike.  From  the  discovery  of  Forms 

[Causes]  results  Truth  in  Theory  and  Freedom  in  Practice  " 
Bacon  earnestly  inculcates  as  the  foundation  of  all  true 

science  a  careful  collection  of  all  kinds  of  instances  in  which  the 

given  Nature  is  found — "The  investigation  of  Forms  proceeds 
thus  :  a  Nature  being  given,  we  must  first  of  all  have  a  muster  or 
presentation  before  the  understanding  of  all  known  instances 
which  agree  in  the  same  Nature,  though  in  substances  the  most 
miUkv.  And  such  collection  must  be  made  in  the  manner  of 

history,  without  premature  speculation  " 
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B»ioon  then  exemplifies  his  method  by  an  inveati^tioa  into 
the  Form  of  Heat :  and  he  gives  tiibles  of  the  divers  instances 
egreeing  in  the  Natnre  of  Heat :  also  where  it  appears  in  diETerent 

degrees — ^"The  work  and  office  of  these  tables  I  call  the  Presenta- 
tion of  Instances  to  the  understanding,  which  presentation  having 

been  made,  Indaction  itself  must  be  set  to  work ;  for  the  problem 
is  upon  a  renew  of  the  instances,  all  and  each,  to  find  such  a 
Nature  as  is  always  present  or  absent  with  the  given  Natnre  :  and 
always  increases  or  decreases  with  it :  and  which  is,  as  I  have  said, 

a  particular  case  of  a  more  general  Nature  " 
"  We  must  thei*ef ore  make  a  complete  solution  and  separation 

of  Nature,  not  indeed  by  fire,  but  by  the  Mind,  which  is  a  kind 
of  divine  fire.  The  first  work,  therefore,  of  true  Induction  (as  far 
as  regards  the  discovery  of  causes)  is  the  rejection  or  exclusion  of 
the  several  Natures  which  ai'e  not  found  in  some  instances  when 
the  given  Nature  is  present?  and  are  found  in  some  instances 
where  the  given  Nature  is  absent:  or  are  found  to  increase  in  some 
instances  where  the  given  Nature  decreases  :  or  to  decrease  when 
the  given  Nature  increases.  Then  indeed,  afler  the  rejection  and 
exclusion  has  been  duly  made,  there  will  remain  at  the  bottom,  all 
light  opinions  vanishing  in  smoke,  a  Cause  affirmative,  solid,  and 

inie,  and  well  defined  " 
An  indispensable  part  of  Induction  is  the  rejection  of  erro- 

neous causes — **I  must  now  give  an  example  of  the  Exclusion 
and  Rejection  of  Natures  which  by  the  table  of  presentations  are 
found  not  to  belong  to  the  Form  (of  Heat),  observing  in  the 
meantime  not  only  each  table  stifficea  for  the  rejection  of  any 
Natnre  :  but  even  any  one  of  the  particular  instances  coutained 
in  any  of  the  tables.  For  it  is  manifest  from  what  has  been  said 
that  ani/  One  contradictory  tmtancc  overtlirows  a  conjecture  as 

to  the  Cause  " 

10.  Bacon  has  exemplified  his  prooess  of  Induction  by 

investigating  the  Cause  ul'  Lieut :  our  present  task  is  to  investigate the  Cause  of  Value 

Following  the  exanjple  of  the  mighty  Master,  we  must  begin 
by  making  a  complete  collection  of  Instances  of  Value: 
and  we  must  now  enumerate  alt  the  dUIerent  kinds  of  QuantttioJ% 

nhiuh  have  Value.    These  are^ 



120 THEOKY  AXD  PRACTICE  OF  BANKING 

X.  Corporeal  or  Material  Property-  Under  thia 
species  are  comprised  the  following  diflfereut  varieties — 

Lands :  Trees :  Cattle :  Flocks  and  herds  of  all  sorts ;  Corn 
and  other  frnits  of  the  earth :  Houses :  FnrnUure :  Clothes  : 

Money:  Fish:  Minemls  of  all  sorts:  Precious  Stones  of  all 
sorts  :  Pearls  :  Manufacturod  Articles  of  all  sorts 

2,  Immaterial  Property.  Under  this  species  is  com- 
prised Labour  of  nil  sorts  :  Agricultural :  Artisan :  professional : 

Scientific :  Literary 
3.  Incorporeal  Property.  Under  this  species  are 

comprised  the  following  Tarieties  :  llights  of  action*  or  Credits  or 
Debts  of  all  sorts:  the  Funds:  Copyrights:  Shares  in  companies: 
the  Goodwill  of  a  business :  the  Practice  of  a  profession  :  Tolls : 
Ferries  :  Amiuities  of  all  sorts  :  Advowsons  :  Ground  Kents : 

Shootings :  Fishings,  &c. 
We  must  BOW  investigate  the  Cause  of  Value  in  all  these 

different  Quantities  :  we  must  first  of  all,  by  a  due  and  systematic 

coni*se  of  Kejoctions  and  Excltisions,  eliminate  all  intrusive  and 
accidental  Ideas  which  may  Bomctiraes  accompany  Value,  And 
after  completing  this  process  of  exclusion,  we  must  end  by  an 
affirmative,  and  discover  that  Single  General  Cause  which 
is  common  to  All  these  difiTerent  Quantities :  which  being  present 
Value  is  present :  which,  when  it  increases^  Value  increases :  wlriich, 
when  it  decreases.  Value  decreaaea:  and  which,  being  absent, 
Value  is  absent 

Bemand  is  iU  Sole  Cause  ̂ /*  Value 

11,  Aristotle,  and  all  ancient  writers,  unaniinotisly  show 
that  Demand  is  the  Origin  or  Cause  of  Value :  and, 
considering  that  they  held  ExcliangeabiUty  to  lie  the  sole 
eseenoe  and  principle  of  Wealth,  it  could  not  be  otherwise.  Be- 
cause,  if  a  thing  is  to  be  Exchangeable,  thtix^  must  be  a  Demand 
for  it.  If  I  offer  something  for  sale,  what  is  necessary  that  it 
should  be  sold  ?  Simply  that  some  one  else  should  Desire  and 

Demand  it 
The  author  of  the  ErjTtias  over  and  over  again  points  out  that 

Demand  is  the  sole  cause  which  constitutes  anything  Wcaltli  : 

that  anythingi  whatever  its  uatui*e  may  be»  is  Wealth  so  long  m 
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it  is  Demanded  and  paid  for :  and  that  a  thing  ceases  to  be 
Wealth  when  it  ceases  to  be  Demanded.  He  pointed  out  that 
the  local  money  of  different  places  is  only  Wealth  when  and 
where  it  has  the  Power  of  Purchasing  :  and  is  not  Wealth  when 
and  where  it  has  no  Power  of  Purchasing 

It  has  been  already  shewTi  that  the  true  meaning  of  the  word 
XP^^ta,  which  is  one  of  the  must  usual  wonh  in  Greek  for 

Wealthy  is  simjily  "  Anything  that  is  Wanted  cmd  De- 
manded :  *'  and  tlmt  things  arc  only  xpyfiara,  where  they 

are  xp^J^'M^?  or  Demanded:  and  that  when  tliey  are  not 
Xf>iJ<ri/ia»  Demanded,  they  are  not  xp>/V«^<*'  Wealth 

The  very  same  doctrine  is  laid  down  in  Roman  Law.  It  is 
said  there  that  anything  is  Wealth  which  can  be  bovfjhi  and  sold: 
or  which  is  Exchangeable :  and  for  that  reason  they  class  mere 
Abstract  Rijj:lit8,  not  associated  with  any  material  substance, 
under  the  terms  Petunia,  Ilm^  Bona^  MerXy  because  they  can  be 
bought  and  sold.  And  it  is  the  same  in  every  system  of  Juns- 

pmdenee Here  it  is  qnite  ci-ar  that  we  hare  got  the  true  Origin, 
Source,  Cause,  or,  in  the  language  of  Bacon,  the  Form  of 
Value  :  it  is  Demand.  Yaluc  is  not  a  Quality  of  an  object, 
but  it  ia  an  Affection  of  the  Mind.  Value,  in  Latin,  is 
SBBtlmatio.  The  sole  Origin,  Source,  and  Cause  of  Value  in 
Human  Desire:  when  there  is  a  Demand  for  things  they 
hare  Value  :  when  the  Demand  increases  (the  Supply  beiug  siip- 
poBod  the  same)  the  Value  increases  :  when  the  Demand  decroasea 
the  Value  decreases :  and  when  the  Demand  altogether  ceases^  the 
Value  is  altogether  gone 

Boisguillebert,  the  morning  star  of  Economic  Science,  saw 

this  most  clearly.  He  says — '^  Conmmmation  {Consumption  or 

Ihmand)  is  the  principle  of  aU  Wealth."  **  All  the  revenues,  or 
rather,  all  the  riches  in  the  world,  consists  in  Consumption  {Ih* 
mand):  all  the  most  exquisite  fruits  of  the  earth,  and  the  most 
precious  products^  would  be  nothing  but  rubbish  if  they  were  not 

Corucrtimis  {Demanded)'^ 

The  Italian  Economists  are  very  dear  and  consistent  in 
shewing  that  Human  Wants  and  Desires  are  the  Cause  of  aU 
Value.    Genoveei  clearly  points  out  that  the  vfoidB  j^r^so,  pr^k^ 
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strma,  valitkL,  rmimrty  are  vt>rds  of  rebtiaii,  and  not  abfiolnte  :  and 
that  thej  are  not  app&d  co  Incnosie  Qualities.  That  thoagh 
money  is  the  affoieac  or  pir^xmLafe  m^asme,  the  ultimate  measure 
to  whidi  ZKX  oiiif  cbio^  bus  tbeir  pcke  is  referred,  is  man  him- 

self. Nothing  hfl^  Tdiie  where  chi»e  are  no  men :  and  the  very 
things  which  hare  a  \sm  TaJw  wbece  men  are  few«  have  a  yery 
high  Talne  whece  ̂ ce  ac^  mttogrpeopfe :  wiiich  is  the  reason  why 

things  and  serriiu*^  haw  a  ninck  Ugbn*  Talne  in  the  Capital  than 
in  distanc  prolines 

"^  MeQ>  haw9T^v<ii>  nsi^  giTe  Talne  to  things  or  services  unless 
they  want  ibim^  Bsm»  vhut  wants  are  the  first  source  of  the 
Value  ̂   aU  (hJuig^^  aail  Price  is  the  power  to  satisfy  our 

wants.'*  H<»  3)9^  Qistt  n\>diing  has  Talne  except  in  relation  to 
these  Wanes  or  IVittaB^  He  shews  how  Prices  are  always 

detennitti^i  by  Su(>p];y  and  Demand :  and  he  says,  **  Value  is 

the  child  v>f  Dmaand  " 
So  £K\njurb  :$^Y$ — ''''  Value  is  a  substance  which  measures 

ti»  Sstimati^HI  in  which  men  hold  things  *' Terti  sfeK>wis  that  it  is  the  Wants  of  men  which  give  rise  to 
comniciv<e  :  and  aft  iheir  ideas  and  wants  increase,  so  does  com- 

merce iitcteaMw  Xatioas  which  increase  their  wants  increase 

their  {H>wi^r  and  their  happiness.  Desire  or  Demand  incites  man 
to  c\>muh^rc^  CVaumerce  requires  Demand  and  abundance : 
Desire  fvvr  the  nierchandise  sought,  and  abundance  to  give  in 
exvhau^^  tte  it :  titd  as  a  nation  progresses  from  the  few  and 
siui(4e  wattt»  c^  the  savage  state  to  new  wants  and  necessities,  it 
iutt»t  )WOiH»ti\>iial^  increase  its  annual  production,  so  that  it  may 
hav\^  cn\H^  heyGnd  its  annual  Consumption  to  purchase  foreign 

j«vh4»«  They  then  i>^quire  something  to  ascertain  the  equality 
bet^ven  what  they  give  and  what  they  receive.  Value  is  a  word 

which  \)euv4^  tlH>  £stimation  which  men  make  of  a  thing." 
VeiTi  aW  shews  that  all  variations  in  price  proceed  from 

rariatk^v*  iu  i^^pj^y  and  Demand 

'IV  ri^Y^\vrates,  or  the  first  school  of  Economists  in  modern 
tJUh>««  «^»A^  »U  Value  proceeii  from  Demand  :  they  showed  that 

Ihh^  which  remain  without  Demand  (jOomommation)  are  without 

Yal«0 
l\xi\dilUo  is  very  clear  and  explicit  on  this  subject.  He  begins 

Kia  v^aH  l^J  invent  i^atiug  tlie  foundation  of  the  Value  of  things, 
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nnd  shows  that  it  originates  entirely  from  the  Wants  and 
Desires  of  men.  TlioBe  things  which  satisfy  some  want  liave 
atihty,  and  this  Want  or  Estimation  is  called  Value 

As  people  feel  new  wants  they  learn  to  make  use  of  things 
which  they  did  not  before.  They  give,  therefore,  Value  at  one 
time  to  things  to  which,  at  another  tiaie,  they  do  not 

Hence  all  Value  resides  in  the  Mind,  and  he  says — "  This 
Esteem  is  what  is  called  Value/*  And  he  shows  that  all 
variations  in  Value  proceed  from  variations  in  Demand  and 
Supply 

EfT<yr  ofilie  Doctrine  that  Labour  is  the  Cause  of  Value 

IS,  All  this  18  so  obvious  that  it  might  seem  superfluous  to 
dwell  upon  it.  But,  unfortunately,  English  Economics  has  been 
overrun  and  infested  with  another  doctriae,  namely  that  Labour 

»  the  Cause  of  all  Value  :  and  nothing  can  be  done  iti  Eco- 
nomics, and  especially  in  the  Thcor}'  of  Credit  and  Banking,  until 

this  fatal  error  is  entirely  exterminated 
Locke,  as  far  as  we  are  aware,  waa  the  writer  who  originated 

the  notion  that  all  Value  is  fuutided  on  Labour,  As  this 

passage  is  but  very  little  known,  we  must  make  room  for  it, 
though  it  is  rather  long 

After  showing  that  the  foundation  of  the  right  of  appro- 

priating portions  of  the  earth,  and  its  products,  by  pri%^ate  persons 
originated  in  the  Labour  they  bestowed  on  them,  he  says — 

"  Nor  is  it  so  strange  as,  perhaps^  before  consideration  it  might 
appear,  that  the  Property  of  Labour  should  be  able  to  overbalance 
the  community  of  land :  for  it  is  Labour,  indeed,  that  puts  the 
difference  of  Value  upon  everything :  and  let  any  one  consider 
what  the  difference  is  between  an  acre  of  land  planted  with 
tobacco  and  sugar,  sown  with  wheat  or  barley,  and  an  acre  of 
the  same  land  lying  in  common,  without  any  husbandry  upon  it, 
and  he  will  find  that  the  improvement  of  Labour  makes  the 
far  greater  part  of  the  Value.  I  think  it  will  be  but  a  very 
modest  comi*utation  to  say,  that  of  tlic  products  of  the  earth 
useful  to  the  life  of  man,  nitic-tenths  are  the  effects  of  Labonr  : 
nay,  if  we  will  rightly  estimate  things  as  they  come  to  our  use, 
and  cast  up  the  several  expenses  about  them,  what  in  them  ifl 
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purely  owing  to  nature,  and  wlmt  to  Labour,  we  slmll  find  that  in 

most  of  them  niaety-nine  hundredths  are  wliolly  to  be  put  on  the 
account  of  Labour 

**  Thei-e  ciinnot  be  a  clearer  demonstration  of  anything,  than 
several  nations  of  the  Americans  are  aware  of  this,  who  are  rich 
in  land  and  poor  in  all  the  comforts  of  life  :  whom  nature  having 
furnished  as  liberally  as  any  other  people  with  the  materials  of 
plenty,  i,e,,  a  fruitful  soil,  apt  to  produce  in  abundance  what 
might  serve  for  food,  raiment,  and  delight ;  yet,  for  want  of 

improving  it  by  labour,  have  not  one-hundredth  part  of  the  con- 
veniences we  enjoy  :  and  a  king  of  a  large  and  frnitfid  territory 

there,  feeds,  lodges,  and  ia  clad  worse  than  a  day-laboui^er  in 
England 

'*  To  make  this  a  little  clearer,  let  us  but  trace  some  of  the 
ordinary  provisions  of  life  through  their  several  progresses,  before 
they  come  to  our  use,  and  see  how  much  of  their  value  they  receive 
from  human  industry.  Bread,  wine,  and  cloth  are  things  of  daily 
use,  and  great  plenty :  yet,  notwithstanding,  acorns,  wat^r,  and 
leaves,  or  clothing,  or  skins,  must  be  our  bread,  drink,  and 

clothing,  did  not  Labour  fornish  us  with  these  more  useful  com- 
modities: for  whatever  bread  is  more  than  acorns,  wine  than 

water,  and  cloth  or  silk  than  leaves,  skins,  or  mass,  that  is  wholly 
owing  to  Labour  and  Industry  ;  the  one  of  these  being  the  food 
and  raiment  which  unassisted  nature  furnishes  us  with  :  the  other, 
provisions  which  our  induetry  and  pains  prepares  for  us :  which 
how  mnch  thoy  exceed  the  other  in  value,  when  any  one  hath 
computed,  he  will  then  see  how  much  Labour  makes  far  the 
greater  part  of  the  value  of  things  we  enjoy  in  tliis  world :  and 
the  ground  which  produces  the  materials  is  scarce  to  be  reckoned 
on,  aa  any,  or  at  most,  but  a  very  8mall  part  of  it :  so  little,  that 
even  among  ns,  land  that  is  left  wholly  to  nature,  that  hath  no 
improvement  of  pasturage,  tillage,  or  planting,  is  called,  as  indeed 
it  is,  waste  :  and  we  shall  find  the  benefit  of  it  amount  to  little 
more  than  nothing 

**  An  acre  of  land  that  beat's  here  twenty  bushels  of  wheat,  and 
another  in  America  which,  with  the  same  husbandly,  would  do 
the  like,  are  without  doubt  of  the  same  natural  intrinsic  value  : 

but  yet  the  liem.'fit  mankind  receives  from  the  one  in  a  year  is 
wortl4  £5,  ui4d  from  the  other  probably  worth  a  penny^  if  all  the 
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Drofit  an  Indian  recci?ed  from  it  were  to  Ixj  valued  and  sold  her^  : 

at  least  I  may  tmljr  say  not  one-thousandth.  It  is  Labour,  then, 
which  puts  the  greatest  part  of  the  value  on  land,  without  which 
it  would  scarcely  be  worth  anything :  it  is  to  that  we  owe  the 
greatest  part  of  all  its  useful  products :  for  all  that  the  straw, 
bran,  bread  of  that  acre  of  wheat  is  more  worth  than  the  prodnct 
of  as  ̂ ood  land  which  lies  wast«,  is  all  the  effect  of  Labour  ;  for 

it  is  not  barely  the  ploughman's  pains,  the  reapers  and  the 
thresher's  toils,  and  the  baker's  sweat,  is  to  be  counted  in  the 
bread  we  eat :  the  Labour  of  those  who  broke  the  oxen,  who 
digged  and  wrought  the  iron  and  stones,  who  felled  and  framed 
the  timber  employed  about  the  plough,  mill,  oven,  or  any  other 
utensils,  which  are  a  vast  niunber,  requisite  to  this  com^  from  its 
being  seed  to  be  sown  to  its  being  made  bread,  must  all  be  charged 
on  the  account  of  Labour,  and  received  as  an  effeet  of  that : 

nature  and  the  earth  furnished  only  the  almost  worthless  mate- 
rials as  in  themselves.  It  would  be  a  strange  catalogue  of  things 

that  industry  provided  and  made  use  of  about  every  loaf  of  bread 
before  it  cfime  into  our  use,  if  we  could  trace  them  :  iron,  wood, 

leatlier,  bark,  timber,  st<>ne,  brick,  coals,  lime,  cloth,  dyeing,  drugs, 
pitch,  tar,  masts,  ropes,  and  all  the  materials  made  use  of  in  the 
ship  that  brought  any  of  the  coramoditiea  used  by  any  of  the 
workmen  to  any  part  of  the  work:  all  which  it  would  be. 

impossible,  at  least  too  long,  to  reckon  up  '* 
We  have  given  this  extract  at  length  because  it  is  probably 

the  most  elaborate  Economical  analysis  of  Price  of  its  time  :  and* 
as  far  aa  we  are  aware,  was  the  first  assertion  that  Value  is  due  to 
bnmaa  Labour,  The  doctrine  that  all  Wealth  is  the  produce  of 
Land  and  Labour  became  very  common  amoug  the  early  thinkers 
on  Economics.  Smith  constantly  repeats  the  plirase,  though,  as 
we  have  shown  elsewhere,  he  is  quite  contradictory  to  himself 

Ricardo,  perceiving  the  inconsistency  of  Smith's  fundamental 
doctrine  of  Value,  finally  rejected  Exchangeability  as  the  teat  of 

Value,  and  adopted  Labour  aa  the  Cause,  or  Form  of  Value — **  In 
speaking,  however,  of  Labour  ai  being  the  foundation  of  all 

Value/'  He  also  maintains  that  if  commodities  were  always  pro- 
duced by  the  same  Quantity  of  Labour  they  would  always  be  of 

the  same  Value 
McCulloch  also  maintained  that  Labour  is  the  Cause  of  all 
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Talne — ^''Nature  is  not  niggard  nor  parsimonionB.  Her  mdo 
products,  powers,  and  capacities  are  all  oftered  gratuitously  to 
man.  She  neither  demands  nor  receives  an  equivalent  for  her 
favours.  An  object  which  may  be  appropriated^  or  adapted,  to 
our  use  without  any  voluntary  Labour  ou  our  part  may  be  of  the 
highest  utility,  but  as  it  is  the  free  gift  of  nature,  ii  ii  quii4 

impombU  it  can  have  Urn  smalkst  Valm'* 
Also—"  In  its  natural  state  matter  is  very  rarely  possessed  ot 

any  immediate  or  direct  ntility,  and  is  always  d^stituh  of  Vah(&, 
It  is  only  through  the  Labour  expended  on  its  appropriation,  and 
in  fitting  and  preparing  it  for  being  used,  that  matter  acquires 

Exchangeable  Value,  and  becomes  Wealth  *' 
So  Carey,  the  American  Economist,  adopts  to  the  fullest  extent 

the  doctrine  that  Labour  is  the  Cause  of  all  Value 

Now  it  is  impossible  to  stir  a  step  in  this  subject  until  this 
contradiction  is  cleared  up;  and  we  determine  whether  Labour, 
or  Exchangeability,  i.e.,  Demand,  is  the  Cause  of 
Value 

Let  us  take  a  few  examples.  The  Land  upon  which  a  great 
city  is  built  has  enormous  Value.  Land,  in  the  centre  of  London, 
irequeiLtly  sells  at  the  rate  of  £l|OOOvOOO  an  acre.  Where  is  the 
Labour  there  ? 

As  we  recede  from  the  centre  the  Value  of  Land  diminisaca  t 

at  Charing  Cross  it  is  much  less  than  in  the  City  :  and  at  Ken* 
sing  ton  much  less  than  at  Charing  Cross 

Moreover,  Land  in  the  same  locality  has  very  different  Value 
according  to  its  position,  A  frontage  in  a  main  thoroughfare  like 
Regent  Street,  Fleet  Street,  Cheapside,  or  Cornhill,  is  of  far  more 
value  than  an  equal  space  of  ground  in  a  back  street 

How  ai"e  these  differences  of  Value  due  to  differences  of 
Labour,  when,  as  we  have  seen,  there  has  been  no  Labour  at  all 
bestowed  upon  the  Land  ? 

As  the  tide  of  population,  fashion,  and  wealth  flows  towards  a 
locality,  the  ground  in  it  rises  rapidly  in  Vahie  :  when  tlie  tide  of 
population,  fashion,  and  wealth  deserts  a  place,  the  ground  in  it 
falls  rapidly  in  Value.  How  are  these  changes  in  the  Value  of 
Land  due  to  variations  in  Labour  ? 

The  ground  in  the  centre  of  London,  Paris,  Berlin,  Vienna, 
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und  innumerable  other  citiei*  has  enormous  Value.  There  are 

other  places,  now  desolate  and  lonely,  which  were  once  the  sites  of 
great  cities*  When  the  chariots  and  the  horsemen  were  pouring 
forth  in  multitudes  from  the  hundred-gated  Thebes,  the  land  in  it 
had  immense  Value.  So,  with  Memphis,  Nineveli,  Babylon,  and 
numberless  other  places.  Where  is  their  Value  now  ?  Yet  the 

ground  remains  exactly  the  same  qm  ever  it  w^as.  If  Loudon, 
Paris,  Berlin,  and  Vienna  should  ever  come  to  he  as  Babylon  and 
Nineveh  am  to-day,  where  would  the  Value  of  the  Laud  be  ? 
When  the  future  Bekoni  or  Layard  cornea  from  New  Zealand  to 
sketch  the  ruins  of  St,  Paurs  from  a  broken  arch  of  London 

Bridge,  will  the  ground  near  what  was  once  the  Eoyal  Exchange 
sell  for  £70  the  square  foot  ? 

When  a  fair  is  held  in  a  country  town  persons  pay  a  good  sum 
for  leave  to  erect  booths  and  tents  upon  the  common.  At  other 
times  they  would  pay  nothing.  The  Land  has  Value  at  one  time 
and  not  at  another.     How  is  its  Valae  due  to  Labour  ? 

In  the  Midland  counties  of  England  a  fine  oak  tree  will  sell 
for  £60  or  £100  as  it  stands  on  the  ground*  How  is  ite  Value 
due  to  Human  Labour  ? 

It  is  said  that,  in  1810,  an  oak  tree  was  cut  down  at  Gelenas, 
in  Monmouthshire,  whose  bark  sold  for  £240,  and  the  wood  for 
£670.    How  was  its  Value  doe  to  Human  Labour  ? 

Some  time  ago  a  whale  was  stranded  on  the  shore  of  the  Firth 
of  Forth  ;  it  was  sold  as  it  lay  on  the  beach  for  £70.  How  was 
its  Value  due  to  Human  Labour  ? 

Some  short  time  ago  it  was  the  fashion  of  European  ladies  to 
pile  huge  masses  of  hair,  termed  Chignons,  on  their  heads,  in 
imitation  of  their  swarthy  sisters  of  Central  Africa  :  it  was  then 
not  nnusual  for  a  giifs  fine  head  of  hair  to  sell  for  £5,  or  even 
much  higher  sums.  Was  the  Value  of  the  girrs  hair  due  to 
Human  Labour  ? 

Now,  by  the  fundamental  Laws  of  Natural  Philosophy,  if  it 
could  be  shown  that  there  is  a  single  instance  of  Value  not  due 
to  Labour,  that  would  be  sufficient  to  overthrow  the  doctrine  that 
all  Value  is  due  to  Labour :  or  that  Labour  is  necessary  to  Value. 
But,  instead  of  a  single  instance,  there  are  multitudes*  In  fact,  it 
may  be  safely  asserted  that  not  twenty  per  cent,  of  valuable 
things  have  any  Labour  associated  with  them  at  all 
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Even  whir&  Labour  has  been  hestotved  on  aniffhififj  tehtch  has 

Value^  it  U  not  the  Xiabour  whkh  is  ike  Cause  of  iU 

Value;  but  the  Demand /or  it 

13.  It  18  perfectly  easy  to  perceive  the  fallacy  tbat  pervades 
the  eloquent  and  elaborate  analysis  of  Locke,  which  lias  been 
followed  by  bo  many  writers.  It  is  perfectly  true  that  I^abour 
has  been  bestowed  on  the  Land :  and  that  the  Land  has  great 
Vake  :  but  it  is  quite  easy  to  see  that  the  liabour  is  not  Urn 
Cause  of  the  Value  of  the  Land :  for*  suppose  that  the 
people  of  Euf^land  were,  like  the  Phoea^ans  and  Teians  of  old,  to 
emigrate  in  a  body,  where  would  the  Value  of  the  Land  be  ? 

If  there  is  a  countiy  in  the  world  whose  Value  might  be  most 
plausibly  said  to  be  dne  to  Labour,  that  country  is  Hollani 

**  By  nature  a  wide  morass,  in  which  oozy  ilands  and  savage 
forests  were  intarsperaed  among  lagoona  and  shallows:  a  district 

lying  partly  below  the  level  of  the  ocean  at  its  h[«;her  tides,  sub- 
ject to  constant  overflow  from  the  riverSj  and  to  frequent  and 

terrible  inundations  by  the  sea'' — there  are  probably  not  ten  square 
miles  of  its  surface  which  do  not  owe  their  existence*  as  a  habit- 

able abode  for  meui  to  the  incredible  Labour  of  its  hardy  sons. 
And  it  was  one  of  the  richest  spots  on  the  face  of  the  globe. 
Once,  when  it  seemed  that  the  last  liour  of  the  Republic  had 
come,  surrounded  and  overwhelmed  by  the  forces  of  Louis  XIV., 
it  was  seriously  contemplatod  to  emulate  the  example  of  the 
ancient  cities,  and  transport  the  whole  people  to  tlieir  Eastern 
poflseasions.  If  this  despcmte  resolve  had  been  carried  into  effect, 
where  would  the  Value  of  the  Land  have  been  ? 

It  is  quite  evident  that  the  Land  owes  its  Value,  not  to  the 

Labour  bestowed  upon  it,  but  to  the  Demand  for  it*^  pro* 
ducts  :  and  persons  beHow  their  Labour  vjmi  (he  Land  bemuse 
its  Prodncfs  have  Vaiur.  It  is  the  Wants  and  Desires  of  men 

for  the  products  of  the  laud  which  induce  persons  to  bestow  their 
Labour  upon  the  land.  But  if  persons  ceased  to  demand  these 
products^  their  value  would  instantly  die  off 

And  even  the  writers  to  whom  the  doctrine  that  Labour  is  the 
Cause  of  all  Value  and  all  Wealth  is  chiefly  dtie»  liave  contradioteil 
themaelves,    Thuj&  Smithy  who  at  the  beginning  of  his  work  tills 
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the  mindB  of  his  readers  with  the  notion  that  all  Value  is  dae  to 

Labour,  says  that  the  vine  '*  ia  moTC  affected  by  the  difference  of 
Eoila  than  any  other  fruit  tree.  From  some  it  derives  a  flavour 
which  no  culture  or  management  can  equal,  it  is  supposed,  on  any 
other.  This  flavour,  real  or  imaginary,  is  sometimes  peculiar  to 

the  pi-oduce  of  a  few  vineyards :  sometimca  it  extends  through  the 
greater  part  of  a  large  pronnce.  The  whole  qoautity  of  such 
wine  that  is  brought  to  market  falls  short  of  the  effectual  demand, 
or  the  demand  of  thoae  who  would  be  willing  to  pay  the  whole 
rent,  profit,  and  wages  neoeasary  for  preparing  and  bringing  them 
thither,  according  to  the  ordinary  rate  at  which  they  are  paid  on 
common  vineyards.  The  whole  quantity,  therefore,  can  be  dis- 
poBed  of  to  those  who  are  \^illiDg  to  pay  more,  which  necessarily 
laisetB  the  price  above  that  of  common  wine.  The  difference  is 
greater  or  less,  according  to  the  fashionableness  or  scarcity  of  the 
wine  render  the  competition  of  the  buyers  more  or  less  eager. 
Whatever  it  be  the  greater  part  of  it  goes  to  the  rent  of  the  land- 

lord. For  though  such  vineyards  are  m  gmeral  mare  carefuUy 
euUivated  than  most  ot?wrs,  (he  high  price  of  the  wim  se^ms 
to  hi  not  so  much  the  Effect,  as  i/ie  Cause  of  the  careful 

cultivation  " 
Now  this  last  sentence  is  entirely  antagonistic  to  the  part  of 

the  work  in  which  it  occurs.  Here  Smith  sees  and  jicknowledges 
that  it  is  Value  which  is  the  Inducement  to  Labour*  He  ̂ so 

observes  that  if  a  guinea,  which  is  certainly  the  produce  of  Land 
and  Labour,  would  exchange  for  nothing,  it  would  have  no  Value, 
Thus  Smith,  at  last,  comes  to  Exchangeability,  i,/?.,  De- 
mandy  as  the  real  essence  and  principle  of  Value  and  Wealth 

So,  also,  Ricardo,  in  combating  Malthus'  Theory  of  Rent,  says 
— **  It  is  the  rise  in  the  Market  Price  of  Com  which  alone  en- 
oonrages  production :  for  it  may  be  laid  down  as  a  piindple 
uniformly  true  that  the  ouly  great  encouragement  to  the  increased 
production  of  a  commodity  is  iU  Market  Value  exceeding  its 

Natural  or  Necessary  Value  " 

So  McCuUoch  says — '*  Demand  may  therefore  be  considered 
aa  the  ultimata  Source  and  Origin  of  both  Exchange- 

able and  Real  Value:  for  the  Desire  of  individuals  to 

pos^ss  themselves  of  articles,  or  rather  the  Demand  for  them 
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originating  in  that  Desire,  is  tho  mU  Cams  of  tlieir  heing  pradticed 

or  appro^iaied" 
Thus  it  ifl  clearly  seen  that  Smith,  Ricardo,  and  McCuUoch, 

who  are  the  chief  writers  in  this  country  who  have  maintained 
that  Labour  is  the  Cause  of,  and  Necessary  to  all  Yalue  and 
Wealth,  have  most  manifestly  contradicted  themselves ;  and,  in 
the  last  quoted  passage  have  admitted  that  it  is  Value,  or  Demand, 
which  is  the  Inducement  to  Labour 

We  now,  then,  see  that  the  true  doctrine  in  Economics  is  Uiat 
it  is  Value,  or  Demand,  which  is  the  Inducement  to  Labour.  As 

the  tribunes  of  the  Commons  said,  long  ago — 

'*  Eo  impendi  La))orem  ac  periculum  ,  *  .  magna  pnemia 

proponantur" *'  Lahawr  and  danger  mr$  eneauntered  .  ,  .  h&;ame  great 

retmrda  are  offered*' 
So  says  Hume—"  Our  passions  (i*».  Desires  or  Demands)  are 

the  only  causes  of  Labour  '* 
Condilkc  says — **  A  thiug  has  not  Value  because  it  has  oost 

much,  as  people  suppose ;  but  money  is  spent  in  producing  it, 

because  it  has  Value  " 
80  Whately  says — *'  In  this,  as  in  so  many  other  points  in 

Political  Economy,  men  are  prone  to  confound  Cause  and  Effect, 
It  is  not  that  i>eark  fetch  a  high  price  hecanm  men  have  dived 

for  them  r  but,  on  the  contrai-y,  men  dive  for  them  because  the^ 

fetch  a  high  price  " 
Labour  itself  has  no  Value  unless  there  is  a  Demand  for  it : 

and  the  products  of  Lal:>oar  have  no  Value  unless  there  is  a 

Demand  for  them.  The  Value  of  the  Land  arises  solely  fi-om  the 
Demand  of  men  for  its  products.  And  as  this  Demand^  by  tho 
very  physical  constitution  of  men  is  permanent,  the  land  is  a 
Boorce  from  wliich  an  annual  revenue  springs  :  and  the  Value  0! 
an  estate  in  land  is  found  by  finding  the  present  Value  of  aU  its 
annual  products  for  ever 

This  conception  may  be  generalised,  and  we  may  affirm  that 
if  men  require  any  service  continuously,  and  will  puy  to  obtain  it, 
the  source  which  supplies  this  service^  is  a  great  Estate  wliicb 
produces  a  Revenue  similar  to  land 
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Thus  the  Desire,  or  Demand  of  men  for  Law,  Medicine, 
Surgery,  Engineering,  Military  and  NaTal  Services,  and  also  Art 
and  Literature ;  for  professions  and  trades  of  all  sorts,  constitutes 
each  of  them  a  great  Estate,  all  deriving  their  Value  from  one 

great  common  principle — the  Wants  of  mankind,  and  their  wil- 
lingness to  pay  for  their  products.  And  as  it  is  this  Desire,  or 

Demand,  which  calls  them  into  existenoe^  and  confers  Value  on 
them :  so,  a  cessation  of  this  desire,  and  the  cessation  of  the 

willingTiess  to  pay  for  their  products,  would  immediately  annihilate 
their  Value 

14.  Hence  we  see  that  Demand  is  the  sole  Orl^n, 

Source,  or  Cause  of  Value.  It  is  Demand,  or  Con- 
Bumption,  and  not  Labour,  which  ̂ ives  Value  to  a 
Product.  It  is  not  the  Labour  which  gives  Value  to  the  Pro- 

duct :  but  the  Deraaud  for  tlie  Product  which  gives  Value  to  the 
Labour,  Hence  t^  i^  not  Labour  which  is  ths  Cause  of 
Value,  hut  it  i»  Value  which  is  the  Cause  of^  or  Induce- 

ment io  Labour 

All  Production  is  founded  on  Speculation.  Producers  find  out 
or  think  of  what  other  people  want,  and  then  they  produce,  or 
offer  for  sale.  A  man  may  have  things  he  wants  to  sell,  but  if  no 
one  will  buy  them  they  have  no  Value.  He  may  wish  to  possess 
things  offered  for  sale  by  others,  but  if  they  do  not  waut,  and 
will  not  take  in  exchange,  what  he  offers,  no  exchange  can  take 
place.  In  order  to  constitate  an  exchange  two  persons  must  each 
produce  something,  and  each  must  want  what  the  other  produeea* 
And  it  is  the  Reciprocal  Desire  of  each  for  the  product  of 
the  other  that  gives  rise  to  an  exchange.  Hence  the  Oonctur- 
rence  of  two  Minds  is  essential  to  produce  an  exchange,  or 
an  Economic  phenomenon 

A  constant  supply  of  some  things  is  wanted.  Inventors  hope 
that  they  may  excite  or  create  a  desire  :  but  it  is  no  reason  that 
people  will  buy  because  others  produce  :  and  if  none  want,  or  will 
buy,  what  is  produced,  such  an  article  has  no  Value.  AH  pro- 

duction, then,  is  founded  on  speculation,  varying  through  all 
degrees  of  prudence,  certainty,  and  risk.  All  producers  speculate 
that  there  will  not  only  be  persons  who  want  their  products,  but 
will  want  them  to  such  a  degree  of  intensity  as  to  be  willing 
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to  pay  a  snm  Bufficient  to  remunerate  them  for  their  time  and 
L&bour 

Aa  Whatelj  said,  pearlu  do  not  fetch  a  high  price  becatUBe 
persons  dive  for  them  :  but  persons  di?e  for  them  because  othei 
persons  desire  and  demand  them  m  much  that  they  are  willing  tc 

pay  a  high  price  for  them.  Which  entirely  agrees  with  Condillac'a 
observation  that  things  are  not  dear  because  much  cost  of  pro- 

duction has  been  bestowed  upon  them;  but  much  cost  is  bestowed 
upon  producing  them  because  other  people  demand  and  want  them 
80  much  as  to  be  willincr  to  pay  a  high  price  for  them 

Hence  we  have  these  fundamental  fcratlis  that  Speexilation 

IS  the  Mother  of  Production  :  and  also  */  is  not  t/w  La- 
bour of  the  Producer  whkh  constitutes  a  thing  Wealth, 

hut  the  Demand  of  t!is  Consumer  or  Purchaser 

Demand  confers  Value  on  Things  upon  which  no  Labour 
was  ever  bestowed 

16.  And,  as  we  have  seen,  that  however  much  Labour  may 
be  bestowed  on  a  thing,  it  has  no  Value  unless  it  is  Wanted  and 
Demanded  :  so  Demand  confers  Value  on  a  thing,  and  constituteg 
it  Wealth,  although  no  Labour  was  ever  bestowed  upon  it 

Thus  it  is  the  Demand  for  the  ground  upon  which  a  city  ie 
built  that  confers  enormous  Value  on  the  ground,  though  no 
Labour  was  ever  bestowed  upon  it ;  and  it  is  the  greater  Demaud 
which  gives  very  different  Values  t«  spaces  of  ground  in  the  same 
locality 

It  is  Human  Desire  and  Demand  which  alone  constitutes  the 
fruits  of  the  carUi,  as  well  as  cattle,  and  herds,  and  flocks  ;  as 
also  the  various  kinds  of  timber  trees,  oaks,  beedies,  elms,  teak, 
mahogany,  fir  trees,  and  others  ;  Wealth 

It  is  Demand  which  discriminates  between  the  diamond  and 

the  rubbish  it  is  found  in,  and  between  the  pearl  and  its  shell 
So  a  recent  lively  writer,  describing  the  splendour  of  the 

houses  in  some  of  the  reniote  country  districts  of  Spnin,  says — 

"  Houses  and  splendid  furniture  in  such  places  are  ne^irly  Value- 
less^ becauae  there  is  no  one  to  hire  the  former  or  to  buy 

the  latter" Ho,  in  the  extract  we  have  already  given  from  Senior^  8]^^»eakiiig 
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of  Personal  Qualities  as  Wealth,  he  says — •*  They  may  be  rendered 
Valueless  by  any  change  in  the  cust^iu  of  the  couutry  which 
shall  destroy  the  Demand  for  his  services  " 

We  have  now  said  enongh  to  overthrow  the  doctrine  that 
Labour  is  the  Cause  of,  or  even  Necessary  to  Value : 
and  have  shown  that  it  proceeds  entirely  from  Demand  :  or 
that  Exchangeability  is  the  sole  real  and  true  essence  and  principle 
of  Value  and  AVealth ;  in  strict  accordance  with  the  unanimous 
doctrine  of  ancient  writers  and  foreign  Economista 

This  is  all  that  is  necessary  for  the  purposes  of  oar  present 
work.  We  mast  refer  to  what  we  have  said  elsewhere  for  the 
complete  Theory  of  Value 

Credits  or  Debts  have  Value  hemnae  thsi/  mil  be  paid 
vi  Money 

16.  The  necessity  for  and  the  bearing  of  this  investigation 
on  our  present  subject  is  obvious*  For  if  it  be  laid  down  that 
Labour  is  necessary  to  all  Value,  how  could  the  Notes  of  the  Bank 
of  England,  or  of  any  other  Bank,  have  any  Value  ?  How  could 
a  Bill  of  Exchange  on  the  most  solvent  merchant  have  Value  ? 

Now  every  one  knows  that  a  Credit  in  Bank,  or  a  Bank  Note, 

has  Value,  because  the  Bank  will  pay  it  in  gold  :  a  Bill  of  Ex- 
change on  a  solvent  merchant  hiis  Value  because  he  will  pay  it  in 

gold  at  the  proper  time*  And  the  gold  the  banker  or  the  merchant 
pays  his  Notes  or  Bills  with  is  the  Value  of  the  Note  or  Bill 

So  Mill,  who  15  a  devotee  of  Rieardo,  says — "  An  Order  or 
Note  of  hand,  or  Bill  payable  at  sights  for  an  ounce  of  gold,  while 
the  Credit  of  the  giver  is  unimpaired,  is  worth  neither  more  nor 

less  than  the  Gold  itself" 
8o  the  whole  of  the  second  school  of  Economists,  Smith,  Say, 

and  Mill,  class  Bank  Notes,  &c.,  under  the  head  of  Circulating 

Capital 
Smith  himself  acknowledges  that  if  Money  were  not  Exchange- 

able it  would  have  no  Value :  as  the  author  of  the  Eiyxias  showed 
The  fact  is,  that  a  Bunk  Note  and  a  Bill  of  Exchange  have 

Yalne  for  precisely  the  same  i-eason  that  Money  itself  has  Value  ; 
becsnae  they  are  Exchangeable.    Bank  Notes  and  Bills  are  ex- 
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changeable  for  Money,  and  Money  is   exchangeable  for  other 
products  or  services 

Thus  we  see  that  so  long  as  ideas  of  Value  are  mixed  up  with 
and  founded  on  Labour,  the  subject  is  plunged  into  inextricable 
diiSiculties  and  contradictions.  But  as  soon  as  we  clearly  adopt 
Exchangeability  as  the  sole  test  of  Value,  and  the  sole  essence  and 
principle  of  Wealth,  all  difficulties  and  obscurities  are  cleared  up 
and  dispersed  like  a  fog  before  the  morning  sun 
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Section  III 

On  the  General  Law  of  Value  :   or  (he  General 

Equation  of  Economics 

17,  Having  in  the  preceding  R'ction  given  the  Definition  of 
Value :  and  found  that  its  Origin,  Form,  or  Cause,  resides  excln- 
sivelj  in  the  Human  Mind  :  the  last  branch  of  our  inquiry 
is  to  deterraine  the  General  Law  of  Value:  or  the 

General  Equation  of  Economics  :  that  is,  to  discover  a 
Single  General  Law  which  iroverns  the  changes  in  the  Ex- 
changeable  Belations  of  All  Quantities,  whatever  their  natnre 
may  be^  at  all  times  and  in  all  places 

The  acknowledged  principles  of  Inductive  Science  show  that 
there  can  be  but  One  Geneml  Law  of  Value.  We  have  seen 

that  there  are  Three  distinct  species  of  Economic  Quautitiea : 
and  we  have  generalised  all  the  Fundamental  Concepts  of  Eco- 

nomics to  grasp  all  these  Quantities.  These  three  ordere  of 
Quantities  can  be  exchanged  in  Six  different  wayg.  Our  present 
object  is  to  investigate  a  General  Equation  which  shall  be  appli- 

cable to  all  the  Six  species  of  exchanges  indifferently.  The 
Law  which  governs  the  Exchangeable  Eolations  of  Material  Pro» 
docts  must  equally  govern  the  Exchangeable  Belations  of  Debts 

Suppose  we  make  £  the  general  symbol  of  an  Economic 
Quantity,  1.0,,  of  anything  whose  Value  can  be  measured  in  Money 
— and  representing  these  varioos  species  uf  Quantities  nnder  the 
General  Symbol  £,  we  may  say  that  there  are  in  any  country 

Quantities  of  this  sort— 
£540.407,231 
£347,87i),2(>l 
£225,430,221 
4&C.  &c,  &c. 

Now,  we  affirm,  by  virtue  of  the  principle  of  the  Continuity  of 
Scimc^  and  of  the  great  Algebraical  doctrine  of  the  I'trfHanetiu 
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of  Equivfikni  Forms,  that  whatever  can  be  proved  to  be  trro 
Economically  of  any  one  of  thiB  series  of  Qaantitiea  must  be  true 
of  them  alL  No  one  looking  at  the  series  of  Quantities  placed 
above  could  tell  of  what  species  they  were.  Some  may  be  land, 
8ome  coro^  some  miiiemls,  some  ships,  some  money,  some  Credit 
or  Debts,  some  labour,  some  shares,  or  copyrights,  or  patents, 
and  multitndea  of  other  things.  Now  there  can  be  bnt  One 
Cause  of  Value  for  them  all :  and  we  have  shown  that  De- 

mand is  the  Single  General  Cause  of  the  Value  of  all  Economic 
Quantities 

Having,  then,  obtained  these  independent  Economic  Quan- 
tities, the  whole  purpose  aud  object  of  the  Science  is  tc  discover 

the  Single  General  IJaw  which  governs  the  vanations  of 
their  Exclinnt^^eable  Relations.  It  is  clear»  by  the  principle  of  the 
Coniinuity  of  Science^  and  the  analogy  of  all  other  Physical 
Sciences,  that  however  varied  and  complicated  the  diflerent  Phe- 

nomena of  Value  may  be,  there  can.  by  no  possibility,  be  more 

than  One  General  Law  of  Value,  or  a  Single  Ge- 
neral Equation  of  Economics :  whatever  it  may  be 

18.  K'ow,  let  A  and  B  be  any  two  Quantities  whatever, 
snpposed  perfectly  genera! :  it  is  quite  clear  that  their  Exchange- 

able Belations  ai*e  contained  iu  the  following  Limits — 

The  meaning  of  which  is  Biinply  this — Let  the  Exchangeable 
Kektion  between  A  and  B  gradually  and  continuously  change 
from  where  the  greatest  possible  Quantity  of  A  will  exchange  for 
the  least  possible  Quantity  of  B^  to  where  the  least  ]K)68ibte 
Quantity  of  A  will  exchange  for  the  greatest  possible  Quantity 
of  B 

Now  the  Law  of  Cantinuiiy  gays  that  a  Quantity  cann<Jt  pass 
from  one  amount  to  another  by  any  ch^ge  of  conditions^  without 
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passing  throngh  all  inbermediate  degi*ees  of  infinitude  according 
to  the  intermediate  conditiona 

Hence  we  may  ̂ rm,  by  virtue  of  the  Law  of  ConHmiUy — 
1.  That  if  it  can  be  induhiiabbj  proved  tliat  Any  /vir- 

iieuhr  Law  holds  good  at  any  one  point  in  Oie  range  of  Pricsn^ 
that  mme  Law  must  necessarily  hold  good  at  All  points  through- 
out  the  tvhoU  range  of  prices 

2,  That  as  the  Symbols  A  and  B  ars  p^fectly  general^  if 
any  Law  wimtever  can  be  ̂ rroved  to  hold  good  in  the  Variation 
of  the  EMhangiahle  Relation  of  Any  Two  Quant  dies  whatever, 

Oud  Law  must  necessarily  hold  good  in  tft^  E^hangeabU  Bela- 
Kons  of  all  Quantities  wluttever 

Thus,  by  the  Law  of  Continuity,  we  are  enabled  to  affinn 

that— Jf  any  Law  whatever  can  b&  proved  to  be  trtte  at  any  one 

point  in  the  range  of  Prices,  between  any  Two  Qmntitii's  tvhat- 
9Per,  thai  mme  Law  must  be  necessarily  tnte  cU  All  poifUs  in 
the  range  of  Prices,  and  between  All  Qtmniities  whatetfer 

And,  as  a  necessary  coriillary  from  the  preceding,  we  may 
affirm  that — 

If  any  Law  whatmm  can  be  proved  Not  to  be  true  with 
regard  to  ike  Relatum  of  Any  Two  quantities  whatetfer,  that 
Law  cannot  be  a  General  Law  of  Economics 

Partherraore,  as  it  is  a  nniversally  acknowledged  principle  of 
Natural  Philosophy  that  that  Law  only  is  the  true  one  which 

explains  all  the  phenomena,  it  may  be  laid  down  as  an  na- 
questionable  truth  in  Economics  that — 

If  two  or  more  Forms  of  Expression  mil  explain  or  account 
for  any  phenomma  regarding  Price,  or  the  Change  of  Price, 
that  Form  of  Expression  only  is  to  be  adopted  as  the  true  one 
which  explains  all  the  phenomena  in  the  science,  and  not  thai 
individual  case,  or  class  of  cases,  only 

19.  We  now  see  the  meaning  of  saying  that  Economics  is  a 

Physical  Science.  Because  there  being  Three  orders  of  Exchange- 
able Qaantities,  and  therefore  Six  species  of  EiLchanges,  the  object 

of  the  Science  is  to  determine  the  Laws  of  the  Phenomena  of  these 

Exchanges^that  is,  to  determine  the  Laws  which  govern  the 
dutfigea  in  their  numerical  £elations  of  Exchange.    Hence  we 
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have  a  new  order  of  Variable  Quantities :  and  the  Laws  which 

govern  this  new  order  of  Vai'iable  QuantitieB  must  be  in  atrict 
harmony  with  the  Laws  which  govern  the  Relationfl  of  Vamble 
Qnaotities  in  general.  The  same  general  principles  of  reasoning 
which  govern  the  varying  rtiationa  of  the  stare  in  their  coutbcs, 
must  govern  the  varying  relations  of  Economic  Quantities 

The  fact  is,  that  Astronomy  is  the  Physical  Science  which  is 
the  type  of  Economics.  The  fundamental  problem  of  EconomicB 
is  identically  the  same  as  the  fundamental  problem  of  Astronomy* 
The  Astronomer  gees  a  vast  number  of  heavenly  bodies  moving  in 

all  sorts  of  directions— sometimes  advancing,  sometimes  appa- 
rently stationaiy,  sometimes  retrograding — and  his  object  is  to 

discover  a  single  General  Law  which  accounts  for  and  governs  all 
these  varying  relations.  So  the  Economist  sees  a  multitude  of 
Quantities  constantly  changing  their  numerical  relations  to  each 
other,  and  his  object  is  to  discover  a  single  General  Law  which 
governs  all  these  varying  relations.  Economics,  like  Astronomy, 
is  a  pure  Science  of  Eatios 

I#ord  Lauderdale's  Iiaw  of  Value 

20,  The  fnndamcntal  problem  of  Economics,  then,  is  this — 
Let  any  number  of  Economic  Quantities  of  any  form  have  a  given 
Belation  to  each  other  at  any  given  instant — to  discover  the  Law 
by  which  any  change  in  their  Exchangeable  Relations  will  take 

place Lord  Lauderdale  in  a  work  quoted  by  Ricardo,  says  that  of 
two  Quantities  which  may  each  vary,  if  we  suppose  the  variation 
to  take  place  in  one  of  them  first,  the  other  remaining  the  samei 

its  value  would  be  influenced  by  Four  causes — 

It  would  Increase  in  Value— 
1.    From  a  Diminution  in  Quantity 
2*    From  an  Increase  of  Demand 

It  would  Diminish  in  Value— 
1.  From  an  Increase  of  Quantity 
2.  From  a  Diminution  of  Demand 

Now  aa  the  Variatiou  of  the  other  Quantity  will  be  inflaenoed 
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bj  the  Bame  Four  Causes :  it  is  qnite  dear  that  the 
Variation  of  both  Quautities  will  be  iu^ueucetl  by  Eight 
111  dope  nrlont  Causes  :  and  if  these  be  comiectod  in  the  Furm  of  an 
Algebraical  Equation,  that  will  manifestly  lye  the  true  General 

Law  of  Value  i  or  the  true  General  Equation  of  Eco- 
nomics 

This  General  Equation  must  manifestly  csomprehend  the  whole 
Science  of  Pure,  or  Analytical  Economics :  and  as  it  is  in  the 
form  of  a  fraction  containing  no  less  than  Eight  Independent 
Tariables,  it  at  once  shews  the  extremely  complicated  nature  of 
the  science 

All  Economists  admit  that  the  Law  of  Supply  and  Demand,  of 
which  the  above  extract  from  Lord  Lauderdale  is  the  full  expression, 
IB  true  when  the  prices  of  thinj^s  are  very  low ;  they  also  admit 

that  it  is  true  when  the  prices  of  things  arc  very  high  :  it  is  there- 
foi^  admited  to  be  true  at  the  Extremes  of  prices:  and 
therefore  it  is  manifest  by  the  Law  of  Contmuiif/  that  it  must 
also  be  true  at  all  intermediate  points  in  the  range  of  prices  :  that 
is,  it  must  be  universally  true  in  all  cases 

The  General  Equation  of  Economics  is  therefore  a 
Compound  Batio  of  a  very  complicated  nature  :  and  to  apply 
it  in  particular  cases  requires  a  profound  knowledge  of  the 
circumstance  :  but  yet  it  is  demonstrably  trae  :  and  the  whole 
science  must  be  constructed  taking  that  Equation  as  the  basis 

In  obtaining  this  General  Equation,  we  have  followed  the 
method  usual  in  all  Physical  science.  We  have  obtained  the 
Independent  Variables,  and  they  are  connected  by  a  General  Law 
or  Formula.  This  insures  Certainty  to  the  Science  ;  but  it  is  in 

the  laHt  point  that  the  real  difficulty  ai-ises,  namely,  in  giving 
Precision,  or  Numerical  amounts,  to  the  Co-efficients.  It  is  difficult, 
probably  impossible,  to  say  what  numerial  variations  in  Snpply 
and  Demand  produce  definite  vaiiations  in  Value.  This  has  l>een 
atti^mpted  in  some  cases,  as  in  that  of  corn,  but  it  is  manifestly 
impossible  to  obtain  exact  numerical  data  :  and,  in  fact,  though 
the  same  General  Law  is  true,  the  same  absolute  variations  in 
Snpply  and  Demand  of  various  quantities  will  produce  great 
diffei^nces  in  the  variations  of  their  numerical  Valuea 
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It  IB  this  difficulty,  or  rather  entire  impofisibility,  of  giving 
exact  numerical  value  to  the  co-efficients  that  makes  naany  persons 
suppose  that  it  is  impossible  to  make  Economics  an  exact  science. 

It  i%  fiometimes  supposed  that  for  a  science  to  be  an  "exact'*  one, 
it  is  necessary  that  its  laws  should  be  capable  of  exact  Quaniita* 
live  statement.  This,  however,  is  an  error  which  has  been  specially 
noticed  by  Comte,  who  weU  points  out  the  dilference  between 

Cei'tainty  and  Prmmn  in  science.  To  constitute  an  exact  science 
it  is  not  necessary  that  its  laws  csn  be  ascertained  with  numerical 
precision,  but  only  that  the  Reasoniiig  be  exact,  or  certain. 
He  says  that  a  dangerous  prejudice  has  sprung  up  :  that  because 
the  precision  of  diflfereut  sciences  is  very  unequal,  that  their 
certainty  is  so  too.  This  t^nds  to  discourage  the  study  of  the 
most  difficult :  Precision  and  Certainty  are  perfectly  distinct. 
An  absurd  proposition  may  be  very  precise:  as  for  instance  that 
the  angles  of  a  triangle  are  equal  to  three  right  angles.  On  the 
other  hand,  a  certain  proposition  may  not  be  precise,  aa  tliat  a 
man  will  die.  Hence,  although  the  different  sciences  may  Tary  in 
precision^  that  does  not  affect  their  certainty.  This  obfiervatioa 
applies  very  forcibly  to  Economics.  Some  persons  are  apt  to 
despise  it  because  it  does  not  bring  ont  its  results  with  the  same 
numerical  precision  as  those  of  Mathematics.  This,  however,  is  a 
grievous  mistake.  In  Economics  the  Causes  of  phenomena  can  be 
ascertained  with  absolute  certainty  :  and  if  we  want  to  prodnoe 
any  required  effect,  the  method  of  producing  it  can  be  pointed  out 
with  absolute  certainty.  This  is  all  that  is  necessary  to  constitute 
an  ii3!4ict  science :  because  the  method  of  producing  the  result 
being  pointed  out  with  Certainty,  we  have  only  to  put  it  in  force 
until  the  required  result  is  produced 

In  considering  the  General  Equation  of  Economics,  we  see  the 

application  of  Bacon's  aphorifim»  **  that  which  in  Theory  is  the 
Ckuse  in  Practice  is  the  Rule."  No  other  Quantities  but  Demand 
and  Supply  appear  on  the  face  of  the  Equation :  we  therefore 
learn  that  no  other  Causes  influence  Value,  or  changes  of  Value, 
except  Intensity  of  Demand  and  Limitation  of 

Supply.  Wl'  learn  that  neither  Labour  nor  Coat  of  Production 
can  have  any  dkett  influence  on  Value  :  and  that  if  they  do  ao 
indirecthj,  it  can  only  l)c  by  and  through  the  means  of  aifecting 
the  Demand  or  the  Supply :  and  that  no  change  gf  Labuur  or  Coet 
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of  Piodnction  can  have  any  influence  on  Yalne  unless  they 
produce  a  change  in  the  relation  of  Supply  and  Demand 

By  this  means  we  are  enabled  to  create  a  rigorously  exact 
Theory  of  Economics  :  and  by  reverently  following  the  precepts  of 
the  mighty  prophet  of  Inductive  Philosophy,  and  the  examples  of 
the  immortal  creators  of  the  various  Inductive  Sciences,  it  is  seen 
that  Economics  as  a  Moral  Science  is  fitted  to  take  rank  by  the 
Bide  of  Mechanics  and  Optics  as  a  great  Positive  Inductiye 

Physico-Moral  Science 
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CnAPTER    III 

THE    THEORY    OF    THE    COINAGE 

1.  HaTing  in  t!je  preceding  chapters  investigated  the  ftra- 
damental  Concepts  of  the  Science  of  Econoraicg,  which  are 
necessary  to  understand  the  subject  of  Credit  and  Banking : 
and  ascertained  the  General  Law  which  governs  the  varying 
relations  of  Economic  Quantities :  onr  next  step  is  to  investigate 
the  Theory  of  the  Coinage,  Economics  is  the  Theory  of  Value 
in  g(.meral ;  but  universal  castora  has  found  the  convenience  of 
expreaaing  Value  in  one  medium  ;  viz,,  Money,  or  Credit* 
Theae  are  the  sole  Economic  Quantities  witli  which  Banking 
dealfl.  We  shall,  therefore,  in  this  chapter  investigate  the  Theory 
of  the  Coinage  :  and  in  the  following  one  the  Theory  of 
Credit 

2.  We  have  in  tlie  first  chapter  explained  the  circumstaQoeB 
out  of  which  the  necessity  for  Money  arose,  and  shown  that  many 

substium.'S  have  been  used  by  different  nations  for  this  purpose : 
but  that  Metal  has  advantages  superior  to  any  other  snbetance  ; 

and  of  Metals,  Gold,  Silver,  and  Copper  have  been  chiefly  pre- 
ferred. Gold  and  Silver  in  a  perfectly  pure  state,  however,  are 

far  too  soft  to  be  used  for  this  purpose :  and  it  is  necessary  to  mix 
some  other  metal  with  them  to  harden  them,  which  is  called  Alloy. 
By  a  chemical  law,  when  two  metals  are  mixed  together,  the 
miitnre  is  harder  than  either  of  the  met^ils  in  a  pure  state 

Gold  and  Silver  in  the  mass  are  called  Bullion  ;  but  as  the 
laws  of  all  conntries  which  use  Gold  and  Silver  as  Money  define 

the  quantity  of  alloy  which  is  to  be  n*ed  with  the  pare  metal^  we 
shall  hencefortli  use  the  word  Bullion  to  moan  $]>[old  or  siber  in 
the  mass  mixed  with  such  a  proportion  of  alloy  as  is  ordered  Uj 
law,  so  as  to  be  fit  to  be  made  into  Money 
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S,  The  purity  of  Gold  is  measured  by  24th  parts^  termed 
Carats ;  and  ever  since  the  6th  Edward  VL  (1553)  the  BnUion 
iised  for  the  gold  coinage  has  been  22  carats  of  pure  gold  and  2 
carats  of  alloy.  This  is  called  Crown  Oold.  The  standard 
of  Silver  Bullion  was  fixed  by  William  the  Conqueror  at  11  ozs, 
2  dwtSt  fine ;  or  222  dwts.  of  pure  silver,  to  18  dwta.  of  alloy :  and 
except  during  a  short  period  of  confusion,  from  the  34th  Henry 
Vm.  (1543)  to  Elizabeth,  has  never  been  departed  from.  It  is 

called  the  *'  Old  right  standard  of  England,"  or  *'  Sterling  ;  " 
and  as  the  Savereigna  of  England,  though  they  reduced  the  weight 
of  the  Coin,  never,  with  the  slight  exception  just  mentioned, 
tampered  with  the  purity  of  the  metal,  Sterling  came  to  signify 
honest  and  true,  or  to  be  depended  upon 

In  France,  and  those  countries  which  have  adopted  decimal 
coinage,  Bnllion  is  made  of  9  parts  fine  metal  and  1  part  alloy: 
but  it  m  found  in  practice  that  the  English  proportion  gives 
greater  durability  to  the  metal,  and,  therefore,  is  better  for  a 
ooinage 

4«  Some  nations  have  used  simple  BtiUion  as  money:  but  the 
merchants  of  those  nations  were  obliged  to  cariy  about  with  them 
scales  and  weights  to  weigh  out  the  Bullion  on  each  occasion* 
This  was  usual  among  the  Jews.  In  some  coiiuiries  it  was  neoes- 
Bary  both  to  weigh  and  assay  the  Bullion  at  each  operation,  which 
was,  of  coarse,  a  great  impediment  to  commerce.  Other  nations 
adopt  a  more  convenient  practice.  They  cut  the  Bullion  into 
pieces  of  a  certain  definite  weight,  and  affix  a  public  stamp  upon 
it,  to  csertify  to  the  public  that  these  pieces  of  Bullion  are  of  a 
certain  weight  and  fineness.  These  pieces  of  Bullion  with  a  public 
stamp  upon  them,  to  certify  their  weight  and  fineness,  and  called 

by  a  publicly  recognised  namCt  and  intended  to  be  used  in  com- 
merce without  further  examination,  are  called  Coins 

6t  The  inconvenience  of  using  masses  of  Bullion  as  money 
is  80  obvious,  and  the  expedient  of  cutting  it  into  pieces  of  definite 
weight  and  fineness,  seems  so  simple »  that  we  should  naturally 
haTe  expected  that  it  must  have  been  ijuickly  invented  by  those 
nations  who  first  began  to  nse  Gold  and  Silver  Bullion  as  money. 
This,  however,  was  certainly  not  the  case.     Silver  and  Gold  were 
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used  as  money  for  ages  before  coining  wa^  thought  of:  and  there 
is  every  reason  to  believe  that  coming  was  invented  by  a  people 
who,  before  the  invention,  did  not  use  gold  and  silver  as  money ; 
and  coining  was  practised  by  them  for  centuries  before  it  waa 
adopted  by  nations  who  had  used  these  metals  as  money  for  ages 

This  stamp  or  certificate,  of  course,  in  no  way  affects  the  Value 
of  the  metal,  or  the  Qaautity  of  things  it  will  exchange  for.  Its 
only  object  is  to  save  the  trouble  of  weighing  and  assaying  the 
Bullion  in  commercial  transactions.  Nor  can  the  Name  of  the 

Coin  in  any  way  affect  its  Value,  Values,  it  ig  trne,  are  estimated 
in  the  number  of  these  pieces  of  Bullion,  or  Coins  :  but  it  is 
necessarily  implied  in  the  bargain  that  these  Coins  contain  a 
definite  quantity  of  Bullion 

It  is  also  perfectly  evident  that  if  this  process  of  stamping 
Bullion,  and  so  taming  it  into  Coin,  is  done  free  of  all  expense:  at 
the  will  of  any  one  who  chooses  to  present  Ballion  and  demand  to 
have  it  stamped;  and  also  without  any  delay:  the  Value  of  metal 
as  Bullion  must  be  exactly  the  same  as  the  Value  of  the  metal 
as  Coin 

If,  however,  a  charge  is  made  for  the  workmanship ;  or  if  any 
tax  is  levied  on  changing  the  metal  from  one  form  into  the  other ; 
or  if  any  delay  takes  i)lace  in  doing  so,  there  will  lie  a  difference 
between  the  Value  of  the  metal  as  Bullion  and  as  Coin^  equal  to 
the  charge  for  workmanship,  the  tax,  and  the  amount  of  interest 
accruing  daring  the  jx^riod  of  delay 

These,  however,  are  all  fixed  or  constant  quantities,  which  may 
be  ascertained,  and  they  form  the  limits  of  the  variation  of  the 
Value  of  the  metal  in  one  form  from  it^  Value  in  the  other  form 

In  the  following  remarks  we  shall  assume  that  there  is  no 
charge  for  the  workmanship,  no  tax,  and  no  delay  in  doing  it :  no 
obstruction,  in  short,  of  any  form  to  changing  the  mcUU  from  one 
form  to  the  other 

Upon  these  assumptions,  then,  we  have  this  fundamental 

principle  of  the  Coinage — 
An^  quaniity  of  Metal  in  th»  form  of  liuUwn  must  h^  cf 

exactly  Iha  8am€  Value  a$  iAs  sofm  qmntiiy  of  Metal  in  ih$  form 

of  Coin 
In  the  case  of  the  Coinage  of  England,  no  charge  of  any  sort 

is  made  for  ooiniug  Gold  Bullion :  but  as  a  considerable  deli^ 
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may  take  plaoo  before  any  one  who  briugjs  Btillion  to  the  Mint 
can  have  it  coined,  the  7  &  8  Viet,  (184  4),  l\  82,  b,  4,  cmvis  (hut 
evory  person  mny  take  staiulard  BiiUiou  Lo  t!ie  Batik  of  Etiulau^l, 
aad  that  the  B;uik  sliall  h^  obli^'cd  to  s^ivc  Inm  Notes  to  the 
aTnotini  of  £3  lis,  9/i.  fur  every  on ncc  of  audi  Balliom  And  an 

the  holder  of  Notes  may  demand  k'-j^id  coin  for  tliem,  at  the  rate 
of  £S  lis,  lO^cL  per  onneCj  there  is  thus  praetienlly  a  differcuce 

of  l^e^.  per  ounce  betwti:*n  Hold  Bullion  and  Gold  Coin 

6.  In  the  times  of  the  Homeric  poems  there  wais  ccrtfiinly 
DO  money  in  use.  And  the  worik  signtfitMtive  of  wealth  in  Homer 

give  no  prefcrenec  to  ̂ 'old  and  silver  alj<jve  other  things.  On  the 
contrary,  they  arc  comparatively  seldom  mentioned.  The  Homeric 
words  expressive  of  wealth  more  fmqncntly  refer  to  cattle,  or 
horses,  or  agricnlture.     Thus   wc  have  irokvppriy^    ̂ roXvjSavnjf, 

troAt^tinroSi  <j^ikoKT€avo^j  Tokirtrafjmtv,  a</E»t*ctos»  woKvKTrffiuty^  7roXi;A.iyito$, 

In  Iliad  vii.  180,  and  xi.  40,  are  almost  the  only  instana^s  in 
wliieh  gold  is  cfeiK^eially  aUuded  to  as  Wealth,  woXvxp^vwo  Mviajvjfq, 
When  the  Greek  ami  Trojan  leaders  send  spies  to  discover  the 
plans  of  the  enemy,  neither  of  them  promises  money  as  a  reward, 
Nestor,  Iliad  x.  215,  promises  the  successful  spy  a  black  ewe 
with  its  young,  a  matc^hless  gift ;  and  llector^  x.  85,  promises  ou 
his  side  a  chariot  and  a  [>air  of  horses 

Most  authorities  consider  that  t!\e  Homeric  poems  were  written 

about  the  ninth  century  B.a  ;  tliou<<h  many  would  place  their 
origin,  at  leiist,  at  a  much  more  mmote  date.  At  that  period, 

|thercfoi\3,  thiTe  was  no  money  of  any  sort  in  Gi-eece,  nor  were 
[old  and  silver  ever  referred  to  tis  meaanrcs  of  value  ;  when  the 
convenience  of  referring  things  to  a  common  measure  of  value 

was  finit  thought  of,  oxen  were  usc^d  for  that  puqiose,  as  w^e  have 
8*3en  in  the  previous  chapter.  But  some  time  after  the  Homeric 

p<;»ems>  though  we  have  no  means  of  eonjecturin",'  when,  a  money 
of  a  curious  nature  came  into  general  ujse  throughout  Greece. 

Large  iron  or  copper  nails,  called  o^cAio-icoi,  of  such  a  size  that 
fiix  of  them  constituted  a  handful,  were  used  as  money 

In  the  eighth  century  B.C.  Argoa  was  the  most  powerful  State 
in  Gn^^ce,  and  was  the  metrofMjlis  both  of  the  Pclopeimesiau  and 
Asiatic  I>orian8,  At  this  period  Pheidon  of  Argos  was  the  most 

powerful  sovereign  of  Greece,  and  held  the  ilund  of  iEgina  in  his 



1 16  THEORY    AND    rRAnriCE    OV   RANKINO 

dorainioTi.    The  Dorians  carried  on  a  rery  extensive  commerce 
With  the  Pheniciaiia,  und  Pheidon  adopted  a  Bjstem  of  weights  from 
them,  which  warn  atlcrttMrds  ciilled  the  ̂ ,:jjimmn.     At  the  same 
time  he  replae-ed  the  clmnsy  iron  and  copper  uails  in  use  an  monr} 
by  a  silver  coinage.    He  ̂ Lnlck  a  coinage  of  silver  to  represent  tha 
value  of  a  hmidfnl  of  these  clomsy  nails:  hence  it  waa  called 
AfMXfLi^.      Hence  the  standard  unit  of  the  (Jrccian  coinage  was 
always  cidled  a  drachma,  and  the  smaller  coius  were  o^cXot* 
Pheidon  coUecUuI  a  nuraber  of  these  iron  and  copper  naila,  and 
hiid  tliem  up  in  the  Temple  of  Juno,  at  Argos,  as  a  curiosity 

The  Spartans,  probably  out  of  jealousy  of  the  Argivcs,  steadily 
resisted  the  use  of  silver  money,  and  adhered  to  the  use  of  their 
old  iron  nails 

Herodotus  says  that  the  Lydian^  were  the  first  nation  who 
eoioed  money  of  a  mixture  of  gold  and  silver.    This  mixture  wnw 
culled   T/Xe*tTpov,  and   was  composed  of  different  proportions  o( 
f^old  and  silver,  but  usually  three  parts  of  gold  to  one  of  silver. 
The  coins  of  the  western  States  of  Asia  were  of  this  material. 
There  are  several  of  these  electrum  coins  m  the  British  Museum 

On  the  Meaning  of  Uie  Mint  Price  of  Gohl  and  Silmr 

7.  As  the  very  purpose  of  coming  is  to  certify  that  the  piecei 

of  Bullion  are  of  a  certain  definite  weight  and  finenee8»  it  is  ev'i- 
dent  that  a  fixed  quantity  of  Bullion,  such  as  a  pound  weight. 
must  be  divided  into  a  fixed  number  of  coins 

The  Number  of  Coins  (nlo  which  a  givm  qimntihj  of 
BuHion  is  divUed  by  Law,  is  ealkd  tihe  Mint  Price  of  that 
qwtntily  of  BuUmn 

The  Mint  Price  of  Ball  ion  is  thus  simply  the  amount  of  coin 
which  is  equal  to  any  quantity  of  Bullion,  weight  for  weight 

By  the  Law  at  present  in  forc>?  forty  pounds  weight  of  stan- 
dard Gold  Bullion  are  divided  into  1,869  t^oins,  called  Ponudji  or 

Sovereigns  ;  hence  one  pound  weight  of  Gold  Bullion  is  coinetl 
into  £46  14^.  6dL :  or,  as  the  valne  of  Gold  is  estt muted  by  the 
ounce,  one  ounce  of  Gold  Bullion  is  coined  into  £S  17jv.  lO^rf.: 
,nd  this  is  termed  the  Mint  Price  of  Gold 

Tlie  legal  weight  of  the  Pound  or  Sovereign  is  6  dwts.  31])  grn. 
containing  llB^ir  grains  of  pure 

in 
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Mow  5dwts,  2J^ainfl,  and  half  Sovereigna  which  fall  below 
2  ilwts,  13^  grains,  cease  to  be  legal  tender 

In  the  time  of  William  the  Conqueror  the  pound  weight  of 
Silver  Bullion  was  coined  into  240  pence:  hence  the  Mint  Price 
of  Silver  Wiis  £l  per  pound  ;  but  in  the  time  of  Elizabeth  the 
[mund  weiijht  of  Silver  Bullion  was  coined  into  744  pence :  or  the 
ounce  woi;^ht  of  Silver  was  rointd  into  G2  pence  :  hence,  as  240 
ponce  are  still  called  a  Pouud,  the  Mini  Prm  of  Silver  Bullion 
WM  £3  2^.  per  jwund^  or  55.  2/?.  per  ounce 

To  alfer  tfw  Mint  PHc6  of  BttUion  in  mnehj  an  ex^n-enmon 
wlueJi  means  an  Alteration  of  the  Legal  Weight  of  tM 
Cmmtffe 

To  guppnse  that  the  Mint  Price  of  Bullion  could  vary  is  mani» 
festly  as  great  an  error  aa  to  suppose  that  a  hnndredweiglit  of 
sugar  can  be  a  difterent  weight  from  1 12  sepiirate  pounds  weight 
of  sugur  ;  or  that  any  quantily  of  wine  in  a  hojjshead  could  difTrr 
in  qnuntity  from  the  same  quantity  of  wine  in  bottles  ;  or  that  a 
loaf  of  bread  could  alter  its  weight  by  being  cut  up  into  slices 

Itiitmian  Economic  Eiror  to  fix  ths  Mini  Price  of  Bullion 

8.  Wc  must  now  say  a  few  words  with  respect  to  an  error 
which  is  by  no  means  infrequent*  It  is  now  acknowledged  by 
every  one  that  it  is  a  great  Economic  error  to  fix  the  Price  of  any 
nrticlea.  It  used  formerly  to  be  the  custom  to  fis.  wages  and  t!ie 
prices  of  vanons  commotlities  ;  but  such  attempts  have  long  lieen 
alxiudoned  as  futile  and  mischievous.  It  is  sometimea  ooutencied 

that  it  is  an  equal  error  to  fix  the  price  of  Gold.  But  those  who 
affirm  this,  overlixik  a  very  important  consideration*  The  word 

"PnW/*  except  in  the  single  instance  of  ** Mint  Priei^'  always 
clrnot^a  the  quantity  of  an  article  which  is  used  as  a  measure, 
which  is  given  for  another  article  of  a  different  nature.  Thus  we 
Bay  that  the  Price  of  a  bushel  of  com  is  Gs. ;  where  the  Silver, 
the  snlwtance  in  which  prices  are  measured,  is  of  a  different  nature 

from  the  corn.  But  in  the  expression  **  Mint  Price  *'  of  Bullion, 
it  always  moans  the  raluc  of  Bullion  in  coin  of  the  mme  metal 
Thus  the  Mint  Price  of  Gold  Bullion  menus  its  wciglit  in  nold 
coin  I  the  Mint  Price  of  Silver  Bullion  means  its  weight  in  $ilmr 

OOIQ 
L  2 
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Jfence,  by  the  very  definition,  tho  Mint  Vvivc  of  Gold  Bnllioii 
merely  incuus  the  idcntiml  quantity  or  weijrht  of  GolJ  Bullion  in 
luiother  form  :  and  by  the  very  iiiiture  of  things  the  Miut  Vticq 
of  Bulhou  is  a  fixed  qutuitity.  If  the  law  requireg  an  ounce  of 
gold  to  be  cx)ined  into  £S  17.^.  lOi/A,  that  amount  of  coin  muBt 
be  exactly  of  the  same  value  as  an  ounce  of  gold,  no  matter 
whether  gold  Ijecomos  as  plentiful  as  iron  or  m  scarce  as  diamonds; 
for  that  quantity  of  coin  is  always  exactly  equal  to  an  ounce  of 
gold  ;  whatever  be  the  scarcity  or  the  abuudance  of  Bullion.  The 

value  of  gold  may  vary  with  re8[xx;t  to  other  things ;  it  may  pur- 
chase more  or  less  bread,  or  wine,  or  meiit,  at  one  time  than 

another;  but  it  is  absolutely  impossible  that  au  ounce  weit^ht  of 
gold  in  the  form  of  coin  can  differ  in  value  from  an  ounce  wei^^lit 
of  j^old  in  the  f<»nn  of  Bullion.  To  suppoae  that  it  could,  would 
be  as  irrational  as  to  suppose  that  because  bread  became  very 
abuiidani  or  very  scarce,  a  loaf  of  bread  could  <lifter  from  itself  in 
weight  when  cut  up  into  slice.^,  or  that  a  cask  of  wine  could  differ 
from  itself  when  drawn  off  into  bottles 

The  Mint  Price  of  Gold,  therefore,  is  nothing  more  than  a 

public  declaration  of  the  w^eight  of  metal  the  law  requires  to  be 
in  tlie  Coin,  An  altcmtiou  of  the  Miut  Price  of  Bullion  meana 

an  alteration  iu  the  standard  w^eight  of  the  Coin,  and  would  be  the 
same  thing  in  priucipte  as  an  alteration  in  the  standard  yard 
measure*  Those  who  ridicule  the  idea  of  having  the  Mint  Price 
of  Gold  fixed,  should,  to  be  consistent,  ridicult;  the  idea  of  having 
the  standard  yard  measure  fixed 

On  (he  Mmnhig  of  the  Market  Price  of  OoM  ami  Silm 

9.  The  Mint  Price  of  Bullion  is»  as  we  have  seen,  simply  the 
number  of  Coins  into  which  a  certain  quantity  of  Bullion  is 
coined;  c^msequently,  so  long  as  the  coins  continue  of  their  foU 
Icgid  weight,  tliey  are  always  of  tlie  value  of  that  quunttty  of 
Bullion.  But  when  Coins  have  been  some  time  in  circulation  they 
must  iieoessarily  lose  some  of  their  weight  from  the  wear  and  tear 
of  dwily  use,  even  if  they  be  not  subjected  to  any  bail  j>ractices 
such  m  clipping,  which  used  to  be  done  to  a  givat  extent  formerly 
in  this  iuauitry.  But  these  coins  may  circulate  for  a  C4)usidcnd»le 
lime  iu  a  country,  and  lose  a  good  deal  of  their  weight,  without 
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losing  their  vulne.  PeopUi  were  so  afcuwtomcil  to  the  sijijlit  of  a 

|Mirti<.'ular  coin,  that  tiiilcss  they  were  tnoney  deulers,  they  did  not 
stop  to  iiMjtiire  too  eunou^ly  whetlier  it  were  of  the  proper  weight 
or  wot.  In  fact,  wlien  coins  liare  been  suuie  time  in  nm,  few 

lKH)ple  know  what  their  legal  wci*,'ht  is.  Many»  for  instance,  do 
not  associate  the  idea  of  a  pound  with  any  particnlnr  weight  of 

Bollioa  ;  and  thus,  in  exchanj^e  for  products  and  services,  corns 
may  pass  at  their  nominal  value  long  after  they  have  lost  much  of 

their  weight ;  liS  Postliunuis  says,  in  Ct/mbeliM — 

**  Tweeu  man  and  miLU  thej  weigh  Dot  Qvery  stamjy, 

Though  light,  take  piecea  for  the  6giire'a  sako  '* 

Bi»t  when  Coins  are  ;^iven  in  exchange  for  Bullion  tlie  ca^  is 
diRerent.  The  Value  of  Bnlliun  is  measured  weight  for  weight 

with  Coins  ;  consequently,  if  the  Coins  have  lost  their  legal  weight, 
ft  f/realer  number  of  tliein  must  lie  given  to  piirchaae  a  given 
amount  of  Bullion  tlum  if  tliey  were  uf  full  weight.  Thns,  if  the 
Mint  Price  of  Silver  is  Iti,  2d.  per  ounce,  that  quantity  of  Coin 

ought  by  law  to  weigh  an  ounce  ;  then,  if  the  coins  Lave  lost 

their  proiXT  weight,  it  is  efear  that  more  than  5s.  2d,  must  Ik* 
given  to  buy  an  ounce  of  BnOion.  Ii  might,  perhaps,  take  6*.. 
or  even  more,  to  buy  on  ounce  of  Ball  ion 

The  quantity  of  c<jiQ  at  it«  full  legal  weight  which  is  equal  in 
weight  to  a  given  weight  in  Bullion,  is  cialled  \tM  Mint  Price  ; 

but  the  quantity  of  the  rttrrcnt  coin,  which  is  actually  equal  to  it 
in  weight,  is  calle^l  the  Market  Price:  and  as,  if  the  coins 
have  lost  tlieir  legal  weight,  morn  of  them  mnst  be  given  tlmn  if 

thoy  are  of  full  weight,  the  Market  Price  will  appan-iitly  be  higher 

than  the  Mint  i*riw,  and  this  is  called  a  KUe  of  tlw  Market  Price 
above  the  Mini  Pries 

Suppose  that  at  any  time  the  Mint  Price  of  Silver  were  59.  2(i, 

au  ounce ;  and  the  Market  I'ric^  were  6*,;  this  wouH  merely  mean 
that  six  ehilliugs  weighed  no  more  than  bs,  ̂ (L  ought  to  do  \  and 
tbereforc  that  the  current  coinage  is  deficient  of  about  i  of  its 

legid  weight  Thus,  in  reality,  it  is  clear  that  the  rise  of  the 
Market  Price  is  due  to  the  Depreciation  uf  the  Coinage 

Hence  we  obtain  this  fundamental  law  of  the  Coini^^e—  Whm 
fhe  Market  Price  of  I  ht  If  ton  nsrs  ahocf  ihr  31  mi  Price,  the  Eicef^s 

is  the  Proof  atui  t/w  Mmstire  of  the  Depreciation  of  the 
CoitUUJ§ 
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III  fiict,  the  fipparcnt  rise  of  the  Market  Price  of  Bullion  is 
due  to  exactly  the  Hiune  cuusc  as  haa  inade  the  Mint  Price  of 

Silver  apparently  rise  from  £l  in  the  days  of  Wilh'am  the  Con- 
queror to  £3  2s.  in  the  present  day.  It  is  merely  that  the  sanio 

quantity  of  Bullion  is  cut  into  a  greater  number  of  pieces  ;  and, 
conseqtiently,  each  piece  must  be  proportiouahly  diminished  in 
weight,  or  depreciated 

The  Market  Price  of  Bullion  could  never  fall  below  the  Mijit 

Price,  uuleaa  thei^  were  more  Bullion  in  the  coin  than  there  oujjjht 
to  be ;  and  in  such  a  case  the  difference  of  the  Market  Price  beluw 
the  Mint  Price  would  of  conrso  indicate  the  excess  of  the  coin 

above  their  legal  weight 

1/  a  chanffe  l/ikes  plae&  in  the  rehlim  Vatm  of  the  Gold  and 
Silver  Cvins,  to  fklermim  whether  it  is  dtm  to  an  Alteration 
m  the  Value  qf  the  two  Metals^  or  to  a  Depreciation  of  t/is 
CoinagB 

10.  The  considerations  we  have  presented  will  enable  ns  l^ 
Boko  a  question  of  great  prartieal  iraportsince,  Wlicn  both  mctabi 
were  uned  concurrently  aa  Money,  the  value  of  the  silver  coinage 
used  to  change  with  resjKsct  to  the  gold.  Thus  Guineas  were 
originally  coined  to  be  of  the  value  of  20*.  in  silver :  bat,  in  the 
reign  of  William  II L,  guineas  rose  to  28*.  and  30#.:  and  at  the 
same  time  Silver  Bullion  rose  from  5^,  ̂ d,  to  7«.  an  ounce.  One 

party  stontly  contended  tluit  this  was  doe  to  the  scarcity  of  silver* 
Now  this  assertion  was  absurd  on  the  face  of  it ;  because  if  silver 
bad  become  very  scarce  as  compared  to  gold,  it  is  quite  clear  that 
silver  would  have  risen  as  oompared  to  gold,  and  not  falim.  That 
is,  instead  of  guineas  bi?iiig  worth  2Ss.,  they  ought  to  have  been 

worth  lens  than  20s,  From  the  tigna-s  given  above^  this  assertion 
was  aelf-contiiKlictory:  Ijecanse,  as  compiu-ed  with  gold,  silver  had 
^i\mr^ml]y  fdten  in  value :  and,  as  compared  with  silver  money,  it 
iiad  apjiarentiy  risen  in  value 

But  08  the  variation  might  proceed  either  fn^m  a  Dhnvtution 

in  Vatm  Iff  Silver  as  cumpiu'cd  to  Gold :  or  from  n  Dppreckition  of 
the  Silver  Coinage  :  we  ain?  enabled  to  devise  a  test  wliich  will 
euuble  us  to  decide  to  which  of  these  causes  it  was  due 

It  is  quite  clear  that  a  Diminution  in  the  Value  of  Ui»  ooin 
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cannot  produce  any  differonce  between  the  Mint  Price  and  tlio 
Murket  Price  of  Bullion  :  becansp,  by  the  very  meaning  uf  the 

word  Mint  Price,  however  plentiful  or  however  scarce  Silver  may 
be»  an  onnce  of  it  in  coin  must  always  be  exactly  equal  in  weight 
or  valne  to  an  ounce  of  it  in  Bullion 

On  the  other  hand,  a  Deffrentiion  of  the  coinage  must  ine- 
viUbly  produce  a  rise  in  the  Market  Price  of  Bullion  above  the 
Mint  Price  :  because,  however  plentiful  or  8curi7e  Bullion  may  be, 
I  of  an  ounce  of  it  in  coin  can  never  be  equal  in  weight  or  value 
to  an  ounce  of  it  in  Bullion 

The  cag«?  may  be  shortly  stjitcd  thus— Guineas  may  rise  to  2B^. 
in  silver,  either  from  a  Ditninufion  in  (ht*  Value  of  Silver:  or  from 

a  Ikpnciaiion  of  tlie  Silver  Coinan:e.  What  is  the  teat  ?  It  is  to 
be  found  in  the  Market  Price  of  Silver.  If  the  Silver  Coinage  is 

Depreciated,  the  Market  Price  of  Silver  will  rise  above  the  Mint 
Prioe :  if  it  ia  a  mere  Alteration  in  the  Yalue  of  Silver,  it  wilt 
not 

Evidently,  however,  both  eircumstxmws  may  take  place.  There 

may  be  an  Alteration  in  the  Value  of  the  metals  as  well  aa  a 

Depreciation  in  the  SiK'cr  Coinage  at  the  same  time.  And  it  is 
quite  eswy  to  devise  a  test  in  such  a  case ;  because  the  Depreciation 
in  the  Silver  Coinaico  is  mcasuretl  by  the  difference  between  the 
Market  and  the  Mint  Price  of  Silver  :  and  thus  the  Value  of  the 

Coinage  being  rectified,  it  is  quite  easy  to  see  whether  it  has 
changed  in  its  relation  to  Gold 

On  Gresham's  Law  of  fhe  Coinage 

11.  We  hare  dow  to  notice  a  Law  of  fundamental  imfiortanoc 

in  the  Theory  of  the  Coinage 

Aristophanes  first  noticed  the  fact  at  Athens  that  when  a 
deljased  Coinage  was  issued  along  with  a  good  Coinage,  the  good 

Coins  all  disappeared  from  circulation,  and  the  debased  ones  nlouc 
remained 

T\m  fact,  which  has  been  invariably  observed  in  all  countries 

and  agu.*,  was  long  the  puzzle  of  hnancicrs  and  statesmen.  For- 
merly the  Coinage  in  this  country  used  to  suiter  very  much  from 

clippins?  and  other  bad  practices*  Ilepeuted  nttemjvta  to  R*rnedy 
Uic  evil  wei*e  mtule  by  issuing  new  Coin  from  the  Mint  without 
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withdrawing  the  debas4*d  Coin  ;  hub  all  these  efforts  wore  iin- 
avmling  :  the  ̂ ^ood  Vmm  invariably  vanished  fruiu  cmnUation, 
and  the  Iwid  ones  alone  rcmiiined.  Sir  Thonins  Gixishani  lirst 

exiilnined  the  cause  to  Queen  Elizalieth  ;  ivatice  we  have  called  it 

Gresham's  Law*  of  the  Coinage 
This  Law  ia  well  expresfled  in  an  old  pamphlet^  thus — 

"  Wh£n  two  fiorf^  of  Coins  are  current  in  the  snme  vallon^  nf 

It'h  Valns  by  (knoniinaUon,  hut  mi  miriftsicalUj^  tfmt  which  has 
tfie  least  Falm  will  he  curretU,  and  the  other  as  much  as  jm- 

sibk  hoankd,''  or  ex]>ortcd.  Which  may  be  expressed  more 
shortly  thus  :  Bad  money  always  drives  yood  money  oui  from 
circulation 

The  reason  of  this  is  plain.  If  fiill-weiirhted  and  depreciatt^ 
Coine  arc  ahowed  to  circulate  together,  one  of  two  clfecta  iinmt 
necessarily  follow.  Either  those  persons  who  have  commodities 
to  sell  will  make  adifTorcnoe  in  their  nominal  price  according  m 

tljey  are  paid  in  good  or  in  li*,dit  coin  ;  that  it*,  the  light  coin  will 
be  at  a  discount  as  corapaix^d  with  the  good  coin  ;  or  if  there  be  a 
law  to  prevent  this,  and  to  make  both  to  pass  at  the  same  nominal 
value,  every  one  will  endeavour  to  discharge  his  debt  at  the  least 
possible  expense.  He  will  always  try  to  pay  his  debts  in  the  light 
coin.  As  values  nve  always  estimated  by  the  weight  of  the  metal, 
a  law  whic!i  declares  that  light  coin  shall  be  of  the  same  value  as 

heavy  coin,  is  aa  great  an  anomaly  as  a  law  to  declare  that  in 
Arithmetic  three  shall  be  equal  to  four.  But  the  consequence  ia 

plain  :  if  the  Law  of  this  country  declai'es  that  four  ounces  of 
silver  shall  be  of  the  same  value  as  three  ounces,  the  possessors  of 
the  light  coins  always  pay  them  away  in  pivforence  to  the  heavy 
ones,  and  Bnllion  dealers  collect  all  tlie  full- weigh  ted  coins  they 
can,  ami  export  them  to  foreign  countries,  where  the  coin  pa^aeji 
at  it^  full  value.  Thus  the  good  coin  quickly  disappeara  from 
circulation,  and  the  bad  alone  remains 

Moreover,  no  one  will  briug  Bnllion  to  be  converted  into  Coin- 
During  the  degraded  state  of  the  Silver  Coinage  during  the  last 
century,  t!ie  Market  Price  of  Hrlver  alvviiys  exceeded  the  Mint 
Priije.  Bniith  says  that  the  Market  Price  of  8ilvcr  ranged  from 
5«.  4rf.  to  fijr,  8c/.  [K!r  ounce  before  the  recoinage  in  1771 ;  and 

the  second  Ke[>ort  of  the  Lcu'ds*  Committee  of  Seeretjy.  in  171>T, 
says—**  Bat  as  the  Mint  Pric€  of  8ilvc;r  Bullion  htis  bucu,  during 
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the  whole  of  tlie  present,  century,  cunsidiTably  lesa  than  the 

Miiiket  Price  of  this  precious  metal,  M^  Silver  BuUioa  imimt'M 
tmild  not  im  coiweried  into  Coin,  but,  haYiii^  left  a  qanntitj  suffi- 

cient for  the  use  of  our  raanufucturers,  must  !iave  been  again 
exported,  and  did  not  contribute  in  the  smallest  degree  to  augment 

iho  Coin  of  this  kingdom'' 
It  is  from  this  principle  that  a  Paper  Currency  is  invariably 

found  to  expel  a  ik^tullic  Currency  of  the  eame  denoniiuatjou 
from  circnlation.  And  to  show  the  generality  of  the  principle,  it 
was  found  in  Aineric4i  that  when  a  depreciated  Paper  Currency 
had  driven  all  the  Coin  out  of  circulation,  and  a  still  more  depit^- 
ciated  Paper  Currency  was  issued,  the  moxv:  drjjveciated  \m\)^T 
drove  out  the  lesa  depreciated  }>a[)er  from  circulation 

Wtmi  in  a  Pound  ? 

12.  Sir  Robert  Peel  once  lu^ked  the  ̂ piestion,  **  What  is  a 
Pontid  ?''  aud  he  found  many  who  could  gi\e  him  uo  Jinswer. 
We  have  now  to  cxpiaiu  how  a  certain  weight  of  liold  Bnliiou  has 
come  to  be  called  a  Pound 

The  ori^^inal  Meajsoix^  of  Value  in  all  the  countries  of  Western 
Europe,  France,  England,  Scotland,  Italy,  Spain,  w;is  the  Pound 
weight  of  Silver  Bullion.  No  coin  of  this  actual  weight  was  ever 
Btrack  :  but  the  Pound  weight  was  divided  into  240  coins  called 
Pence,  Denarii ;  twelve  of  these  Pence  were  called  a  Hhilling,  or 
tSoUdus;  and,  therefore,  20  Shillings,  or  Solidi,  actually  weighed  a 
Pound  of  Silver  Bullion 

Now  let  U8  denote  the  P(»und  weight  of  metal,  in  the  form  of 

Bullion,  hy  tlie  symbol — lb :  and  the  Pound  weight  of  metal,  in 
itie  fonn  of  Coin,  by  the  symbol— £  ;  then  we  have — 

240  pence  =  20  shillings  ̂ £1  =  1  lb. 

Now,  if  the  Pound  weigl»t  of  metal  were  divided  into  m^ire 
ftan  240  pieces,  it  is  clear  that  the  greater  number  of  pieces 
wonld  still  be  equal  to  the  Pound  in  weight :  and  if  we  denoted 

240  piciKis  b}'  the  symbol— £,  irrespective  of  their  weight,  we 
should  have  the  1  lb  —  £1  -1-  the  number  of  piec4?s  al)ove  240 

Now  this  is  what  has  l>een  done  in  the  CV^iuage  of  all  the 

countries  abore-meutioued*     The  suNcreigus  of   these  various 
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coantries  were  ficequentlj  in  want  of  money  to  parsae  their  various 
extravagsinoes.  As  they  could  nf)t  increase  the  quantity  of  the 
metal,  they  adopted  the  fraudulent  plan  of  surreptitiously  cutting 
the  Pound  weight  of  Bullion  into  a  greater  number  of  pieces. 
Bat  they  still  called  them  by  the  same  name.  By  this  means 
they  gained  an  illusory  augmentation  of  wealth.  As  they  could 
not  increase  the  quantity  of  the  metal,  they,  at  various  periods, 
fahijkd  fks  cerHfieaie^  while  they  still  called  the  Coins  by  the 
same  name.  Thus  the  quantity  of  Bullion  in  each  penny  was 
diminiabed 

The  amseqoeiice  of  this  was  manifest.  As  240  pence  were 
sUll  oalkd  a  Pound  iu  money,  or  £,  whatever  their  weight  was  : 
and  as  ukh^  than  240  {leiice  were  coined  out  of  the  Pound  weight 
of  BuUioa.  or  IK:  the  £,  or  Pound  of  metal  in  Coin,  began  to 
v>MrT  fhwi  the  IK  or  P^nd  of  metal  in  Bullion.  Edward  I. 

Ki^^  lhi»  hftd  pnKtk^  in  1300,  and  coined  243  pence  out  of  the 
IV«ttd  wvi^t  of  meial :  in  1344  Edward  III.  coined  266  pence 
\ml  of  Ihe  IVund  of  metal :  iu  1412  Henry  Y.  coined  the  Pound 

i«ilo  3$0  peiK>e :  and  so  it  gradually  crept  up,  until  Elizabeth,  in 
It^M^  evened  the  Pound  weight  into  744  pence 

Ttiw  we  haw  manifeotly— 

744  i^nw  —  63  shillings  —  £8  2s.  —  1  lb. 

A9  Ih^t^  are  1:^  ouucea  in  one  Pound  weight  of  Bullion,  it  is 

evi^l  UMt  t^Kih  ounce  was  coined  into  62  pence ;  and  as  the 

xaUH"  v^  IteUktt  is  nMtsured  by  the  ounce,  the  Mint  Price  of 

8ihvr  >Ka*  wud  tv>  be  5*.  ««t  the  iHince 

Iu  ̂ x4)a)Hl  Ihb  IVi^reoiatioa  of  the  Coinage  began  about  the 

M\^  l^^'rivH)  a»  iu  Kugland,  but  it  proceeded  to  much  greater 

K'^iyih*^  Itt  1^^  Koberi  Brace  coined  the  Pound  weight  into 

a**  i^euce  5  iu  14*1  James  IL  coined  the  Pound  weight  into 

^5\^  l^^^uVi  v>r  Jt-3  4*. ;  aud  this  Depreciation  was  increased  untfl 

al  M^  itt  IT3**  iKe  l\Hmd  weight  was  coined  into  8,928  pence, 

vvr  A-i^I  ̂ *^5  wi^  ̂ *^**  **^^  P^)und  Scots  became  equal  to  twenty 
ivuvv 

\\\  ̂ ^\IIKV  aiul  Italy  the  Pepreciation  proceeded  twice  as  far 

a«  u\  i^s^Uuvl ;  Ihe  Kteuoh  Livre  and  the  Italian  Lira  became  at 

M  v^^b  ̂ ^^^w^  to  U^*.  TIh*  French  livre,  which  is  now  called  a 

(VmMv\  h«»  beM  adD|i4«U  m  the  basis  of  the  decimal  system  o
f 
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*'o[ririfl:e  ;  and  the  original  solitttu  has  now  dwindled  to  the  san^  or 
hullftctiiiy 

13,  Hciirj  III.  endeavoured  to  introduce  a  Gold  Coinage, 
but  it  failed.  In  1314,  however,  Edward  IIL  rciutroduccd  it, 
find  eineo  then  Gold  haa  been  permanently  cuined  in  England. 

But  the  Gold  wins  were  alwny«  ordered  to  cirL-ulute  at  a  fixed 
ratio  with  resjiect  to  Silver  :  and  m  the  ratio  iixed  by  the  Mint 
seldom  nj^reed  with  the  ratio  of  gold  and  silver  in  the  open  market 
of  the  world*  the  Gold  Coinage  constantly  disapjieared,  in  accord - 

;ince  with  Gresliam's  hitherto  undiscovered  law.  In  the  i-eign  of 
Charlcfl  II.  the  African  Company  brought  home  a  large  quantity 
of  Gold  from  the  Guinea  coast.  He  coined  this  Gold  into  piece* 
which  he  called  Guineas,  which  were  intended  to  be  of  the  value 
of  20s,  in  Silver,  so  as  to  represent  the  Pound.  But  the  Mint 

rating  did  not  correspond  with  the  Maj-ket  Value  of  Gold  and 
Hilver,  and  the  Silver  Coinage  bec4ime  exci'edingly  debased,  so  that 
Guineas  rose  to  28*,  and  30*,,  and  rapidly  diBap[>cared,  This 
Wi*s  to  a  certain  extent  rectified  by  the  great  re<:uiuage  of  the 
Silver  Money  in  1G97 :  but  still  a  coni^iderable  error  prevailed. 
In  1717,  Newt^m,  MastiT  of  the  Mint,  reported  to  Parliament 
that  the  true  Value  of  the  Guinea  wfis  205.  Sd,  in  Silver,  Never- 

theless, Guineas  were  declared  to  be  current  at  21*. ;  and  then,  in 
the  language  of  the  Mint,  Gold  was  fixed  at  £3  17*.  lO^iL  per 
ounce 

Gold  and  Silver  Coin  were  then  declared  to  lie  legal  tender  for 

debt«  to  any  amyiint.  But  as  Gold  was  oven*ated  by  4(L  in  the  £, 
and  Silver  was  underrated  by  the  same  amount,  merehiiuts,  in  the 
course  of  the  last  century,  univerBally  adopted  the  plan  of  paying 
their  debts  in  Gold,  in  preference  to  Silver,  as  being  the  cheaper 

tnodimn.  And,  in  accordance  witii  Greslmm's  Law,  the  Silver 
coins  were  exported,  as  being  below  their  true  value  in  this 
country.  Gold  thus  became  the  recognised  measnre  of  Value  in 
England,  though  the  exchanges  were  reckoned  in  Silver  :  and  for 
exactly  tlie  opposite  reason,  Silver  became  the  recognised  measure 
of  Value  in  France 

At  the  great  recoinage  in  181 C,  this  cnsUim  was  adopted  a.^ 

Law ;  and  Gold  was  declared  to  l>e  the  only  legal  measure  vi' 
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Value  and  legal  tender  to  an  unlimited  amount :  and  the  Sovereign 
was  struck  to  represent  the  value  of  20«.  in  Silver,  or  the  & 

14.  Ever  since  the  time  of  Charles  II.  the  coinage  of  (rold 
has  been  free  to  the  public :  but  by  the  Act  relating  to  the  coinage 
in  1816,  the  coinage  of  Silver  and  Bronze,  is  retained  in  the 
hands  of  the  Government.  In  order  to  obviate  the  effect  of 

Qresham's  Law,  the  value  of  Silver  is  artificially  raised.  Since 
1816  the  Pound  weight  of  Silver  has  been  coined  into  66  shillings; 
but  four  of  these  are  retained  for  the  expenses  of  coinage  :  and 
the  62  lighter  shillings  are  declared  to  be  of  the  same  value  as 
the  previous  heavier  ones.  Thus  20  of  them  are  declared  to  be 
equal  in  value  to  the  Sovereign :  and  thus  their  value  is  artificially 
raised  about  6  per  cent.  But  to  prevent  injustice  being  done, 
they  are  not  legal  tender  for  any  sum  above  40«.:  it  having  been 
intended  to  have  made  the  Double  Sovereign  the  monetary  unit 

The  Bronsse  coins  are  only  worth  about  one-fourth  of  their 
nominal  value  :  pence  and  halfpence  are  only  legal  tender  for  the 
value  of  one  shilling  :  and  farthings  to  the  value  of  sixpence 
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CHAPTER    IV 

THE    THEORY    OF    CREDIT 

Prelimhiary   Remarki 

We  hnve  now  arrived  at  ttie  suhjeet  matter  of  this  Work — 
the  ex[»osition  of  tho  great  Hystcro  of  Credit  ruitl  Banking, 
the  marvel  of  fno<k*ru  CoruTJierft?.  WIrat  the  Stftim  En^^iuo  is  in 
MtH'hanisiii  :  whiit  Ihe  Differential  Calculus  ia  in  Mathematics  ; 
that  is  Credit  in  Commerce 

Daniel  Webster,  the  enjinent  American  Jnrifit  and  Stnfr^sman, 

truly  said — **  Credit  is  the  vital  air  of  modem  commerce.  It 
)mn  dom  mare,  a  Uiou&and  litms,  h  enrich  naflofiSf  ifiWi  all  Oit 
mines  of  all  the  world   Credit  is  to  Money  what 
Money  ia  to  articles  of  Merchandise   It  is  very  tme 
that  Commercial  Credit,  and  the  system  of  Banking,  as  a  part  of 

it,  does  furnish  a  suljstitute  for  Capital  *' 
So,  also,  an  able  French  writer,  M,  Gustave  dn  Puynode, 

BajB — **  However  fruitful  have  been  the  mines  of  Mexico  and 
Pern,  in  which,  for  a  long  time  after  Columbos,  seemed  buried 
the  fortunes  of  the  world,  there  is  yet  a  discovery  more  precious 

for  humanity,  and  which  lius  uh-eady  i)roiUiced  more  Wealth  than 
that  of  America  :  that  is,  the  discx>very  of  Credit  ;  a  world 
altogether  imaginary,  but  vast  as  space ;  as  inexhaugtible  as  the 

reaoaroes  of  the  mind  " 

At  the  present  time  Credit,  in  it^s  vario:is  forms,  is  the  mmt 

gigantic  Bik'ciea  of  rru|ierty  in  this  country  :  inferior  only,  if  it 
be  inferior,  to  the  Land  iu  magnitude  :  and  the  negotiation  of 
Debts  is,  beyond  all  comparison,  the  most  colossal  branch  of 

Commertx\  The  merchants  who  trmle  in  Debts  —  naniely. 
Bankers— are  now  the  Ituler^  and  Regulators  of  Commerce — 
they  almost  control  tlvc  fortunes  of  States 
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As  there  are  shops  for  doaling  in  bread,  in  fnraitnre.  in 
clothes,  in  wine,  and  in  every  other  species  of  Property,  so  then? 
are  shops,  some  of  the  most  pahittnl  strnctures  of  modern  times, 
for  the  express  purpose  of  draliiip^  in  Credits^  or  Debts, 
And  u«  there  are  corn  niurkftH,  and  fisli  nuirkets,  and  jKiultry 
markets,  and  iimny  other  sorts  of  niarketi?,  so  there  is  a  market 

for  buying  an<l  selh'iif^  Foreign  Debts— which  is  the  Boynl 
Kxcbango.  Thus  Banks  are  nothing  but  Debt  Shops,  and 
the  Royal  Exchange  k  tlje  great  Debt  Market  of  Europe 

The  description  of  the  powers  of  Credit  given  by  Webster  and 
du  Pnynode  is  undoubt^cdly  true  :  but,  nn fortunately,  tlierc  is  a 
reverse  to  the  medal  If  Credit,  in  modern  times,  when  rightly 

used  hns  [jrodnced  these  wonderful  eflt'ctt;,  it  has,  when  misused, 
pniduoed  catastrophes  of  corresponding  mat^itnde.  False  The- 

ories of  Credit,  and  the  abuse  of  Credit  have  produced  monetary 
cataclysms  which  have  shaken  nations  to  their  foundations,  and 
whose  direful  effects  have  only  been  equalled  by  those  of  the 
earthquake  and  the  volcano,  lb  is,  therefore,  of  the  deepest 
national  importance  to  investigate  and  establish  the  trae  Theory 
of  Credit 

It  was  out  of  discussions  on  the  nature  of  Credit  that  the 

modern  science  of  Politicid  Economy  t<tok  its  rise :  and  yet  the 
subject  of  Credit  is  the  one  which  has  been  least  understood  by 
Economical  writers;  Considering  the  mighty  part  which  Credit 
plays  in  modern  Commerce,  and  the  effects  it  lias  produced  for 
weal  or  woe  upon  nations,  it  might  have  been  naturally  expected 

%that  Economists  would  have  thoroughly  worked  out  the  subject : 

and  would  have  bet^n  unanimoosly  agreed  npon  its  nature  and 
eifects.  So  far,  however,  from  this  being  the  case,  there  is  no 
subject  whatever  U[K>n  which  they  are  more  utterly  at  variants* 
with  ench  other,  and  with  themselves.  To  understand  the  subject 
properly  requires  a  thorough  settlement  of  nearly  all  the  Fnnda- 
mcntul  Concepts  of  Economics :  which  has  been  entirely  neglected. 
It  ii»qnires  a  thorotigh  knowledge  of  mmc  of  the  most  abstruse 
bniiulKS  of  Mercanirle  liaw,  and  the  mechanism  of  Commerce, 
And,  indeed,  t/i  cx[  lain  some  cases  in  Crciiit  was  too  moch  for 

muu*  of  the  most  fiiiucnt  judges  on  the  Itench,    In  one  (msr 
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Ififl 
liOrd  Eldon  naiil— '*  I  think  I  argued  the  case  of  fj?  fmrle  Walker, 
and  I  must  say  that  the  siMJcnlationa  about  Paper  ccirtairilj  outran 
the  ji^rasp  tif  tlic  wit8  uf  the  Courts  of  Justice,  This  sort  ol 
Circulating  Jkilium  puzzled  as  ahlo  a  man  a3  ever  sat  here — 
Lord  Tliurlow.  ,  .  .  .  What  was  to  be  done,  then  ?  The 

Court  wns  puzzled  and  distre<!sed.  At  last  we  enmc  to  an  anchor- 
ujjje  ill  that  case,  fx  park  Walker,  I  have  no  difficultj  in  ftaying 
I  never  uiiUerjsUxKl  it,  I  am  satisfied  that  though,  no  donht,  the 
Court  understood  that  judgtueDt,  yet  none  of  the  Counsel  did 

As  wc  haro  shewn  in  the  following  section,  the  whole  of  thr 

^system  of  Credit,  Banking,  and  Bills  of  Exchange  wa<i  originated 
hy  the  Romans  :  and  a  long  scries  of  iVlustnous  Lawyers  had 
bronght  the  Theory  of  Credit  to  a  state  of  absolute  pcrfeetioo  : 
and  their  dof^trinos  were  embodied  and  deelared  to  be  Law  in  the 

f»i"eat  Code,  or  Digest  of  Ronnm  Law,  called  the  Pandects,  pnh- 
lialied  by  Justinian  in  the  early  part  of  the  sixth  century.  They 
were  adopted  and  confirmed  in  the  Basilica,  the  Reformed 
Code  promnigated  by  the  Basilian  dymusty  in  the  tenth  century: 
and  they  have  been  the  Mtrc^intile  Law  of  all  Europe,  except 
England,  for  1,300  years.  They  are  fully  set  forth  in  all  the 
great  Continental  Jurists :  but,  from  that  unfortunate  aversion 
which  the  Common  Lawyers  of  England  so  long  entertained 
against  the  Civil  Law,  they  were  comparatively  unknown  in  this 
country :  though  adopted  in  Equity :  and  they  have  never  yet 
found  their  way  into  any  treatise  on  Political  Economy,  either 
Foreign  or  English 

The  Romans  ahandoned  Britain  in  the  beginning  of  the  fifth 
century  :  and  the  Common  Law  of  England  on  the  subject  of 
Credit  was  exactly  the  doctrine  stated  by  Gaius,  which  wa«  tlie 
text-lKX)k  nf  Roman  Law  genenilly  used  throughout  the  Empire 
at  tiiat  i^'riod.  The  more  advanced  doctriuf^s  of  the  Pandects 
have  long  been  mlopled  in  8ct>tland :  and  the  Courts  of  Equity  in 
England.  And  by  the  Supreme  Court  of  Judicature  Act,  which 
came  into  operation  on  the  Ist  of  Novemlx>r,  1875,  it  was  enacted 
that  the  doctrines  of  Ecinity  shoold  prevail  over  those  of  the 
C*>mnion  Law  in  all  cases  whore  they  conflict 

The  investigation  of  this  siibjcct,  moreover,  opens  up  another 
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mfist  intoresting  branch  of  inquiry.  For  a  centary  and  a  half 
Matheraaticiaos  have;  been  iti  the  habit  of  giving  Debts  as  an 
example  of  Negative  Quantities.  But  very  few  have 
givfu  any  oxiiluusitiou  of  what  they  miitm  by  callinii^  a  Debt  a 

"  Negative  '*  Quantity :  and  those  wlio  have  done  so,  from  a 
want  of  the  knowledge  of  the  prineiples  of  Mercantile  LaWp 
Qiul  the  facts  of  Comtnerce,  have  entirely  failed  in  giving  an 
explanation  which  can  be  received  aft  suitable  for  Economic 
Science 

It  is  well  known  that  though  Mathematicians  have  been  in 
the  habit  of  Ufting  the  Algeliniieal  Signs  for  1,000  years,  and  have 
given  the  empirical  rules  for  their  comhinationH,  it  is  only  within 
the  pn\Hent  eentnry  that  tlieir  scientific  iirinciples  have  been 
understood.  Wl*  must,  therefore,  explain  the  geuend  Theory  of 
the  Algebraical  Signs,  and  the  principles  of  their  nsc  in  Mathe- 

matics anil  Physical  Scirnce  :  and  then  give  an  exposiliini  of  the 
principles  uf  lilemiuttle  Law,  and  the  tacts  of  Commerce:  and 
then  discover  what  interpretation  of  these  Signs  is  suitable  for 
the  particular  circnmstances  of  Economics 

The  Roman  Lawyers  broniifht  the  Theory  of  Credit  to  per- 
fection in  the  early  part  of  the  sixth  century.  Their  dtictrines 

are,  of  coarse,  expressed  in  words.  Bat  we  shall  find  that  Jurists 
working  separately :  Algebraists  working  separately  :  and  the 
practice  of  Mercantile  men  acting  separately  and  indejiendcntly 

from  their  own  instinct :  are  all  in  p<.*rfect  harmony  with  each 
other.  And  when  we  fuse  these  three  tugi.'tlier — an  exposition  of 
the  Facts  of  Cummerce— an  exposition  of  the  Jnridictil  Theory  of 

.Credit — and  show  the  ap|>lication  of  the  Theory  of  Algebraical 
Bigas  to  these  facts  of  Cominerce  aud  Juridical  principles  of 
Credit,  we  shall  find  a  most  beautiful  exemplification  of  the  use  of 
thc^  Signs  strictly  in  accordance  with  their  use  in  Mathematica 
aud  Piiysical  Science,  Wn  Hliall  be  able  to  carry  tlic  Theory  of 
Credit  to  a  greater  state  of  jXTfection  even  than  it  was  lefl  by  the 
llomau  Lawyers,  by  n^moving  an  obscurity  which  hujs  puzzled 
JuiisLs  and  Diviuea  fur  centuries  :  and  wo  shall  he  Mo,  for  the 

ilrw^t  tiuiL,  to  bring  t>4iuo:nic  Tlcory  to  the  level  of  Mercauitlo 
Tractici? 
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Section    I 

On  tU  Origin  of  th9  Sf/siem  of  Credit,  Banking,  and  Bills 

of  Exchange  in  Euroim 

1.  If  it  were  asked  how  that  wonderful  people  the  Romans, 
comineuicing  with  a  petty  village,  gradually  extended  their  empire 
o%^r  80  large  a  portioa  of  the  world,  it  woald  probably  be  said 
that  it  was  due  to  their  hardihood  aud  discipliue.  But,  probably, 
a  cause  which  has  been  entirely  overlooked,  contributed  ia  no 
alight  degree  to  the  result.  It  was  to  their  wonderfal  and 
methodical  habits  of  buBiuess.  They  were,  as  far  as  we  are  aware, 
the  inventors  of  the  great  Bystem  of  Banking,  Credit,  and  Biiii  yl 
Exchange 

The  Bmin$89  of  Banking  invented  by  ike  Eomam 

8*  The  btisiness  of  Banking,  as  we  nnderstand  it^  was  first 
practised  by  the  Romans  in  Europe 

At  an  early  period  Rome  Ix^gan  to  gain  an  ascendency  o^tr 
the  neighboaiiiig  towns.  Numerous  strangers  flocked  to  her, 
bringing  the  coins  of  their  native  towns  with  them.  For  their 
convenience  the  Qovernment  built  several  shops  round  the  Forum, 
and  let  them  out  to  private  persons,  for  the  purpose  of  exchanging 
the  Money  of  strangers  for  Roman  Money.  They  were  called 
Argmtarii:  and  these  shops  were  called  Tatenust  Mmsm  and 
ArgmUtriii,  The  commission  tliey  charged  for  changing  the 
Money  was  called  ColUjhu^ 

On  this  species  of  business  they  subsequently  engrafled  others 
It  became  the  custom  for  private  persons  to  place  their  Money 

^with  them  for  the  mere  purpose  of  security.  In  this  ca^e  they 
i^aired  no  Property  in  the  Money:  but  they  held  it  subject  to  the 
actions  of  the  depositor — The  Money  itself  was  termed  a 

Depositum.    The  Banker  paid  no  interest  on  tins   Deposit 
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because  he  was  not  allowed  to  trade  with  it :  and  it  was  called 

tmcita  petunia.  When  the  Depositor  wished  the  Argentarins  to 
make  a  payment  for  hini,  he  either  gave  him  personal  directiona 
to  whom  it  was  to  be  paid  :  or  he  gave  the  payee  a  eheqtto 

In  process  of  time  they  added  to  these  the  species  of  business 

which  in  modem  language  is  technically  termed  "BanklDg;** 
they  received  Money  as  a  personal  Loan  to  themselves  :  and  they 
paid  interest  for  it.  The  Money,  therefore,  necessarily  became 
their  own  Property  to  trade  with  m  they  pleased ;  aa  modem 
Bankers  do 

Hence  the  pei'son  who  paid  Money  in  this  way  into  his 

Banker's  acquired  a  mere  Right  of  Action,  or  Credit,  in  his 
books.  The  earliest  notice  we  have  of  these  Banks,  or  Argentarim 
is  in  Livy,  vii.,  21  :  and  ix.,  40:  B.c,  350  and  308  ;  where  they 
are  spoken  of,  as  established  round  the  Forum  where  they  always 
continued.  But  he  gives  no  account  of  the  method  in  which  they 
conducted  their  business.  The  comedies  of  Plautiis  (b.c  284— 
184)  contain  several  allusions  to  Bankers  and  their  business 

To  give  a  cnstomer  Credit  was  termed  saiim^e.  Thus  Leonida 
says  in  the  Asmaria  of  Plantus — 

**  Abducit  domum  nltro  et  scribit  nummos  " 
**  Of  his  own  accord  Im  (ahe^  him  home  and  gwet  him  a  Credit 

for  (he  moimj  *' P&rsctibere  or  resmlm's  was  to  give  a  cheque  on  one's  accoont, 
or  to  rransfer  a  Civdit  for  one  account  to  another 

As  Deinipho  says,  in  the  Ph^frmio  of  Terence — 
"Sed  transi  sodes  ad  forum,  atque  illnd  mihi  argenium  rursam 

jnbe  rescribi,  Phorniio  ** Phoem.    '*  Quodue  ego  perscripsi  porro,  illis  quibus  debui " 
*'  But,  Phormio,  pray  go  over  to  the  Fonm  and  order  that  moneij 

to  he  put  to  my  aceouni  '* 
Phoum.  *•  Wi^ail  (hat  for  which  Iliave  already  yitmi  Qt^ms 

to  mtj  CmhhrB  f  " 
So  Cicero  says — *'  Qui  de  occc  Hs.  cc.  presentia  sokerimus, 

reliqna  rescribamus  ** 
"  0/  the  refnainifty  400  ustertia  J  havn  paid  200  in  e^tth,  and 

I  tthall  Bend  a  Cheque  for  tlte  rest  *' 
Bo  Horace  — **  Quod  tn  nLUK[nam  rescriberc  possis** 
"  Which  you  can  netfer  repay  " 
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Acc&pttm  /err0  was  to  Credit  a  cnetomer  with  money  received  : 

'^tptnmjn  ferre  to  debit  him  with  motiej  paid 
So  Plautoa  gays,  in  the  ̂ ostellaria—Ktiiio  acccpti  et  expenai 

inter  noi  conrenit '' 
*•  T}i&  accounts  haiwem  m  halance  ** 
The  Cheque  that  the  customer  gave  was  called  athribuHa  or 

priBcriptio :  we  have  no  information  as  to  Fhother  the  payee  a)nld 
transfer  thig  Cheque  to  any  one  else,  or  whether  it  waa  only 

payaUe  to  himself 

On  (hi  Family  Ledgers  of  Roman  Citizens 

3.  When  the  practice  of  writing  became  common  at  Rome, 
it  wafi  established  as  a  custom,  or  law,  that  ?very  Dommm,  or 
head  of  a  house,  should  keep  a  family  Lodger  as  strict  and  exact 
as  those  of  a  modem  banker.  In  this  he  was  obliged  to  enter  all 
his  receipts  and  disbursements  :  all  sums  of  money  borrowed  and 
lent :  all  trade  profits  and  losses  :  and  these  family  Ledgers  were 
the  only  legal  evidence  of  Debt  among  Roman  citizens  received 
in  Courts  of  Justice.  And  it  was  from  these  family  Ledgers  that 

the  whole  modern  system  of  Book-keeping  and  Credit  has  been 
developed 

It  seems  that  every  occurrence  was  noted  down  day  by  day  in 
a  waste  or  day-book  termed  Adversaria,  and  at  the  end  of  a  month 
the  various  it*?ras  were  arranged  under  their  proper  heads  in  the 
Ledger,  which  was  termed  Tabukf,  or  Codejs  acccpti  et  expensi, 
which  was  intended  to  be  preserved  as  an  heirloom  in  the  family. 
Every  five  years  the  Dominus  bad  to  svrear  to  the  truth  of  the 
Codex  before  the  Censors :  and  it  was  i^gardcd  almost  with  a 

qtecies  of  sanctity 
A  great  difference  was  made  between  the  Adversaria  and  the 

Cadeje,  Cicero  says — *^  He  acknowledges  that  he  has  not  the  sum 
entered  in  his  Ledger  (Codex  accepti  et  tipensi)^  but  be  insistd 
that  it  is  entered  in  his  Day-book  {Adversaria)*  Are  you,  then, 
80  fond  of  yourself,  and  have  such  an  exalted  opinion  of  yourself, 
as  to  sue  for  money,  not  on  the  evidence  of  your  Ledger,  but  of 
your  Day-book  ?  It  is  arrogant  to  bring  forward  your  licdgcr 
instead  of  witnesses :  bnt  is  it  unt  simple  madness  to  produce  your 
owa  scraps  of  writing  and  notes  ?    If  these  notes  have  the  same X2 
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force  and  weight  and  authority  as  the  Ledger,  what  is  the  nse  of 
makiDg  a  Ledger  ?  to  make  entries  in  it  ?  or  to  keep  it  in  regular 
order  ?  to  make  a  permanent  record  of  old  writings  ?  Bat  if  we 
have  an  established  custom  to  make  a  Ledger  because  we  put  no 
trust  in  notes  ;  is  that  to  be  considered  of  weight  and  approved  of 

bc'fore  a  Judge  which  we  oarselves  consider  weak  and  unreliable  ? 
Why  is  it  that  we  write  notes  without  much  care,  and  we  write 
the  Ledger  with  great  care  ?  For  what  reason  ?  because  the  one 
is  to  last  a  month,  and  the  other  is  to  last  for  ever :  the  former 
are  soon  erased,  the  others  are  preserved  with  religious  care  :  the 
former  pi^serve  the  memory  for  a  short  time,  the  latter  pledge  the 
good  faith  and  honesty  of  a  man  for  ever.  Notes  are  thrown 
away,  the  Ledger  is  kept  in  order.  Therefore  nobody  prodDCcs 
notes  in  evidence  in  a  cause :  but  they  do  produce  the  Ledger  and 
read  the  entries 

**You,  0  Caius  Piso,  a  man  of  perfect  good  faith^  virtue, 
dignity,  and  authority  would  never  veutui-e  to  demand  money  on 
the  strength  of  notes  " 

This  family  Ledger  was  kept  in  or  near  the  Area,  the  Chest 
or  Safe  in  the  Tahlinum^  an  apartment  opposite  the  cDtrance  door 
of  the  Atrium^  or  central  hall  of  a  Roman  housej  where  all  iho 

family  records  and  archives  were  kept 

On  (lie  Method  of  Contracting  a  Loan  amm^  the 
Rmnatu 

4,  For  many  centuries  the  Romans  divided  Property  into 
two  sorts,  according  to  the  method  by  which  it  might  be  ahenated, 
sold,  or  transferred,  Tliat  species  of  Property  which  they  first 
possessed,  and  were  most  accustomed  to  consider  as  the  patrimony 
of  the  BomuSf  they  termed  lies  MancijH:  and  this  could  only  bo 
transferred  or  sold  by  certain  vciy  strict  formalities.  Other 
Property,  which  they  held  in  less  esteem  at  first,  or  which  they 
acquired  afterwards,  might  be  transferred  by  simple  delivery. 
This  kind  of  Property  was  termed  Res  nee  Matidpi 

The  list  of  Property  classed  as  Res  Mancipi  seenra  to  have 
been  formed  in  the  eariiost  ages  of  the  Republic ;  and  was  never 
extended  beyond  its  firet  limits.  All  new  specie*  of  Property  waa 
classed  under  Rcb  ncc  MancipL    Thus,  the  Money  of  tlie  early 
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Romans  was  of  Copper;  and,  accordingly,  Copper  Money  was 
included  nnder  the  Reu  Manci/d:  but  Gold  and  Silver  Money 
were  of  much  later  use ;  and  they  were  classed  under  Res  nee 
Mancipi 

Bural  servitudes  in  Italy  were  classed  under  the  lies  Mandpi  t 
but  the  Rights  of  Obligations,  as  well  as  other  Incorporeal 
Property,  were  classed  uniler  Res  net  Mancipi 

The  gale  or  alienation  of  a  R4*8  Mamipiy  conld  only  be  effected 
by  certain  very  strict  formalitieSj  which  were  necessary  in  order 
to  ensure  a  good  title,  in  an  age  before  written  conveyances  were 
invented.  This  form  of  Sale  was  termed  Mancipium,  or  Man-- 
Cipaiio,  Gaius  says  that  it  was  effected  in  the  prest^nce  of  not  less 
than  five  witnesses,  Roman  citizens  of  full  age,  and  ako  in  the 
presence  of  another  citizen  who  held  a  pair  of  bronze  scales,  and 
hence  called  Ubripens,  The  purchaser,  holding  a  bronze  ingot, 

Bays  thns — **  I  say  that  this  man  is  miue  by  the  Common  Law  of 
the  Romans,  and  that  ho  is  bought  by  me  with  this  bronze  ingot 

and  bronze  scales."  lie  tlien  strikes  the  scales  with  the  ingot, 
and  gives  it  to  the  seller  as  representing  the  price 

As  we  have  fully  explained  in  a  former  chapter,  every  Loan  of 
Money  is  a  Sale,  in  which  the  property  in  the  Money  is  ceded 

to  the  **  borrower/'  The  Money  thus  ceded  was  called  Mulnum: 
beoaose  it  was  given  in  exchange  for  the  Right  to  demand  an 
equal  sum  at  a  future  time.  As  aes  was  a  Res  Maiuipi^  every 
loan  of  Money  reqnired  to  be  made  by  the  Mandinum,  or  the  sale 
per  aes  el  Ubram,  But  the  Right  of  the  Obligation  was  Res  nee 

Mancipi^  and  thcR'fore  it  might  be  transferred  in  other  ways 
The  Bond  of  Law  created  bet^veen  the  two  parties  by  the  Sale 

or  Loan  of  the  Mutunm  by  the  formality  of  the  ots  ei  libra,  was 
termed  a  Kexum,  or  Nexus^  «2jj;  and  Nexumj,  or  Nexus^  was  the 
only  term  in  nse  in  the  time  of  the  XIL  Tables  (451  B.c*)  to 
denote  a  Contract  or  Obligation 

lo  course  of  time  the  cumbrous  formalities  of  the  weight  and 
scales  were  dispensed  with^  and  a  Contract  or  Obligation  conld  be 
created  by  simpler  methods.  These  were  the  Obligatio  re^  the 
Obligation  which  was  created  by  the  Loan  or  advance  of  the  thing 
itself ;  the  Oblifjaiia  verbis^  or  the  verbal  Contract,  termed  Sli^ulaUo: 
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and  the  Ohligatio  Utferts;  or  the  written  Contract,  created  by 
entries  in  the  Codex :  and  finally  the  Ohligatio  Consensu^  or  the 
obligation  by  simple  consent  without  any  formalities 

On  the  Stipulatio,  or  Verbal  Contract 

5.  The  Stipulatio,  or  verbal  Contract,  was  made  by  solemn 
question  and  answer  in  the  presence  of  witnesses.  It  was  the 
most  extensive  form  of  making  a  contract  in  Koman  Law :  and 
all  other  obligations  might  be  transformed  into  a  Stipulation 

Supposing  that  the  Stipulation  was  employed  to  create  an 
Obligation  of  Debt,  the  lender  delivered  the  sum  to  the  borrower 

and  asked  him — **  Do  you  promise  to  deliver  to  me  such  a  sum 
at  such  a  date?"  the  lender  answered** I  do":  and  thus  the 
Obligation  was  created 

It  is  said  in  the  Institutes  that  Stipulatio  is  derived  from 
StipuluSy  an  old  word  for  firm,  ascertained;  which  may  perhaps 
come  from  slips 

The  person  who  asked  the  question  was  termed  Stipulator^  or 
reus  stipulandi 

He  who  answers  was  termed  Promittor  or  reus  promittendi 

The  question  or  Stipulatio  and  answer  could  only  form  a  Uni- 
lateral Contract :  or  one  in  which  only  one  side  was  bound :  if  a 

Bilateral,  or  Synallagmatic,  Contract  was  to  be  formed,  it  was 
necessary  to  resolve  it  into  two  or  more  simple  stipulations 

Several  examples  of  the  Stipulation  occur  in  Plautus :  as  in 
Asinaria,  ii.,  4,  48.  Fseudoli^,  i.,  112 :  iv.,  6,  15.  Ourculio,  v., 
2,  68 :  3,  81,  33.  Baceh.,  iv.,  8,  41.  Trinummus,  v.,  2,  84,  89. 
RudeiiSy  v.,  2,  47 

An  example  of  the  Stipulatio  occurs  in  the  marriage  Service 
of  the  Church  of  England :  which  also  shews  that  two  stipulations 
are  necessary  to  form  a  Bilateral  Contract  such  as  Marriage 

The  Priest  says  to  the  man — "  Wilt  thou  have  this  woman  to 

thy  wedded  wife?"  &c.  The  man  answers — **I  will."  The 
Priest  asks  the  woman — **  Wilt  thou  have  this  man  to  thy  wedded 
husband?"  &c.     The  woman  answers — **I  will" 

On  Arcaria  Nomina 

6.  We  have  seen  that   it  was  the  duty  of  every  Boman 
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Mttzen  to  malce  an  entry  of  all  suras  lent  and  llOlTu^Ycd  in  his 

Ledger  or  Codex  acrrpd  tt  fj'iwnuL  li\  tliei-efore.  he  bad  lout  a 
sutti  of  money  by  any  of  the  methods  of  making  a  Loan,  the 
Creditor  would  of  course  duly  enter  it  in  his  Ledger  at  the  end  of 
the  mouthp  When  he  did  that  it  was  termed  Arcanum  Konrnt* 

But  such  an  entry  as  this  was  not  the  Contract  itself:  it  wns  only 
evidence  of  the  Contract.  The  Contract  wiis  created  by  the 
actual  advance  of  the  money.  It  was  of  cour^  absurd  to  suppoee 
that  any  person  might  create  another  person  his  Debtor  by  simply 
making  an  entry  against  him  in  his  Ledger.  It  was  the  duty  of 
the  Debtor  to  make  a  corresponding  entry  of  money  borrowed  in 
his  Ledger.  Cicero  says  that  it  is  eijually  disgraceful  to  make  a 
false  entry  of  money  lent,  and  not  to  make  aE  entry  of  money 
really  borrowed,  in  the  Ledger 

On  the  Obligatio  Litteris  or  Written  Contract 

7.  But  an  actual  Contract  might  b?  made  by  an  entry  in  the 
Iiedger.  The  borrower  came  to  the  lender,  and  the  lender  ou 
advancing  the  money  said  to  him  something  of  this  sort — 

**Cenlt(m  aureos  expert so8  iihi  iuUlt''  **Have  I  weighed  out  and 
given  you  100  aurci?"  The  borrower  said — ^'Kxpe/tsos  mihi 
MisfC    **  You  have  weighed  out  and  given  them  to  me  *' 

The  Creditor  then,  with  the  consent  of  the  Debtor,  made  a 

formal  entry  of  the  loan  in  his  Ledger,  which  was  termed 

Bxpensilatio :  the  corresponding  entry  in  the  Debtor^s 
Ledger  was  termed  Acceptilatio 

An  entry  made  with  this  formality  with  the  consent  of  the 
Debtor  was  absolutely  conclusive,  and  could  not  be  questioned. 
It  formed  a  valid  contract,  whether  the  money  hud  actually  l>een 
advanced  or  not ;  and  if  nn  action  was  brought  for  the  money, 
the  judge  could  make  no  inquiry  into  the  actual  facts.  A  solemn 
entry  made  with  the  consent  of  the  Debtor  was  equivalent  to  a 

Slipulaiio 
The  Creditor  made  an  entry  of  pemnia  npema  lata:  the 

Debtor  made  an  entry  of  pecunia  arcepia  rciaia ;  and  thus  was 
ooni^tituted  the  OhligaHo  Litferis  or  Written  Contract 

Tlie  entry  of  tlie  person's  name  in  the  Codix  or  T'ahuhf  wa^ 
termed  Nomen,    Hence  Nonun  became  the  general  word  for 
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a  Debt.    Nomina  sua  €xigtr&  is  to  get  in  one's  Debts :  nomtna 
locare  is  to  borrow  money :  fionwia  facc}%  to  lend  money 

Hence  arose  the  technical  terms  expensum  ferrB^  to  lend 
money :  accBplum  rrferre,  to  borrow  money ;  and  the  Ledger  was 
called  Codex  accepti  ei  expenei 

A  pre-existing  Debt  might  be  transformed  into  a  new  Contract 
by  snch  an  entry  in  the  Ledger.  Suppose  that  a  Debtor  owed  hia 
Creditor  money  for  a  hiring  or  sale^  or  for  any  cause  which  might 
involve  difficulty  and  expense  in  proving.  If  the  Debtor  consented, 
a2i  entry  might  be  made  of  the  fixed  sum  acknowledged  as  due  by 
the  Debtor,  and  then  an  Obligatw  lUlrris  was  snbstituted  for  an 
Oblufaiio  re.  This  new  Contmct  cancelled  and  extinguished  the 
old  one,  and  was  one  form  of  Novatto,  which  we  shall  explain 

afterwards.  Making  this  entry  with  the  Debtor's  consent  obviated 
all  risk  of  the  claim  being  disputed.  It  was  as  if  a  Debtor  at  the 
present  day  gives  his  Creditor  a  Bill  in  respect  of  a  Debt  due  for 

any  cause.  When  this  w^as  done  it  was  said  a  re  in  p&rsonam  tran- 
BcripUo  fit :  and  it  was  termed  N&men  iranscrqMium 

When  a  new  person  was  substituted  for  the  original  Debtor  it 
was  said  a  persona  in  perwnam  tramcriptio  fit 

On  the  Obligatio  Consensu  or  Consensual  Contract 

8*  In  the  year  4C9  A.D.  the  Emperor  Leo  abolished  the 
strict  formalities  of  the  Stipulation,  and  enacted  that  a  consent 
given  in  any  form  whatever,  so  long  as  the  parties  agreed  about  it, 
should  be  valid.  There  was  no  necessity  for  any  writing  nor  any 
witnesses 

T/^  Roman  Bankers  invmUd  Bills  of  Exchange 

9.  It  is  to  the  Boman  Bankers  that  the  inTention  of  Bills 

of  Exchange  is  due.  As  the  Romans  extended  tlieir  conqnests, 
the  bsvukers  established  correspondent  in  foreign  cities  :  and  when 
a  Ruman  wanted  to  travel,  they  gave  him  a  liill  on  their  coiTC* 
gpondents*  This  system  was  well  established  in  tfve  time  of  Cicero: 
and  his  lettei^  couiairi  many  references  to  Bills  of  Exchange. 
Thoft  he  writes  to  Cauiuius  Salustios — 
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*'8e  ait  carasse  iife  cam  qiia?sta  populi  pecuuia  permutarctar  " 
**  He  says  thai  he  ?ias  taken  care  Umt  a  Bill  should  he  sent 

for  the  vwmij  along  tvith  the  people's  share** Permutare  was  to  give  a  Bill  of  Exclmnj^c 

80,  when  his  son  was  going  to  Athena,  which  was  the  Uni- 
veisity  of  the  Roman  world,  he  wTites  to  Atticug — 

"  Sed  qntero  quod  opus  sit  Atheois^  pemiutnrine  possit,  an 

ipsi  ferendum  est " 
•'  But  I  tvuh  to  know  whether  he  can  fake  a  Bill  for  the 

money  he  will  want  at  Athens,  or  whether  he  must  take  the  momy 

itself  with  himf' 
80,  also^**  Quare  velim  cures  ufc  pemnitetar  Athenis,  quod 

Bit  in  annuum  sumpinm  " 
'*  Whirefare  I  wish  you  to  take  care  that  he  has  a  Bill  on 

At/tens  for  his  yearly  expenses  *' 
80^  again — "  Ut  vereor  nc  ilkd  quod  te  pennutavi,  vei^ori 

mihi  Bolvendura  est " 
"  So  t/tal  I  fear  I  must  borrow  money  to  pay  the  Bill  you 

caslwd  for  me'' 
In  classical  Latin  permutare  is  the  only  word  that  we  are 

aware  of  for  drawing  Bills  of  Exchanf:fe.  Bat  about  the  end  of 
the  Drat  century  a  provincial  Latin  word,  camhio  {-ire,  or  -iare)^ 
which  appears  as  campsare  in  Ennins,  to  exchange,  began  to  be 
used  by  Columella  and  Hiculus  Flaccus  ;  it  gradnally  came  into 
common  nee,  and  was  used  by  Amuleius,  Cbansius»  and  Priscian, 
In  the  middle  ages  it  completely  superseded  permutare  in  ita 
meaning  of  exchanging  money  and  bills.  The  words  Camhitor^ 

Cambiator,  and  Campsor  gradually  snperseded  Aryentarius,  Men- 
swriusy  and  Nummularius:  hence  our  word  Cambist.  In  the 
middle  ages  Bills  of  Exchange  were  called  LitlenE  Camhitaria : 
and  when  Bancherjua  came  into  use  for  a  banker,  they  were  called 

LUterit  Bancales^  bankers'  drafts 

On  Transferable  Documents  of  Debt 

10*  The  entries  in  the  Jamily  ledgers  were,  as  we  have  seen, 
the  only  evidence  of  Debt  among  Romun  citizens  receivable  in 
Couru  of  Law.  Qaina  says  that  written  Documents  of  Debt  wei^e 
only  ttsed  by  foreignera 
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Tlie  Koniana  began,  to  a  certuin  extent,  to  be  fiimiliar  wnn 
transferable  DocumeuU  of  Debt :  because  thej  were  used  to  give 
Cheqoes  on  tbeir  baukers :  but,  of  course,  these  were  mere  Orders, 
and  not  Obligations  :  and  we  are  not  aware  how  far  such 
documents  were  admissible  in  Courts  of  Law 

When  Gaius  says  that  the  Romans  did  not  use  written  Obli* 
gations,  he  most  probably  means  that  they  were  not  recognised  as 
legal  documentB  available  as  evidence  in  a  Court  of  Law :  for 
there  is  abundant  evidence  that  written  Obligations  were  in 
common  use 

The  Greeks  invented  the  plan  of  recording  Obligations  in  a 
written  form.  Thus  x^H^^yp^^^^^  Chinmintphinn^  i*r  Note  of 

hand,  w^as  a  simple  acknowledgement  of  a  Debt  subscribed  by  the 
Debtor  alone,  and  given  as  a  security  to  the  Creditor :  hence 
Cfmrogapfumus  Creditor  was  a  Creditor  who  bad  written  security 
for  liis  Debt  :  and  this  term  is  used  in  French  Jurisprudence. 

Suyy/sa^T/,  Sf/ffffrajfha,  was  a  Bund  Bubsciibed  in  duplicate  by 
both  parties^  and  of  which  each  had  a  copy.  These  words  occur 

frequently  in  Cicero's  letters.    Thus  he  says — 
**Qiiando  vestry  eautiones  infirmaa  sunt  Graculnm  tibi  miai 

cautionera  cheirographi  mei " 
*^  Since  pour  Security  are  mi  valid,  I  have  sent  yau  as  a 

Security  my  Pronmsory  Note  in  ih^  Greek  form  ** 
The  dillerence  between  a  Can  fit)  and  a  C/wiroffraphum  seems 

at  first  to  have  been  that  the  Caiiiio  was  a  simple  acknowledge* 
ment  of  the  Debt ;  whilst  a  Clteiroffraphum  was  an  actual 
Obligation,  and  by  itself  formed  a  Contract,  eipiivalent  to  the 
Boman  SUpulatio 

In  the  times  of  the  early  Emperors  the  family  ledgers  bad 
liegun  to  fall  into  disuse  :  and,  by  the  time  of  Justinian,  had 
been  entirely  discontinued,  except  in  the  case  of  bankers.  As  the 
family  ledgers  full  into  disuse,  the  CauHonts  accjoired  greater 
force  :  and  at  last  became  legal  documents  upon  which  an  action 

might  be  foimded 
Thus  the  Title  of  Nomina  tranf^criptitia,  or  Transferable  Debta, 

came  to  be  exclusively  applied  to  the  Cautimes,  Cheiroyrapha,  and 

^  ^    ;  and  thus  we  have  the  complete  modern  system  of  Bills 
oi   i         iige  and  Promissory  Notes,    And  all  the  fundamcutal 
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pmciples  which  govern  these  iiiBtruinents  are  contained  at  length 
in  the  Pandects 

On  the  Greek  Trapezitfle 

U-  There  were  money  dealers  and  money  lenders  at  Athens: 
bnt  we  are  not  very  well  acqaafnted  with  their  methods  of  doing 
bufiiness.  Ab  far  as  we  can  judge  from  the  scanty  notice  which 
have  come  down  to  ns,  their  business  seems  to  have  been  more 

inalogous  to  that  of  Bill  Discounters  than  that  of  •'  Bankers." 

They  were  called  Trapez'dct',  from  the  tables  on  which  they  kept 
their  cash,  which  were  placed  round  the  market  place.  Tlieir 
original  business  was  changing  foreign  money.  After  this  they 
began  to  receive  money  at  interest,  which  they  lent  out  to  other 
pei^ns.  The  father  of  Demosthenes  kept  part  of  his  fortune  at 
a  Trapezites.  Though  they  were  generally  of  low  origin,  such  as 
freedmen,  aliens,  or  persons  who  had  been  admitted  as  citizens, 
they  gradually  rose  into  great  credit ;  which,  in  the  case  of  the 

principal  ones,  extended  throughout  Ga^ec^.  They  obtained  so 
much  confidence  that  basiness  was  transacted  without  witnesses  : 

money  and  contracts  of  debts  were  deix)sited  with  them,  and  agree- 
ments were  concladed  and  cancelled  in  their  presence.  The 

ordinary  rates  of  intei^st  at  Athens  varied  from  10  to  36  per  cent. 
The  only  case  in  which  legal  interest  was  fixed  by  way  of  damages 
waa  18  per  cent.,  which  may  be  taken  to  have  been  the  medium 
rate  in  common  use 

They  made  the  borrower  give  his  x"p<fypa<^ov,  Qieirographitm^ 
or  note  of  hand :  and  soinetiraea  his  trvyypd^T,],  or  bond.  But 
we  have  not  been  able  to  discover  that  they  invented  the  method 

of  transferring  debts  from  one  customer's  account  to  the  other  by 
means  of  written  orders,  which  is  the  essence  of  '*  banking  *' 

Demosthenes  says — **  It  is  the  practice  of  all  our  iraptzita,  if 
any  private  person  places  money  with  them  which  he  desires  to  be 
paid  to  any  one  else,  first  of  all  to  write  down  the  name  of  the 
depositor  and  the  amount  of  the  money,  then  to  write  beside  it— 

•  This  must  be  paid  to  such  a  one  * ;  and,  if  tliey  knew  the  person 
by  sight  to  whom  it  is  to  be  paid,  they  only  wrote  his  name 
down  ;  but  if  they  do  not  know  him,  they  also  write  beside  it  the 

name  of  some  person  who  can  identify  him/'    This  passage  shows 
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Y«y  cl^rly  that  the  Greeks  did  not  use  cheques,  or  orders,  for  the 
(Mj^HM^ut  of  money 

These  irapezila  were  the  first  that  we  are  aware  of  who  used 
th^  method  of  discount  which  is  now  universally  practised  in 
banking.  That  is,  they  retained  the  full  profit  at  the  time  of 
making  the  loan ;  as  we  learn  from  Plutarch  was  their  practice. 
In  his  violent  tirade  against  borrowing  money  he  is  particularly 

severe  against  the  method  of  discounting :— "  It  is  said  that  hares 
bring  forth  and  nourish  their  young  at  the  same  time  that  they 
conceive  again  :  but  the  debts  of  these  scoundrels  and  savages 
bring  forth  before  they  conceive  !  For  they  give  and  immediately 
demand  back  :  and  take  away  their  money  at  the  time  they  place 
it  out  2  and  they  put  out  at  interest  what  they  receive  as  interest. 
The  Messenians  have  a  proverb  : — 

"  *  There  is  a  Pylos  before  Pylos,  and  yet  another  Pylos  still  * 
But  it  may  be  said  to  the  usurers — 

**  •  There  is  a  Profit  before  a  Profit,  and  yet  another  Profit 

still' *^  And  then,  forsooth,  they  laugh  at  the  physical  philosophers 
who  say  that  Nothing  can  come  from  Nothing  " 

Notwithstanding  the  liberal  rate  of  interest  they  received,  and 
the  great  credit  and  reputation  which  the  more  eminent  of  them 
enjoyed,  the  details  which  we  have  respecting  Paaion,  who  stood 
in  the  highest  credit  for  wealth  and  integrity,  do  not  give  us  any 
very  exalted  idea  of  their  fortunes.  We  are  told  that  the  profits 
of  his  business  were  only  100  minae,  or  £406  5^.  a  year  :  which 
seems  nothing  very  great  for  one  of  the  most  eminent  trapezUa  in 

Athens.  It  has*  also  been  sometimes  alleged  that  these  trapezitx 
inverted  Bills  of  Exchange :  but  there  is  no  sufficient  evidence 

ic  prove  thjs 
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Section  II 

ON   THE   NATURE    OF    CREDIT 

Personal  Qualities  ar0  Wealtli 

12.  It  has  been  shown  that  in  ancient  times  the  author  of 

the  Eryxias  expressly  classed  Personal  Qualities  under  the  title  of 
Wealth  (xp^ftara^  xAovros),  because  persons  can  make  an  Income 
by  their  use 

In  modern  timea  Smith,  and  all  Economists  of  note  since 
hia  day,  Say,  Senior,  Mill,  and  others,  all  agree  that  Personal 
Qualities,  Ability,  Energy,  Skill,  and  Character, 
are  Wealth.  And  the  reason  is,  that  persons  can  make  an 
jaeome  by  trading  with  their  Personal  Qualities  exactly  in  the 
aame  way  aa  they  can  by  trading  in  material  goods.  Personal 
Qualities  may  be  called  Moral,  or  Personal  Capital 

Personal  Qnalities  may  be  used  aa  Capital^  or  so  as  to  produce 

a  Profit  in  two  distinct  ways — 
1.  By  their  direct  exercise  as  Labour  ;  with  which,  how- 

ever, we  are  not  concerned  in  this  work 
2.  They  may  be  used  as  Purchasing  Power ;  that  is, 

to  pnrchase  Goods  or  Labour,  by  ̂ ving  a  Promim  h  itaij  at  a 
future  time,  instead  of  actual  money,  in  exchange  for  them. 
Personal  Character  used  in  this  way  as  Porchasing  Power, 
is,  in  popular  language,  termed  Credit 

All  eminent  writers  recognise  Personal  Credit  as  Personal 

Property,  or  Wealth 
Thus  Demosthenes  says — 

irtcrr€V€<rtfai,  fiil^ut^  €<rrt  to  riji  irtVrrtws  vwaft^^ttv  fifilv** 
••  There  heinrf  two  IdiuU  of  Property,  Mmieij  and  General 

CmUi,  our  greakd  Proper! f/  w  Credit  " 
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So  also — **  €t  Sc  TovTO  dyvQti^  on  Iltcrri?  ̂ Aff^opfA'q  T*Lv  fratrufV 

**  If  you  were  ignorant  of  this,  that  Credit  i^  the  greatest 
Capital  of  all  towards  th$  acquisition  of  Wealth,  gou  would  b^ 

utterly  ignorant'^ 

So  Bishop  Berkeley,  10  his  QoeriBt:,  asks—"  Whether  Power 
to  command  tiie  Industry  of  others  [i,f.,  Credit]  be  aot  real 

Wealth?'' 
So  Meloa  says — **  To  the  calculation  of  Values  in  Money  there 

must  bo  added  the  current  Credit  of  the  raerchaot,  and  his 

possible  Credit '' 

So  Dutot  says^** Since  there  has  been  regular  commerce  among 
men,  those  who  have  need  of  money  have  made  Bills,  or  Promises 
to  pay,  money.  The  first  use  of  Credit,  therefore,  is  to  represent 
Money  by  Fa|»er,  The  usage  is  very  old :  the  first  want  gave  rise 
to  it.  It  mttltlplies  specie  considerably  :  it  supplies  it  where  it  10 
wanting ;  and  which  would  never  be  sufficient  without  the  Credit : 
becanse  there  is  not  sufficient  Gold  and  Silver  to  circulate  all  the 

products  of  nature  and  art.  So  there  is  in  commerce  a  much 
larger  amount  in  Bills  than  there  is  in  specie  in  the  possession  of 
the  merchants 

*'  A  well  managed  Credit  amounts  to  tenfold  the  funds  of  a 
merchant :  and  he  gains  as  much  by  his  Credit  as  if  he  had  ten 
times  as  much  Money.  This  maxim  is  generally  received  among 
all  merchants 

**  Credit  is,  therefore^  the  greatest  Wealth  to  every  one 
who  carries  on  commerce  '* 

80  Smith  says — '*  Trade  can  be  extended  as  Stock  increases : 
and  the  Credit  of  a  frugal  and  thriving  man  increases  much 
fiister  than  his  stock.  His  trade  is  extended  in  proportion  to  the 
amount  of  Both  [i.e.,  his  Stock  and  bis  Credit],  and  the 
sum  or  amount  of  his  Profits,  is  in  proportion  to  the  extent  of 
his  trade :  and  his  annual  acoamulution  in  [truportion  to  his 

Profits" 
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So  Junius  says—**  Private  Credit  is  Wealth  '* 

So  Franklin  says—**  Credit  is  Money '' 

No  one  is  more  emphatic  than  Mill  in  the  assertion  that 
Credit  is  Wealth 

In  the  begrintiiiiLC  of  his  work  he  says — 

**  Everything  forms,  therefore,  a  part  of  Wealth  which 
has  a  Power  of  Purchasing  " 

He  then  snjs — "  For  Credit,  thoagh  it  is  not  productive 

power,  is  Purchasing  Power  ** 
Also — *'The  amount  of  Purchasing  Power  which  a 

person  can  exercise  is  composer]  of  all  tiie  M<uiej  in  hii?  possession^ 
or  clue  to  him  [i.e,,  the  Bank  Notes,  Credits,  or  Bills  he  has],  and 

of  all  his  Credit" 
Also — **  Credit,  in  short,  has  exactly  the  same  Pur- 

chasing Power  with  Money'* 
And  he  rfpi^uts  the  Siime  tliiug  in  numerous  other  passages 

Now,  if  Mill  lays  it  down  as  the  fundamental  Definition  of 
Wealth  that— 

'*  Everything  is  Wealth  that  has  Purchasing 

Power' And  if  he  says  that  **  Credit  is  Purchasing  Power:'* 
then  the  necessary  inference  is  tlmt  **  Credit  is  Wealth  *' 

That  is  a  Syllogism  in  w*hich  Mill  is  safely  padlocked,  and 
from  which  there  is  no  escape 

Hence  it  is  8een»  by  the  direct  statement  of  all  these  writers — 

and  immmerjible  othei'8  might  l»e  cited,  if  necessary — that  Mer- 
cantile Character  is  Purchasing  Power,  and  is 

Wealth,  or  Personal  Capital  ;  because  it  can  be  used  a^ 
well  as  Money  to  purchase  Goods  and  fiabonr  with.  And  if  a 
man  can  purchase  Goods,  Labour*  or  ̂ loiiey  with  his  Personul 
Credit,  then  his  Credit  has  a  Valm  whkh  i»  mmmr^d  in  Manet^, 
as  well  as  that  of  any  material  chattel 

Hence,  Mercantile  Character  is  Wealth :  Taluable 

Property ;  and  may  be  used  as  Capital,  as  well  og  any  material 
chattels 
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And  a  merchant's  Character,  or  Credit,  may  be  damaged  and 
injurod  by  false  reports  just  as  his  material  chattels  may  be 
damaged  and  injured  by  material  violence.  To  damage  a  mer- 

chant's Credit  is  to  injure  and  destroy  his  Pnrchasing  Power: 
and  as  we  have  seen  that  everything  which  has  Parchasing  Power 

is  Wealth,  to  ruin  a  merchant's  Credit  i.-^  exactly  the  same  injury 
to  him  as  to  rob  kim  oP  so  much  actual  money.  And  he  has  aa 
action  against  any  one  who  injures  his  Mercantile  Character,  or 
Credit,  equally  as  he  has  against  any  one  who  injui^s  his  material 
chattels 

So  distinctly  is  Personal  Character  reeogaiaed  as  Property  in 
Roman  Law,  that  it  is  classed  nodcr  the  Jura  in  re:  and  an  attack 
on  it  is  an  Injuria^  or  the  infringement  of  a  legal  Right 

Hence  it  must  be  carefully  observed  that  Mercantile 
Character,  or  Credit,  is  National  Wealth 

On  the  Creation  of  Obligations 

13.  Mercantile  Character,  or  Credit,  then,  is  Purchasing 
Power,  and  is  now  universally  admitted  to  be  Wealth.  But  as 
Valae  does  not  enter  into  Economics  unless  a  person  manifescs  his 
Value,  or  Demand  for  something,  by  giving  something  in  exchange 
for  it :  so  Mercantile  Gharactefp  or  Credit,  does  not  enter  into 
Economics  until  the  merchant  actually  exercises  his  Credit  by 

makbg  a  purchase  with  it 

And  when  a  merchant  buys  goods  with  his  Credit,  or  "  on 
Credit/*  as  it  is  often  termed,  it  is  an  absolute  Sale,  just  as  much 
as  if  the  purchase  had  been  effected  with  Money.  He  acquires 
the  absolute  Property  in  the  goods  as  fully  and  effectually  as  if  he 
had  paid  for  them  in  Money 

But  at  the  very  instant  that  the  Property  in  the  goods  is  ceded 
to  the  merchant,  a  Contract,  or  Obligation,  is  ciliated 
between  the  two  parties,  the  buyer  and  the  seller  of  the  goods^ 

which  consists  of  two  parts — 
L  The  Bight  to  demand  payment  to  the  person  of  the 

Seller,  or  Creditor 
2,  The  Duty  to  pay  in  the  person  of  the  Bayer,  or 

Debtor 
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Tliese  two  Qaantities  constitute  the  Contract,  or  Obligatioilt 
or  the  Boad  of  Law  between  the  two  parties 

la  this  Contract,  or  Obligation,  it  h  the  Creditor's  Bight 
of  action  to  demand  the  Payment  at  a  futare  tirae,  which,  in 
Law,  Commerce,  and  Economics,  is  termed  the  Credit 

And  this  Right  of  action,  or  Credit,  is  the  Price,  or  Payment, 

for  the  goods.  When  a  merchant  takes  a  trader's  Bill  at  three 
months  in  exchange  for  goods,  it  is  Payment  for  the  goods, 
just  as  much  as  if  it  were  Money.  The  transaction  is  a  Sale,  or 
an  Exchange.  When  the  trader  gives  bis  Bill  at  three  months, 
the  Bill  is  Payment  for  the  goods :  what  he  has  to  do  is  to  pay 
his  Bill  when  it  becomes  due  :  which  is  another  Exchangio 

Divman  of  Opinion  atnong  Jurists  m  to  the  Case  of  the  Debtor 
i;a  an  Obligation 

14.  We  have  now  come  to  the  most  abstruse  and  subtle  point 

in  all  Economics,  which  will  demand  the  student's  most  eamest 
attention  :  because  it  is  the  great  Serbonian  bog  in  which  multi- 

tudes of  writers,  literary  and  mathematical,  have  been  swallowed 
np,  from  a  want  of  knowledge  of  the  most  elementary  principles 
of  Mercantile  Law  and  practical  business  :  and  its  rectification 
and  elucidation  will  open  up  a  completely  new  branch  of  inquiry 
of  the  greatest  novelty  and  interest 

When  an  Obligation  has  been  created  between  two  parties  in 
the  manner  described  in  the  preceding  paragraph,  on  the  Sale  of 
Goods  or  the  Loan  of  Money,  the  case  of  the  Creditor  is  clc^ ; 
in  exchange  for  the  Goods  or  the  Money  he  has  received  a  Eight 
of  action.  This  is  his  Property,  which  he  can  sell  and  exchange 
for  other  Goods,  or  for  Money 

But  a  strong  division  of  opinion  exists  among  Jurists  as  to  the 
ease  of  the  Debtor  in  the  Obligation,  When  a  merchant  has 

bought  goods  and  given  a  Bill  at  three  months  in  payment  for 
them — Is  he  in  Debt  at  the  Present  time  ? 

The  great  Roman  Lawyers  held  that  he  is  in  Debt  at  the 
piesent  time  :  but  that  the  Remedy  is  deferred.  The  maxim  of 
Roman  Law  is  Dtbitum  in  ̂ resmtij  solvendum  in  fuiuro 

But  English  Law  holds  a  different  view.    It  holds  that  when 
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a  merchant  agrees  to  take  a  Bill  at  three  months  in  exchange  for 
the  goods,  the  Bill  is  pajmeiit  for  the  goods  :  and  that  there 
18  no  Duty  to  pay,  and  therefore  no  Debt,  until  the  time 
has  come  for  the  payment  of  the  Bill 

It  is  a  maxim  of  English  Law  that  '*  Credit  unexpired  may  b» 
pleaded  under  the  General  Issm :"'  which  means,  that  if  a  trader 
has  boaght  goods  at  an  agreed  npon  Credit>  and  an  action  is 
brought  against  him  for  the  money  before  the  period  of  the  Credit 
has  expired,  he  may  reply  that  he  is  not  in  Debt  at  all 

So  Mr.  Pitt  Taylor  says — **  In  addition  to  these  examples^  it 
may  be  observed  that  whenever  the  Defendant  can  show  that,  in 
fact,  no  Debt  wer  existed  before  action  brought,  he  may  do  so 

under  the  plea  of  *  never  indebted/  Thus,  for  instance,  if  the 
action  be  for  goods  sold  and  delivered,  he  may  defend  himself 
under  this  plea,  by  proving  that  they  were  sold  on  Credit  whkh 

was  wiexptred  when  the  action  was  commenced  " 
And  this  is  imdoubtedly  the  correct  view  :  when  a  merchant 

agrees  to  take  a  Bill  at  three  months  for  his  goods,  he  has  received 
what  he  agreed  to  take  in  exchange  for  them.  He  is,  therefore, 
Paid  for  them.  It  is  the  nsual  mercantile  expression  to  say  that 
the  goods  have  been  paid  for  by  Bill.  Consequently,  there  is  no 
Debt,  or  Duty  to  pay  money,  until  the  Bill  has  become  due 

Analogous  cases  will  prove  the  correctness  of  this  view 
Suppose  that  a  tenant  takes  a  house,  or  an  apartment,  and 

agrees  to  pay  the  rent  quart>erly.  Suppose  that  after  he  had 
been  a  week  in  the  house  the  landlord  came  and  demanded  hii 

Eenfc  :  the  tenant  would  reply  that  he  owed  the  landlord  Nothing: 
that  the  bargain  was  that  the  tenant  was  to  have  the  use  and 
enjoyment  of  the  house  for  three  clear  months  before  any  Rent 
became  due :  and  consequently,  that  no  Duty  U}  pay,  or  Debt> 
arose  until  that  time  had  come 

The  case  of  a  trader  who  gives  a  Bill  at  three  months  m 
exchange  for  goods  is  exactly  similar,  Hie  bargain  is,  that  he 
slmll  have  possession  of  the  gootls  for  Uiree  months  before  the 
Duty  to  pay  for  them  comes  into  existence.  Consequently  nntU 
the  three  months  have  expired  there  is  no  Duty  to  pay : 
and  therefore  there  is  no  Debt 

So  when  a  farmer  takes  a  farm  on  a  lease  of  19  years,  ha 
becomes  bound  to  pay  the  Bent  liulf  yearly.    But  the  agreement  10 
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that  he  ehal)  have  the  aae  of  the  farm  for  interralfl  of  six  months 
before  each  instalment  of  Rent  becomes  due.  And  it  would  be 

ja«t  as  absurd  to  say  that  a  farmer  is  in  Debt  at  the  present  time 
for  the  Rent  be  has  agreed  to  paj  19  years  hence,  as  it  is  to  say 
that  a  merchant  is  in  Debt  at  the  present  time  for  Money  which 
he  has  only  agreed  to  pay  three  months  hence 

In  each  case  the  soccessive  payments  are  intended  and  meant 
by  both  parties  to  be  paid  out  of  the  Profits  which  are  to  be 
earned  in  the  interval 

The  importance  of  the  consideration  consists  in  this — It  is 
often  supposed  that  when  a  person  is  nnder  an  Obligation  to  pay  a 

enm  of  Money  at  a  futui*e  time,  the  amount  of  the  sum  to  be  paid 
in  future  is  to  be  subfmrM  from  his  present  Property :  or  that 
it  is  a  diminution  of  it ;  and  it  is  expressed  by  the  sign  MtnuSf 

or  — .  But  this  is  evidently  a  vital  error.  The  Debtor  s  Duty  to 
pay  has  do  present  effect  :  it  is  no  subtraction  from  his  present 
Property  :  it  is  a  mere  Memorandum  that  he  has  to  make 
an  exchange  at  aome  given  future  time 

Advaniaga  of  adopting  the  Conception  of  Economics 

as  the  Science  of  Exchanges  or  of  Commerce 

16,  We  now  see  the  advantage  of  adopting  and  firmly 

gEtfiping  the  conception  of  Economics  as  the  Science  of  Com- 
tneroe  or  Exchanges.  Because  all  the  phenomena  of  Credit, 
which  are  a  hopeless  puzzle  and  perplexity  while  it  is  treated  as 

the  *'  Productiou,  Distribution  and  Consumption  of  Wealth/* 
become  perfectly  clear  and  simple  when  it  is  understood  to  be  the 
Science  of  Commerce  or  Eichanges 

In  every  case  of  a  **  Loan "  of  Money,  or  a  Sale  of  Gooda 
'*on  Credit,"  a  Right  of  action  is  generated :  which  is  a  Saleable 
Commodity :  which  may  be  bought  and  sold  like  any  material 
chattel ;  and  it  has  Value,  because  it  will  be  paid  in  mouey. 
This  Ri^ht  of  action  may  be  exchanged  for  goods  exactly  like  a 
piece  of  money  any  number  of  times,  and  so  effect  any  number 
of  eiclianges :  until  it  is  paid  olT  and  extinguished  :  and  when  it 
is  80  it  is  another  exchank!:e 

And  it  may  be  sold  ami  exchangred  for  other  Rights  of  action ; 
aa  when  a  Bill  at  three  mouths  is  sold  to  a  banker  in  exchange 

IT  Z 
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his  Credit,  which  is  a  Right  of  action  payable  on  Demand, 
ebts  are  only  generated  by  Exchanges :  and  after  effecting  any 

number  of  Exchanges  they  are  only  extin^ished  by  Excliangea, 
Thus  the  whole  series  of  operations  consist  in  Exchanges* 
Debts,  as  we  have  orer  and  over  again  pointed  out,  are  a  spcciea 
of  mcrcliandise :  and  are  the  subject  of  the  most  colossal  com- 

merce in  modem  times.  While  they  exist  they  are  independent 
Quantities  as  much  as  any  other  chattels :  and  Economics  haa 

only  to  do  with  them  while  they  exist 

On  an  Erroneous  Idea  as  to  tJis  Nature  of  Credit 

16.  The  Three  Ambiguities  in  the  Theory  of  Credit  which 

we  explained  in  the  first  chapter  show  how  abstruse  and  compli- 
cated  the  sabject  is.  There  are  other  forms  of  error  respecting 

it  which  now  require  the  student's  attention 
It  has  been  asserted  that  Credit  adds  nothing  to  the  resources 

of  the  world,  because  it  is  neutralised  by  something  else 
Any  person  practioaUy  conversant  with  commerce,  and  seeing 

that  the  enormously  greater  jjortion  of  commercial  operations  are 
effected  by  means  of  Credit,  would  thiuk  it  strange  doctrine  that 
Credit  adds  nothing  to  the  resources  of  a  nation,  or  of  an  indi- 

vidual :  because  Credit  is  exactly  the  Purchasing  Power  which  an 
individual  or  a  nation  has  over  and  above  Monetf 

Some  writers,  however,  have  been  misled  by  a  very  manifest 
error 

Thus  Henry  Thornton,  an  able  man^  a  banker,  and  one  of  the 

authors  of  the  Bullion  Report,  says — **  Paper  constitutes,  it  is  true, 
an  article  on  the  Credit  side  of  some  men,  but  it  forms  an  exactly 
equal  item  on  the  Debit  side  of  the  books  of  others.  It  constitutes^ 

on  the  wliole,  neither  a  Debt  nor  a  Ci'edit " 
Bo  anotlier  eminent  Banker,  M.  Cernusehi,  says — "The  balance 
et  of  every  individual  contains  throo  accounts  :  existing  goods, 

Jredits,  and  Debts.  Bat  if  wts  collected  into  one  all  the  balance- 
^theetfi  of  every  one  in  the  world,  the  Debts  and  the  Gredita 
mutiiutly  neutralise  each  other,  and  there  romains  but  a  single 

ount :  exiHtincj  goods 

•*  The  totnhty  of  goods,  therefore,  forms  the  general  inventory. 
llicrc  is  the  fir«t  matter  of  exchange*  The  Debts  and  Credits  are 

Buliiiidiary  matters.    Debts  and  Oredita  are  reciprocalljr  tmoa* 
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mitted  as  goods  are  transmitted  :  bnt,  however  great  or  however 
fiiDuU  they  be,  and  through  whatever  hands  they  may  pass, 
Credits  for  some,  Debts  for  others,  they  add  nothing  to  and  take 

uothing  away  from  the  j^eneral  inventory  ** 
Tbe  argument  of  Thornton  and  Cernuschi  is  simply  this. 

Suppose  A  to  have  £100  in  ̂ loney,  and  also  a  three  months'  bill 
of  £50  on  B,  Suppose  B  to  have  £100  in  money,  but  at  the 
some  time  to  have  accepted  a  bill  of  £50  at  three  months  to  A, 

Then  A's  Property  would  be  stated  thus,  £100  +  £50  :  B*8 
property  would  he  stated  thus,  £100 — £50  :  now  the  argument 
of  these  writers  is  this — that  the  -h  £50  and  the  — £50  balance 
and  neutralise  each  other,  and  tlie  result  is  0  :  which  according 
to  them,  is  the  same  thing  as  saying  that  these  quantities  do  not 
eiist  at  aU 

This  view  might  perhaps  seem  at  Erst  sight  somewhat  epecions^ 
bnt  a  very  little  reflection  will  show  that  it  is  erroneous 

It  alleges  that  if  there  are  two  equal  and  opposite  Quantities 

in  eristence  at  any  instant  which  neutralise  each  other's  effects, 
and  the  result  is  0,  that  is  the  same  thing  as  saying  that  these 
two  Qaanttties  have  no  existence 

Suppose  that  there  are  two  equal  and  opposite  forces  aoting 

on  a  particle  at  any  time :  they  neutriilise  each  other*8  effect :  but 
it  would  be  highly  erroneous  to  say  that  for  that  reason  they  do 
not  exist  at  all 

Suppose  that  the  Government  on  a  division  has  345  supporters 
and  800  opponents :  the  300  members  on  each  side  neutralise  each 
other  :  and  the  result  is  that  the  force  of  the  Government  is  45  : 

bnt  that  is  a  very  different  thing  from  saying  that  the  COO  mem- 
bers do  not  exist  at  all 

Hence,  even  il'  it  were  true  that  these  equal  and  opposite 
Quantities  neutralised  each  other,  it  would  be  erroneous  to  say 
that  that  is  the  same  thing  as  if  they  did  not  exist  at  all 

We  have  already  pointed  out  that  in  the  case  of  Obligations 
not  yet  due,  while  the  Credit,  or  Right  of  action  of  the  Creditor, 
Ifl  an  existent  Quantity,  and  may  be  bought  and  sold  like  Money 
or  any  other  chattel,  the  Duty  to  pay,  or  Debt,  of  the  Debtor  does 
not  come  into  existence  until  the  Credit  has  expired  and  the  timo 
of  payment  has  come.  Ileuce  in  this  case  there  is  no  question  of 
one  Quantity  neutralising  the  other 
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Bat  even  in  the  c^e  of  the  Debt  bein^  payable  on  demand, 

and  therefore  actually  existing,  the  Creditor's  Right  of  action  is  a 
separate  Quantity^  until  it  is  paid  oif  and  extinguished  ;  and  the 
Debt  18  also  extinguiahed  at  the  same  time  :  so  that  they  are  both 
extingnifihed  together.  But  until  this  is  done  the  Debtor  has  the 
full  right  to  part  with  or  pay  away  any  money  in  his  possession 

The  fact  is  that  a  person's  Credit,  as  we  have  already  explained, 
is  the  Purchasing  Power  of  his  Character  over  and  above  the 
Money  he  has :  and  as  it  is  now  agreed  by  EconomistB  that  any 
thing  which  is  Purchasing  Power  is  Wealth,  it  follows 
that  Credit  is  Wealth  over  and  above  and  additional  to  Money ; 

and  every  one  knows  that  a  Merchant's  Credit  jirreatly  exceeds  his 
Money ;  and  that  immensely  the  greater  portion  of  commerce  is 
carried  on  by  Credit,  and  not  by  Money 

On  the  Error  made  hj  some  Mathematkuim  in  terming 
Debts  Negative  Quantities 

17.  We  have  now  to  commence  a  new  and  most  interesting 
branch  of  the  Theory  of  Credit 

For  a  century  and  a  half  since  the  days  of  Maclaarin;  mathe- 
maticians have  been  in  the  habit  of  giving  Debts  as  an  example 

of  *'  Negative  "  Quantities.  But  they  have  entirely  failed  in 
giving  a  Balisfactory  explanation  of  tbe  meaning  of  the  term 

**  Negative  *'  as  applied  to  Debte 

The  explanation  usually  given  is  this — A  man's  Property  may 
be  considered  as  Positive,  and  his  Debts  as  Negative  :  subtract 
his  Debts  from  his  Property,  and  the  remainder,  if  any,  is  hia 
Capital.  And  as  the  national  Capital  is  the  aggregate  Capital  of 
all  the  individuals  in  it,  according  to  this  doctnue,  in  order  to 
find  the  fjnantity  of  Property  in  the  country,  all  the  flnuting 
Debts  in  it  would  have  to  be  subtracted  from  all  the  Property  in 
it^  and  the  i^mainder  would  be  the  amount  of  national  Capital 

So  Peacock,  the  distinguished  Algebraist,  says — *'  If  profttTty 
possessed  or  due,  could  be  denoted  by  a  number  or  symbol  with  a 
positive  sign,  a  debt  would  be  indicated  by  a  number,  or  symbol, 
with  a  negative  sign,  or  conversely :  such  aflections  of  property 

ure  oom^ctly  symbolised  by  the  signs    +  ̂ od  — :  since  tbejr 
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ossess  the  inverse  relation  to  each  other,  which  these  signs 
leqniie :  for  if  to  a  person  A  tljcre  be  given  a  certain  property  or 
sum  of  money  with,  or  adtkd  to,  a  debt  of  eqaal  amoimti  bis 

wealth,  or  property,  remaius  the  same  b&  before  " 
Now,  in  a  certain  sense,  these  modes  of  statement  have  a 

aemblanoe  of  truth.  If  a  man  wore  going  to  retire  from  bosineas 
he  would  call  in  and  discharge  his  liabilities ;  and  the  remainder, 
if  any^  would  be  his  fortune 

But  such  a  mode  of  statement  is  quite  unsuitable  for  Econo- 
mics. Debts  are  a  species  of  Proi>erty  of  the  most  colossal 

magnitude,  and  are  the  subject  of  the  most  gigantic  commerce. 
So  long  as  they  exist  they  are  Economic  Quantities :  and  Elco- 
comics  has  only  to  do  with  them  while  they  exist,  and  are  the 
subject  of  commerce.  These  Credits,  or  Debts,  in  their  Tarious 
forms,  are  a  Property,  second  only  in  magnitude  to  the  land  itself : 
and  what  are  they  to  be  subtracted  from  ? 

Two  Algebraists  of  the  highest  eminence  have  attempted  to 
explain  the  application  of  the  Negative  Sign  to  the  Theory  of 
Credit,  or  Debts,  and  we  shall  now  show  that  they  have  both  fallen 
into  error 

Enlersays — "The  manner  in  which  we  calculate  a  person's 
property  is  an  apt  Olnatration  of  what  has  just  been  said.  We 
denote  what  a  man  really  possesses  by  Positive  numbers,  using  or 
understanding  the  sign  +  :  whereas  his  Debts  are  represented  by 

Negative  Numbers,  or  by  using  the  sign — .  Thus,  when  it  is 
said  of  any  one  that  he  has  100  crowns,  but  owes  50,  this  means 

that  his  real  possessions  amount  to  100  —  50,  that  is  to  say,  50 
crowns 

"  As  negative  numbers  may  be  considered  as  Debts,  because 
Positive  numbers  represent  real  possessions,  we  may  say  that 
Negative  numbers  are  less  than  nothing*  Thus,  when  a  man  has 
nothing  in  the  world  and  owes  50  crowns^  it  is  certain  that  he  has 
50  crowns  less  than  nothing  :  for  if  any  one  were  to  make  him  a 
present  of  50  crowns  to  pay  his  Debts,  he  would  still  be  at  point 

0  though  really  richer  than  before  " 
It  is  quite  easy  to  show  that  the  first  paragraph  is  not  a 

suitable  mode  of  stating  the  question  in  Economics,  For  suppose 

that  a  person  has  100  crowns  and  is  bound  to  pay  50  ei'owna  a 
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year  hence ;  then  it  is  true  that  his  Property  might  be  stated  aa 
100  —  50:  but  it  woold  be  quite  inaccorate  to  say  that  hia 
Property  is  only  50  crowna.  Becaose  he  has  100  crowns,  which 
he  may  trade  with  and  dispoee  of  in  any  way  he  pleas<»  in  the 
meantime  :  and  he  is  only  bound  to  have  50  crowns  at  the  end  of 
the  year  to  discharge  his  Debt 

But  the  owner  of  the  Debt  may  put  it  into  circulation :  and 
it  may  be  bought  and  sold,  or  exchanged  any  number  of  times, 
and  produce  all  the  effects  of  Money  until  it  is  paid  off.  So  there 
may  be  the  100  crowns  and  the  Debt,  or  the  Right  to  Demimd 
the  50  crowns^  circulating  simultaneouely  in  commerce 

Nevertheleas,  the  Debtor's  Property  would  be  correctly  stated 
as  100  —  50  crowns.  Hence,  it  is  quite  clear  that  the  50  crowns 
are  not  to  be  subtracted  from  his  j^eieni  Property.  Now,  by  the 
Law  of  Continuity f  this  same  principle  must  be  true  if  we  diminish 
the  period  of  payment  gradually  from  one  year  by  small  gradations 
of  a  day  at  a  time,  till  we  reduce  it  to  0,  or  make  the  Debt  pay- 

able on  Demand.  The  fact  is,  the  e]q>resgion  is  to  be  read  in  this 
way  :  he  possesses  100  crowns,  cmpkd  with  the  Duty  to  pay 
50  crowns  at  some  given  time 

So  in  the  second  paragraph,  when  the  Debtor  posseeses  0 
orowns  and  owes  50  crowns,  he  is  said  to  have  50  crowns  less  than 
nothing.  This  clearly  means  that  he  has  the  Duty  to  pay 
50  crowns :  and  has  nothing  to  pay  them  with.  Now  suppose  that 
being  in  such  a  position,  as  Eulcr  says,  some  one  makes  him  a 
present  of  50  crowna  to  pay  his  Debt  with  ;  then  he  is  clearly  50 
crowns  richer  than  he  was  before  ;  and  yet  his  Property  is  now 

only  «3  0  :  this  is  aa  example  that  +  x  +  gives  -f 
Thos  Euler  is  right  so  far  as  he  goes :  but  he  has  stated 

only  half  of  the  case.  Because  there  is  another  combination  of 

Algebraical  e}'mbols  which  gives  +,  namuly  —  X  — :  and  there 
is  another  mode  in  commerce  of  arriving  at  the  same  practical 
result 

Suppose  that  his  Creditor  Beleases  him  from  his  Debt : 
then  liis  Property  would  also  -»  0 :  and,  as  in  the  former  case,  he 
would  be  60  crowns  richer  than  before.  Now,  if  crowns  are  +, 
and  to  Give  is  also  +  :  then  a  Debt  is  ~* ,  and  to  Belease  or 
Take  away  is  also  — :  consequently  to  Give  Money  is 
reprti^eutcd  by  +   x   +  :  and  to  Beleaae  a  Debt  wiii  ba 



EBROlt  OF  ALOEBBAI&TS 185 

represented  by  —  x  — ;  and  the  position  of  the  Debtor  mil  be 
exactly  the  some  after  each  operation 

Hence,  to  Release  a  Debtor  frum  the  Duty  to  pay  Money  is 
exactly  equivalent  to  makini^  him  a  Gift  of  Money.  This  shows 

that  the  lEi^lease  ( — )  of  a  Debt  ( — )  is  exactly  equivalent  to  tho 
Gift  (+)  of  Money  (-f):  or  that  in  Commercial  Algebra 
—  X  —  »— +  X  +,asin  Common  Algebra  :  an  example  of  the 
Ftrmamncd  of  Equivalent  Forms :  a  principle  of  the  moat  momen- 

tous consequence  in  modem  commerce 

18.  Peacock,  Dean  of  Ely,  to  whom  Algebraical  Science  is  so 
much  indebted,  has  equally  fiiiled  to  give  a  correct  interpretation 
of  the  term  Negative,  as  applied  to  Debts 

He  says — '*A  Merchant  poBscsscs  a  pounds  and  owes  b  pounds : 
bis  Bobstance  is  therefore  a —  b:  when  a  is  greater  than  b 

But  since  a  and  b  may  possess  cvevy  relation  of  value,  we  may 

replace  ̂   by  a  ̂ —  c^  or  a  +  c:  according  as  a  is  greater  or  leflB 
than  b:  in  the  first  ca^  we  get 

a—i^a  —  (a  —  e)  =  c 
and  in  the  second — 

a  —  h^a—  (a  •\'  c)  =  —  c 

**  If  c  therefore  expresses  his  substance  or  Property  when  sol- 
vent, ^e  will  express  the  amount  of  his  Debts  when  imolveni : 

and  if  from  the  use  of  +  and  —  aa  signs  of  affection,  or  quality, 
in  this  case,  we  pass  to  their  use  as  signs  of  operation,  then,  in* 
asmoch  ajs 

a+  ( — c)=«a— c,  and  a — ( — e)*«a  +  <r, 
it  will  follow  that  the  addition  of  a  Debt  ( — c)  is  equivalent  to  the 
subtraction  of  Property,  f,  of  an  equivalent  amount,  and  the 
subtraction  of  a  Debt  ( — e)  is  equivalent  to  the  addUion  of 
Property,  c,  of  an  equal  amount :  and  it  consequently  appears 
that  the  subtniction  of  a  Debt,  in  the  lauguage  of  6ymlx>lic-al 
Algebra,  is  not  iU  Obliteration  or  Removali  hut  the  change 
of  its  affection  or  character  from  Monet/  or  Proper ti/  owed  U 

Money  or  Property  possessed" Here  we  observe  that  Peacock  arrives  at  the  couelosion  that 

the  subtractioij  of  a  Debt  is  equivalent  to  the  addition  of 
Property :  exactly  as  we  have  seen  above :  but  his  method  of 
arnving  at  Ute  result  is  erroneous ;  becauj»3  ha  forms  the  same  idea 
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of  a  Debt  that  Euler  does :  namely,  it  is  Money  in  the  possession 
of  the  Debtor  owed  and  pledged  to  the  Creditor,  and  therefore 
affected  with  Negative  Sign :  and  that  the  Ilele4ise  of  a  Debt  iB 
the  change  of  the  sign  of  affection  of  Money  owed  into  Money 

pofiBessed 
Now  this  is  exactly  the  same  error  as  Euler  has  fallen  into  i 

and  is  exactly  the  error  which  we  have  already  shown  is  so  care- 
fully provided  against  in  the  Digest,  and  by  Pothier,  Austin,  and 

many  other  Jurists 
If  these  distinguished  mathematiciana  had  reflected,  they 

would  have  seen  that  their  interpretation  could  not  be  correct. 

Because  the  signs  +  and  —  always  refer  to  similar  Quantities, 

but  of  opposite  Qualities.  Now  the  Creditor's  Eight  is  +,  and 
-the  inverse  of  a  simple  Right  cannot  be  a  simple  quantity  of 

^Money  ;  it  most  be  Bomethiog  which  is  the  Inverse  of  a  Right : 
and  the  Inverse  of  a  Bight  is  a  Duty.  Besides,  releasing  an 
insolveat  Debtor  from  a  Debt  does  not  put  him  in  possession  of 
any  actual  Money :  it  is  only  equivalent  to  it  :  bat  not  identical 
with  it 

The  fact  is  that  the  Debt  is  not  Money  in  the  possession  of 
the  Debtor,  owed  or  pledged  to  the  Creditor :  but  the  abstract 
Duty  to  pay  Money  :  and  the  Negative  Sign  denotes  the 
CancelliBg  of  the  Duty^  ot  Beleasing  the  Debtor  from 
the  Duty  to  pay 

Hence  the  result  is  not  prodaced  in  the  way  in  which  Peacock 
says  it  is  :  bat  exactly  in  the  way  he  says  it  is  not 

On  the  Applicaiion  of  the  Theory  of  Algebraical  Signs 
to  Economics 

19.  The  perplexities  of  the  Theory  of  Credit,  which  have 
baffled  all  the  the  Economists  in  the  world  to  explain,  can  ouly 
be  nnraveled  by  the  great  modern  doctrine  of  the  Separation 
of  the  Signs  of  Affection  or  Distinction  and  Operation 

As  the  introducLion  of  this  great  Doctrine  into  Economics  is 
perfectly   novel,  we  shall  have  to  treat  of  it  somewhat  fiilly : 

daily  aa  there  may  be  students  of  Economica  who  arc  not 

^tery  familiar  with  it  in  other  sciences 
It  i&  a  r^^markable  example  of  the  almost  universal  truth  that 
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practice  has  always  preceded  theory,  ilmi  eveu  the  Practice  of 
Science  long  preceded  the  Theory  of  Science.  Thus  from  the 

days  of  Diophautua  it  was  perfectly  well  uaderfttood  as  aa  empiri- 
cal role  in  Aljrebra  that  —  x  —  g^ives  + 
Sixteen  hundred  years  ago  Dio[»hantns  said — 

"XcT^tf  €7ri  ku\lriv  TroXkaiFkaa-taa-B^lara  iroul  vwapiiv** 

"  Defect  innUipUed  into  Defect  gives  Existence/* 
which  is  expressed  in  couimou  language  as  two  Negaiivtg 
make  an  Affirmalive 

When  the  great  pioneers  of  Algebra  iu  modem  times,  Harriot, 
Fermat,  Vieta,  Des  Cartes,  Cardan,  Tartaglia,  traoilated  their 
rensouings  into  general  symbols,  they  found  that  they  had  created 
a  machine  whose  working  they  were  unable  fully  to  understand. 
Tiicy  found  among  other  things  that  many  problems  pro- 
dnced  Negative  answers.  Unable  at  first  to  apprehend  the 
meaning  of  Negative  answers,  they  believed  that  they  had  no 
real  meaning :  and  they  called  Positive  Boots  trae  {vera  radices) 
and  Negative  Roots  fciiiious  [ficlm  radices) 

In  the  progress  of  Natural  Pliilosophy  the  Negative  Sign  wa* 
used  to  a  vast  variety  of  Qnantities  :  but  no  general  Theory  of 
Signs  was  devised,  and  the  progress  of  Mathematics  was  much 

impeded  by  the  want  of  the  generalisation.  The  rule  that  —  x 
—  gives  -h  was  universally  adopted  in  practice,  because  no  other 
produced  right  results.  But  AJgebraists  were  wholly  nuuble  to 
eiplain  it :  it  was  wholly  unknown  to  Newton :  and  when  he 
tried  to  espldu  it,  the  great  Euler  babbled  like  a  child 

Even  so  late  as  1813,  a  distinguished  mathematician  at  Cam- 
bridge denied  the  existence  and  ridiculed  the  idea  of  there  being 

any  such  tilings  as  **  Negative  ''  Quantities 
Many  c-cnturies  ago,  at  least  about  1100  A,D,,  the  Hindoo 

Algebraists  had  made  considerable  advances  in  explaining  the 
Theory  of  Signs :  but  nothing  was  done  in  Europe  until  nearly 
the  close  of  the  la^t  century.  Since  then  a  new  spirit  of  philoso- 

phy has  been  breathed  into  the  old  science:  and  a  number  of 
distinguisbed  Algebraists,  Arbogast,  Argand,  Bu<^,  Armand, 
Camot,  Warren,  Peacock,  Dc  Morgan,  and  others,  have  com- 

pletely established  the  Theory  of  SiglU :  and  their  labours 
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have  reanltcd  in  the  Doctnne  of  the  Separation  of  the  Sigmi 
of  Affection  or  Distinction  and  Operation 

In  moat  of  the  oommon  books  on  Algebra  we,  are  told  that 
the  sign  +  means  addition,  and  the  sign  —  means  snbtraction 

We  are  also  told  that  +  x  +  gives  +  :  and  that  —  x  — 
also  gives  +  :  a  doctrine  which,  without  farther  explanation,  is 
rimply  an  inscrutable  mystery,  not  to  say  an  absurdity 

Writers  who  are  not  versed  in  Natural  Philosophy  have  no 
conception  of  the  signs  +  and  —  meaning  anything  bnt  addi- 

tion and  subtniction.  It  is  no  doubt  perfectly  true  that  in  Bome 
ipies  they  have  that  meaning :  but  that  is  only  one  of  their 
meanings.  But  every  one  who  hm  any  knowledge  of  Natural 
Philosophy  knows  perfectly  well  that  they  have  in  reality  an 
immense  variety  of  meanings,  according  to  the  particular  circnm- 
BtancGs  out  of  which  they  arise  :  or  die  body  of  facta  to  which 
they  relate  :  and  that  it  is  wholly  impossible  to  determine  their 
meaning  until  we  know  the  particular  circumstances  under  which 
they  occur 

We  must  now  expkin  the  general  use  of  these  signs  in 
Natural  Philosophy,  aud  show  how  they  may  be  applied  by  analogy 
to  the  paiticular  facts  of  Ecouomica 

All  Sciences  deal  with  Quantities  and  Operations 

20,  In  order  to  explain  the  matter  in  the  simplest  way 
possible  it  may  be  said  that  all  Sciences  deal  with  Quantities 
uml  Operations :  aud  that  tliroughout  all  Nature  there  is 
Opposition  or  Contrariety  or  Inverseness  —  both 
Opposition  or  Contrariety  of  Quality,  and  Opposition  or  Con- 

trariety of  Operation 
Quantities  that  are  endowed  with  Opposite  or  Inverse 

Qualities  are  univeri^ally  distinguished  in  Mathematics  and 
Naturnl  l*liilosophy  by  the  Signs  +  and  — 

Theue  Sijjns  so  used  in  Natural  Philosophy  to  denote  Opposite 

or  Inverse  ̂ »  "  *  lu  Quantities  of  a  similar  nature,  no  matter 
what  i\m\  11  It  or  Inverseness  may  consist  in,  are  usually 
teruKMl  Signs  oi  Affection  or  Position :  or  wo  may  witli 
«^qual  i>rnpriety,  term  them  Signs  of  Distinction 
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Bnt  also  Opposite  or  Inverse  Operations  may  be 
performed  on  tliese  Quantities  endowed  with  Opposite  or 
Inverse  Qualities :  and  these  Operations  of  Opposite, 
IiiTerse,  or  Contrary  natures  are  also  designated  by  the  sarae 

Signs  +  and  — ■*  And  any  Operatione  whatever  of  an  Opposite^ 
Contrary,  or  Inverse  Nature,  no  matter  what  the  Opposition, 
Contrariety  or  Inven^ness  may  consist  in,  may  be  denoted  by 
these  signs 

They  are  then  termed  Signs  of  Operation 

So  in  every  new  body  of  facts  which  are  brought  under 

Bciontiiic  control :  and  in  every  now  science  w^hatever,  Opposi- 
tion or  Contrariety  or  Inverseness  is  sure  to  appear : 

and  consequently  the  Signs  +  and  —  receive  new  applications  of 
meaning  in  every  new  science;  and  it  is  quite  impnssible  to 
determine  their  meaning,  unless  we  know  the  Quantities  they 
refer  to,  and  the  Operations  they  denote 

As  each  one  of  the  Physical  Sciences  has  been  brought 
in  sncoession  under  the  control  of  Mathematics,  these  Signs 
have  received  new  meanings  according  to  the  Quantities  and 
Operations  they  denote.  Consequeutlj  they  have  already  received 
an  immense  variety  of  meanings:  nnd  they  will  receive  new 
applications  of  meaning  according  as  every  new  body  of  facta  is 
brought  under  scientific  control :  and  we  have  now  to  investigate 
and  determine  what  is  their  tnie  meaning  and  application  in  the 
body  of  facta  which  we  denominate  the  Science  of  Economics 

And  the  Combination  of  these  Opposite  Signs,  denoting 
Opposite  or  Contrary  Qualities  with  the  same  signs 
denoting  Opposite  or  Inverse  Operations  performeil  upon 
them :  that  is,  the  Combination  of  the  Signs  of  Distinc* 
tion  with  the  Signs  ol  Operation,  gives  rise  to  the  well 

known  Algebraical  iiules 
+   X  +  gives  + 

+   X  —     „     — 
—  X  —     „     4- 

—  X   +      „     — 

These  Laws,  which  are  universally  applicable    in    Natural 
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Philosophj,  are  equally  applicable  in  Economics :  and  among 
other  things  are  alone  capable,  by  a  due  adaptation  of  their 
general  meaning  to  the  particular  facte  of  Economics,  of  girin^ 
the  complete  solution  of  the  Theory  of  Crediti  which  has 
hitherto  been  the  opprobrium  of  the  science 

There  are  Ecouomic  Quantities  of  Inverse  or  Opposite 
Qualities  or  Properties :  and  therefore  foUowitig  the 
strictest  analogy  of  Physical  Science,  we  shall  distinguish  them 
by  Opposite  Signs*  And  also  Opposite  Operations 
may  be  perfonued  on  these  Opposite  Qujiutities  :  briuj^dug  into 

play  the  well  known  Algebraical  Eulea ;  which  will  lead  to  con- 
sequences which  may  surprise  some  students 

EutumpUs  of  the  AJgehraical  Signs  applied  h  Quantities 

21,  We  will  now  give  some  examples  of  the  Signs  +  and  — 
applied  to  Quantities  of  a  similar  nature,  but  of  Opposite 
Qualities  ;  to  furuish  us  with  analogies  to  guide  us  to  their 
application  in  Economics 

If  w^e  take  the  meridian  of  Greenwich  as  0,  degrees  of 
Longitude  East  and  West  of  Greenwich  are  Opposite  to  each 
other:  if  therefore  the  ones  are  called  -f,  the  others 
may  be  called  — ,  So  also  taking  the  Equator  as  0,  degrees  of 
North  and  South  Latitude  are  Opposite  to  each  other :  and  if  the 

ones  be  denoted  by  +,  the  others  will  l)e  denoted  by  — 
So  in  Algebraical  Geometry  in  which  it  is  oecessary  to  fix  the 

position  of  the  lines,  if  any  given  fixed  point  be  taken,  lines 
drawn  in  Opposite  directions  from  it,  either  to  the  Right  or  t«  tlie 

Left :  or  Upward  or  Downwai'd  from  it ;  are  distinguished  by  the 

Signs  +  and  — So  if  a  line  revolving  in  one  direction  be  denoted  by  +» then 

when  it  revolves  in  the  Opposite  dii-ection,  it  is  denoted  by  — 
U  two  Mechanical  Forces  act  in  Opposite  directions  they  are 

distinguished  by  the  Opposite  Signs  +  and  — 
If  1  be  multiplied  by  powers  of  a,  the  results  are  termed 

3Positive  powers  of  a  :  if  I  be  divided  by  powers  of  a,  the 
results  are  termed  Negative  powers  of  a 

In  modern  Kinematics  an  accelerating  Force  is  one  which 
eatises  a  body  to  change  its  Hate  of  Velocity  :  if  it  Incnases  the 



SIGHS  APPLIED  TO  QUANTITIES 

191 

Bate  of  Velocity  it  is  teriried  Positive:  if  it  DinUrmlieg  the 
Bate  of  Velocity,  it  is  termed  Negative 

In  errors  of  observing:  phenomena,  if  the  Error  is  Greater  than 
the  reality  it  is  termed  Positive ;  if  it  is  Less  than  the  reality 
it  is  termed  Negative 

In  the  Mercantile  papers*  it  is  nsnal  to  compare  the  weekly 
results  of  the  railway  trattic  with  the  results  of  the  corresponding 
weeks  of  the  preceding  year :  if  the  results  of  the  present  year 

9XC89d  last  year's,  the  Difference  is  denoted  by  + :  if  they  faU 
shcri,  the  Difference  is  denoted  by  — 

A  curious  instance  of  this  principle  may  l>e  cited  from  steam 
navigation.  Owing  to  the  resistance  of  the  water,  the  paddles  or 
the  screw  of  a  steamer  do  not  in  general  propel  the  vessel  through 
the  water  so  fast  as  they  would  do  if  there  were  no  resistance. 
This  IjOSS  of  speed  is  termed  the  Slip*  But  in  the  case  of  the 
screw,  by  giving  the  stern  of  the  vessel  a  particular  shape,  the 
paradoxical  result  may  be  obtained,  that  it  may  he  made  to  go 
throogh  the  water  Fader  than  it  would  do  if  the  screw  were 
forking  in  a  solid.  In  this  case  the  difference  between  the 
theoretical  and  the  actual  speed  is  a  Gain  instead  of  a  Loss : 
and  the  Gain  is  termed  the  Negative  Slip 

Now  this  idea  of  Opposition  is  applied  to  a  continuous  line  : 
or  to  Motion  in  a  continuous  line.  If  any  point  be  taken  as  0. 
then  the  part  of  the  line  or  one  side  may  be  denoted  by  +,  and 

the  part  on  the  other  side  by  — 
Thus  in  a  thermometer  some  fixed  point,  as  the  freezing  point, 

is  taken  as  0  ;  and  degrees  above  that  are  termed  di^reee  of 
Heat,  and  distinguished  by  -f  :  degrees  below  the  0,  are  termed 
degrees  of  Frost  and  distinguished  by  — 

Now  suppose  that  the  mercury  rises  from  lO''  of  Frost  to  15®  of 
Heat,  to  find  the  total  number  of  degre<*s  passed  over,  the  degrees 
on  loth  sides  of  0  must  be  added  together.  That  is  the  Negative 
degrees  must  be  added  to  the  Positive  ones :  and  not  subtracted 
from  them 

In  Natural  Philosophy  Time  is  consf  lered  as  Motion  in  a 
continuous  line.  If  therefore  any  point  in  Time  be  fixed  on  and 
denoted  by  0»  then  Time  on  Opposite  sides  of  this  point  will 
be  dftH*ted  by  0[j[)osite  Signs.  If  Time  before  this  epoch  be 
denoted  by  +,  then  Time  after  this  epoch  will  be  denoted  by 
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— :  and  the  successive  mtervals  of  Time  whether  years,  monthflp 
weeks,  days  or  hours,  will  be  d^uotod  thus— 

....  +e,+5,+4,+3,+2,  +  l,  0  —  1,^2,— 3,— 4,-5,— e   

If  the  birth  of  Chrisf  be  taken  as  the  era,  or  0.  then  yeaiB 
If/ore  Ciirist  will  be  Positive :  and  years  after  Christ  will  be 
Negative.  To  find  the  total  number  of  years  from  the 
foundation  of  Eome  to  the  present  time  we  must  add  +  75^ 

and  —  1888  together  :  or  263G  years  altogether 
We  might  multiply  examples  of  the  meaoing  of  the  signs  + 

and  —  in  the  various  sciences  to  an  immense  extent ;  but  that 
would  be  superfluous  :  we  have  given  a  sufficient  number  to  ex- 

plain the  general  principle 
In  short,  in  the  most  general  terms  take  any  Quantity,  what- 

ever it  maybe:  and  then  take  its  Opposite,  Contrary,  or 
Inverse  :  then  if  one  of  these  is  distinguished  by  +>  then  tho 

other  is  distinguished  as  — 
Thus  Up  and  Down ;  Right  and  Left ;  Before  and  Behind : 

Before  and  After :  Time  Past  and  Time  Future :  Above  and 

Below  I  Yes  and  No  ;  Supporters  and  Opponents  :  Face  to  Pace  : 
Back  to  Back :  Erect  and  Inverse :  Concave  and  Convex : 

Sympathy  and  Antipathy :  Virtues  and  Vices  :  Rewards  and 
Punishments :  RigMs  and  Duties:  Active  and  Passive: 
and  ioniimerable  other  things:  are  all  Opposite,  Contrary^ 
or  Inverse  to  each  other  :  and  may  ail  be  distinguished  by  the 

Signs  +  and  — 

Examples  of  the  Algebraical  Sigm  applied  io  Operations 

22.  The  same  Signs  H-  and  —  are  also  applied  to  any 
Operations  of  an  Opposite,    Contrary,  or  Inverse 
Nature ;  no  matter  what  the  Oppoaitioo,  Contrariety,  or  InTerse- 
ness^  may  consist  in 

Thus  to  Add  and  to  Subtract :  to  Pay  and  to  Receive  :  to  go 
Forward  and  to  go  Backwards  :  to  Do  and  to  Undo  :  to  Build  up 
and  to  Pall  down  :  and  innumerable  Operations  of  a  Contrary 

or  Inverse  Natur<:»  are  all  distinguished  by  the  Signs  +  and  — 
And  as  in  the  most  general  terms  possible,  any  Opcnitions 
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of  an  Opposite,  or  Contrary,  or  Inverse  natore  are  dia- 
tingaiflhed  bj  the  Signs  +  nod  -^:  to  Create,  or  to  cn\]  into 
existence  out  of  the  Absolute  Nothing,  and  to  Cancel, 
Annihilate,  or  to  Decreate  into  the  Absolute  Nothing, 
are  Operations  of  Opposite,  Contrary,  or  Inverse 
Natures  :  consequently,  if  to  Create  out  of  the  Absolute 
Nothing  V)e  denoted  by  the  Positive  Sign  +,  then  to 
Cancel,  Annihilate,  or  Decreate  into  the  Absolute 
Nothing  will  be  denoted  by  the  Negative  Sigu  — 

The  Terms  Positive  and  Negative  are  aha  mad  by  Jurists 
h  denok  Opposition 

83.  The  terras  Positive  and  Negative  are  alflo  yery  com- 
monly used  by  Jurists  as  woll  as  by  Muthematiciaua  to  denote 

Opposition 
Thus  Ortolan  uses  the  terms  Positive  Eights  and  Negative 

Bights  to  denote  Right  to  Acts  and  Rights  to  Forbearances 
Jarists  class  Servitudes  as  Poaitive  and  Negative  :  or  those 

which  consist  in  the  Right  to  Use  the  given  subject  in  a  given 
manner :  and  those  which  consist  in  the  Right  to  a  Forhearatice  on 
the  part  of  the  owner  from  using  the  subject  in  a  given  manner 

Ortolan  calls  the  Omission  or  Refusal  on  the  part  of  a  man 
to  act  or  do  something  a  Negative  Fact 

So  Austin  speaks  of  Positive  and  Negative  Wrongs  :  or 
Wrongs  of  ciwnmission  and  (?missiou 

So  a  Negative  Virtue  is  the  absence  of  a  vic-e.  Professor 

Stubbs  says  of  Edward  IL — **  His  faults  are  quite  as  much 
Negative  as  Positive :  his  character  is  not  so  much  vicious 

as  devoid  of  virtue  " 
In  Parliiimentary  language  a  Bill  which  is  thrown  out  is  said 

to  pass  in  the  Negative 
In  its  relation  to  a  Right  a  Duty  is  Negative ;  but  Dutica 

themselvet  arc  termed  Positive  and  Negative :  as  there  is  the  Duty 
to  do  something  and  the  Duty  to  abstain  from  doing  something* 
Thus  we  have,  as  it  were,  a  Negative  sign  within  a  Negative 
Sign:  which  we  shad  hereailer  find  to  be  also  the  case  iu 
Ecauomica 

80  Active  and  Passive  are  distingnished  as  Positi?e  and 
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Negatire  :  and  Bights  and  Duties  are  fieqoenfcly  termed  Active 
Bights  and  Passive  Bights 

Arguing,  then,  from  these  analogies,  we  are  qnite  at  libeitj  in 
Economics  to  applj  the  terms  Positive  and  Negative  to  anj 
Quantities  and  Operations  whatever  of  an  Opposite 
Inverse,  or  Contrary  natnre 

Thus,  if  the  Right  to  Demand  £100  be  denoted  hj  (+£100)» 
then  the  Duly  to  pay  £100  will  be  denoted  by  ( — £100);  without 
any  reference  to  any  spccUic  £100  in  cash 

Example  of  the  Application  of  the  Positive  and  Negative 
Signs  to  Time 

24.  We  shall  now  give  an  example  of  the  Application  of 
the  Signs  +  and  —  to  Time,  which  is  of  supreme  importance 
in  elucidating  the  Theory  of  Credit 

Suppose  this  question  were  asked — 

A  father's  age  is  40,  and  his  eon's  15;  whefi  was  thefaiher 
twice  the  age  of  his  son  f 

Ijet  X  be  the  number  of  years  before  the  present  time  when  the 
father  was  twice  the  age  of  his  son 

Then  40  —  a;  —  2  (15  —  «) 
or  4  — —10 

What  does  this  Negative  answer  mean  ? 
It  means  that  the  father  never  was  twice  the  age  of  his  son 

in  Time  past^  which  is  taken  as  Positive  in  the  question :  the 
O[)och  or  event  of  his  being  twice  the  age  of  his  son  is  to  be 
found  in  Time  opposite  to  th^past :  that  is  in  Time  ftiture. 
Ho  was  not  twice  the  age  of  his  son  ten  years  ago :  but  he 
will  be  twice  as  old  as  his  son  ten  years  hence :  as  is  very  clear : 
becauHO  in  ten  yeara  the  father  will  be  50  and  the  son  25 

Hence  if  any  event  which  has  happened  in  Time  past  is 
Positive :  the  sume  event  if  it  is  to  hapi)en  in  Time  ftiture 
is  Negative 

Thus  if  a  Product  or  Profit  which  has  been  realised  in  Time 
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past  19  distin^^uished  tts  Positive:  then  a  Product  or  Profit 

which  is  to  be  produix'd  iu  TiJiio  future  i.s  Negative 
Hence  if  any  Economic  Quantity,  or  Capital,  of  any  form 

what-ever  produces  Profits  in  a  continuous  series:  the  Profits 
-which  fiave  htm  produced  in  Time  past  are  Positive;  and  the 
Profits  which  are  to  bfi  produced  in  Time  future  are  Negative 

And,  consequently,  the  Bight  to  the  Profits  already  realised 

in  the  past  may  be  distinguished  by  the  sign  -J-,  and  termed 
Positive :  and  the  Bight  to  the  Profits  which  ars  io  h  pro- 

duced in  Time  future  may  be  distinguished  by  the  sign  — ,  and 
termed  Negative 

And  the  total  Value  of  the  Economic  Quantity,  or  the  Capital, 
oomprehenda  both  the  Right  to  the  profits  already  realist  in 
the  pafit  and  also  the  Ul^hi  to  the  Profits  to  be  produced  in  the 
future  :  or  both  the  Positive  Bight  and  the  Negative 
Bight 

The  Theory  of  ihs  Value  of  Land 

26<  Having  now  cleared  away  various  misconceptions  which 
have  obscured  the  true  understanding  of  the  Theory  of  Credit 
and  eiplatned  the  general  principles  of  the  use  of  the  Algebraical 
Signs  in  the  various  sciences:  we  are  now  in  a  condition  to 
perceive  their  application  in  Economics 

We  have  already  in  Chapter  L,  explained  the  Theory  of  the 
Value  of  Land:  and  shown  tiiat  the  total  Value  of  Land  consists 

in  the  Bight  to  the  past  products  of  the  Land  tt\qet/ier  mth  the 
Bight  to  a  series  of  future  products  from  the  land  for  ever 
But  though  each  of  these  future  products,  or  profits,  will  only 
come  into  existence  at  definite  intervals  of  time,  they  have  each  a 
Present  Value :  and  the  Value  of  the  laud  ia  the  sum  of 

this  series  of  Present  Values  of  the  future  products  for  e?er 
Now  if  we  assume  the  products  already  realised  to  be  Positive, 

we  have  seen  thtit  by  the  general  principles  of  the  Theory  of 
Signs  the  products  to  be  produced  in  Time  futurB  will  be 
Negative,  And  consequently  the  Bight  to  the  productg 
already  realised  is  Positive  :  and  the  Bight  to  the  products 
or  Profits  io  b&  pixxluccd  tn  Time  future  is  Negative  ;  and 
may  be  called  the  Credit  of  the  \a\\\^  i  bee^mse  the  owner  has 

as 
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merely  the  abstract  Right  to  the  prodacts  when  they  are  prodnced. 
And  if  any  one  buys  this  abstract  Right,  he  merely  does  so  in  the 
Belief  or  Expectation  that  the  land  will  prodace  them 

A  Person  exercising  any  Profitable  Business  is  an 
Economic  Quantity  analogous  to  Land 

26.  A  merchant  or  trader  of  any  sort  exercising  a  profitable 
business  is  an  Economic  Quantity  analogous  to  Land.  He  may 
have  accumulated  Money,  the  fruits  of  his  past  industry:  but 
besides  his  accumulated  Money,  he  possesses  his  Skill, 
Energy,  Abilities,  and  Character:  his  Personal 
Capital  or  Mercantile  Character,  his  Capacity  to 
earn  Profits  in  the  ftiture,  as  he  has  already  done  in  the  past: 
exactly  as  the  Land  has  not  only  produced  profits  in  the  past,  but 
has  also  the  Capacity  to  produce  profits  in  ttie  future 

The  trader  has  also  the  Bight  to  the  profits  of  his  future 
industry :  and  if  the  Right  to  the  profits  he  has  already  earned 
is  Positive:  his  Right  to  the  profits  he  will  earn  in  future  is 

Negative 
The  Value,  Wealth,  or  Purchasing  Power  of  the 

trader,  like  the  Value  of  Land,  consists  in  his  Property  in  the 
realised  Profits  of  his  past  industry  together  with  the  Right  to 
the  expected  Profits  of  his  future  industry :  which  of  course  are 
Inverse  or  Opposite  to  each  other 

And  there  are  two  ways  in  which  a  merchant  may  trade.  He 
may  buy  goods  with  Money,  the  fraits  of  his  past  industry :  or  he 
may  buy  goods  by  giving  in  exchange  for  them  a  Promise  to 
pay,  or  the  Bight  to  demand  money  at  a  future  time, 
which  is  intended  to  be  earned  by  his  future  industry 

Personal  or  Mercantile  Character  used  in  this  way 
is,  as  we  have  seen,  in  popular  language  termed  Credit :  and  as 
anything  which  has  Purchasing  Power  is  Wealth: 
it  evidently  follows  that  Money  and  Credit  are  equally 
Wealth 

When  a  merchant  buys  goods  with  his  Promise  to  pay  in 
future,  it  is  a  mere  abstract  Right,  quite  separate  from  any  specific 
Money :  it  is  therefore  Credit :  because  the  person  who  buys  it 
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buys  a  meTO  abstract  Right ;  in  the  belief  or  conftdetwi  tlmt  it 
will  J)€  paid  in  Money 

Hence  Mercantile  Skill,  Capacity,  or  Character, 
may  be  called  Personal  Credit 

But  a8  we  have  already  seen  that  Capital  is  any  Wealth, 
or  Economio  Quantity  used  for  the  purpose  of  Profit,  it  ibllowe 
that  Money  and  Credit  may  be  equally  used  m  Capital 

If  Money  is  termed  Positive  Capital,  Credit  may  be 
termed  Negative  Capital 

27-  A  merchaQt's  Purobaaing  Power  conjsista  of  hia  Money, 
his  Rights  to  demand  Money  (m.,  any  Bank  Notes,  Credit,  or  Bills 
he  may  possefis)  and  bis  Credit 

If  he  buys  goods  with  Money  and  sells  them  with  a  profit,  he 
first  replaces  the  Money  he  has  exjiended  :  and  the  surplus  is  his 
Profit 

If  he  buys  goods  with  his  Credit  he  incurs  a  Debt :  when  he 
sells  the  goods  he  first  discharges  the  Debt  he  has  incurred :  and 
the  sinrplus  is  his  Profit 

In  either  case  the  Profit  consists  in  the  excess  of  his  Property 
at  the  end  of  the  ojienitioQ  above  what  it  was  at  the  beginning 

If  he  buys  goods  with  Money,  he  makes  Capital  of  the 
i^alised  Profits  of  the  past :  if  he  buys  them  with  Credit  he 
makes  Capital  of  the  expected  Profits  of  the  future 

In  each  case  he  makes  a  Profit :  hence,  by  the  definition, 
Money  and  Credit  are  equally  Capital:  but  as  they  are 
inverse  ami  opposite  to  each  other,  if  Money  is  termed 
Positive  Capital,  Credit  may  be  termed  Negative 

Capital 

By  a  Bomewhai  cnrions  coincidence  of  thought,  the  early 
Algebraists,  not  apprehendhig  the  meaninpf  of  the  Negative  roots 
of  equations  called  them  fkHlious  roots.  Thus  in  the  problem  we 

gave  of  the  father^s  and  son^s  ages  the  answer  came  out  Nega- 
tive :  which  merely  showed  that  the  question  should  have  been 

stated  in  the  opposite  way  to  which  it  was  done  :  it  should 

have  been  asked  when  the  father^s  age  would  be  twice  that  of 
his  aoD,  instead  of  when  it  had  been :   and  therefore  as  ih« 
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PcrftfffttgnmOiilimbkm  mefiit  jm4  tinie^  the  liwifcm  sgii 
flMBiyktepif  tine.  Bei  Uw  ioiillbo««li  Ncfstiv^  ie  eqvdif  s 
reel  wtMt  ef  fhe  eqettioii  m  Use  Positire  one.  Be  ain  maof 
mteii»netag  cleeclftlie  eflfeote  of  Credtt,  cell  Mooer  real  Oapjlal, 
eod  Og^t/diiwm  GapitaL  Box  the  &oi  ia  thai  Hko  the 
J7€galif«i  or  fictitaoua  root  of  the  eqinalioiit  it  la  eqcaTlj  Teal  aa 
the  Porilife  one :  only  it  is  inverse  or  cq^poeite  to  it  Bj 
oateg  Mooejf  the  trader  makes  Capital  of  the  realised  Profits  of 
the  paal:  bjr  xmn^  Credit  be  makes  Capital  of  the  e^pwted 
Praflta  of  the  future 

On  Debts  as  Negative   Qnantltiee 

SB.  Wo  have  aeen  that  maihematicians  call  Dehta 

'*  IVegatlve  **  Quuntitiea ;  bat  tbej  are  oompletely  misukeo 
in  their  appticxition  of  the  term  NegattTe  in  this  instanoe.  After 

the  conHidemtions  we  have  presented,  the  ri^al  meaning  of  the 

term  ̂ 'Negative*'  as  applied  to  Debts  u  perfectlj  clear  and 
ifmple 

An  Obligation  oonsifitit  of  two  partu— 

1,  The  Creditor's  Bight  to  demand 
2,  The  Debtor's  Duty  to  pay 
TluiHe  two  Quantities  are  Opposite  or  Inverse  to  each 

other :  the  first  is  Active  or  Positive :  and  the  second  is 

FaBsive  or  Negative 

Ilcimi  the  CrcdiUir's  Right  of  action  is  the  Positive 

Qtifintity,  and  the  Debtor's  Duty  to  pay  is  the  "Negative" 
Quantity 

Hence  if  a  person  haa  a  balance  of  £500  at  his  banker'a :  and 
IB  bound  to  \my  .€,50  at  some  pnven  time ;  and  therefore  his 

I'ropcrty  may  be  rcprvsontt^d  by  £500  —  £50:  it  is  not  to  be 
read  aa  if  be  had  only  £450  at  hia  banker's :  bnt  it  is  to  be  read 
ill  thia  way— ho  iioasfases  £500,  but  coupled  with  the  Duty  to 

pay  £60  at  mnne  fpven  time 

Heuc^  in  Kconoiniei*  the  symbol  (+  £100")  nlwap?  means 
nt'tuiil  money:  or  the  Iligbt  to  demand  money,  ftuch  sw  Rills  or 
Notes  J  and  the  symbol  ( —  £100)  always  means  the  Duty  tO 

pay  nioniy 
We    now    dearly    j>ei'oeive    the    meiming    of    saying    that 



DEBTS   AS   NEaATIVE   QUANTITIES  199 

Money  is  a  Positive  Quantity:  and  Debt  a  Negative  Quantity : 
it  means  that  Money  is  a  Bight :  but  Debt  is  a  Duty. 
And  this  exactly  corresponds  with  the  common  Algebraical 
doctrine  that  Quantities  passing  through  0  change  their  sign. 
Because  when  a  man  has  spent  all  his  Money  and  his  Property 
is  then  0,  and  then  runs  into  Debt,  he  has  exhausted  his  Bight 
and  incurred  a  Duty 

And  an  Obligation  consists  of  two  Opposite  or  Inverse 

Quantities,  the  Creditor's  Right  of  Action  (+  £100),  and  the 
Debtor's  Duty  to  pay  ( —  £100):  and  it  may  be  conveniently 
denoted  by  this  symbol 

i  +  £100 ) 
\  —  £100  I 

In  this  case  the  Debt  means  the  Duty  to  pay 
It  is  now  seen  how  necessary  it  is  to  observe  the  double 

meaning  of  the  word  Debt  in  Law  and  common  usage :  because 

when  a  Debt  is  called ''Qoods  and  Chattels,"  ''Merchan- 
dise "  or  a  ''  Commodity,"  it  means  the  Creditor's  Bight 

of  action :  but  when  a  Debt  is  termed  a  Negative  Quantity 

it  means  the  Debtor's  Duty  to  pay 
And  as  the  Opposite  or  Inverse  Quantities  in  an  Obligation 

are  created  together :  can  only  exist  together :  and  vanish 

together :  they  ai'e  exactly  analogous  tj  Polar  Forces 
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Section  ni 

On  the  Transfer  of  Credit  or  Debts 

29.  We  have  now  explaiaed  the  real  nature  of  Credit, 
and  shown  that  it  is  the  Name  of  a  species  of  Incorporeal 
Property,  which  in  Law,  Commerce,  and  Economics,  and  in 
common  nsage  is  also  called  a  Debt.  And  because  it  can  be 
bought  and  sold,  transferred^  or  exchanged,  it  is  classed  nnder 
Fecunia,  Res,  Bona,  Merx,  in  Roman  Law :  nnder  xPVfiarOf 
ayaOa,  irpayfAara,  oTkos,  V7rip\ov,  ovcta,  aiftopiirj,  in  Greek  Law  : 
under  Goods  and  Chattels,  Merchandise^  Vendible  Commodities, 
in  English  Law :  and  therefore  under  the  term  Wealth  in 
Economics.  This  Species  of  Property  in  this  country  exceeds 
any  other,  except  the  land  :  and  we  have  now  to  explain  how  it 
is  bought  and  sold,  transferred  or  exchanged 

When  it  is  seen  that  a  Bank  Note  is  transferred  from  hand  to 

hand  like  a  piece  of  money,  it  might  be  supposed  that  any  Debt 

might  be  sold  and  transferred  with  equal  facility.  There  is,  how- 
ever, Tery  considerable  subtlety  regarding  the  sale  of  Debts :  and 

it  is  only  by  very  slow  and  gradual  degrees  that  they  have 
become  capable  of  being  ireely  sold 

If  it  were  asked  what  discovery  has  most  deeply  affected  the 
fortunes  of  the  human  race,  it  might  probably  be  said  with  truth 
—The  discovery  (hat  a  Debt  is  a  Saleable  Commodity 

When  Daniel  Webster  said  that  Credit  has  done  more  a  thou- 
sand times  to  enrich  nations  than  all  the  mines  of  all  the  world, 

he  meant  the  discovery  that  a  Debt  is  a  Saleable  Commodity  or 
Chattel :  and  that  it  may  be  used  like  Money :  and  produce  aU 
the  effects  of  Money 

We  must  now  trace  the  origin  and  progress  of  the  power  of 

selling  and  transferring  Debts^  and  place  this  branch  of  Mercan- 
tile Law  on  a  solid  foundation 
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On  Property  /tcld  in   Contract   or  on  Jura  in 
Personam 

30.  We  have  observed  in  the  first  chapter  that  Property  or 
Rights  are  of  two  apedes 

L  The  Property  or  Right  in  a  specific  Cbatt^^l :  termed  in 
Eoraan  Law  Jus  in  Re,  or  in  Rem^  without  being  related  to  any 
one  else  :  this  kind  of  Right  is  also  called  Dominium,  When  a 
person  has  snch  a  sole  and  exclusive  Right  in  any  chattel,  he  may 
sell  and  transfer  it  to  any  one  else  at  his  own  good  will  and 
pleasure,  and  without  taking  the  consent  of  any  one  else.  Money, 
cattle,  timber,  &c.,  are  subject  to  this  kind  of  Property :  and 
hence  the  Proprietor  of  such  chattels  may  freely  alienate  or  aell 
them  to  any  one  else  he  pleases 

S.  Property  held  in  Contract,  or  Obligation,  called  in  Roman 
Law  Juf  in  Perwnam  :  or  a  Jus  ad  r^m  {ac^uiremkm)  ;  where  a 
person  has  a  Right,  not  to  any  specific  Thing:  bat  only  against 
a  Person  to  pay  or  do  something 

A  simple  example  of  this  kind  of  Property  or  Right,  is 
the  Contract  or  Obligation  of  Debt:  where  one  person,  the 
Creditor,  has  the  Right  to  demand  a  sum  of  Money  or  any  other 
Chattel  from  some  Person  the  Debtor:  or  has  the  Right  to 
(sompel  hira  to  do  aomethiug.  In  snch  a  case  he  has  no  Right  to 

any  Money  or  Chattel  in  the  Debtor^s  possession :  and  in  fact  the 
Right  of  the  Creditor  against  the  Debtor  exists  whether  the 

Debtor  has  any  Money  or  not :  and  equally  the  Debtor's  Duty 
to  pay  exists  whether  he  has  any  Money  or  not»  That  is,  the 
Contract  or  Obligation  between  the  parties  exists  without  any 
reference  to  any  specific  Money  or  Chattel 

The  former  kind  of  Rights  are  called  Real  Rights  or  Corporeal 
Property  :  because  they  are  the  Right  to  certain  specific  Things 
or  Chattels  :  the  latter  are  called  Personal  Rights,  because  they 
are  mere  abstract  Rights  against  a  Person  :  and  as  the  Person 

is  always  specified  and  definite,  they  may  also  be  called  Nomi- 
nate Bights.  But  aa  they  aire  wholly  severed  from  any 

ikpetific  ChnttclSf  they  are  a  species  of  lucoi'porcal  Property 
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and    Tenant    in 
a   Unilateral 

31.  But  Property,  or  Rights  held  in  Oontracti  or  Obliga- 
tion iire  of  two  kinds 

(a)    Where  there  is  a  Right  to  demand  on  one  side,  and 
Duty  to  perform  on  the  otlier  ;   such  as  the  relation  between 
Creditor  and   Debtor;    or  between   Landlord 

modern   tiinea*      Such  a  i-elation  is    termed 
Contract 

{b)  Where  each  party  to  the  Contract  has  a  Right  to 
demand  and  also  a  Duty  to  perform.  Such  as  the  N&xum^  or 
Obligation,  between  Lord  and  Vasaal  in  Feudal  Law:  or  that 
between  Master  and  Servant  at  the  present  time,  Such  a  relation 
is  termed  a  Bilateral  or  Synallagmatic  Contract 

Formerly  it  wna  lield  univer.^i!ly  that  wlien  Property  was  held 
in  Contract  of  either  sort,  Unilateral  or  Bilateral^  neither  party 
conld  aubstitnte  another  person  for  himself,  without  the  consent 
of  the  other  party  to  the  Contract 

This  rule  must  manifeslly  hold  good  in  all  Bilateral  Contracts, 
where  eacli  party  has  a  Duty  to  j^>crform.  When  one  person 
agrees  to  accept  a  Duty  from  another  person,  he  of  course  belie?e8 

that  that  person  can  perform  the  Duty.  But  he  cannot  be  com- 
pelled to  accept  another  person  to  perform  that  Duty  without  hia 

own  consent.  Neither  if  a  person  has  nodertaken  to  perform  a 
Duty  to  one  person  can  be  be  compelled  to  perform  it  to  another 
person  without  bis  own  consent 

Thus  so  long  as  the  Fendnl  Law  retained  its  pristine  rigoar, 
neither  the  Lord  nor  the  Vassal  conUl  substitute  any  one  else  for 
himself  without  the  consLuit  of  tiie  other  party.  Each  of  the 
parties  had  Duties  to  perform :  the  Vassal  to  render  true  and 
loyal  service :  and  the  Lord  to  render  due  protection  and  defence. 
And  neither  party  could  aUorn  the  other,  or  turn  him  over  to  any 
one  else  without  his  own  consent.  As  Sir  Martin  Wright  says — 

**  As  the  fcudatury  could  not  alien  the  feud  without  the  consent 
of  the  Loi^,  Bo  neither  conld  the  Lord  alien  or  transfer  his 
Bsignory  or  superiority  to  another  without  the  consent  of  Uie 
fendatary.  For  the  obligations  of  the  suj^rior  and  inferior  were 
mutual  iu»d  reciprucul :  the  feudatary  was  ii^ally  as  much  intcivsted 
in  the  conduct  and  ability  of  the  Lord,  as  tlie  Lord  was  in 
the  qualification  and  ability  of  his  feudatary.  And  as  the  Lord 
oould  not  alien,  m  neither  could  be  exchange,  mortgage,  or  uihfiff* 
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wise  dispose  of  his  seignory  without  the  consent  of  his  Vassal. 
Again,  as  the  vassal  or  feiidatary  could  uot  alien,  so  neither  could 
he  devise  or  dispose  of  the  fend  by  will,  vv  by  any  means  (when 
feuds  were  become  hereditary)  prevent  or  vary  the  feudal  course 

of  euccessioQ" 
So  in  the  case  of  Master  and  Servant  at  the  present  day  :  a 

master  cannot  transfer  his  hoaaehold  to  any  one  else  without  their 
own  consent,  as  if  they  were  cattle  or  slaves.  Neither  mn  a 

servant  suhstitut-e  some  one  else  in  his  place  without  his  master's 
consent.  So  if  any  person  contracts  to  do  any  work  for  another, 

he  cannot  substitute  another  i>ei'Aon  in  his  place  without  the  con- 
sent of  the  other  party 

The  same  principle  fonnerly  held  good  when  the  Contract  was 
Unilateral,  as  in  the  case  of  Creditor  and  Debtor.  The  Creditor 
could  not  transfer  his  Ri^ht  of  action  against  the  Debtor  to  any 
one  else :  because  the  Debtor  never  agn^d  to  pay  any  one  else 
thaji  his  own  Creditor.  It  is  a  rule  of  law  as  well  as  of  common 

sense  that  no  man  can  be  made  a  party  to  a  contract  without  his 
own  consent:  and  that  no  one  can  stipulate  for  another  without 
liiB  authority 

Thus  the  Digest  says— '*  Alter!  stipn]ari  nemo  pot^t" 

**  No  one  mn  sUpuUitifor  another''* 
Unless,  therefore,  the  Debtor  had  agreed  with  the  Creditor 

tliat  he  might  transfer  his  claim^  the  Creditor  had  no  iK)wer  to 
guarantee  his  Transferee  that  the  Debtor  would  pay  bim<  Ac- 

cordingly,  both  in  Roman  and  English  Law  for  a  long  period  the 
Creditor  could  not  transfer  his  Right  of  action  against  his  Debtor, 

without  the  Debtor's  consent,  so  as  to  enable  the  Transferee  to 
sue  the  original  Debtor 

But  both  in  Roman  and  English  Law  tlic  Creditor  might 
transfer  his  Debt,  if  the  Debtor  consented  to  it.  If  the  three 
parties,  the  Debtor,  the  Creditor  and  the  Transferee  met  together, 

the  Creditor  might  transfer  his  Right  to  the  Ti'ansfcree, 
and  the  Debtor  might  agree  to  pay  the  Transferee.  In  such 

ji  case,  the  Transferee  ac<juirod  a  Right  of  action  against  the 
)ebtor :  the  Debtor  was  released  from  the  Debt  to  the  origin :il 
Creditor:  and  the  Creditor  was  released  from  his  Debt  to  the 

Traosfi^rce 
This  was  ouo  form  of  the  Contract  termed  Novatio :  bccaut;e 
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a  Kew  Gontmct  was  made,  which  cancelled,  diachai^d^  and 
extiii^nislieii  t\m  old  one 

But  neverthelees,  though  it  may  be  true  in  theory  that  a 
Creditor  cannot  traoBfer  his  Right  of  action  without  the  consent 
of  the  Debtor,  the  Creditor  booh  hegina  to  insist  upon  the  power 
of  transferring  his  Ri^ht  like  any  other  Property.  And  there  is 
a  very  good  reason  for  tJiis ;  because  in  the  Obligation  or  Contract 
of  Debt,  there  is  manifestly  a  strong  distinction  between  the 

parties,  the  Creditor  and  the  Debtor.  The  Debtor  cannot  sub- 
stitute  another  Debtor  for  himself >  because  the  Creditor  may  not 
have  the  mearm  of  knowing  the  solvency  of  the  substituted 
Debtor :  as  for  instance  no  one  can  compel  his  Creditor  to  take 
payment  of  a  Debt  in  the  Notes  of  a  conn  try  banker 

Therefore,  by  the  very  nature  of  things,  the  consent  of  the 
Creditor  is  indispensible  to  the  substitntion  of  a  new  Debtor 

But  the  case  of  the  Debtor  is  different.  If  a  person  really 
owes  a  Debt  and  has  the  means  of  paying  it,  it  cannot  make  the 
slightest  diflterence  to  him  whether  he  pays  it  to  A  or  to  B,  bo 
long  as  he  can  get  a  discharge  for  it :  and  is  not  liable  to  be 
called  upon  to  pay  it  twice  over 

Hence  it  is  evident  that  while  the  assignment  of  a  new  Debtor 
might  seriously  prejudice  the  Creditor :  the  assignment  of  a  new 
Creditor  can  be  no  real  prejudice  to  the  Debtor 

Both  in  Roman  and  English  Law  Creditors  began  to  sell  their 
Debts,  and  adopted  certain  legal  devices  to  enable  the  Transferee 
to  obtain  payment  from  the  Debtor,  without  his  having  consented 
to  the  transfer  of  the  Debt :  till  at  last  they  finally  established 
their  Absolute  Right  to  do  so  without  the  consent  of  the  Debtor. 
And  thus  Credits  or  Debts  came  to  be  included  among  Rights 
held  in  Dominion :  and  became  as  freely  saleable  as  any  other 
chattels 

On  the  Sale  <^  Transfer  of  Debts  m  Roman  Law 

32.  It  has  been  seen  in  the  preceding  paragraph  that  origi- 
nally, whenever  Pro^>erty  was  held  in  Contract  or  Obligation, 

either  Unilateral  or  Bilateral,  neither  party  to  the  Contract 
could  sulistitute  another  person  for  himaelf,  without  the  consent 
of  the  other  party 
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Thus  in  the  Unilateral  Contract  of  Debt,  the  Oreditor  csonM 
not  Bell  or  transfer  bis  Right  to  any  one  else  bo  as  to  enable  the 
Transferee  to  sue  the  original  Debtor  without  his  consent.  The 
Transferee  conld  not  sue  the  Debtor  because  he  never  made  any 
promise  that  he  would  pay  the  Transferee ;  and  thus  there  was 
no  privity  of  Contract  between  them.  The  Transferor  could 
make  no  engagement  that  the  Debtor  should  pay  the  Transferee : 
beoaiiae  no  person  cmn  stipulate,  or  maka  a  contract,  for  another 
person  without  his  consent 

If,  however,  the  Debtor  consented  and  agreed  that  his 

Creditor  mij^ht  tra^fer  his  Right  of  uL'tion,  it  might  be  done. 
As,  however.  Debts  are  mere  abstract  Rights  of  action,  not  capable 
of  manual  delivery  like  material  chattels,  it  \9M  necessary  for  the 
three  parties  to  meet  together.  With  the  consent  of  the  Debtor, 
bis  Creditor  transferred  his  Right  of  action  to  the  Transferee, 
and  the  Debtor  then  promised  to  pay  the  Transferee.  When  this 
was  done  the  Transferee  acquired  a  Right  of  action  against  the 
Debtor ;  the  Debtor  was  released  from  hia  Debt  to  his  Creditor : 
and  the  Creditor  was  released  from  his  Del>t  to  the  Transferee. 
A  new  Contract  was  created,  which  cancelled  and  extinguished 
the  two  preceding  ones :  and  it  was  therefore  called  Novatio : 
and  the  assignment  of  the  Debtor  to  the  Transferee  was  termed 
a  Delegation  When  this  solemn  Stipulation  was  completed,  the 
Transferee  might  sue  the  Debtor  in  his  own  name,  because  there 
was  now  a  privity  of  Contract  between  them 

Creditors,  however,  at  Rome  perceived  the  convenience  of 
being  able  to  sell  their  Debts  like  other  chattels,  as  it  involved 
no  real  detriment  to  the  Debtor.  Accordingly,  though  they 
could  not  devest  themselves  of  the  legal  estate  in  the  Debt  eo 
aa  to  enable  the  Transferee  to  sue  the  Debtor  in  his  own  name, 
in  coarse  of  time  certain  legal  devices  were  adopted  so  as  to 
enable  the  Transferee  to  recover  the  amount  of  the  Debt  from 

the  Debtor ;  even  though  the  Debtor  had  not  consented  to  the 
transfer  of  the  Debt :  so  that  the  Transferee  could  not  sue  him 

in  hia  own  name.  We  have  now  to  trace  the  steps  by  which  a 
Creditor  came  at  last  to  have  the  absolute  Right  to  sell  his  Debt, 
without  the  conaent  or  even  the  knowledge  of  the  Debtor 

88.    The  early  rimplicity  of  the  Code  of  the  XI L  Tables 
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knew  nothings  of  Trnetees  or  Attorniea*  Every  man  was  either 

the  abgolttto  Proprietor  of  a  thing,  or  he  wa^  not.  He  in  whom  the 
legil  estate  wag  vested  wag  termed  Donimus  ex  jurs  Quiriiiumf 

or  Proprietor  l>y  the  Commoa  Law  of  the  Romans.  It  knew 

noticing  of  double  or  suWdinate  Rights.  The  Code  of  the  XII, 
Tablea  allowed  no  man  to  sue  in  the  name  of  another  in  private 
oases,  He  alone  who  was  Dominus  ex  jure  Quiritium  might 

sue,  and  that  in  person.  And  as  no  man  could  sue  another 
nnlesB  tliore  was  some  Contract,  Nejtum^  or  Relation  between 
them,  the  Transferee  of  a  Debt  could  not  sue  the  Debtor  because 

there  was  no  privity  of  contract  between  them 
The  Code  of  the  XII.  Tables  was  maintained  in  all  its  strict- 

ness for  about  277  years*  During  this  period  the  forms  of  writs 
wtpo  defined  with  great  strictness.  They  were  called  Le^k 

n^Honu^  Qtt  as  wo  might  say,  Common  Law  writs  :  and  as  long 
ia  these  loited  no  one  could  sue  on  behalf  of  another^  or  in  the 

name  of  another.  Consequently,  so  far  as  we  can  understand, 
tlii^  Trausfereo  of  a  Debt  could  maintain  no  action  against  the 
Debtor 

Bnt  in  tlio  proji^refla  of  time  new  wants,  new  rights,  new  in* 

lamtl,  and  now  idmis  grew  up ;  aud  a  great  Equitable  Jurisdic- 
tlon  oame  into  existence  to  meet  the  new  re€|uirement8*  The 

niiprt^ttui  judicial  Magistrfttes,  the  City  and  Foreign  Prsetors, 
won^  clothi^il  with  the  power  adjiwandi;  vel  mpplmidis  vel 

mni^ndi  Juris  cmUt  gratid,  propter  uiilikitem  publtmm.  The 
Uoimini*  bad  too  deep  a  reverence  for  their  Code,  which  Cicero 
iliHilamI  Ui  wnt^in  more  atihty  in  one  chapter  than  all  the 

Itltnii'im  i\t  the  Pbilosiiphors,  to  permit  the  Prator  actually  to 
^MMi  iiiiy  of  its  Laws ;  but  only  to  supply  their  defects,  and 
oil«Mul  Mn»ir  nuMining,  But  new  Rights  aud  new  Interests  had 

tfliiwii  up,  Hhioh  wen*  not  capable  of  being  protected  directly  by 

ihi»lawii«»f  Ovo  XI K  Tal)ic8 
Atnoim  ihtw  m^  Bij^hta  were  Equitable  Interests  i  one 

xi  of  the  legal  ostate  in  certain  things, 

m  to  enjoy  their  ose  or  profit,  witliout 

rhi>  formal  i»iMt'mnity  of  the  transfer  by  mancipation 

'  .\  The  original  owner,  therefore,  possessed 
uoVii^i,  the    mere  legal   right,  white    the 
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gmntce  poseeesed  the  profitable,  eqtiitable,  or,  as  it  wm  after- 
wards termed,  the  ban  i  tar  tan,  use 

Thos,  if  n  Creditor  sold  or  trttiiaferrcd  a  Debt  or  Right  of 

actiim,  without  the  consent  of  the  Debtor,  lie  jilone  possessed 

the  Tiudiim  Jus  Quiritium,  but  tlie  Transferee  possessed  the 

E(|iiitable  Right  to  it :  bnt  he  had  no  Right  of  actioa  by  the 
CckIc  of  the  XII.  Tables 

In  order  to  protect  these  Eqaitable  Interests  without  directly 
eoTitrarening  the  fundtimental  laws  of  the  XI L  Tables,  the  Pnetors 

prraduaUy  created  the  great  system  of  Legal  Fictions :  and  these 

FiotioDB  were  applied  to  protect  tlie  Equitable  Rights  of  the 
Tmnsferees  of  Debts 

About  the  year  577  A.u.C,  or  176  B.C.,  the  Lest  JEhutia 
ibolifihed  the  old  Legu  aciiones,  which  were  not  part  of  the 

Code  of  the  XII.  Tables,  but  only  a  eeriea  of  writs  framed  by  the 

Magistrates,  so  as  to  be  adapted  to  them.  New  forms  of  writs 

iiere  prepared  by  the  autliority  of  the  Pructors,  called  Formula: 
and  these  were  adopted  and  extended  by  two  Leges  JttUiB 

By  these  new  FormultB  parties  were  allowed  to  be  represented 
by  CognitoreB  or  Frorumtore}^,  that  is  Attornies,  who  were  allowed 
to  sue  for  their  clients.  The  Transferee  was  then  allowed  to  sue 

Iff  the  Procurator  or  Attorney  of  the  Transteree,  Gaius  givea 
llie  formula  of  the  writ  in  such  a  case 

The  Prsetor  could  only  grant  an  acHa  dvrecta  or  mdgari^,  or 
common  law  writ,  to  the  original  Creditor :  but  he  could  grant 

an  adw  uHlis  otJkiUia^  or  an  equitable  writ,  to  the  Transferee  of 
the  Debt 

When  a  Creditor  sold  or  transferred  his  action,  he  was  said 

udtiL'  or  mandctre  acHonem.  The  Transferee  was  cjiUed  Pro- 
curator in  rem  stmm,  or  Attorney  on  his  own  behalf :  he  was 

acknowledged  as  the  real  plaintiff,  si  in  rem  suam  datm  sit 

pronirntor,  loco  Domuu  haheiur :  his  mandate  could  not  be 
revoked,  and  he  owed  no  account  to  his  principal 

Such  was  the  state  of  the  Law  regarding  the  sale  or  transfer 

of  Ofbts  in  the  time  of  Oaios,  who  is  gencralJy  supposed  to 
have  written  his  Institutes  in  the  time  of  the  Antonines.  They 

were  the  text-hook  of  Roman  Law  throughout  the  whole  Roman 
Empire  when  the  Romans  left  Britain :  and  it  Is  now  supposed 

by  many  high  authorities  that  they  were  to  a  great  extent  th#i 
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source  aad  original  of  the  Comraon  Law  of  England,  And  tfee 
Common  Law  of  England  with  regard  to  tlie  Sale  of  Debts  waa 
exactly  as  \s  abated  by  Gains :  imiil  it  was  supensedod  by  the 
recent  Supreme  Court  of  Judicature  Act 

34.  Some  time  afler  Gains,  the  Emperor  Alexander  Severns, 

acting  probably  under  the  advice  of  Ulpian,  published  a  con* 
stitution  ill  the  year  224  A,D,,  by  which  the  absolafce  freedom  of 
the  Sale  of  Debts  without  the  knowledge  or,  conaeut  of  the 
Debtor  was  recognised  and  allowed 

**  Omnium  rerum  quaa  quia  habere,  vel  poasidere,  vel 

persequi  potest  venditio  recte  fit  '* 
**  Eimijthing  may  he  sold  ivhich  one  may  have  m-  pos^ss^  or 

has  ihe  Right  to  sue  for  " 
**  Nomina  quoqae  iii  diem  vel  sab  conditione  coEtraota 

Teneant  ** **  Debh  contracted  to  he  paid  at  a  certain  day  or  at  a  certain 

event  are  sakahh  '* 
**  Nomina  eorwm  qui  sub  conditione  vel  in  diem  dobent,  ct 

emere  et  vendei^  solemus*  Ea  enim  res  est  quse  emi  et  venire 

potest'' 

**  We  are  acmstonwd  b  buy  and  sell  Debts  paynhl^  on  a 
certain  event  or  on  a  certain  day.  For  titat  is  Wealth  which 

can  he  bought  and  sold  '* 
**NominiB  venditio  etiam  ignorante  vel  invito  eo  adversos 

quern  actiones  mandantur,  contrahi  solet  '^ 
**It  is  usual  to  Sill  a  Debt  without  the  knowledge  or  atwi 

against  the  consent  of  tfte  Debtor  ̂ ^ 
**  Certi  et  indubitati  juris  est  ad  similitudinem  ejas  qni  per- 

sonalem  redemerifc  actionem,  et  utiliter  cam  movere  suo  nomioe 
conooditur,  etiam  enm  qui  in  rem  actiones  comparaverit,  eadem 

uti  posse  facultate  " 
**  It  is  clear  and  undoubted  law  tlutt^  Just  as  lie  who  has 

bought  a  Personal  action  may  sue  out  a  writ  ift  his  mvn  name : 

so  he  wfw  has  bought  a  Real  action  fta$  the  same  pouter  " 
In  the  time  of  Gains,  the  Transferee  of  the  Debt  conld  only 

fine  as  the  Attorney  of  the  Creditor  or  Transferor,  as  he  was 
obliged  to  allege  the  jus  Quiritium,  or  the  legal  estate  of  the 
Trauafcror :   but  the  necessity  of  this  waa  taken  awiiy  by  Jti»- 
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tinian,  who  abolished  the  nudum  fus  QuiriHum,  which  had 
become  an  absurd  enigma  which  puzzled  Law  students,  and 
then  the  Transferee  could  sue  in  his  own  name 

"  Ordinarium  visum  est  post  nominis  venditioncm  utiles 
emptori  (sicut  responsom  est)  vel  ipsi  creditori  poatulanti 

dandas  actionca^' 
**  li  is  seen  tMi  it  is  ustml  to  grant  a  writ  on  the  sale  of  a 

JDibtf  eiiher  an  the  demand  of  the  buyer  {as  Juis  been  decided)  or 

of  iJie  Creditor  himself^* 
Thus,  at  length,  the  complete  emanoipation  of  a  Debt  fo}m 

the  general  rule  of  law  affecting  Property  held  in  Contract  was 
effected :  and  it  was  made  as  completely  and  freely  saleable  as 
any  other  material  chattel :  and  thus  a  Debt  was  removed  from 
the  category  of  Property  held  in  Contract  to  that  of  Property 
held  in  Dominion 

35.  The  Laws  regarding  the  Sale  of  Debts  enacted  in  the 
Pandects  were  fully  adopted  and  confirmed  in  the  Basilica: 
and  thus  they  have  ever  since  been  the  general  Mercantile  Law  of 
Europe,  except  England,  to  which  the  legislation  of  Justinian 
never  extended 

Thus  Azo,  one  of  the  earliest  legal  luminaries  on  the  revival  of 

leuning  in  the  West,  says — 
**De  Actionibns  antem  venditis  sciendum  est  quod  omnes 

Actiones  vendi  possunt,  siva  sunt  parse,  sive  conditionales,  sive 

Personsdes  " 
**^w/  uith  respect  to  the  Sale  of  Actions  it  must  be  tmderstood 

that  aU  Viiyhts  of  action^  tvhether  simple^  or  condiiional^  or  real^  or 

Personalj  mat^  be  sold'' 

36-  This  investigation  clears  np  a  difficulty  which  has 
puzzled  some  modern  writera.  The  earliest  Bills  of  Exchange 
extant  contain  no  words  of  negotiability  ;  and  yet  we  know  as 
a  fact  that  they  were  negotiated.  And  several  writers  have 
endeavoured  to  discover  when  Bills  of  Exchange  were  first  made 
negotiable.  Some  have  supposed  that  it  was  done  by  Cardinal 
Richelieu.  But  all  obscurity  and  doubt  has  now  been  cleared 

away.  Bills  of  Exchange  i-equired  no  words  of  negotiability, 
because  they  were  so  in  their  veiy  nature  by  the  general  Mercan- 

tile Law  of  Europe 
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And  this  continned  to  be  the  general  Law  of  Europe,  as  may 
be  seen  in  any  of  the  great  Civilians,  from  whom  we  need  not 
quote.  As  an  instance  of  this,  we  may  mention  the  tronble  which 

the  irascible  Floi-entine  artist,  Benvenuto  Cellini,  met  with  in  his 
visit  to  Paris.  "  It  m  customary  in  France  to  make  the  most  of 
a  suit  which  they  commence  with  a  foreigner  or  with  any  persoa 
who  is  not  used  to  law  transactions :  as  soon  as  they  have  any 
advantage  in  the  process,  they  find  means  to  sell  it  to  certain 

persons,  who  make  a  trade  of  buying  lawsuits.'*  This  pasiage 
fihows  that  the  law  was  not  a  dead  letter 

This  also  explains  a  fundamental  distinction  between  the 
Common  Law  of  Scotland  and  England  as  to  Bills  of  Excbangew 
By  the  usual  Mercantile  Law  of  England,  unless  a  Bill  of  Ex- 

change was  drawn  payable  to  "order"  or  to  "bearer**:  that  iS| 
made  transferable  by  the  express  consent  of  the  Debtor,  it  could 
not  be  transferred  so  as  to  enable  the  Transferee  to  sue  in  his 

own  name.  But  by  the  Common  Law  of  Scotland  a  Bill  of 
Exchange  does  not  require  any  words  of  negotiability  to  bo 
inserted  in  it ;  it  is  transferable  and  negotiable  by  its  very  nature. 
And  a  Scotch  Bill  of  Exchauge  is  negotiable  in  England  without 
any  words  of  Negotiability:  and  the  reason  of  this  difference  is, 
that  the  Common  Law  of  Scotland  is  the  Roman  Law  of  the 

Pandects  and  the  Basilica^  which  is  the  general  Law  of  Europe  : 
while  the  Common  Law  of  England  is  the  Koman  Law  of  Gaios 

Equity  however,  as  we  shall  see  in  the  next  section,  always 
adopted  the  Law  of  the  Pandects,  which  allowed  the  free  Sal©  of 
Debts:  and,  consequently,  though  the  Trunsfereo  of  a  Bill  of 
Exchange  containing  no  words  of  negotiability  could  not  have 
an  Action  of  Law  agiiinst  the  acceptor,  he  might  always  sue 
him  in  Equity,  in  case  of  need.  But  by  the  Supreme  Court  of 
Judicature  Act,  it  is  enacted  that  the  Rules  of  Equity  shall  pre?ail 
over  those  of  Common  Law  wliencver  they  conflict:  and,  con- 
sequently,  Bills  of  Exchange  are  now  negotiable  in  their  very 
nature,  and  do  not  require  words  of  negotiabiUty 

Moreover^  by  the  Conmion  Law  of  Scotland,  a  Debtor  is  bound 
to  acce[)t  a  Bill  drnwn  upon  him  by  his  Creditor,  and  is  liable 
to  an  action  for  non-acceptance.    But  of  course  this  was  never 
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fche  case  in  England :  and  this  distinctioa  is  preserved  by  tho 
]M\h  of  Exchauge  Act  of  1882 

On  the  Principles  of  English  Law  and  Equity 
relating  to  the  Sale  or  Transfer  of  Debts 

37*  We  have  now  to  investigate  the  Principles  of  Engh'sh 
Law  and  Equity  relating  to  the  Sale  or  Transfer  of  that 
stupendous  mass  of  Property  which  consists  of  Choses-in-action, 
which  in  its  various  forms  is  second  only  to  the  land  in  magni- 

tude. And  we  shall  have  to  do  this  with  some  fulness,  as  in  the 
case  of  Goodivin  v.  RoharU^  the  greatest  Mercantile  case  of 
modem  times,  the  Court  of  Exchequer  Chamber  unanimously 
held  that  the  whole  Judges  of  England  had  been  mistaken  as  to 
the  fundamental  principles  of  the  Common  Law  of  England 
relating  to  the  Transfer,  or  Sale,  of  Choses-in-action.  This  case 
reversed  and  annulled  a  whole  series  of  cases  decided  by  Lord 

Holt  and  the  Court  of  King's  Bench  from  1692  to  1704,  upon 
which  the  opinion  of  all  modern  Judges  had  been  based ;  and 
which  had  been  assumed  as  correct  by  all  the  standard  writers  on 
Mercantile  Law.  And  we  shall  have  to  be  the  more  exphcit  on 
this  sabject,  because  the  effect  of  the  case  seems  to  be  hardly 
even  yet  understood  i  and  it  has  not  yet  made  its  way  into  the 
text-books  of  Mercantile  Law 

Every  La^vyer  knows  the  ofb  quoted  saying  of  Lord  Coke  in 

Lampet  v.  Starkey  (10  Coke,  46  b)— **  And  first  was  observed  the 
great  wisdom  and  policy  of  the  sages  and  founders  of  our  Law, 
who  have  provided  that  no  Possibility,  Right,  Title,  nor  Thing-in- 

action shall  be  granted  or  assigned  to  '  Strangers/  for  that 
would  be  the  occasion  of  multiplying  of  contentions  and  snita 

of  great  oppression  of  the  people,  and  chiefly  of  the  terre-tenants, 

usxd  the  subversion  of  the  due  and  equal  execution  of  justice  ** 

Now  without  inquiring  yet  what  Lord  Coke's  qualification  of 
a  **  Stranger  "  may  mean,  this  Dictum  has  been  repeated  a 
multitude  of  times  by  a  long  line  of  Judges  both  at  Law  and  in 
Equity,  usually  with  the  qualification  omitted,  so  that  it  has  been 
made  to  appear  in  the  broadest  and  most  unqualified  manner 
possible  that  a  Chose-in-adion^  or  a  Debt,  cannot,  by  the  Com- 

mon Law  of  England,  under  any  circumstances  be  assigned  bo  as 

P  2 
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to  enable  the  Transferee  to  iue  the  Debtor  in  his  own  name.  And 

also  as  if  there  were  some  pecaliarity  as  fco  the  non-alienability  of 
C/wses'in^aciian,  distinguishing  them  from  other  Property  in 
thie  Inspect 

38-  In  the  first  place  it  may  be  Raid  with  all  dne  regard  to 
the  fame  of  Lord  Coke  that  the  reason  ho  assigns  for  the  non- 
alienability  of  Debts,  that  it  was  on  account  of  the  litigation  it 
might  ̂ ve  rise  to,  and  the  subversion  of  the  due  and  equal 
administration  of  justice,  cannot  be  received  as  a  satisfactory 
ground  at  the  present  day 

The  true  reason  was  far  deeper,  and  of  a  far  more  general 
application,  and  has  already  been  sufficiently  explained.  It  was 

simply  thus — **  That  whenever  Property  is  held  in  Con  tracts  or 
by  parties  related  to  each  other  by  any  Bond,  Neummf  or  Obliga- 

tion, neither  party  can  substitute  another  person  for  himself,  at 
his  own  mere  will  and  pleasure,  and  without  the  consent  of  the 
other  party.  Futhermore,  that  if  a  Debtor  has  promised  that  he 
will  pay  a  sum  of  money  or  anything  else,  or  do  some  service  to 
his  Creditor,  the  Creditor  cannot  stipulate,  or  Contract,  that  his 
Debtor  fihaU  pay  that  something,  or  do  that  service,  to  any  one 

else,  without  that  Debtor's  authority  and  consent " 

39.  Moreover,  so  far  from  the  non-alienability  of  Clioses-in* 
action  being  an  exceptional  mle  of  Property,  as  it  was  in  Roman 
Law,  the  fact  was  that  it  was  the  rule  apphcable  to  the 
enormonsly  greater  proportion  of  Property  under  the  Feudal 
System :  and  the  rule  of  free  alienability  only  applied  to  the 
comparatively  insignificant  amount  of  Personal  Property 

The  essence  of  the  Roman  polity  was  equality  and  absolute 
dominion.  By  the  Common  Law  of  the  Romans  every  man  was 
the  absolute  proprietor  of  his  possessions,  including  his  wife, 
children,  and  slaves.  He  did  not  live  in  a  state  of  c(>ntract  with 
them  or  with  any  one  else.  As  regarded  his  fmmiia,  he  was 
Domitiui  ex  jure  Quiriiium:  as  regarded  his  fellow  cittzensi  he 
was  their  equal  Consequently,  the  slate  of  Contract  between 

Roman  CitizenB  was  eompai-atively  rare :  principally  confined  to 
the  case  of  Creditor  and  Debtor ;  and  as  we  ha?e  already  6een» 
DebtSi  by  the  early  Roman  Law,  were  not  assignable  without  tho 
consent  of  the  Debtor 
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Bat  the  whole  stracture  of  Feudal  Society  was  essentially 
differeat  from  Romnii  Equality  and  Domiuion,  The  very  essence 
of  Feadalism  was  that  the  Dominion  of  the  soil  veatei  in  the 

Sovereign,  as  the  representative  of  the  nation.  Absolute  Pro- 
perty in  the  soil,  either  the  Dominion  of  the  Eornans,  or  the 

AUod  of  the  Germans,  was  impossible  in  a  private  person — **  It 
is  80  absolute  a  maxim,  or  principle,  of  the  Law  of  Tenniea,  that 
all  the  lands  in  England  are  holden  either  mediately  or  imme- 

diately of  the  King,  that  even  the  King  himself  cannot  give 
lands  in  so  ahsolnte  and  nnconditional  a  manner,  aa  to  set  them 

free  from  tenure,"  says  Wright 
The  Sovereign  granted  Fcuda  to  his  followers,  first  daring 

pleasure,  then  for  life,  and  then  in  perpetuity,  but  always  on  the 
express  condition  of  certain  definite  services  being  rendered. 
The  tenants  were  consequently  in  a  state  of  contract  with  him. 
They,  in  like  manner,  granted  out  parcels  of  their  tenures  to  their 
Taasals  on  certain  specified  conditions;  and  these  vassate  again 
wonld  have  still  farther  divided  their  grants  if  they  had  not  been 
restrained  by  Law 

40.  The  result  of  this  was  that  the  whole  State  of  Society 
was  one  of  Contract,  The  structure  of  Eoman  Society  was 

essentially  level ;  the  structure  of  Feudal  Society  was  essen- 
tiaily  pyramidaL  Every  one  from  the  highest  to  the  lowest  was 
fixed  in  a  state  of  Contract.  The  intermediate  ones  were  in  a 

state  of  double  contract,  both  with  those  above  them  and  those 

below  them.  All  Feudal  property  was,  therefore,  of  the  nature  of 
Choses-in-adion,  The  consequence  was  that  no  one  could  change 
his  position,  or  alienate  his  property,  by  substituting  a  stranger 
for  himself,  without  the  consent  of  the  other  parties  to  the  con- 

tract, as  we  have  seen  was  said  by  Sir  Martin  Wright 
Thns  in  a  state  of  pure  feudalism^  the  tenant  of  land  could 

not  substitute  another  person  for  himself  at  his  own  will  and 
pleasure,  without  the  consent  of  the  other  party,  any  more  than  a 
Creditor  or  Debtor  could  substitute  another  person  for  himself 
without  the  consent  of  the  otiier  party,  and  for  the  very  same 

reason — that  it  was  Property  held  in  Contract,  or  Obligation 
Hence,  the  law  ivlattng  to  Ch&m$'in-acHon  was  not  peculiar  to 

(hem  :  it  was  exactly  the  same  as  applied  to  tlie  whole  land  of  tbe 
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kingdom^  and  for  the  very  same  reason*  It  was  aimplj  one  eac- 
ampLe  of  a  universal  principle  which  might  be  illustrated  from 
matty  other  countries  if  necessary 

Appoininunt  of  a  Eoyal  Commission  to  prepare  a  Bigest 

of  the  Law 

41.  In  1867,  the  Government  of  the  day  appointed  a  Royal 
Commissiott  to  take  measures  to  i>repare  a  Digest  of  the  Law 
for  the  guidance  of  the  Courts  of  Law,  in  contemplation  of  the 
fusion  of  Law  and  Equity,  which  was  subsequently  enacted  by  the 
Supreme  Court  of  Judicature  Act,  in  1873,  which  came  into 
operation  on  the  first  November,  1875 

Among  the  Commissioners  were  Lord  Chancellor  Cranworth, 
Lord  Westbury,  Lord  Cairns,  Lord  Hatherley,  Lord  Selbome,  and 
Lord  Penzance — to  mention  those  only  of  Judicial  rank.  The 
Commissioners  determined  to  prepare  Digests  of  three  branches 
of  the  Law  as  specimens  of  a  Digest  of  the  whole  Law :  and  they 
invited  members  of  the  Bar  to  offer  themselves  to  prepare  these 
specimen  Digests  under  their  superintendence.  One  of  the 
branches  of  Law  selected  was  Bills  of  Exchange,  Bank  Notes,  <feo. 

This  Digest  was  not  to  be  a  mere  register  of  decisions*  It 
was  expressly  intended  to  be  a  declaration  of  the  Law  on  all 
points  it  referred  to ;  and,  consequeutty,  it  necessarily  involved  the 
investigation  and  final  settlement  of  all  disputed  points,  contra- 

dictory doctrines,  and  conflicting  cases 
The  author  entered  into  this  competition,  and  in  preparing 

his  paper  for  the  consideration  of  the  Commissioners,  it  occuned 
to  him  that  the  doctrines  generally  current  in  the  profession  as  to 
the  Right  of  Transferring  ChoseB-in'Ociion,  or  Debts,  at  Common 
Law,  were  contradictory 

While  it  was  strenuously  asserted  that  Choses-ituaction,  or 
Debts,  were  absolutely  inalienable  at  Common  Law,  so  as  to  enable 
the  Transferee  to  sue  the  original  debtor,  it  was  perfectly  acknow- 

ledged that,  iu  some  cases,  it  was  quite  legal  to  Transfer  a  Debt : 
and  that  the  Transferee  might  sue  the  original  Debtor 

Thus  it  was  perfectly  acknowledged  that  if  the  Debtor,  his 
Creditor,  and  the  Transferee  met  together ;  the  Creditor  might, 

with  the  Debtor's  conaent,  transfer  his  Bight  of  aotion  to  the 
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Transferee :  the  Debtor  might  then  agree  to  pay  the  Transferee 
instep  of  his  primary  Creditor,  Wliea  this  was  don6|  a  valid 
Contract  waa  created  between  the  original  Debtor  and  the  Trans- 
fiareej  which  cancelled  and  extinj^niiahed  the  two  preceding  con- 

tracts between  the  Debtor  and  hia  Creditor  :  and  between  the 

Creditor  and  the  Transferee  :  and  the  Transferee  might  then  sue 
the  original  Debtor,  because  there  was  now  a  privity  of  Contract 
between  them 

This  was  exactly  the  mod©  of  transferring  a  Debt  laid  down  in 
Gains  :  it  is  described  by  Bracton  as  a  Novation  :  and  it  is 
affirmed  in  the  case  of  Tathck  r.  Harris  (3  T.R.,  180).  Bnller, 

J.,  said—**  If  A  ow^  B  £100  :  and  B  owes  C  £100,  and  the 
three  meet :  and  it  is  agreed  between  them  that  A  shall  pay  0 

the  £100,  B's  Debt  m  extinguished  :  and  C  may  recover  that 
debt  against  A/*  And  this  doctrine  was  affirmed  in  several  other 
cases  :  and  is  no  doubted  Law 

Thus  it  was  clear  that  the  broad  uDqnalified  doctrine  that 
Debts  were  absolutely  incapable  of  being  aliened  at  Common  Law 
was  untenable 

But  though  it  was  admittid  that  a  Debt  might  be  sold  and 
alienated  to  a  certain  definite  and  specified  person  with  whom  the 
original  Debtor  entered  into  a  contract,  it  was  strenuously  main- 

tained that  it  was  cootrary  to  Law  to  issue  an  Obligation  payable 
only  to  some  unspecified  and  indefinite  person,  such  as  the 

•* bearer**:  it  was  alleged  that  no  contract  could  be  created  between 
the  original  Debtor  and  such  indefinite  **  bearer,"  or  *'  assignee/* 
giving  the  latter  an  action  against  the  Debtor 

As  the  very  purpose  of  the  Digest  was  to  declare  anthorita- 
dvely  the  true  doctrine  of  the  Common  Law  on  this  point,  it 
became  necessary  to  trace  this  doctrine  through  the  whole  series 
uf  Beports  to  their  earliest  sources 

This  involved  the  general  Question — *'  In  what  cases  can  the 
party  to  a  Contract  transfer  his  Right  to  a  third  person,  so  as  to 

enable  the  Transferee  to  sue  the  original  Debtor  ?  *' 
Now,  as  we  have  already  observed,  that  nnder  the  Feudal 

System  almost  every  person  was  fixed  in  a  sttite  of  Contract  with 

some  one  else,  Eni'ltiili  Law  i&  peculiarly  rich  in  taaea  which 
detcruiiuc  this  i|ucfiiioa 
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In  a  State  of  pure  Feudalism  the  tenant  of  laod  could  not 
substitute  another  person  for  himself  at  his  own  will,  and  without 
the  consent  of  the  other  party  :  any  more  than  a  Creditor  or 
Debtor  could  substitute  another  person  for  himself  without  the 

consent  of  the  other  party  :  and  for  the  veiy  same  reason — that  it 
was  Property  held  in  Contract,  or  Obligation 

Hence,  the  Law  relating  to  Choses-m-acHon  was  not  peculiar 
to  them  :  it  was  exactly  the  eame  as  applied  to  the  whole  land  of 
the  kingdom 

A  strict  Military  Feud  was,  by  its  very  essence  and  nature, 
inalienable  :  and  such  only  arc  called  proper  Feuds  by  Feudal 
writers.  Bat  gradually  thia  rigour  was  relaxed,  and  Feuds  were 

created  alienable  and  saleable.  Wright  says — *'  All  Feuds,  tliere- 
fore,  that  arc  sold  or  bartered  for  any  immediate  or  contracted 
equivalent ;  or  are  granted  free  of  all  aervicea :  or  in  consideration 
of  one  or  more  certain  services  (whether  military  or  non-mOitary): 
or  upon  a  Cens:  or  Rent :  in  lieu  of  services  :  and  all  such  Feuds 
as  are  by  express  words  in  their  creation,  or  constitution,  alien- 

able, are  improper  Feuds,  and  are  severally  treated  of  by  the 
Feuflists  under  the  head  of  Feuda  mUiiia,  francflt  csensualia, 

enqtHtona^  alktmhilia^  &c." 
Thus,  though  no  doubt  a  Feud  waa  not  originally  alienable, 

yet  wherever  the  Grantor  created  or  constituted  the  Feud  alien- 
able, by  granting  it  to  the  Grantee  and  his  ABSig^ns,  it  was 

assignable,  and  the  Assignee  might  sue  the  Grantor  in  his  own 
name 

Thus,  in  Mallory  v.  Symmd  (Y.  B,  9,  Edw.  II.,  p.  292,  443), 
the  Assignee  of  a  Charter  waa  found  to  have  a  Right  of  action 
against  the  Grantor^  who  granted  it  to  the  Grantee  and  hia 
AsBigus 

It  also  became  common  for  a  lessor  to  grant  leases  to  the  lessee, 
and  hia  aaaigns,  and  auch  leases  were  assignable 

42.  The  original  contract  between  Lord  and  Vaasal  was 
Bilateral  :  because  it  involved  Rights  and  Duties  on  both  sides  : 
and,  consequently,  the  I^ord  could  not  alienate  his  seignory  without 
the  consent  of  his  Vassal :  he  conld  not  turn  over,  or  Attorn, 
afl  it  was  tcrmtd,  the  homage  or  aervice  of  his  Vassal  to  auutiier 



BALE   OF   DBBTS   IN   ENGLISH   LAW 217 

jfttnat  his  will :  and  if  the  tenant  refused  to  attorn^  the 
gXittl  mi  iFoid.    Just  as  a  Creditor  could  not  attorn  his  Debtor 
to  another  person  without  his  consent.     But  if  the  vaasal  agreed 

^_to  the  transfer  of  the  seignoij,  he  was  said  to  Attorn  to  the  new 
eignor.    By  this  public  declaration  he  recognised  the  right  of 

the  new  seignor  to  his  homage  or  service 

Bat  when  internal  peace  and  security  were  established,  the 
relation  between  Lord  and  Vassal  gradually  changed  from  a  Bi- 

lateral to  a  Uuilateral  contract.  The  vassal  came  to  look  to  the 

general  law  of  the  land  for  protection  to  his  person  and  property, 
instead  of  to  his  immediate  lord  :  and  all  the  various  services  of 

the  vassal  were  reduced  to  the  simple  payment  of  Rent 

Consequently,  the  relation  between  Lord  aud  Yassal  was 
reduced  to  the  simple  one  of  Creditor  and  Debtor :  or  that  of 
Landlord  and  Tenant  at  the  present  day 

When,  then,  the  relation  between  Landlord  and  Tenant  was 
reduced  to  a  simple  TJiiilateral  contract,  the  same  principle  began 
to  be  applied  to  it  as  had  already  been  applied  in  Roman  Law  to 
that  of  Creditor  and  Debtor.  It  was  no  real  prejudice  to  a  Debtor 
to  whom  he  paid  hii§  Debt ;  as  long  as  he  was  not  called  upon  to 
pay  it  twice  over.  So  it  was  no  real  prejudice  to  a  Tenant  to 
whom  he  paid  his  Rent :  so  loDg  as  he  was  not  called  upon  to  pay 
it  twice  over.  The  doctrine  of  Attornment  came  to  be  felt  to  be 
a  burdensome  restrmnt  on  the  alienation  of  laud  :  and  several 

methods  were  adopted  to  evade  it.  In  all  cases  where  the  Statute 
of  Wills  and  the  Statute  of  Uses  applied,  attornment  was  declared 

to  be  ujineoessary.  And  many  other  cases  are  given  in  Comyn's 
Digest  Attornment  L 

Between  the  time  of  Littleton  and  Coke  a  further  step  was 
made  :  for,  in  several  cases,  if  the  tenant  refused  he  might  be 

compelled  to  attorn 
At  lasts  the  doctrine  of  attornment^  as  regarded  grants  and 

conveyanoea,  was  entirely  swept  away  and  abolished  by  the  Act, 
Statute  of  Anne,  1705,  c.  IG,  sa.  9,  10  :  which  was  drawn  by  the 
great  Lord  Somers  :  and  estates  in  Land  were  made  freely  trans* 
ferable  without  the  consent  of  the  tenant 

This  Act  of  Anne  is  exactly  parallel  with  the  Statute  or  Con- 
ttitouoa  of  Aleaumdar  Sijvcrus^  ulruady  mentioned^  declaring  that 

^^ 
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a  Creditor  might  freely  sell  his  Debt  with  the  knowledge  or  evea 
agaiDst  the  consent  of  his  Debtor 

Bjr  these  meansi  in  the  course  of  many  centuries^  a  complete 
revolution  waa  eflfected  in  the  Law  relating  to  estates  in  land. 
Whereas  they  were  originally  inalienable,  unless  specially  created 
BO  :  at  the  present  day  all  estates  in  land  are  freely  alienable, 
uniess  granted  with  an  express  stipulation  to  the  contrary,  and 
evea  in  many  cases  such  a  stipulation  is  void 

On  the  Rules  of  the.  Cominon  Iiaw  of  England  relating  to 

iha  Transfer  of  Choses-in-action 

43.  We  have  now  to  investij^ate  the  Rules  of  the  Commoa 
Law  of  Lngland  relating  to  the  Transfer  of  Credits^  Debts,  or 
Chases'tn-action 

Glanville,  the  earliest  writer  on  the  Oommon  Law,  gives  us 
much  information  as  to  the  mode  of  proceeding  for  the  recovery 

of  Debts  in  the  King's  Conn,  but  says  nothing  of  their  transfer 
Brae  ton  adopts  the  division  of  Property  into  Corporeal  and 

Incorporeal :  and  afterwards  considers  Obligations.  He  says  :■ — 
"  We  must  consider,  in  the  first  place,  what  an  Obligation 
is,  and  how  it  is  contracted  :  and  throngh  what  words  and 
through  what  persons  an  Obligatian  is  acquired:  and  in  what 
way  it  is  dissolved  and  got  rid  of:  and  in  what  way  after  it  has 
been  dissolved  it  may  be  renewed  :  and  how  it  may  be  Trans- 

ferred to  another  party ;  and  how  one  ObMgation  may  be 

changed  into  another  " 
And  in  describing  the  various  methods  by  which  an  Obligation 

is  extinguished,  be  says  : — ^**  Likewise  by  Novation  :  as  if  the 
Obligation  has  been  Transferred  from  one  person  to  another 
who  hac  taken  the  Obligation  on  himself.  For  by  the  intervention 
of  a  new  Person,  a  new  Obligation  arises,  and  the  first  is 
extinguished  by  agreement ;  3R  when  a  person  has  taken  npon 

himself  the  Obligation  of  another  ** 
Thus,  Bracton  distinctly  provides  for  the  Transfer  of 

Obligations  :  and  lays  down  that  it  can  be  done  by  the  consent  of 
the  parties  :  and  it  is  clear  that  if  it  be  admitted  that  ObligatiouB 
may  be  transferred  by  the  consent  uf  the  pai  ties  ta  Uienif  it  i» 
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wholly  immaterial  whether  tbat  Goneenb  is  given  orally  or  in writing 

Thus.  Bracton  expressly  states  that  if  the  Debtor,  the  Creditor, 

and  the  TiuDsferee  agree  to  it,  the  Debt  or  Cfiose-in-actton  may  be 
transferred.  And  this  is  exactly  the  Doctrine  laid  down  in  Galas, 
which  was  the  text-book  of  Law  at  the  time  the  Romans  abandoned 
Britain.  But  from  the  entire  omission  by  Bracton  of  the  whole 
of  the  Roman  Doctrine  of  the  Pandects  and  the  Basilica,  that 

Debts,  or  Ghoses-in-action  might  be  fireely  sold  and  transferred 
without  the  knowle^lge,  aud  even  against  the  consent,  of  the 
Debtor,  we  may  be  sure  that  this  was  not  allowed  by  the  Common 
Law  of  En^^laad 

44.  As  Feuds  and  Charters  came  bo  be  granted  to  the 
Grantee  and  his  Assigns,  which  weiB  held  to  be  assignable,  so  as 
to  give  the  Assignee  a  Right  of  action  in  his  own  name  against 
the  Grantor :  so  Personal  Annaitiea,  which  were  more  distinctly 

recognised  as  Choses-m-adion^  came  to  be  gi*anted  in  exactly  the 
eame  form ;  and  it  was  expressly  decided  in  a  long  series  of  cases 
Ibat  the  Asignee  of  an  Annuity  created  assi;^riablc  by  the  words  of 
the  Grantor,  or  OWigor,  had  a  Right  of  action  in  his  own  name 

Thns,  in  13G8,  three  priests,  the  Assignees  of  John  Bi^ihop 
of  Ilerefor  J,  brought  an  action  against  the  Abbot  of  T.  for  arrears 
of  an  Annuity,  which  he  had  granted  to  the  grantee  and  his 

assigOB.  It  was  pleaded  at  the  bar  that  Ohoses-m-acHon  were  not 
assignable  at  Common  Law(Y.  B*,  41  Edw.  IIL,  p.  27):  but  the 
Court  held  that  they  might :  and  that  the  Assignees  had  a  Right 
of  action 

In  the  reign  of  Edward  IV,  it  was  held  in  two  cases  (Y.  B.  5, 
Edw.  IV.,longquinto:  p.  42),  and  (Y.  B.  21,  Edw.  IY.,p,20,c.28) 
that  the  Grantee  of  an  Annuity  had  the  right  to  grant  it  over 

In  the  case  of  Baker  v.  Brook  (Benloes,  c.  65.,  Dyer,  65.  1) 
Brook,  the  parson  of  Bosworth,  granted  an  Annuity  to  the 
Grantee  and  his  AMign8  during  bis  lifetime.  The  Grantee 
assigned  it,  and  the  Assignee  brought  an  action  against  the 
Grantor  for  armars.  The  defendant  demurred,  alleging  that 
snch  an  Annuity  could  not  be  granted  over.  It  was  argued  that 
it  was  against  the  vei7  nature  of  an  Annuity  to  be  assignable  over  ; 
and  that  it  was  a  matter  of  common  karuing  that  a  Chose-in-acUan 
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coiild  not  be  granted  over  by  a  private  person.  But  Montague, 
Chief  Justice,  said  that  the  Court  were  unanimously  of  opinion 
that  the  count  was  good,  and  the  Assignee  might  sue  the  Grantor 

And,  referring  to  this  case,  Coke  says  (Co,  Litt.,  144  c): — **  A 
writ  of  Annuity  is  a  writ  for  the  recovery  of  an  Annuity.  An 
annuity  is  a  yearly  payment  of  a  sum  of  money  granted  to 
another,  in  fee.  for  life,  or  years»  charging  the  person  of  the 
grantor  only.  But  not  only  the  Grantee,  but  his  heir,  and  hia 

and  their  Grantee  also,  shall  have  a  writ  of  annuity  *' 
Thus,  Coke  evidently  considered  that  the  case  was  decisive  of 

the  question  that  the  Assignee  of  an  annuity,  created  assignable 
by  the  grantor  himself,  may  sue  the  grantor  in  his  own  name 

This  doctrine  was  again  affirmed  by  the  Common  Pleas  in  a 
case  in  his  owu  reports.  In  Maund  v,  Gregory  (7  Co*  Rep.,  28  b), 

in  1602,  Gregory  had  by  deed  granted  a  rent-charge  for  his  life  ta 
one  and  his  assigns.  The  gmntee  assigned  it  over,  and  the 
assignee  distrained  for  arrears.  It  was  resolved  by  the  Court  that 

a  Rent-charge,  or  Cho^e-in-aciion,  granbc'd  to  one  and  his  assignjs, 
may  be  assigned  over  by  the  express  words  of  the  grantor  wha 
granted  it  to  him  and  his  assigns  ;  for  modus  et  convmtia  vincunt 

legem 
This  doctrine  was  again  affirmed  by  the  Common  Pleas  in 

Gerrard  v,  Boden  (Hetley,  80),  in  1628.  Gerrard,  the  assignee  af 
an  annuity,  sued  Boden,  who  had  granted  the  annuity  to  a  person 
and  his  assignees.  It  was  argued  that  it  was  merely  contrary 
to  the  nature  of  an  annuity  to  be  assigned  over  to  another :  and 

that  it  is  common  learning  that  a  thing-in -action  cannot  be 
assigned  over :  unless  it  be  the  grant  of  the  King.  But  Hutton, 

J.,  said^ — **  We  are  agreed  that  the  annuity  may  be  granted  over." 
And  since  this  case  the  doctrine  has  never  been  questioned,  till  in 
some  recent  cases,  which  we  shall  reserve  for  future  discussion 

All  these  Annuitiea  were,  of  course,  deeds  under  seal :  and, 
consequently,  this  uniform  series  of  decisions  held  that  a  sealed 
instrument  was  transferable  to  assignees,  when  expressly  created 
60  by  the  Obligor 

An  annuity  is  the  Promise  to  pay  a  series  of  payments  ;  but 
with  the  rise  of  Banking,  in  the  time  of  the  Commonwealth, 
sealed  Notes  of  the  bankerij,  promising  to  pay  a  single  sum  ta 

pa^oei  "  or  bearer/*  came  into  general  use.    In  SheJden  v.  Henttey 
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(t  Show.,  1601),  in  1680,  an  action  was  brought  on  one  of  th€«e 

sealed  Notes  payable  to  bearer  :  and  its  legality  was  fully  recog- 
oiaed  by  the  Court.  The  Court  said—*'  When  a  man  promiees  to 
pay  *the  bearer'  of  the  Note,  any  one  that  brings  the  Note  ahalJ 
be  paid  ** :  and  Jones,  J.,  said— *^  The  custom  of  merchants  made 

that  good  *' In  Hinton*8  case  (2  Show,,  235),  in  1681,  the  bearer  of  a  Bill 
of  Exchange,  payable  to  bearer,  was  hsld  entitled  to  recover  on 
proving  consideration 

In  Williatns  v,  Williams  (Garth.,  269),  in  169S,  a  Promissory 
Note  was  declared  upon  as  Bffh,  or  Noia^  and  within  the  custom 
tf  merchants,  and  the  declaration  was  held  good 

In  Lambert  v.  Oakes  (I  Ld.  Raym.,448),in  1699,  a  Promissory 
Note,  payable  to  payee  or  order,  was  acknowledged  to  be  legal 

In  Carter  v.  Palmer  (12  Mod.,  380),  the  Court  agreed  that  a 
Promissory  Note,  made  payable  to  payee  or  order,  was  legal : 

althongh  they  would  not  allow  a  Note  made  payable  to  "  bearer  " 
only,  to  be  so 

In  Bromimch  v.  Loyd  (2  Lutw.,  1583),  a  Promissory  Note,  pay^ 
able  on  demand,  was  declared  upon  as  a  Bill  of  Exchange ;  and 
Treby,  C.  J,,  fiilly  recognised  it  as  such,  and  said  it  was  legal 

Having  now  brought  the  subject  to  this  point,  at  which,  by  a 
imifonn  series  of  decisions,  extending  through  850  years,  the 
Courts  had  decided  that  Obligations  in  either  form  of  Orders  to 
pay,  or  Promises  to  pay,  when  made  payable  to  the  payee  and  his 
assigns,  or  to  order,  were  legal  documents,  and  that  the  Assignee 
or  Transferee  might  sue  the  Obliirur  in  his  own  name,  we  have  to 
consider  the  case  in  which  the  Obligor  had  not  given  this  consent 

Case  in  which  the  Debtor  had  not  oBsmilsd  to  the  Transfer 

of  Uie  Debt 

46,  The  next  point  to  be  considered  is  how  the  diflSeulty, 
where  the  Debtor  had  not  given  his  consent  to  the  Transfer  of  the 
Debt,  was  overcome  at  Common  Law.  In  Roman  Law,  as  we 
have  seen,  the  Transferee  was  not  able  to  sue,  so  long  as  all 
claimants  were  obliged  to  sue  in  j>er8on.  But  when  persons  were 

allowed  to  sue  by  Attornies,  the  Praetor,  or  Equity  JuJge,  allowed 
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the  Transferee  to  sue  as  the  Attorney  of  the  Transferor :  and  to 
retain  the  proceeds  for  himself 

But  Eno:li8h  Law  never  had  such  a  restriction :  and  as  early 
as  Henry  VL,  we  find  that  the  Aflsignee  might  sue  in  the  name  of 
the  Assignor :  or  the  Assignor  might  sue  as  Trustee  for  the 
Assignee.  And  both  Law  and  Equity  compelled  the  Assignor  to 
allow  the  Assignee  to  use  his  name 

General  Results  of  Ihs  prmimg  Cases 

46.  Having  arrived  at  this  stage  of  the  question  it  is  ad- 
Tisable  to  understand  clearly  the  lesnlta  which  they  establish. 

They  are  these — 1.  That  at  Common  Law  a  Creditor  cannot  transfer  his  Debt, 

or  Chose-in-action,  to  a  third  person  without  the  consent  of  tho 
Debtor,  so  as  to  enable  the  Transferee  to  sue  the  Debtor  in  his 
own  name 

2,  That  whenever  the  Debtor,  or  Obligor,  consents  to  the 
transfer  of  the  Debt,  or  Chose-m-action,  either  Orally  (».^., 
either  by  simple  verbal  consent,  or  in  a  shnple  writing,  such  as  an 
ordinary  Bill  or  Note),  or  in  Writing  (which,  iu  Law,  always 
means  a  Deed,  Bond,  or  Specialty),  the  Creditor  may 
Assign  or  Transfer  it,  and  the  Assignee  or  Transferee  may  sue  in 
bis  own  name 

We  can  now  perceive,  we  think,  the  trae  meaning  of  Coke's 
expression, — that  a  C/w8c4n-aciion  could  not  be  assigned  to  a 
** stranger/'  Considering  that  he  himself  declares  in  his  Institutes 
that  the  Assignee  of  an  Annuity  created  assignable  could  sue  tho 
Grantor,  it  seems  to  be  clear  that  he  did  not  consider  such  on 

Assignee  as  a  **stranger^'  to  the  original  Grantor,  That  by  him- 
self creating  the  Obligation  in  such  a  form,  he  acknowledged  the 

Contract  made  with  the  Transferee :  and  that  the  word  ** stranger,'* 
in  Coke's  sense,  can  only  refer  to  Obligations  not  created  tnuis* 
ferable  by  the  Obligor.  And  that  this  doctrine,  which  is  simple 
oommon  sense,  has  been  magnified  and  exaggeratod  into  tlie  dogma 
that  at  Common  Law  it  is  illegal  to  create  transferable  Oblig^itions, 
or  fioating  Rights  of  action^  in  any  form 
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Dicisions  in  th»  Court  of  King*s  Bench  and  ih^  Caurt  of  Sessim 
that  Promissory  Notes  wstb  not  included  under  Bills  of 
EjtchangB:  and  were  illegal  at  Common  Law 

47«  Bat  soon  a  sfcrange  conflict  of  decisions  arose :  and  in  a 

Beriesof  deciBions  it  was  held  that  the  *' bearer"  had  no  Eight  of 
action  against  the  Acceptor  of  a  Bill  or  the  Maker  of  a  Note^ 

xuade  payable  to  **  bearer '' :  that  Promissory  Notes  were  not 
within  the  castom  of  merchants :  and  coald  not  be  declared  upon 
as  Bills  of  Exchange  :  and  that  they  were  illegal  at  Common  Law 

la  /lodges  V,  Steward  (1  Mk.,  125),  in  1891,  it  was  held  that 

the  "  bearer'*  of  a  Bill  (which  in  this  case  was  evidently  a  Note) 
made  payable  to  A.  B.  or  bearer,  had  no  action  against  the  maker 

In  fforton  v,  Coffffs  (3  Lev.,  299),  in  1691,  it  was  held  that  a 

Promissory  Note  made  payable  to  A  or  "  bearer  *'  waa  not  valid 
in  the  hands  of  the  bearer  against  the  maker 

In  Nicholson  v.  Sedgwick  (1  Ld*  Eaym.,  18),  in  1G98,  this 
doctrine  was  again  held 

In  Cogg's  case  (Comber.,  406),  in  1699,  it  was  again  held  that 
the  "  bearer"  of  a  Note  payable  to  bearer  had  no  action 

In  Carter  v.  Palmer  (12  Mod.,  880),  in  1701,  it  was  held  that 

.a  Promissory  Note  made  payable  to  '* bearer"  only  was  not 
negotiabfe,  and  not  within  the  custom  of  merchants  :  but  Edit,  C  J,, 
and  the  Court  agreed  that  a  Promissory  Note  drawn  payable  to 

A.  or  "  order,"  was  negotiable  within  the  custom 
In  Jordan  v.  Bar  he  (3  Salk.,  67),  in  1701,  the  same  doctrine 

waa  affirmed 

Up  to  this  time,  the  legality  of  Promissory  Notes  made  pay- 

able to  A.  or  '* order"  had  not  been  questioned.  It  was  only  the 
legality  of  those  drawn  payable  to  A.  or  **  bearer** :  because  it  waa 
held  that  a  Note  delivered  in  that  form  conferred  no  right  to  A. 

to  indorse  it  away.  The  Courts,  after  allowing  that  the  *' bearer  " 
had  the  right  to  sue  the  maker  in  some  eases,  at  last  reversed  this 

opinion,  and  held  that  the  "  bearer  "  had  no  action  against  the 
maker  :  but  they  held  that  an  Indorsee  might  sue  his  Indorser : 
because  every  Indorsement  is  a  new  drawing 

Moreover,  up  to  this  timo  Promissory  Notes  had  been 
nsually  declared  upon  as  Bills  of  Exchange :  and  in  the  legal 

phiaaeology  of  thu^  times  which  had  not  been  as  yet  delinitively 
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settled,  what  in  modem  laTiguagcs  is  inTariably  termeil  Making 
a  Note,  was  very  freqiieotly  termed  Drawing  a  Bill  :  and  tho 
Maher  of  the  Note  was  termed  the  Drawer 

But  in  CIcrke  t.  Mariin  (2  Ld.  Raym.,  787),  in  1703,  Lord  Holt 
laid  down  the  doctrine  that  Promissory  Notes  in  any  form 
whatever  were  illegal.  Jo  this  case  a  Promissory  Note,  drawn 
payable  to  A.  B>  or  oaler,  was  declared  upon  as  a  Bill  of  Exchange, 
as  was  then  the  usual  practice  ;  and  had  been  admitted  by  Holt 
himself  in  several  cases 

But  now  he  set  his  face  entirely  against  Promissory  Notes  in 

any  form  whatever.  The  report  says : — '*  But  Holt,  0. J.,  waa 
totts  virihis  against  the  action,  and  said  this  note  could  not  be  a 
Bill  of  Kxchange  :  that  the  maintaining  of  these  actions  upon 
such  Notes  were  innovations  npon  the  rules  of  the  Common  Law, 
and  that  it  amounted  to  setting  a  new  sort  of  Specialty^ 
unknown  to  the  Common  Law,  and  invented  in  Lombard  Street, 
which  attempted  in  these  matters  of  Bills  of  Exchange  to  give 
laws  to  Westminster  Hall :  that  the  continuing  to  declare  upon 
these  Notes  upon  the  custom  of  merchants  proceeded  from 

obstinacy  and  opinionativeness."  And  the  whole  Court  agreed 
that  Promissory  Notes  of  any  form  were  illegal  at  Common  Law 

In  Cuitwg  v.  Williams  (7  Mod,,  155),  in  1708,  the  Coort 
nnanimonsly  adhered  to  the  decision  in  CkrJce  v.  Martin.  Holt 
said  that  he  had  proposed  it  to  all  the  Judges  whether  a  declara- 

tion upon  a  Promissory  Note  conld  be  supported :  and  they 
were  all  of  opinion  that  a  Deolaration  npon  a  Promissory  Note 
upon  the  custom  of  merchants  was  void,  as  it  made  a  Note 
amount  to  a  Specialty 

The  last  case  is  that  of  BvJler  v.  CripB  (6  Mod.,  29)  in  1704, 
The  Indorsee  of  a  Note  drawn  payable  to  A.  B.  or  order,  brought 
an  action  against  the  Maker  or  Drawer,  and  declared  upon  it  as  a 
Bill  of  Exeliange  within  the  custom  of  merchants.  But  Holt  had 
now  decidedly  put  his  foot  down,  and  had  drawn  aU  the  other 

Jadges  over  to  his  opinion.  He  said :  "  The  notes  in  question 
are  only  an  invention  of  the  goldsmiths  in  Lombard  Street,  who 
had  a  mind  to  make  a  law  to  bind  all  those  who  did  deal  wnth 
them ;  and  sure  to  allow  such  a  note  to  carry  any  lien  with  it, 
Wf^rt  to  turn  a  piece  of  paper,  which  in  law  is  but  evidence  of  a 
parol  contract  into  a  Specialty :  and  besides,  it  would  empower 
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one  to  assiVn  that  to  another  which  he  could  not  have  himself  : 
for  siooe  he  to  whom  this  note  was  made  could  not  have  tliia 

actioD,  how  can  his  ABsigfnec  hare  it  ?  And  these  notee  are  not  of 
the  nature  of  Bills  of  Exchange :  for  the  reason  of  the  custom  of 
Bills  of  Exchange  is  for  the  expediHon  of  trade  and  its  safety,  and 

likewise  it  hinders  the  exportation  of  money  out  of  the  realm" 
On  a  subsequent  day.  Lord  Holt  said  that  he  had  desired  to 

speak  with  two  of  the  most  famous  merchants  in  London  to  be 
informed  of  the  mighty  ill  consequences  that  it  was  pretended 
would  ensue  by  obstructing  this  course,  and  that  they  bad  told 
hira  it  was  very  frequent  with  them  to  make  such  Notes  :  and 
that  they  looked  ui>on  them  as  Bills  of  Exchange  ;  and  that  they 
had  been  used  for  a  matter  of  thirty  years ;  and  that  not  only 
Notes,  but  Bonds  for  money  were  transferred  frequently,  and 
indorsed  as  Bills  of  Exchange 

As  the  decision  of  the  Judges  that  Promissory  Notes  were 
illegal  in  any  form  wliatevcr  now  seemed  unalterable,  the  Act 
Statute,  1705*  c.  7,  was  passed,  which  having  recited  that  it  hati 
been  held  that  Notes  in  writing,  signed  by  the  party  who  makes 
the  same,  whereby  such  party  promises  to  pay  to  any  other  person 
or  \m  order,  any  sum  of  money  therein  meutioned,  are  not  assign- 

able or  iudorsable  over  within  the  custom  of  merchant*  ;  and  that 

neither  the  payee  himself  nor  his  indorsees  could  maintain  an 
action  on  such  notes  ;  it  enacted  that  all  Promissory  Notes  made 
payable  t^  any  person  or  to  order,  or  to  bearer,  should  be  placed 
in  all  respects  on  the  same  footing  as  Inland  Bills  of  Exchange. 
And  it  lias  been  frequently  supposed  since  that  Promissory  Notes 
were  first  legalised  by  this  Act 

48.  In  Scotland  the  Court  of  Session  adopted  the  doctrine  of 

the  King's  Bench,  that  Promissory  Notes  were  not  Bills  of 
Exchange  :  and  were  illegal  at  Common  Law,  In  order  to 

r-rnfMly  this,  the  Act  Statute,  1772,  c.  72,  plu«^d  Promissory  Notes 
iu  Scuilaud  ou  the  same  footing  as  Bills  of  Exchange 

49.  Having  now  detailed  these  celebrated  cases,  we  most  state 
the  ground  u|»on  which  they  were  founded 

Lord  Holt  distinctly  admitted  that  Deeds,  Bonds,  or 

Specialties    were   assigu>ible   or    iudorsable ;    and    that    the 
a 
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Aflsisrnee  or  Indorsee  mi^^rht  sue  npon  them  in  his  own  name  ; 
thereby  confirming  tlic  whole  series  of  cases  we  have  adduced  from 
18C8  dovvnwurdi} 

His  objection  waB,  thnt  by  admitting  simple  Promissory  Notea 
Lo  be  transferable,  it  was  giving  a  mere  parol  contract  the  same 

rights  as  a  Specialty,  to  which  it  might  be  said— Why  not  ? 
A  Specialty  doubtless  does  not  require  a  Consideration  :  and  a 

Parol  Contract  does:  bnl  why  should  that  affect  their  Trans- 
ferability ? 

At  thifl  time  there  was  a  great  conflict  of  opinion  as  to  whether 
IndorBcment  was  necessary  to  transfer  the  title  or  the  Property  in 
the  iufitruraenfc.  By  mm^  incomprehensible  subtlety  it  was  held 
that  a  Note  made  payable  to  A.  or  bearer  gave  the  payee  no 
authority  to  indorse.     But  this  was  obviously  untenable 

It  is  also  to  be  observed  that  the  merchants  whom  Lord  Holt 

consulted,  testified  that  it  was  then  usual  in  the  City  to  transfer 
Bondj?  by  Indorsement  exactly  as  if  they  were  Bill^  of  Exchange 

We  shall  presently  see  the  important  bearing  these  facts  and 
doctrines  have  with  respect  to  the  dogmas  held  by  the  judgee  in 
recent  titnes 

60.  Although  Lord  Holt's  authority  had  induced  all  tlie 
judges  to  yield  to  his  opinion — against  their  own  former  opiniona 
— ^these  eases  were  subsequently  challenged  by  the  highest 
authority  in  Mercantile  Law  of  the  day.  In  Ora/U  v.  Vmighan 

(1  Black,  485),  in  1764,  Lord  Mansfield  said—"  I  think,  npoii 
the  merits,  all  the  cases  in  King  William's  time  are  founded  on 
mistaken  principles.  TJie  firat  struggle  of  the  merchants,  whicli 
made  Holt  so  angry  with  them,  to  make  inland  bills  of  exchange  in 

ihe  nature  of  Specialties,  and  to  declai-e  upon  them  as  such,  wns 
et^rtaiuly  wrong  on  thei  r  parts*  Bat  the  reasons  given  by  the  Judges 
who  hold  that  no  action  can  be  brongbt  by  the  holder  of  such  a  bill 
payable  to  bearer,  are  equally  ill-founded.  Firat,  it  is  said  they 
were  never  intended  to  be  negotiable :  Cujus  contrarmn  $4  verum. 

For  when  payable  to  ̂  A*  B.  or  bearer  *  they  are  clearly  intended 
to  be  transferred  in  the  mojit  efisy  manner  possible  even  without 

indorsement*  ...  In  Jfintott's  case,  2  Show.,  235,  in  the 
latter  end  of  Charles  TL's  time,  it  is  taken  for  gmnted  that  such 
V)ills  are  recoverable  by  thii  bearer  if  he  comt^s  to  them  bond  fak. 
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To  this  Bncoeeded  all  the  caecfl  in  King  William's  time,  which 
a4lopted  th*'  other  erroneous  principle  '* 

Wilmot,  J.,  said — *'The  word  heavBr  is  only  a  description  . . 
the  person  with  whom  you  contract.  A  name  is  only  a  like 
description.  The  contract  is  to  pay  the  hilt,  either  to  you  or  to 
the  [>cr8on  to  whom  you  shall  deliver  it,  or  to  whom  he  shall 
dolirer  it  in  infinitum.  The  case  in  Shower  is  a  clear  authority 
that  a  bond  fide  holder  may  recover.  The  eubsequent  cases  are  ill 

founded  and  strike  at  the  root  of  credit  *' 
TliUB  it  is  clear  that  the  case  of  Grant  v,  Vaughan  distinctly 

and  directly  over-ruled  the  whole  of  the  cases  decided  by  Lord 
Holt.  And  in  his  judgment  Lord  Mansfield  especially  allowed  that 

Specialties,  or  Reeds,  or  Bonds  were  capable  of  being  made  assign- 
able or  indorsable,  and  that  the  Assignee  or  Indorsee  might  sue 

npon  them.  But  he  also  declared  that  the  same  principle  held 
gixwi  respecting  mere  parol  contracts  like  ordinary  Bills  ol 
Escliange  and  Promissory  Notes 

The  effect  of  the  case  of  Grant  v.  Vaughan  is  to  reverse  and 

over-role  all  the  cases  decided  by  Lord  Holt,  and  to  rehabilitate 
and  restore  the  authority  of  the  preceding  cases,  and  to  restore  the 

doctrine  of  the  Common  Law,  as  it  was  before  Holt's  cases^ — 
namely,  that  it  was  strictly  legal  at  Common  Law  for  any  person 
whatever  to  issue  transferable  Obligations  eitlier  in  the  form  of 
Bondit,  Deeds,  or  Specialties,  or  that  of  Simple  Coutraots  :  that 
they  were  equally  transferable  :  and  that  the  Transferee  might 
aae  iu  his  own  name  eqnally  in  either  case 

61*  Even  Lord  Kenyon,  who  was  a  well-known  stickler  for 
the  most  rigid  principles  of  the  Common  Law  said,  in  Brown  v» 

HarradBn  (4  T.  R.,  148)  in  17111— "It  is  not  necessary  now  to 
cnnsider  whether  or  not  Lord  Holt  was  right  in  so  pertinaciously 

adlk'ring  to  his  opinion  that  before  the  Statute  of  Anne  no  action 
could  be  maintained  on  Promissory  Notes  as  Instruments,  but 
that  they  were  only  to  be  considered  m  evidence  of  the  Debt.  .  . 
The  authority  which  his  opinion  had  in  Westminster  Hall  made 

others  yield  to  him  ** 

Notwithstanding  that  the  caiSe  of  Grant  \\  Vaufffum  dislim^ 

reversed  and  overrnled  Lord  Holt's  cases,  it  has  boeo  wnpftmi  hf 

«* 

4 

4 

4 
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all  modern  *\  lulgcs  and  t43xt  writers  that  they  were  correct,  aud 
thiit  Promissory  Notes  are  purely  the  creation  of  the  Act  of  Anne 
in  England  and  of  the  Act  of  George  III,  in  BcoLland 

62.    lu  Fnintr  v.  Mmres  (2  W.  Black,,  1269),  in  1779.  Meare« 

hfid  granted  u  Ues|K>mk'ntiit  Bond  to  Cox,  asBiiijnnhle  by  Indorse- 
Djeut.  Cox  indorsed  it  to  Femier  ;  and  Fenner  siu  d  the  Obligor, 
It  was  the  first  instance  of  the  Indorsee  of  n  UesiMmdentia  Bond 
fiueinff  the  (liautor 

Blaekstime,  J,,  said — "The  promise  made  by  Meares  is 
sufficient.  Whatever  wonld  have  been  due  to  Cox  is  by  the 
assignment  transferred  to  Fcnner.  He  ran  the  same  hazard  and 
in  entitled  to  the  Fame  benefit.  And  I  see  no  reason  why  Meares 
shoidd  l»e  in  a  better  condition  merely  because  his  Creditor  is 

changed  " Nares,  J,, — "I  think  this  is  a  particular  promise  to  the 

Assignee  whenever  auy  8iieh  si  ion  Id  be  " 
De  Grey,  C,  J., — ^-^  At  the  trial  I  gave  an  opinion  that  in  point 

of  Law  this  action  was  maintainable  :  and  I  have  seen  no  reason 

to  change  it.  It  would  elog  these  securities,  and  be  prc^ductive  of 
great  inconvenience,  if  they  wore  obliged  to  remain  in  the  hands 
of  the  first  Obligee.  This  contract  is,  tlicrcfore,  devised  to  operate 
upon  subsequent  assignments  ;  and  amounts  to  a  declaration  that 
DiJon  Buoh  assignment  the  money  which  1  have  so  borrowed  shall 
be  no  longer  the  money  of  A,,  but  of  B.  his  substitute.  The 
Plaintiflf  is  certainly,  I  think,  entitled  to  the  money  in  conscience, 
and,  therefore,  I  think,  entitled  also  in  Law :  for  the  Defendant  has 

promised  to  pay  any  person  that  shall  be  entitled  to  the  money" 
Thns  the  Court  unanimously  held  that  the  Obligor  having 

granted  a  Bond  transferable  to  any  one  else,  by  indorsement, 
any  Indorsee  nnght  enforce  it  against  hmi  ;  in  strict  conformity 
with  the  invariable  decisions  of  the  Courts  in  all  former  similar 
cases 

The  Opifiwn  of  wme  Judge*  on  the  Tratufer  of  Ghos^n-in-actinn 

63*  Ecjuity  had  from  its  earliest  institution  adopted  the  Law 
of  the  Pandects  and  the  Basiliai,  that  a  Creditor  hud  tiie  al>aolritc 
Right  to  transfer  his  Riglit  or  Debt  without  the  consent  of  the 
Debtor  :  and  fM»nip  eminent  judges*  imbued  with  the  spirit  of  Lord 
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Mansfield^  lield  that  the  Conrts  of  Common  Law  rnfgbt,  and  ought 

tu,  adopt  this  principle  of  ihtiir  own  authority,  Tha8  in  Wmch  \\ 

Keehj  (1  T.  R.,  G19)»  in  1787,  Ashburst,  J.,  mid— **It  is  true  tbiit 
formerly  the  Courts  uf  Luw  did  not  take  notice  of  an  Eqnifcy  or  ii 

'J*ru8t :  for  Trusts  ar«  within  the  original  jonadiction  of  a  Court 
of  Equity :  but  of  late  years  it  hae  been  found  productive  of  great 

expense  to  Bend  the  parties  to  the  other  side  of  the  Ilalh  Where- 
ever  this  Court  have  seen  the  justice  of  the  case  has  been  clearly 
with  the  plaintiff,  they  have  not  turned  him  round  upon  this 
objection.  Then  if  this  Coart  will  take  notice  of  a  Trust,  why 

not  of  an  Equity  ? '' 
In  another  well  known  case,  Buller,  J.,  who  may  be  considered 

as  the  adiatits  of  Lord  Mansfield^  said — "  It  is  laid  down  in  our 
old  books  that  for  avoiding  muiutenance,  a  dtose-in-action  cannot 
be  assigned,  or  granted  over  to  another  (Co,  Litt,,  214  a,  2^^  a  : 
%  EolL  45,  L  40).  The  good  sense  of  that  rule  seems  to  me  to 
be  Tery  questionable  :  and  in  early  as  well  as  modern  times  it  has 
been  so  explained  away,  that  it  remains  at  most  only  an  objection 
to  the  form  of  action  in  any  case.  In  2  Roil.,  Abr  45  and  46,  it  is 
admitted  that  an  Obligation  or  other  deed  may  be  granted,  so  that 
the  writing  passes :  but  it  is  said  that  the  grantee  cannot  sne  for 
it  in  his  o^vn  name.  If  a  third  person  be  permitted  to  acquire 
the  interest  in  a  thing,  whether  he  is  to  bring  the  action  in  his 
own  name,  or  in  the  name  of  the  grantor,  does  not  seem  to  me  to 

affect  the  *iUt'stion  of  maintenance.  ...  *  Courts  of  E<|uity 
from  the  earliest  times  thought  the  doctrine  too  absurd  for  them 
to  adopt«  and  therefore  they  always  acted  iu  contradiction  to  it : 
and  we  shall  bouu  see  that  Courts  of  Law  also  altered  their 
language  on  the  subject  very  ranch.  In  12  Mod.,  554,  the  Court 
sjieaks  of  the  assignment  of  an  apprentice,  or  un  assignment  of  a 
bond  as  things  which  are  good  between  the  parties,  and  to  which 
they  must  give  their  sanction  and  act  upon.  So  the  assignment 
of  a  cho8€'in-actwn  has  always  been  held  a  good  consideration  for 
a  promise,  .  •  After  these  cases  we  may  ventnre  to  say  that 
the  maxim  was  a  bad  one,  and  that  it  proceeded  on  a  foundation 
which  fails.  But  still  it  must  he  admitted  that  though  theCoujtJ^ 
of  Law  have  gone  the  length  of  taking  notice  of  assignments  ot 
ehoses-in-actiaHf  and  of  acting  on  them,  yet  in  many  casi.^s  tb^y 
have  adhered  to  the  formal  objection  t^ut  the  autioa  shall  U- 
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brought  m  the  mime  of  the  as^ignor^  aod  not  in  the  name  of  the 
assignee.  J  see  no.  use  or  convenience  in  preserving  the  shadow 
when  the  snb^tonce  is  gone  :  and  that  it  is  merely  a  shadow,  is 
apparent  from  the  latter  cases,  in  which  the  Court  have  takeu  care 
that  it  shall  never  work  injastioe.  ...  *  But  admitting 

that  on  account  of  this  quaint  maxim  an  action  cannot  be  main* 
fcained  by  an  assignee  of  a  diose-in-aclmi  in  his  own  name,  it 
remains  to  be  considered  whether  that  objection  ever  did  hold,  or 
ever  can  hold,  in  the  cose  of  a  mercantile  instrument  or  transaction. 
The  Law  merchant  is  a  system  of  equity,  founded  on  the  rules  of 
equity,  and  governed  in  all  its  jmrts  by  plain  justice  and  good 
faith.  «  .  .  I  can  iind  no  instance  in  which  the  objection  has 
prevailed  in  a  mercantile  case  :  and  in  the  two  instances  most 
universally  in  use,  it  undoubtedly  does  not  hold  :  that  is  in  the 
cases  of  Bills  of  Exchange  and  Policies  of  Insurance,  The  first  ia 
the  present  case  :  and  bills  are  agsignable  by  the  custom  of 
merchants :  so  in  the  caae  of  Policies  of  Insurance,  till  the  late 
Act  was  made  requiring  that  the  name  of  the  person  interested 
should  be  inserted  in  the  Policy,  the  constant  course  was  to  make 
the  policy  in  the  name  of  the  broker :  and  yet  the  owner  of  the 
goods  maintained  an  action  upon  it.  Otrculation  and  the  Transfer 
of  Property  are  the  life  aiid  soul  of  trade,  and  must  not  be  checked 

in  any  instance :"  and  then  he  cited  the  case  of  Femier  v,  Mearis 
In  7'ooke  v.  HoUingworth  (5  T.  E,,  215),  in  1798,  the  same 

Judge  said — "  During  the  fifteen  years  that  I  have  sat  on  this 
bench,  I  have  never^known  any  case  which  established  a  distinction 
between  Courts  of  Equity  and  Law  on  subjects  of  this  kind.  I 
have  always  thonght  it  highly  injurious  to  the  public  that  different 
rales  should  prevail  in  the  different  courts  on  the  same  mercantile 
caae.  My  opinion  has  been  uniform  on  that  subject*  It  some- 

times, indeed,  happens  that  in  questions  of  real  property,  eoiirta 
of  law  find  themselves  fettered  with  rules  from  which  they  cannot 
depart,  because  they  are  fixed  and  established  rules  :  though  equity 
may  interpose,  not  to  contradict  bat  to  correct,  the  strict  and 
rigid  rules  of  law.  But  in  mercantile  qnestiona  no  distinction 
ought  to  prevail  The  mercantile  Law  of  this  country  ia 
founded  on  principles  of  Equity  :  and  whm  once  a  nd$  h 
t^iabluhid  in  thtt  Court  as  a  ruU  ofpro^f^rtg^  U  tntgfU  tQ  htado^Ud 

m  a  Cvwt  of  Law  ** 
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AUhouofh  tirese  emiutMit  Jmlges  clearly  announced  their 
oj»fnion  that  it  was  perfectly  within  the  eorapetence  of  the  Courts 
of  Law  to  shake  olT  the  antiquated  fiction  that  Choses-m-adion  aro 
not  aeaigniible  in  Law,  they  never  had  tfie  boldness  to  carry  out 
thiti  stiggestion  :  and  the  doctrine  continued  to  haunt  the  Courts 

of  Law  for  nearly  a  century  later  with  the  most  pernicious  conse- 
quences: and  the  only  sense  in  v?hich  the  doctrine  ever  was  true 

that  the  Transferee  of  a  Chose-in-actwif  which  is  assigned  without 
the  consent  of  the  Debtor,  cannot  sue  the  Debtor  in  his  own  name ; 
bnt  must  sue  in  the  name  of  the  Transferor  :  for  which  there  is 

good  reason  in  law  :  became  mnguified  and  exag^emted  that  it 
was  contrary  to  tlie  Coinmon  Law  to  crei^te  Obligations  or  Cho^at- 
in-action  transferable  even  by  the  consent  of  the  Obligor:  for 
which  there  never  was  the  shadow  of  a  foundation 

Of  the  Property  of  the  Trasnferee  m  Instruments 
Lost  or  Stolen 

(J4.  We  have  now  shown  that  it  was  perfectly  well  settled 

that  all  Obligations  mi<,'ht  be  created  and  issued  Assignable  by 
the  Obligor  :  that  is,  they  were  Transferable  by  sale,  like  any 
materihd  Chattel,  But  that  only  went  so  far  as  to  say  that  they 
might  lie  transferred  by  a  due  and  lawful  sate.  iVnd  so  long  as 
ludoreernent  was  held  to  be  necessary  on  each  Transfer  to  transfer 
the  Property  in  them^  it  was  quite  easy  to  ascertain  the  title  of 
each  Transferor 

But  when  Obligations  were  created  and  issaed  by  the  Obligor 

payable  to  *' bearer"  only :  and  when  it  was  held  tliat  the  mere 
Indorsement  of  the  first  Payee  rendered  the  Instrument  payable 
to  bearer  without  any  further  Indorsement :  a  new  questiuu  arose 

Small  and  portable  Instruments  like  Bills  of  Exchange,  Bank 

Notes  and  Cheques,  which  are  used  in  the  daily  pnctice  of  com* 
merce^  are  peculiarly  liable  to  be  lost  or  stolen.  Now»  snpposo 
that  one  of  these  Instruments  was  lost  or  stolen  :  and  the  finder 

or  thief  passed  it  away  in  the  usual  course  of  business;  and  the 
Purchaser,  or  Tranafeiee,  bonght  it  honcfttly,  and  without  know- 

ing that  the  Transferor  had  no  real  Property  in  it ;  and  gave  full 
value  for  it — What  were  his  Rights  in  the  Instrnraent  ? 

We  have  said  in  Chapter  L  that  if  the  owner  ot  any  chattel 
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loses  it,  or  has  it  stolofi  from  him,  he  does  not  thereby  lose  his 
Piuperty  in  it :  and  that  he  can  reclaiiu,  or  vindicate,  it  from 
aoy  person  in  whose  possession  fie  may  find  it;  no  matter  how 
rn:iay  hands  it  may  have  passed  through  :  and  even  if  he  ̂ Te 
full  value  for  it :  and  had  no  knowledge  that  it  had  been  stoleo. 
Tire  maxim  of  law  is  that  no  one  can  convey  a  Right  he  docs  not 
possess :  and,  therefore,  he  c«iunot  convey  any  better  title  to  a 
chattel  than  he  hiniiielf  possesses.  Consequently,  no  person  who 
possesses  any  chattel  can  have  any  better  title  to  it  than  any  of 
the  previous  Trimsferors 

But,  from  the  very  necessity  of  the  case,  Money  was  always 
an  exception  to  this  nile.  It  has  always  been  law  that  if  a 
pc^rsou  loses  a  sum  of  money,  or  has  it  stolen  from  him^  he  oaa 
reclaim,  or  vindicate,  it  if  he  finds  it  in  the  possession  of  the 
findt!r  or  thief.  Bat  if  tlie  finder  or  thief  goes  into  a  shop  and 
buys  goods  with  it :  or  passes  it  away  in  the  usual  course  of 
business :  and  the  seller  of  the  goods  takes  it  honestly  in  the 
usual  way  of  business,  and  without  knowing  it  has  been  stolen,  he 
tieqoires  an  absolute  Property  in  it,  notwithstanding  the  defect  of 
the  title  of  his  Transferor :  and  can  retain  it  against  the  tnio 
owner.  This  is  expressed  by  saying  that  in  all  honest  transactions, 
VmPmperitj  in  the  Money  pauses  by  Delivery.  It  is  this  peculiarity 

w  hich  in  law  is  denoted  by  the  term  **  Currency ''  :  and  the 
legal  term  "  Current"  is  applied  to  any  Property  to  which  the 
'i'ransferee  acquires  an  absolute  title  by  delivery,  notwithstanding 
the  inlirmity  of  the  Title  of  the  Transferor 

Now  the  question  arose  very  early  in  the  case  of  Securities  fof 
Money,  lost  or  stolen,  and  passed  away  in  commerce  and  honestly 

purchased  for  full  value — What  is  the  Title  of  the  Transferee  in 
an  instrument  acquired  in  such  a  way  ?  Does  it  follow  the  law 
of  ordinary  chattels  ?  or  does  it  follow  the  law  of  Money  ?  and, 

do  such  securities  possess  the  attribute  of  **  Currency  *'  ? 
It  has  been  decided  in  a  long  series  of  cases,  that  all  Securities 

for  Money  CTeat«3d  and  issued  by  the  Obligor,  transferable,  and 
therefore  intended  by  hira  to  circulate  like  Money,  fnllnw  the 
law  of  Money :  and,  therefore,  they  possess  the  attribute  of 

••  Currency  " 
But  Obligations  which  are  created  and  Jfwned  by  the  Obligor 

payable  only  to  a  dctinite  persuDi  and  therefore  not  intended  by 
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him  to  circulate  like  Money »  f'*llow  the  Law  of  Qooda :  nnd, 

tlierefore,  do  not  possess  the  attribtite  of  *'  Currency.*'  Every 
porson,  therefore,  who  purchaser  such  au  Instrament  has  fall 
warning  that  he  takes  it  subject  to  tlie  title  of  all  preceding 
Transferors 

Instruments  which  pu.-'^esB  the  attribate  of  "Currency** 
are  also  termed  Negotiable 

The  student  rau?it  carefully  observe  the  distinction  betweea 
Assignable  Inslrnments  aud  Negotiable  Ingtruments 

Assignable  Instruments  arc  those  which  may  be  freely 
fold  :  but  whose  Trauafer  follows  the  Law  of  Qoods :  and  tho 

Title  of  the  last  Transferee  depends  on  the  title  of  all  the  pj"e- 
ceeding  Transferors 

Negotiable  Instruments  are  those  which  may  also  be 
freely  sold  ;  but  whone  T<aDsfer  follows  Llic  Law  of  Money: 
the  last  Transferee,  if  he  acquires  them  honestly  and  for  fall 
yalne,  acquires  complete  Property  in  them  :  may  retain  them 
against  the  true  owner,  if  tliey  are  lost  or  stolen  :  and  may  sae  all 
the  parties  to  them 

Thus  every  Negotiable  I  ustrument  is  %pw  /ado  Assignable : 
bat  every  Assignable  lastrument  is  not  Negotiable 

And  a  Negotiable  Listrunicnt  may  Ix?  deprived  of  its  attribute 
of  Negotiability,  or  Currency,  and  reduced  to  an  Assignable 
Instrument 

Thns,  if  the  holder  of  a  Bill  of  Exchange  made  payalile  to 

"bearer/*  or  indorsed  in  blank,  and,  therefore,  become  [xiyuble  to 
bearer,  indorses  it  specially  to  another  person  otilf/j  the  Instrunn^nt 
has  ceased  to  be  Nf/jotutbk,  and  become  only  Assignable 
against  the  person  who  has  »petiaHy  indorsed  it ;  though  it 
remains  Negotiable  against  the  Drawer,  Acoeptor^  and  aU  lodorsera 
who  indorsed  it  generally 

So  an  ordinary  Cheqae  payable  to  "  bearer  "  or  to  order  is  a 
Negotiable  Instrument :  but  by  a  recent  Act  the  holder  may 

write  the  words  "Non-Negotiable"  across  it:  and  then  it  is 
reduced  to  an  Assignable  Instrument :  and  all  Transferees 
take  it  subject  to  the  title  of  all  the  proceeding  transferors 

So  an  overdue  Bill  or  Note  loses  its  attribute  of  Negotiability 
or  Oarrency,  and  is  reduced  to  an  Assignable  Instrnment :  and  all 
TransfereeB  take  it  subject  to  the  title  of  the  Xrausferors  after  il 
becaiae  overdue 
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We  sliall  not  give  any  account  here  of  the  scries  of  decisiotis 
which  huve  establislied  that  all  securities  for  Money,  created  anil 

issiiltI  by  the  Obligor  himself,  payable  to  *' bearer"  or  indorsed  in 
blank,  are  Negotiable  Instnimcnts  :  and,  therefore,  possess  tbu 
attribute  of  Currency.  The  Bank  Charter  Act  of  1844,  and  the 
monetary  legislation  of  the  country  is  founded  entirely  on  a 

particular  definition  of  the  word  **  Currency " :  and  its 
exposition  is  so  important  that  it  will  require  a  cliapter  to  itself 

On  the  Origin  of  the  Dogma  tMt  '^  Choses- in -action 

ar$  not  Assignable  at  Common  Law*' 

66.  Bracton,  the  Prince  of  Engliali  Juridical  writers — ^whoso 
long-negli^€ted  work  has  now,  we  arc  happy  to  say,  been  republished 
under  the  direction  of  the  Master  of  the  Rolb,  in  a  magnificent 

edition  which  leaves  nothing  to  be  desired — statCx*?^  as  we  have 
seen,  in  the  most  general  words  possible,  that  Any  Obligation 
may  be  Transferred  or  Assigned  by  the  consent  of  the 

parties  to  it 
Now,  as  we  have  already  explained,  an  Obligation  is  the  Bond 

of  Law  between  two  persons,  by  which  one  Person,  the  Creditor* 
has  the  Right  to  compel  another  Person,  the  Debtor,  to  render 
him  Any  material  chattel,  such  as  money,  iron,  corn,  timber, 
or  any  other  :  or  to  render  him  a  service  of  Any  desoription 
whatever  (ad  Aliquid  dandum  aut  faciendum) 

We  have  shown  in  Chapter  L  that  in  Roman  Law  the  word 
Kes  includes  everything  which  can  be  the  subject  of  a  Kight. 
Consequently,  Jurists  have  shown  that  as  one  person  may  have  the 
lli^ht  to  demand  some  servioe  from  another,  the  word  Res 
includes  hamnu  iwjtions,  services,  or  labour  of  any  sort 

Coustn|nentIy,  the  term  Chose-VMidion  must  include  the  Right 
to  demand  any  Servioe  or  Labour ;  as  weU  as  the  Right  to  demand 
«  material  chattel 

Moreover,  an  Obligation  may  be  contracted  in  foor  forms: 
either  by  the  delivery  of  the  thing  :  in  writing  :  by  words  :  or  by 
mutual  consent 

It  may  be  aa  well  to  explain  for  the  lienefit  of  lay  rea<h*rg,  that 

in  English  Law  '*  writing  "  always  used  to  mean  a  toritmj  under 
8eaL    Very  few  persons  iu  those  days  were  able  to  write  i 
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consequently,  when  it  was  necessary  to  enter  into  a  writt4?n 
Contiiict,  the  Contract  kid  to  be  written  by  u  Oloriuus,  (►r  Clerk, 
mid  the  parties  signified  their  assent  to  it  by  ai>pending  their 
Sei»L  So  a  writing  with  the  SeaLa  of  the  parties  to  it  was  termed 
a  Bond,  Deed,  or  Specialty 

All  ootitracts  in  writing  withoat  the  formality  of  the  seal 
•ppcaded,  are  treated  as  mere  Oral,  or  Parcil  Contracts 

Hence,  as  Bracton  states,  Oblij^atioos  relating  to  any  matter, 
dther  a  material  chattel,  or  a  service :  and  contracted  in  any  form, 
either  in  writing  or  by  words,  might  be  Aligned  and  Transferred 
by  the  consent  of  the  parties  to  them 

86.  In  the  time  of  Bracton,  when  the  Feudal  system  was  at 
tta  height,  and  erery  person  connected  with  land  lived  in  a  state 
of  Contract,  or  Obligation,  the  chief  portion  of  Obligations 
probably  consisted  in  the  Obligation  to  render  services.  Rents 
were  created  payable  in  money ;  in  kind :  that  is,  natural  products, 
such  as  corn  or  cattle  or  poultry  :  or  in  services 

And  we  have  seen  that  the  principles  relating  to  the  Transfer 
or  Aflstgnment  of  Obligations  to  render  services  were  identically 
the  same  as  those  relating  to  the  Transfer  of  Obligations  to 

rt'uder  material  chattels.  Consequently,  we  can  always  argue 
from  Obligations  of  one  sort  to  those  of  the  other 

67.  Not  only  does  Bracton  lay  down  in  the  most  general 
terms  possible,  without  any  qnalific^ion  or  exception,  that  any 
Ol)ligation  may  be  assigned  or  transferred  with  the  consent  of  the 
[MirtioB,  but  by  a  nniform  series  of  decisions  extending  through 
650  yeare  every  new  species  of  Obligation,  as  it  came  into 
existence  according  to  the  increasing  wants  and  necessities  of 
society,  was  declared  by  the  Cbnrts  of  Law  to  be  Transferable  and 
Aflftignable— with  one  unfortunate  exception 

Thus  Feuds,  Charters,  and  Leases  were  first  granted  to  the 
Grantee  alone :  but  in  process  of  time  they  were  granted  to  Grantee 
and  his  Assigns,  We  find  in  Bracton  tliat  it  wan  already  usual  to 
grant  feoffments  to  the  Donee,  his  heirs,  and  his  Assigns 
(Libr.  ii.y  c.  6, 16).  And  the  Courts  of  Law  held  that  the  Assignee 
might  sue  the  Grantee  in  his  own  name 

Thun  Personal  Annuities  weni  created  Assignable  $  and  by  a 
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decision  as  early  at  least  as  1368,  it  was  held  that  the  Asaignoo 
might  sue  the  GraoLur  in  his  own  mime.  This  decisiuii  was 
affirmed  in  oases  which  were  expressly  approved  of  by  Lord  Coke : 

and  the  doctrine  at  last,  ceased  to  be  qac-^tioned 
All  these  different  Obligatigns  were  Deeds  or  Specialties  ; 

and  though  they  were  intended  to  be  freely  Sold  and  Assigned  at 
tlie  will  of  the  Grantee  :  they  were  never  intended  or  expected  to 
circulate  in  commeiice  like  Money 

68.  We  have  now  to  consider  a  different  kind  of  Deed  or 

Specialty,  of  mercantile  origin^  which  wiis  expressly  intended 
to  record  and  transfer  mercantile  Debts,  and  to  pass  from  hand  to 
hand  like  Money 

It  has  been  shown  that  written  documenta  of  Debt  were  in 
common  nse  at  Rome  in  the  time  of  Cicero ;  and  allowed  to  be 

used  as  evidence  of  Debt  between  foreigners  :  though  not  between 

lioman  cittzena*  In  process  of  time  tliese  came  to  be  ackuovir- 
ledged  as  evidences  of  Debt  among  Roman  citizens,  when  the 
Family  Ledgers  had  fallen  into  desuetude 

These  Cheirograplui,  Gains  tells  us  (iii*,  1S4),  were  in  the  form 
of  acknowledgments  and  Promises  to  pay  :  and  by  the  time  of 
Justinian  had  acquired  all  the  vahdity  of  a  modern  Promissory 
Note,  They  formed  a  valid  contmct  in  themselves,  just  like  the 

Stipnlatio  and  the  Expensilatio  :  and,  consequently,  they  i-eqnired 
no  consideration  to  support  their  validity.  Moreover,  they  were 
transferable  by  the  general  Law  of  the  Empire,  that  all  Actions  of 
e\ei7  sort  might  be  sold  at  the  will  of  the  Creditor 

Hence  we  see  that  Obligations  in  both  forms— of  Orders  to 
pay  and  Promises  to  pay — have  come  down  to  us  from  the 
Romans.  No  doabt  their  use  was  greatly  diminished  during  the 
commotion  caused  by  the  fall  of  the  Roman  Empire  :  but  their 
use  revived  wlien  Earo|>e  l>ecarae  more  settled.  Their  use  of 
course  extended  to  Euglaud  :  but  the  first  notice  of  them,  that  we 
are  aware  of,  is  in  the  Statute  of  Merchants,  11  Edw.  I.,  in  1288. 
U  is  there  enacted  that  liecaiLsc  there  was  no  speedy  recovery  %i 
Law  for  mercantile  Debts,  any  merchant  which  would  be  sure  of 
his  Debt  might  cause  his  Debtor  to  come  before  tiie  Mayor  ol 
London,  York,  or  Bristol,  and  the  Clerk  should  write  an  **  Escrit 

de  Obligaclon''  or   Bill  Obligatory^  as  it  iu  termed  in  the 
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officml  traaslation  of  the  Statu tes»  binding  the  Debtor  to  pay  his 
Debt  ou  a  given  fixe4  day  :  to  which  he  was  to  affix  hia  seal 

Written  Obligations  arc  also  describt'd  by  Brittou 
Now  it  must  l:>e  obeerved  that  these  written  Oblif^ations  were 

necessarily  Sealed — that  is,  they  were  Deeds  or  Specialties 
No  donbt  Obligations  of  Debt  were  at  fii^t  created  payable  to 

the  Creditor  only.  Bat  it  is  natural  to  su[>p<>.4t?  that  merchants 
soon  perceived  the  advantage  of  making'  them  Traoafcrable. 
Moreover,  foreign  bills  were  transferable  in  their  very  nature  by 
the  general  mercantile  law  of  Europe,  It  is  therefore  natural  to 
sappi^se  tliat  at  a  very  early  period,  though  we  cannot  tell  wheOi 
merchants  adopted  the  form  of  creatin*^  their  Obli^^ations  payable 
to  Assigns,  or  Bearer.  Accordingly  we  find  that  Billn  of  Exchange 
and  Promissory  Notes,  sealed  as  Deeds  payable  to  Assig^ns  and 
to  Bearer,  were  in  common  use  in  1482,  And,  of  course,  if 
common  forms  of  these  documents  are  given  in  1482,  they  must 
have  been  in  common  use  for  a  long  time  previously 

It  is  also  seen  that  in  1587  Bills  of  Exchange  were  drawn  in 
ihe  form  of  Promises  to  pay  j  were  sealed :  and  delivered  as 
Deeds  or  Specialties :  and,  by  the  case  of  Shekim  v.  Hmth^^ 
that  the  practice  of  sealing  Bills  or  Notes  was  still  in  use  in  1680 

Moreover,  both  in  Law  and  common  usage  the  word  **  Bill  '* 
1  meant  any  writing  whether  sealed  as  a  Specialty  or  not.    As  is 

'«een  in  the  next  section,  these  sealed  Instruments  were  termed 

*'  ByUs  *' :  and  Ben  Johnson  uses  the  word  Bill  as  synonymous with  Deed 

69.  With  these  nnqiiestionable  facts  before  us  it  10  easy  to 
perceive  the  true  eonree  of  events 

For  many  csenturies  Bills  and  Notes  were  exclusively 
sealed  Instruments,  Deeds  or  Specialties.  In  process  of 

time,  as  writing  became  common,  merchants  iK^gan  gradually  to 
discontinue  the  formality  of  scaling,  and  nsed  their  simple 
signature.  For  a  con^iideruhle  time  bills  straled  and  unsealed 
circulated  together,  and  were  considered  eqnully  valid 

This  w»^  exactly  the  case  with  Cheques,  which  originated  with 
Banking.  It  is  seen  by  a  nntnlicr  of  Clieqnes  which  have  recently 

been  bruught  to  light,  that  th"y  were  sealed  or  not  sealed  at  the 
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pleasure  of  the  drawer  :  the  last  instance  of  a  sealed  Cheque  that 
we  have  Been  is  datod  in  1707 

80  in  the  edition  of  ks  Termes  de  fa  Ley,  pablished  in  1708i 
it  ifl  8aid — *^  But  of  late  times  it  is  usc^d  in  London  that  merchanta 
and  others  there  who  have  Bills  without  Seals  for  payment  of 
money,  assign  them  to  others,  who  bring  actions  in  their  own 

?iames,*'  Which  proves,  as  we  have  shown,  that  the  ancient  and 
usual  custom  was  to  seal  Bills  :  but  that  the  custom  of  merchanta 

had  made  signed  Bills  of  the  same  validity 

60,  Accordingly,  we  have  seen  that  when  these  unsealed 
Bills  and  Notes  came  before  the  Courts^  they  at  first  did  not 
hesitate  to  recognise  the  new  form  of  Obligation  as  jierfectly  valid  : 
until  at  last  in  a  moat  unfortunate  moment  Lord  Hoit  determined 

to  set  his  face  against  them  ;  and  at  last  brought  the  wliole  of  the 
Judges  round  to  hi?  opinion 

But  the  student  must  carefully  ol)t*ervc  the  grotind  upon  which 
his  decision  was  based  :  it  was  that  by  recognising  tlieir  validity 
it  would  be  putting  a  parol  Contract  or  a  mere  piece  of 
paper  ofi  the  same  level  m  a  Specialty 

Hence,  in  the  very  terms  in  whicfi  the  jiidgmenta  were  giveUt 
it  was  expressly  tK^knowledged  and  admitted  that  Any  Specialty 
was  assignable  and  transferable 

So,  also,  after  this  jndgmeut,  new  Specialties  were  recognised 
and  admitted  by  the  Courts  of  Law  as  assignable  and  transferable, 
namely,  Respondentia  Bonds  and  Policies  of  Insumnce 

From  about  the  year  1250,  then,  the  period  when  we  may 

suppose  that  Bracton  wrote  his  work,  to  the  year  1800— a  period 
of  660  years — it  was  allowed  by  text  writers  of  the  highest 
authority,  and  by  a  regular  series  of  decisions  of  the  Courts,  timt 
Obligations  of  all  sorts  were  transferable  and  assignable.  Thus 
the  Courts  of  Law  had  uniformly  adapted  themselves  to  the 

progress  of  the  times ;  and— with  one  unfortunate  exception — 
recognised  the  assignability  of  every  new  species  of  Obligation  as 
it  came  into  existence.  It  is  true  that  in  early  times  it  had  been 
the  babble  of  the  Bar  tliat  Choses-in-ciction  were  not  assignable  ; 
but  on  every  occasion  on  which  it  was  brought  forward,  it  waa 
unanimously  rejected  by  the  Court :  till  at  last  it  teased  t^  bo 
brought  forward  at  all     it  would  be  impossible  to  conceive  any 
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doctrine  to  Ix;  more  thoroaghly  discredited  and  e]cploded  than  that 

•*  ChoseM'in'Ociion  Oi^  not  /Uxif/nabl/i  at  Common  Law.**  How 
then  did  this  doctrine,  scouted  aud  rejected  by  the  Courts  for 

oentcmes,  at  length  rise,  with  twenty  mortal  murders  on  ita  bejitl, 

gain  possession  of  our  Courts  of  Law,  be  found  at  every  turn  in 

our  standard  text-books  of  Mercantile  Law,  and  became,  m  it 
were,  ingraioed  in  the  minds  of  Modern  Lawyers  aa  a  cardinal 
maxim  of  the  Coramoii  l^aw  ? 

We  believe  it  is  entirely  due  to  Lord  Kenyon 

61.  In  the  case  of  Johnson  v,  ColHngs  (I  East,  98)^  in  1800, 

liord  Kenyon  held  that  a  promise  given  by  a  mercliant  to  ai*wpt  a 
hi! I  before  it  was  drawn,  was  not  a  valid  acceptance  of  the  Bill, 

contrary  to  the  doctrine  of  Lord  Mansfield  in  Pillans  v*  Van  Mierop. 

In  bis  judgment^  he  said  *^  that  to  allow  this  wonld  be  to  say  that 
a  ChcsB-in-adion  is  assignable  ;  a  doctrine  to  which  I  will  never 
Biibficribc*  I  cannot,  as  at  prt^scnt  otlvised,  aud  n|»on  a  general 

viow  of  it,  agree  with  the  case  of  Fcnner  v.  Mmres  " 
So  Grose,  J.,  said— *^  By  the  general  rule  a  Ghose-m-adkn  is 

not  assignalile,  except  by  the  custom  of  merchants.  The  aa?ign- 

ment  of  a  Chose- in-adiem  by  a  Bill  of  Exchange  is  founded  on 
that  law ;  and  cannot  be  carried  farther  than  that  law  will 

warrant  it " Now,  with  respect  to  the  eiwe  of  Fmner  v.  Meares^  we  may 
obecrre  that  it  was  the  unanimous  Judgment  of  the  Common 

Pleas  of  which  Blackstone  was  a  member :  and  that  it  was  strictly 
in  aooordanoe  with  the  judgments  of  all  the  Courts  for  upwards  of 

500  years.  Therefore,  at  this  time  tho  King's  Bench  and  Common 
Pleas  ware  unanimous  that  a  Bond  madt!  assignable  to  any  holder 

might  be  transferred  :   and  that  the  holder  might  sue  the  Debtor 

08*  Next,  with  respect  to  the  broad  and  sweeping  dogma  that 

^  Choses'ifi-adion  are  not  assignable  at  Comnmn  Law,*'  it  is 
evident  that  in  its  bnite  generality  it  comj>reliends  the  four 

follo^i-ing  propositions — 
L  That  OWigations  or  C/t/t^rg-in-actim  cannot  at  Common 

Law  be  made  Assignable  or  TruusfL'inible,  even  with  the  consent  of 
the  paities  to  them 

i.  That  it  is  illegal  at  Common  Law  for  an  Obligor  to  create 
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an   OblfgatioQ  Assignable  or  Transfemble  to  aasigneeSy  or  fcbe 
bearer 

3.  That  the  Creditor  in  an  Obligation  cannot  Transfer  his 
Bigbt  of  action  even  with  the  consent  of  the  Debtor 

4.  And  lastly,  a  fortiori,  a  Creditor  earjuot  transfer  his  Eight 
witbont  the  consent  of  the  Debtor,  ao  as  so  enable  the  Ttansfeieo 
to  sue  the  Debtor  in  his  own  name 

Of  these  fonr  propositions  the  first  three  are  absolutely 
destitute  of  any  fonodation  in  trnth  :  the  last  only  was  technically 

true  :  and  already  in  the  time  of  Henry  VL  it  w^as  perfectly  well 
established  that  the  Debt  might  be  assigned:  bat  that  the 
Transferee  must  sue  in  the  name  of  the  original  Creditor  :  so  that 
for  more  than  fonr  centuries  it  had  been  redaced  to  a  mere  legal 
fiction  :  or  as  Buller  said*  a  mere  objection  to  the  form  of  action, 
wbicb  he  and  other  enlightened  Judges  wished  to  see  discontinued 

by  the  Courts  of  Law 

63,  For  thirty  years,  from  1756  to  178fi,  the  Court  of  King's 
Bench  bad  l)een  presided  over  by  a  chief  who,  take  liim  all  in  all, 
may  [probably  be  said  with  truth  to  have  been  the  motit  accom- 

plished person  who  ever  adorned  the  Judicial  Bench  of  England, 
or  of  any  country  :  and  who  was  exactly  fitted  for  the  times  in 
which  he  appeared,  William  Murray,  the  eleventh  child  of  a  poor 
Scotch  peer,  had  been  till  past  thirteen  at  the  grammar  eebool  at 
Perth,  where  he  distinguished  himself  for  liis  progress  in  the 
humanities.  In  1718,  by  the  advice  of  Attcrbnry,  Dean  of 
Westminster,  he  was  transferred  to  Westminster  School^  then  in 

the  height  of  its  reputation.  Always  dux.  of  his  class  at  Perth* 

he  gained  a  King's  Scholarship  at  Westminster  in  1719,  and 
distiiiguislied  himself  above  all  his  competitors.  In  1728,  after 
an  examination  conducted  by  Attcrbuiy,  Bentley,  and  the  Dean  of 

Christ  Church,  he  was  placed  tii'at  in  the  list  of  scholars  sent  to 
Christ  Cimrch.  Being  miserably  poor,  and  unable  to  afford  tha 
education  necessary  for  the  English  Bar,  he  had  int^.ndcd  to  take 
orders  in  the  English  Church  :  but  a  wealthy  nobleman,  the  father 
of  one  of  his  school  friends,  at  whose  house  he  visited*  was  so  stnirk 

by  his  abilities  that  he  took  u|k»u  himself  Uiecost  of  his  education 
for  the  bar.  Stimulated  partly  by  his  own  innate  ambition  to 
distinguish  himself  in  the  proles^ion  to  which  his  own  genius  ltd 
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him^  and  partly,  no  doubt,  by  his  sense  of  the  oblig:dtioa  which 

he  bad  incun-ed  to  hia  generous  patron,  he  continued  bis  studies 
with  unflagging  indnstry  at  Oxford  :  and  attended  lectures  there 
on  the  Pandects  of  Jiistiaian«  which  laid  the  foundation  of  his 
futnre  fame  as  a  Commercial  Lawyer 

\Vhile  studying  for  tlie  bar,  Murray  continued  his  course  of 
almost  unparalleled  industry.  He  first  mastered  Roman  Law, 
which  he  justly  considered  as  the  foundation  of  all  scientific 
jurisprudence  ;  then  international  law  ;  then  the  feudal  law  and 
the  Common  Law  of  England  ;  then  the  great  jurists  of  France, 

and  especially  the  Ordinance  de  la  Marine,  the  gi'eat  Code  of 
Mercantile  Law,  then  recently  published.  He  also  studied  ancient 
and  modern  history  :  and,  notwithstanding  all  this  course  of  severe 
labour,  he  mingled  in  the  gayest  society,  and  was  the  intimate 
friend  of  Pope.  He  was  certainly  the  most  extraordinary  combina- 

tion of  forensic,  political,  literary,  and  social  qualities,  that  ever 
was  seen.  Having  long  been  at  the  head  of  the  bar,  he  became 
Solicitor  General  in  1742  :  Attorney  Qeneml  in  1754  :  and  Chief 

Justice  of  the  King's  Bench  in  1756 
Towards  the  end  of  the  reign  of  Cliaries  II.,  the  commerce  of 

the  country  began  to  expand,  and  more  attention  was  paid  to 
industrial  and  economical  questions  than  had  ever  been  done 
before.  Althongh  Bills  of  Exchange  and  Promissory  Notes  under 
the  name  of  Bills  of  Debt  had  been  in  common  use  for  centuries, 
it  is  veiy  remarkable  that  no  case  on  a  Bill  of  Exchange  occurs  in 
the  Law  Eeports  till  1602:  But  banking  originated  during  the 
Commonwealth,  aud  bankers  introduced  Promissory  Notes  payable 
to  bearer  on  demand.  From  this  time  cases  on  Bills  and  Notes 

began  to  multiply 
The  extension  of  our  commerce  and  colonies  gave  rise  to  an 

immense  mass  of  new  mercantile  cases.  And,  foituuatcly,  just  at 
this  period  there  was  a  chief  justice  who  was  pre-eminently  fitted  to 
deal  with  them.  All  the  fundamental  principles  of  the  Law  of  Cre- 

ditor and  Debtor,  Principal  and  Surety,  and  Principal  and  Agent, 
are  clearly  worked  out  in  Eoman  Law  ;  and  Lord  Mansfield  had 

simply  to  apply  these  well-settled  principles  to  the  vast  mass  of 
mercantile  cases  which  were  brought  for  the  first  time  into  a 
Court  of  Law.  For  these  reasons  Lord  Mansfield  has  been  called 

the  founder  of  our  Mercantile  Jurisprudence.    In  Lkhbrtrroia  v* 
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Mason ^  Bnller,  J.,  said — "Within  these  thirty  years  the  Commercial 
Law  of  this  couQtry  has  taken  a  very  diflferent  turn  from  what  it 
had  before.  Lord  Hardwicke  himself  was  proceeding  with  great 
caution,  not  establishing  any  general  principle,  bat  decreeing  on 
all  the  circumstances  put  together.  Before  that  period  we  find 
that  in  Coarts  of  Law  all  the  evidence  in  mercantile  cases  was 

thrown  together  :  they  were  lell  generally  to  a  jury :  and  they 
produced  uo  established  principle.  From  that  time  we  all  know,  the 
great  stndy  has  been  to  find  ftome  certain  general  principles,  which 
shall  be  known  to  all  mankind,  not  only  to  rule  the  particular 
case  then  nnder  consideration,  bnt  to  serve  as  a  gnide  for  the 
fjitnre.  Most  of  us  have  heard  these  principles  stated,  reasoned 
npon,  enlarged  and  explained,  till  we  have  been  lost  in  admiration 
at  the  strength  and  stretch  of  the  nnderstanding.  And  I  should 
be  very  sorry  to  find  myself  under  a  necessity  of  differing  from 
any  case  upon  this  subject  which  has  been  decided  by  Lord 
Mansfield,  who  may  be  truly  said  to  be  the  founder  of  the  com- 

mercial law  of  this  country  " 
The  frequent  references  Lord  Mansfield  made  to  the  Boman 

and  other  foreign  Law  gave  his  enemies  a  handle  to  assert  that 
he  was  overthrowing  the  old  Common  Law  of  England,  and 
oonfouuding  the  distinction  i)etween  Law  and  Equity :  and  ho 
was  Bucx:;eedcd  by  a  chief  who  was  in  every  respect  a  contrast  to 
himself.  With  a  very  imperfect  education,  Lord  Kenyon  knew 

DO  other  jorispradeiice  but  that  of  England*  Ai*ticled  to  an 
attorney  at  14,  he  was  intended  for  that  branch  of  the  profession, 
when  the  death  of  an  elder  brother  made  him  heir  to  a  small 

estate  in  Wales.  He  then  determined  to  go  to  the  bar-  Daring 
the  five  years  he  was  obliged  to  spend  before  he  could  be  calledi  it 
ifi  said  that  he  pored  over  his  law  books  day  and  night,  and  made 
himself  a  consummate  kwyer*  He  acquired  a  great  reputation  as 
an  answerer  of  cases  :  but  while  these  were  clear,  practical,  and 
sound,  he  was  singularly  deficient  in  the  power  of  explaining  the 
reasons  upon  which  they  were  founded,  aud  he  cited  no  authorities. 
And  he  was  always  more  attached  to  dogma  aud  precedent  thaa  to 
Bcientific  reasoning 

It  was  supposed  that  Lord  Kenyon  was  the  restorer  of  the 
true  principlea  of  the  Common  Law,  in  opposition  to  the  Equitablo 
principles  vvhicJi  hud  been  introduced  into  it  by  his  paniecessor 
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Bot  the  present  was  a  most  imfortunate  example  of  it.  When  he 

revived  the  dogma  that  **  Choms-in-admi  are  not  assignable,"  he 
for  the  first  time  asserted  a  dogma  from  the  Bench  that  had  been 
expressly  rejected  in  a  series  of  decisions  extending  from  1368  to 
1628,  In  fact  it  had  ceased  to  be  nrged  in  argument  since  that 

date.  Lord  Kenyon  might  have  read  in  Noy,  p.  72— **A  thing- 
iii*action  may  be  assigned  over  for  a  good  cause^  as  just 
debt :  as  where  a  man  is  indebted  to  me  twenty  ponnds ;  and 
another  owes  him  twenty  ponnds,  he  may  Assign  over  his 
Obligation  to  me  in  satisfaction  of  my  debt :  and  I  may  justify 
the  fining  for  the  same  in  the  name  of  my  debtor  at  my  own  proper 

ooBts  and  charges  '* 
He  might  also  have  read  in  Jenkins's  Centuries,  IIL,  c*  ̂  — 

'*  A.  is  indebted  to  B.,  and  C  to  A.:  A.  asstffns  the  debt  due  to  him 
by  0,  to  B.  in  satisfaction  for  the  debt  dne  by  A.  to  B.  This  is  not 

maintenance."  And  he  might  ako  have  seen  that  so  long  ago  as 
S7  Hen.  VL  it  was  established  that  the  Assignee  of  the  debt 
might  sue  in  the  name  of  the  Assignor 

He  might  also  have  seen  by  the  judgments  in  Lord  Holt^s 
oases  that  the  jndges  unanimooBly  allowed  that  Specialties  were 
assignable :  but  they  would  not  allow  parol  contracts  to  be  so  : 
and  that  the  ground  of  their  holding  Promissory  Notes  to  be 
illegal  at  Common  Law  was  that  it  was  putting  a  piece  of  paper 
on  the  same  level  aa  a  Specialty 

He  might  also  have  read  in  Blackgtone,  11.,  c.  SO,  Edit.  1770 

— *'No  chose-in-aetion  conld  be  assigned  or  granted  over  (at 
Common  Law)  because  it  was  thought  to  be  a  great  encouragement 
to  litigioosness,  if  a  man  were  to  make  over  to  a  stranger  his 
right  of  going  to  law.  But  this  niceti^  is  mw  dkregardsd:  though 
in  compliance  with  the  ancient  principle,  the  form  of  assigning  a 
chose-in-action  ia  in  the  nature  of  a  declaration  of  trust,  and  an 
agreement  to  permit  the  assignee  to  make  use  of  the  name  of  the 

assignor,  in  order  to  recover  the  possession."  And  also  IV.,  c.  38 
—"The  introduction  and  establishment  of  paper  credit,  by  indorse- 

ments on  bills  and  notes,  which  liave  shown  the  possibility  (so 

long  doubted)  of  assigning  a  chose-in-action  " 
When,  therefore,  Lord  Kenyon  uttered  the  dogma  that  ''Choeea- 

in-action  are  not  assignable,"  and  Grose  said — '^  Choses-in-action 
were  not  assignable  except  by  the  custom  of  merohants,  and  only 

&  2 

•^hrf^ 
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extended  to  Bills  of  Exchaage,'*  they  were  uttering  f/tVto  which 
were  in  direct  contradiction  of  all  authorities  on  the  Common  Law 

and  the  decisions  of  the  Courts  of  Law  for  650  years 
It  is  only  from  this  case  in  1800  that  this  dogma  has  prevailed 

in  our  text  books.  The  ascendency  which  Lord  Kenyon  had 
acquired  over  his  colleagues  on  the  Beuch,  something  similar  to 
that  of  Lord  Holt,  caused  his  dogma  to  be  accepted  m  a  cardinal 
maxim  of  Common  Law,  And  from  that  time  it  has  been  held 

that  C^ioseS'in'Oction  are  incapable  of  being  asi^igned  at  Common 
Law  :  that  the  sole  exception  of  this  rale  was  Bills  of  Exchange 
by  the  Law  Merchant :  and  Promissory  Notes  by  the  Statute  of 
Anne.  And  that  Deeds*  Bonds,  or  Specialties  were  not  assignable, 
even  if  made  so  by  the  Obligor 

This  erroneous  dictum  was  not  long  in  bearing  fruit.  In  Ghjn 
V.  Bakif  (13  East,  509),  the  East  India  Company  had  issued 
Bonds  payable  to  the  payee,  and  his  assigns.  The  Court  held 
them  not  negotiable.  This,  as  Lord  Blackbom  said  in  a  subse- 

quent case,  raised  such  a  commotion  that  an  Act  was  immediately 
passed  to  render  East  India  Bonds  negotiable  like  Promissorj 
Notes 

On  the  Cam  of  Bovill  v.  Dixon 

64.  The  Obligations  we  have  hitherto  considered  were  all 
contracts  to  pay  Money :  we  have  now  to  discuss  a  case  which 
enlarged  the  diisoussion  on  the  nature  of  Obligations :  or  tlie 
TraQsfer  of  C/wses-m-adion 

Credits  in  this  country  have  been  usually  Rights  to  demand 
Money  :  and  it  is  often  supposed  that  a  Creditor  has  merely  the 
Right  to  demand  Money :  but  we  have  shown  that  a  Credit  ia 
general  is  the  Right  to  demand  any  chattel  or  product  from  a 
person  ;  money  being  only  one  particular  chattel :  or  the  Right 
to  compel  him  to  perform  some  service  or  to  Do  something 

In  the  south  of  Europe  it  is  quite  usual  to  grant  Bills  payable 
in  produce*  In  the  Ionian  Islands,  mercantile  Bills  are  usually 
made  payable  in  oil :  and  iu  other  parta  Bills  are  drawn  payable 
in  other  products 

In  1849,  Dixon,  an  iron  merchant  in  Glasgow,  contracted  in 
London  to  deliver  Iron  at  any  time  after  a  certain  dnte  :  tmd  in 

exchange  for  Bills  he  gave  documeats  in  the  following  form — 
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"Glasgow,  10th  July,  1849 

"I  wilt  deliver  1,000  tons  No.  1  pi.«^  iroo  freo  on  board  her© 
when  required  after  the  10th  day  of  September  next  to  the  party 
lodging  thifi  document  with  me 

*'ForWiIliuni  Dixon, 
**JoHK  Campbell" 

Thi<j  document  having  passed  into  the  hands  of  a  third  party 
for  value,  who  became  bankrupt,  his  assignees  sued  Dixon  for  the 
delivery  of  the  iron  in  terms  of  his  undertaking 

The  question  arose  whether  the  above  was  a  valid  and  legal 
document  by  the  Common  Law  of  Scotland,  and  enforceable  by  a 
boml  fids  Transferee  for  Value,  In  fact  it  was  nothing  but  a 
Promise  to  pay  in  Iron  instead  of  Money.  It  was  known  in  the 
trade  by  the  name  of  Iron  Scrip 

The  Lord  Ordinary,  Rutherfurd,  said — **  It  seems  impossible 
to  doubt  that  a  party  may  undertake  such  an  Obligation.  •  • 

He  sees  no  objection  in  point  of  law  to  such  a  document" 
The  Lord  Justice  Clerk  said  it  was  the  first  time  that  such  a 

document  had  been  considered  by  a  Court  of  Law :  but  held  it 
to  be  perfectly  legal,  and  to  give  the  holder  a  right  of  action  against 
the  maker 

Lord  Cockbum  held  that  the  writing  bound  the  seller  to  give 

the  iron  "  to  the  party  lodging  this  document  w^*th  me/'  .  .  * 
**That  it  is  competent  to  a  party  to  issue  such  an  Obligation,  I 
cannot  doubt.  Whether  for  a  price  or  no  price,  or  for  any  or  for 
no  consideration,  if  a  party  chooses  to  bind  himself  in  favour  of 
the  mere  holder  of  such  a  document,  I  am  not  aware  of  there 

being  anything  in  law  to  pnn'cnt  him/*  The  other  two  judges 
were  equally  decided  in  their  opinion  that  it  was  a  perfectly  legal 
and  negotiable  document 

The  case  was  taken  by  appeal  to  the  House  of  Lords  :  but  in 
the  meantime  a  similar  document  grantcil  by  the  same  person  to 

another  merchant  came  before  the  fii'st  division  of  the  Court,  and 
it  is  as  well  to  cousider  their  opinion  as  to  the  legality  of  the 
document 

In  the  case,  Dimmack  v.  Dixon  (cases  in  the  Court  of  Session, 
itfa  Series^  vol.  18«  p.  128 )» the  Court  considered  that  it  was  of 
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BQch  groat  importance  ns  a  point  of  mercantile  law  to  determme 
the  validity  of  such  documentfi,  that,  as  is  usuivl  in  points  of  great 
impoitance  in  ScotJaTid,  they  took  the  opinion  of  all  the  other 
Judges,  The  result  was  that  the  Jadges  of  the  Second  Division 
unanimoTiBly  adhered  to  their  former  opinion  that  the  document 
was  perfectly  legal  and  valid  :  and  of  the  rcmdning  Judges,  six 
were  of  opinion  that  it  was  legal ;  and  three  were  of  opinion  that 
it  was  not.  Thus,  upon  the  whole,  ten  Judges  were  of  opinion 
that  the  document  was  legal :  and  three  were  of  opinion  that  it 
was  not 

The  judgment  in  the  case  of  Bovill  v.  Disnim  was  given  in  the 
House  of  Lords,  July  29^  185C.  The  ooly  Law  Lord  who  gave  an 
opinion  was  Lord  Chancellor  Oranworth  :  and  his  observations  are 
fiu  important,  as  giving  a  Btabcmcnt  of  wltat  waa  then  considered  to 
be  Law,  that  we  must  give  them  at  some  length.     He  said — 

**If  the  question  had  turned  exclusirely  upon  the  validity  or 
invalidity  of  this  documoot,  I  am  bound  to  say  that  I  should  not 
have  concurred  with  the  Court  of  Session.  I  think  that  the  docu- 

ment is  invalid.  The  effect  of  such  a  document,  if  valid^  is  to  gim  a 
flo€Uing  riijht  of  action  to  any  permn  wlw  may  become pai€$ssed  of  it 
Now^  I  am  prepared  to  muj  that  this  cannot  be  t/rleroM  miher  b^ 
the  Law  of  Scotland  or  of  England,  The  only  cases  in  which  such 
an  action  can  be  sustained  are  those  of  Bills  of  Exchange  and 
Promissory  Notes,  depending  on  the  Law  Merchant  in  the  case  of 
Bilk  of  Exchange:  and  on  the  Statute  of  12  George  IIL,  c.  72,  a. 
36,  in  the  case  of  Promissory  Notes,  No  evidence  was  given  to 
show  any  general  mercantile  usage  affecting  sudi  instrument  as 
that  now  in  question  :  indeed^  it  was  impliedly  admitted  at  the 
trial  that  no  such  usage  conld  he  established  by  evidence  i  and  I 
mnstj  therefore,  assume  that  no  such  usage  exists  :  that  is,  there 
is  nothing  in  the  Law  Merchant  to  warrant  what  is  now  contended 

for "  Bills  of  Lading,  I  may  observe,  aflFord  no  analogy  whatever, 
A  Bill  of  Lading  is  a  mere  symbol  of  property  :  no  right  of  action 
passed  by  indorsement  previously  to  the  Act  of  last  session,  which 
caused  a  Right  of  action  to  pass  as  well  as  a  right  of  property.  No 
authority  for  such  transferable  right  of  action  has  been  adduced 
in  argnment  before  your  Lordships,  and  bXI  priticiplt  is  agmnst  iU 
validUy 
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"The  rale  preventiiig  such  aetioDS  is  by  no  means  one  of  a 
technical  nature.  It  is  a  rule  founded  in  extremely  good  gense. 
In  England,  a  plaintifif  siiino:  on  a  contract,  unless  it  be  a  coDtiaot 
under  seal,  must  prove  a  consideration*  That  indeed  is  not  the 
case  ia  Scotland.  But  in  Scotland  as  well  as  in  England,  it  is  a 
perfectly  good  defence  to  show  illegality  of  consideratioo  ;  turpis 
causa  for  iastance  ;  or  that  the  instrament  in  question  was  givea 
to  indnce  a  violation  of  the  la^ :  or  that  it  was  an  instminent 

tending  to  restrain  freedom  of  action  in  cases  where,  on  grounds 
of  pablic  pyolicy,  every  one  ought  to  be  free  and  the  like.  I  give 
these  instances  merely  as  illustrations.  Where  an  action  ie 

brought  by  one  of  the  contracting  parties,  illegality  of  eonsidera- 
tion»  can  always  be  pleaded  as  a  defence.  So  also  where  an  action 
is  brought  by  the  assignee  of  the  original  contract,  which  may  be 
done  directly  in  Scotland,  and  indirectly  by  meima  of  a  Court  of 
Equity  in  England,  the  illegality  of  the  original  contract  affords  a 
good  defence.  It  is  the  policy  of  the  law  to  preserve  this  principle 

intact,  in  order  to  prevent  Courts  being  made  ancill.iry  to  viola- 
tion of  the  law«  Now  this  principle  is  entiruly  defeated  if  a 

contracting  party  can  make  a  floating  contract  enforceable  by 
bearer  :  for  the  bearer  does  not  sue  as  the  assignee  of  the  original 
contracting  party.  He  may  be,  and  probably  ia,  a  stranger  to  the 
original  contrac^t.  His  right,  if  any,  is  under  an  independent 
contract  with  himself,  against  which  no  illegality  as  between 
original  parties  can  be  set  up.  Bills  of  Exchange  have  been  made 
•n  exception  for  the  convenience  of  traile,  but  it  is  an  exception 
not  to  be  extended.  The  drawer  of  the  bill  gives  to  the  indorsee  a 
better  title  than  his  own  :  and  this  ieads^  or  may  lead  to,  many 
ill  oonaequences :  but  mercantile  convenience  has  sanctioned  it. 
Ko  such  necessity  exists  in  the  cast^  of  other  contracts,  and  tliere  is 
no  authority  to  warrant  it.  Indeed,  I  may  observe  that  the 
Statute  of  the  12th  George  III.,  c.  72»  s,  30,  affords  statutable 
authority  by  analogy  against  the  pmserit  claim  :  /or  i/aFrommor^ 
NoU  could  have  been  made  IraTuferable  htj  indorsemmd  at  Ctnnman 
Law,  there  would  have  been  no  niuasittj  for  that  Statute,    .    ,    » 

**  If  the  convenience  of  those  engaged  in  trade  and  commerce 
M]uiies  that  scrip  notes  of  this  description  should  be  made  legal 
ftnd  valid,  that  most  bo  etiected,  if  at  all,  by  the  legislature  :  and 
in  any  measure  being  introduced  tor  such  an  object,  it  will  be  for 
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your  Lordsliips  and  the  otlier  House  of  Parliament  to  consider  and 
weigh  well  the  social  benefits  and  evils  likely  to  result  from  the 
sanctioning  of  the  proposed  change*  It  may  be  that  the  general 
adoption  and  use  of  these  scrip  notes  would  aflFord  safe  facilities  to 
commercial  enterprise.  It  may  be,  on  the  other  hand,  that  such  a 
practice  would  tend  to  produce  and  keep  alive  a  restless  spirit  of 
inordinate  speculation,  and  so  be  Injarious  to  those  engaged  in 

wholesome  commerce.  But  these  are  nil  questions  for  your  Lord- 
ships in  your  legislative,  not  in  your  judicial  capacity.  Looking 

at  the  matter  merely  as  advising  your  Lordships  as  a  Court  of 
Appeal,  1  have  no  hesitation  in  sayiuij  that,  independently  of  the 
Law  Merchant  aud  of  positive  Statute,  within  neither  of  which 
classes  do  these  scrip  notes  range  themselves,  the  Law  does  not 
eiilier  in  Scotland  or  vi  England^  ennble  any  man  by  a  wriUm 
migagemmt  to  give  a  floating  Right  of  action  at^  the  suit  of  antf 
one  into  whose  hands  the  writing  m'tg  come,  and  who  may  thus 
acquire  a  Right  of  action  better  than  the  right  of  him  under 

whom  he  derives  title  '* 

Th»  Author  selected  by  the  Law  Digest  Commissioners  to  prejfare 
the  Digest  of  tlie  Law  of  Bills  of  Exchange 

65,  The  doctrines  laid  down  by  Lord  Cranworth  in  Bovill  r. 
Dixxfn  were  undoubtedly  supposed  to  b?  Law  at  the  time.  They 
were  to  be  found  in  all  the  usual  text  books  of  Mercantile  Law, 

were  taught  in  every  special  pleader's  chambers,  and  they  were sot  forth  in  the  earlier  editions  of  this  work.  But  wfien  the 

oompetition  for  the  Digest  of  the  Law  was  invited,  it  occurixjd  to 
the  author  that  the  doctrines  then  current  as  to  the  transfer  of 

ChoBSs-m-adion  at  law  were  contradictory  :  because  it  was  perfectly 
admitted  that  it  was  legal  to  transfer  a  Cfwse-in-action,  It 
became  necessary,  therefore,  to  investigate  what  was  the  true 
doctrine  of  the  Conunon  Law  on  the  subject,  Tlie  result  of  that 
investigation  has  been  given  in  the  preceding  paragraphs :  and  an 

important  part  of  the  author's  paper  was  an  argument  founded  on 
a  series  of  cases,  extending  through  several  centuries,  that  it  was  an 
error  to  suppose  that  the  Common  Law  absolutely  prohibited  the 
Transfer  of  Choses-in-action,  That  tlio  Courts  had  in  fact 
muformly  held  that  when  au  Obligation  luul  been  created  by  the 
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Obligor  himself  assignable,  it  might  be  oasigned  :  and  that  the 
iiflsigDee  might  sue  the  Obligor  in  his  own  name 

After  reciting  the  cases  quoted  above,  he  said — 

"The  preceding  cases  seem  to  establish  incontestably  the 
following  a8  the  trae  Common  Law  doctrine  as  to  the  Trans- 

fi'rability  of  Debts  or  Choses-m-adian 
^*  I.  Where  the  Obligor  granted  the  Obligation  to  the  Obligee 

alone  J  an  assignee  of  the  Obligation  could  not  sue  the  Obligor  in 
his  own  name 

"11.  But  wherever  the  Obligor  granted  the  Obligation  to  the 
Obligee  and  his  Assigns,  or  to  *  bearer/  thereby  giving  bis  express 
consent  to  its  alienation,  the  Obligee  might  freely  assign  it,  and 
the  holder  of  it  had  a  Right  of  action  against  the  Obligor  :  for  he 

was  Ixjund  by  his  contract ;  and  modus  ei  conventio  vincunt  Ugem''^ 
He  then  showed  that  the  Common  Law  having  perfectly 

allowed  Obligations  to  be  created  Transferable,  the  form  of  the 
Oljligation  was  a  matter  of  indifference.  That  Obligations  in 
both  forms  of  orders  to  pay  money  and  of  promises  to  pay  money 
had  been  in  common  use  for  centuries  longer  than  had  been  usually 
supposed ;  and  they  were  made  payable  to  assigns  or  to  bearer ; 
und  furthermore  that  they  were  sealed  as  Deeds 

Upon  the  examination  of  this  paper  the  Commissioners 
nnanimously  selected  the  author  to  prepare  the  Digest  of  the  Law 
of  Bills  of  Exchange  :  and  he  was  invested  with  the  duty  of 
reducing  into  systematic  and  scientific  order  the  whole  mass  of 
cases  on  the  subject  both  at  Law  and  in  Equity.  He  was 
instructed  that  he  was  not  to  pay  any  regard  to  any  text  book,  or 
to  what  any  Judge  or  Court  of  Law  said :  but  that  it  was  his 

duty  to  declare  *'  the  Laixr  *'  on  every  point  in  the  subject. 
This*  therL'fore,  involved  the  duty  of  examining  ani  approving, 
con  finning,  modifying,  or  reversing  the  decisions  of  all  the  Courts 
of  Law  and  Equity  in  England,  on  this  subject 

Accordingly  he  began  the  Digest  by  setting  aside  m  erroneous 

the  whole  of  Lord  Holt's  cases,  upon  which  the  modern  doctrine 
bad  been  founded  ;  and  stated  the  true  Common  Law  doctnue 

tliiw — 
"  2.  At  Common  Law  a  Creditor  cannot  transfer  his  Debt  or 

Right  of  action  to  a  third  pei-^on  without  the  consent  of  the 
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Debtor,  so  as  to  enable  the  Transfense  to  sue  the  Debtor  in  his 
own  name 

**  3,  But  wherever  the  Debtor  assents  to  tlie  transfer  of  the 
Debt,  either  Orally  or  in  Writing :  the  jissignment  of  it  by 
the  Creditor  is  irrevocable ;  a  trust  is  created  ;  and  the  assignee 

may  sue  the  Debtor  in  his  own  name  " 
Moreover  he  said  in  a  note — "The  legality  of  Promissory 

Notes  is  sometimes  supposed  to  rest  solely  upon  this  Act  (i>.,  of 
Anne) :  but  there  can  be  no  doubt  whatever  that  the  series  of 
decisions  which  wore  the  cause  of  the  Act  being  passed  were 

erroneous  :  and  that  the  Act  was  superfluous  ** 
In  1870,  the  Commissioners  discontinued  the  work  of  the 

Digest  I  00  that  the  author's  digest  was  never  published.  Bat  his 
selection  by  the  Commissioners  was  in  effect  equivalent  to  the 
judgment  of  the  House  of  Ijords  in  his  fiavoar  :  because  the  Com- 

missioners comprised  all  the  Law  Lords  except  one  :  and  if  upon 

examining  the  author's  written  argoment  in  their  character  of 
Commissioners,  they  approved  of  Ms  doctrines  in  preference  to 

those  generally  cun-ent  in  the  profession,  they  must  equally  have 
done  the  same  if  he  had  had  the  opportunity  of  arguing  the 
question  before  them  in  their  character  of  Law  Lords.  Moreover 

Lord  Oranworth,  whose  doctrine  the  author  impugned,  waa  chair- 
man  of  the  Commissioners 

Accordingly,  the  author  introduced  the  new  doctrines  into  his 
PritmpU^  of  Emtwmical  Philosophy ^  published  in  1872.  In  vol,  I., 

p.  610,  of  that  work,  he  said — 
*'If  any  readers  of  this  work  should  happen  to  be  acquainted 

with  our  Theory  and  Fractm  of  Bankintj^  second  Edition,  1866, 
they  may,  perhaps,  be  greatly  surprised  to  see  that,  though  the 
facts  and  the  system  of  credit  given  here  are  the  same  as  those 
set  forth  in  that  work,  yet  our  statement  of  the  Law  of  the  subject 
is  perfectly  different  now  to  what  it  was  then.  The  explanation 
of  this  extraordinary  difference  is  this :  that  in  the  former  work  we 
stated  the  Law  according  to  the  current  doctrine  which  may  bd 

heard  in  Westminster  Hall,  in  a  special  pleader^s  chambers,  or  in 
the  text  booki*  Bot  since  that  work  was  published  we  were 
selected  by  the  Royal  Commissiuners  for  the  Digest  of  the  Law  to 
prepare  the  National  Digest  of  the  Law  of  Credit.  In  the 
prepaiation  of  this  great  national  work,  we  could  not  rest  aatisfiad 
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mth  the  loose,  vagae,  ill-defined  notions  floating  about  West- 
minster HalL  It  became  necessary  to  trace  every  principle 

through  the  whole  course  of  English  Law  to  its  very  sources  ;  and 
to  reduce  to  absolute  precision  the  shifting  and  conflicting 
doctrines  in  the  various  cases.  It  was  also  necessary  to  investigate 
thoroughly  the  Theory  of  Credit  as  developed  in  Roman  Law. 
The  result  of  this  investigation  was  to  show  that  the  common 
notions  on  the  subject  prevalent  among  English  lawyers  aie 
completely  erroneous  both  in  Fact  and  Law.  P^s  of  our 
common  text  books  must  be  scored  out.  All  that  we  iind  in  them 

stated  about  the  transfer  of  CMosU'ttirOctian  being  contrary  to 
the  Common  Law,  and  only  adopted  ̂ m  the  Law  Merchant^  is 
pure  rubbish,  and  must  be  consigned  in  future  to  the  limbo  of 
myths.  We  proved  by  a  series  of  cases  traced  through  500  years 
that  in  every  case  where  a  Chose-in-adion  was  originally  created 
transferable  by  the  consent  of  the  Obligor,  the  Courts  of  Law 
have  invariably  held  that  the  Triiusferee  might  sue  the  Obligor 
in  his  own  name.  Yet  such  is  the  vitality  of  error,  that  it  is  one 
of  the  stock  rfic^  of  Westminster  Hall,  that  Clmses-in-action  are 
not  assignable  at  Common  Law.  Not  only  was  the  series  of  cases 
in  which  Lord  Holt  refused  to  recognise  Promissory  Notes  as 
legal  documents  quite  contrary  to  the  principles  which  had  been 
invariably  followed  for  three  centuries  :  but  Lord  Mansfield 
expressly  declared  Lhera  to  be  founded  on  erroneous  principles : 
and  Lord  Kenyon,  well  known  as  a  stickler  for  the  strictest  rigour 
of  the  Common  Law,  concurred  in  this  opinion.  The  whole 
system  of  Bills  and  Notes  is  strictly  legal  at  Common  Law. 
Moreover,  it  is  quite  evident  that  the  flimsy  reason  given  by  Lord 
Coke  was  quite  inade(|uate  to  explain  the  case.  The  kw  afiecting 
the  transfer  of  Credit  is  only  an  example  <jf  a  very  wide  principle 
of  Jurisprudence,  fotiuded  on  the  very  nature  of  things.  Roman 
Law  went  through  exactly  the  same  phases  as  English  Law  is 
doing :  and  it  seems  somewhat  strange  that  the  Law  of  the 
Romans,  who  were  not  a  commercial  people,  reached  a  much 
greater  state  of  perfection  than  the  Law  of  a  great  commercial 
people  like  the  English.  And  the  reason  is,  that  the  Roman  Law 
was  worked  oat  by  a  series  of  illustrious  Jurists,  with  whom  we 
have  none  to  compare.  Where  is  our  Gaius,  or  our  ModestinuSj 
cor  Javolenus,  our  Ulpian,  or  our  Papinian  ?     Alas  1  we  have 
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none  BQcb.    We  hare  no  philoaopMc  Jurists,  only  matchless  legal 

practitioners  " 

On  the  Case  of  Crouch   v.    The  Credit    Fongier    of 

England 

66.  We  now  come  to  the  last  case  in  which ,,  we  hope,  the 
dogmas  we  have  been  discufising  at  bo  great  length  will  make 
their  appearance 

The  Credit  Fonder  of  EngJmid  issued  an  Obligation,  which 
they  termed  a  Debenture,  by  which  they  promised  to  pay  the 
Bearer  the  sura  of  £100  on  the  1st  day  of  May,  1872,  or  upon 
any  earlier  day  upon  which  the  Bond  should  be  entitled  to  bo 
paid  off,  or  redeemed,  according  to  certain  conditions  printed  on  it 

The  Bond  fuither  promised  to  hear  interest  at  8  per  cent,, 
payable  half-yearly  on  the  Ist  November  and  1st  day  of  May  in 
each  year,  from  the  1st  November,  1869  to  the  Ist  May,  1872  ; 
unless  it  should  Ixj  drawn  for  payment  before  the  Ist  May,  1872  : 
in  which  case,  interest  was  to  cease  from  the  day  it  was  drawn 

One  Macken  bought  ten  of  these  debentm'es.  In  July,  1869,  his 
house  was  broken  into  and  they  were  stolen.  The  Bond  in 
question  was  drawn  for  payment  on  the  1st  November,  1870, 
Macken  having  received  substituted  Bonds,  on  giving  notice  of 
his  loss  to  the  Company,  and  an  indemnity,  recseived  payment  of 
the  Debenture 

At  the  end  of  1871  the  Plaintiff  bought  the  Debenture  from  a 
person  who  afterwards  disappeared :  and  sued  the  Company  for 

payment  of  it 
It  was  not  disputed  that  he  gave  value  for  the  Bond  without 

notice,  and  at  the  trial  before  Brumwell,  B.,  he  gained  the  verdict 

The  questions  before  the  Court  in  Banc  were — 
1.  Whether  the  Debenture  was  a  Negotiable  Instrument 

2.  Whotlier  if  it  were  so,  it  w^as  not  overdue  and  so  had  lost 

its  attribute  of  "  CuiTcncy  **  or  Negotiability 
The  Judgment  of  the  Court  of  Queen's  Bench  was  delivered 

by  Blackburn,  J.,  in  the  absence  of  the  Chief  Justice 
He  began  by  allowing  that  such  Instruments  had  been  for 

8omc  time  treated  as  Negotiable 

He  then  eaid  (L,  R.,  8  Q.  B.,  374)—"  The  geneial  rule  is  not 
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disputed  that  a  Chose -In -action  cannot  be  transferred 
at  law  at  all  ;  bat  that  in  Equity  it  may  be  assigned,  though 
the  action  at  law  most  be  brought  by  the  AjasigBoe  in  the  oamc  of 
the  original  contraotee  :  in  this  caae,  Macken.  Ec^aity  will 
comjjel  the  contractee,  if  he  has  assigned  the  contract,  to  aUow 
his  name  to  be  used  for  this  purpose  on  an  indemnity  againgt 
cosits.  Had  Macken  as8ig:ned  this  contract  to  the  plaintiff,  cither 
directly  or  through  the  medium  of  intervening  aasigneos,  the 
question  whether  the  plaintiff  was  able  to  sue  in  his  own  name,  or 
was  obliged  to  sae  in  the  name  of  Macken,  would  have  been  purely 
ib'chnicaL  But  the  general  rule,  both  at  law  and  in  equity^  is  that 
no  person  can  acquire  title  either  to  a  ChosB-inaction^  or  to  any 
other  proi^erty,  from  one  who  has  himself  no  title  to  it :  and, 
therefore,  the  plaintiff  could  not  in  equity  have  compelled  Macken 
to  permit  hia  name  to  be  used,  unless  to  borrow  the  language  of 
Tindal,  C.  J<^  in  Brandao  v.  BarneU,  Buch  an  iustmment  as  fcbifl 

*  falls  within  that  deacription  of  property  to  which  a  good  title 
may  be  acquired  by  a  party  who  takes  it  bond  Jiik  for  value,  not* 
Y^itiiBtanding  any  defect  of  title  in  the  party  from  whom  it  is 

taken* **  In  the  present  case,  the  plaintiff  has  taken  upon  hiraaelf  the 
burden  of  establishing  both  that  the  Property  in  the  debenture 
passed  to  him  by  delivery  \  and  that  the  right  to  sue  in  his  own 
name  was  transferred  to  him 

"The  two  propositions  are  very  much  connected,  but  not 
identical  The  holder  of  an  overdue  bill  or  note  may  confer  the 
right  on  the  Transferee  to  sue  in  his  own  name,  but  he  conveys 
no  better  title  than  he  had  himself.  So  the  assignee  of  a  Scotch 
Bond,  which  is  assignable  by  the  law  of  Scotland^  may  sue  in  hk 
own  name  in  the  Courts  of  this  country  :  but  he  has  not  a  better 
title  than  those  from  whom  he  took  the  Bond,  unless,  perhaps,  if 
the  contract  is  by  the  law  of  Scotland  not  merely  assignable  but 
negotiable.  As  to  this  in  Dix4>n  v.  Bovill,  Lord  Oranworth,  then 
Lord  Chancellor,  in  delivering  the  judgment  of  the  House  of 

Lords,  in  a  Scotch  case,  as  to  iron  scrip  notes  says — *  I  have  no 
hesitation/  &c,  (as  quoted  above) 

'*  But  the  two  questions  go  very  much  together :  and  indeed  in 
the  notes  to  Miller  v.  Mace^  where  all  the  authorities  are  collected, 

the  very  learned  author  says :  *  It  may,  therefore^  be  kid  down 



254 THEOBT   AND  PRACTICE   OF  BANKING 

88  a  safe  role  that  where  an  InBtrameat  is  hj  the  custom  of  trade 
transferable,  like  cash,  by  delivery,  and  is  also  capable  of  bein^ 
saed  upon  by  the  person  holding  it  pro  itrnporB^  then  it  ia  entitled 
to  the  name  of  a  N^otiabh  Instrument ^  and  the  property  in  it 
poases  to  a  bmidfid^  TrauBferee  for  value,  though  the  transfer  may 
not  have  taken  place  in  market  overt.  Bat  that  if  either  of  the 

above  requisites  be  wanting,  t.e. — if  it  be  either  not  accnstomably 
tranaferable :  or  though  it  be  accnstomably  transferable,  yet,  if  ita 
nature  be  such  as  to  render  it  incapable  of  being  put  in  suit  by 
the  party  holding  it  pro  tempore,  it  is  not  a  Negotiahh  Insirumml: 
nor  wiU  delivery  of  it  pass  the  property  of  it  to  a  vendee,  however 
bond  fide,  if  the  Transferee  himself  have  not  a  good  title  to  it, 
and  the  transfer  be  made  out  of  market  overt 

**  Bills  of  Exchange  and  Promissory  Notes,  whether  payable 
to  order  or  to  bearer,  are  by  the  Law  Merchant  Negotiable  in  both 
senses  of  the  word.  The  person  who,  by  a  genuine  indorsement, 
or  where  it  is  pajfible  to  bearer,  by  a  delivery,  becomes  holder, 
may  sue  in  his  own  name  on  the  contract,  and  if  he  is  a  bonA  fid§ 
holder  for  value,  he  has  a  good  title,  notwithstanding  any  defect 
of  title  in  the  party  whether  Indorser  or  Deliverer,  irom  which  ha 
took  it.  The  iirst  question  is,  therefore,  whether  this  Instrument 
is  a  Promissory  Note,  It  is  under  seal,  and  therefore  is  primA 
facie  a  Oovenant,  not  a  Fromiae  :  and  it  is  quits  cUar  that 
a  Covenant  to  pay  money  is  rwi  Negotiable  by  ths  custom  of 
mercliants 

"  When  a  corporation  is  established  for  trading  purposes,  it  ia 
from  its  nature  capable  of  drawing  a  Bill  of  Exchange  and 
making  the  Promise  implied  by  law  from  making  a  Bill,  and  is 
liable  to  be  sued  in  assumpsit,  tliough  a  body  corporate.  Thia  ia 
not  by  virtue  of  any  Statute  but  from  the  Common  Law,  But 
all  such  Bills  of  Exchange  in  practice  always  have  been  made 
Qoder  hand,  by  an  agent  authorised  to  draw  or  accept  aa  the  caao 
may  be.  The  East  India  CJompany,  by  their  secretary,  the  Bank 
of  England,  as  anyone  who  looks  at  a  Bank  of  England  Note  may 
see,  make  their  notes  by  an  agent :  and  ther$  is  no  cass  in  the 
books  w/i^re  a  Bill  of  Exchange  made  ttnder  seal  has  been  sued 

upon 
'^  The  Nei^otiability  of  Promissory  Notes  depends  in  part  at 

least  upoa  the  btotnte  ̂   and  4  Anne,  c,  B  i  and  it  seems  to  h^vt 
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been  the  opinion  of  Lord  Justice  Wood,  in  Ee  Oeneral  Estates  0?.; 

and  of  iialius,  V.C.,  in  JRs  Impm-ial  Land  Co.  of  MarseillsM^  that 
inasmaeb  as  that  Act  enacts  that  Promissory  Notes  in  writing, 
&o.,  it  follows  that  a  Corporation  fixing  ita  seal  to  a  written 
promise  to  pay  must  be  considered  as  Mgning  the  promise,  not  as 
covenanting  under  seal  to  fulfil  it :  and  so  that  Statute  bj 
implication  enacts  that,  what  would  at  Common  Law  be  their 
Covenant  to  pay,  is  their  Promise  to  pay.  Bat  although  intimating 
their  opinion,  neither  of  the  learned  persous  inferred  to  ̂ ave  any 
decision  on  the  point,  as  it  was  not  necessjiry  for  the  purpose  of 
the  cases  before  them.  Neither  is  it  necessary  for  ns  to  decide  the 
point,  as,  for  reasons  which  will  presently  be  given,  the  lostmraent 
in  question,  even  if  under  hand,  could  not  be  a  Promissory  Note  ; 
but  we  wish  to  point  out  that  in  Gltfn  v.  Baker  the  form  of  the 
East  India  Bond  was  that  the  East  India  Company  acknowledged 
to  have  received  of  W.  G,  Sibley  £100,  which  the  Company 

promised  to  repay  to  Sibley,  his  executors,  or  assigns,  by  indorse* 
menL  It  was  therefore  in  form  a  Promissory  Note  for  value 

feoeiv^,  payable  to  order,  and  had  it  been  signed  as  such  by  an 
agent  of  the  East  India  Company,  would  have  been  negotiable. 
But  it  was  a  bond  under  tlie  seal  of  the  East  India  Company  and 

Le  Blanc,  J„  says — *  It  is  clear  that  no  action  could  have  been 
brought  on  this  bond  but  by  Sibley  the  Obligee,  or  in  his  name  : 

or  if  he  died,  in  the  name  of  his  executors' 
*^Tbe  alarm  occasioned  by  this  decision  was  so  great  thai 

within  a  month  afterwards  an  Act,  51  Geo.  8,  c.  64,  was  passed 
to  make  East  India  Bonds  negotiable  like  Promissory  Notes.  It 
saems  not  to  have  occurred  to  any  one  that  it  could  be  said  that 
this  was  already  done  by  virtue  of  the  Statute  of  Anne,  the 

promise  in  writing  being  signed  by  the  East  India  Company*s 

''This  seems  a  strong  authority  for  saying  that  instruments 
under  the  seal  of  a  body  corporate  are  not  exceptions  from  the 

general  rule  laid  down  in  Byles  on  Bills  that  *  at  Common  Law, 
Bills  of  Exchange  and  Promissory  Note^,  beiug  simple  contracts, 
can  not  be  under  seal,  at  least  so  as  to  retain  their  negotiable 
quahties/  And  certainly  it  is  very  desirable  that  it  should  not 
be  left  doubtful  on  the  face  of  an  instrument  whether  it  is  a 

covenant  or  a  promise 
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'*  But  it  is  not  uecessaiy  to  decide  in  the  present  case  wbetbei 
an  Instruraeni  under  the  seal  of  a  Corporation  can  h^  a  Promissory 
Note  :  for  the  contract  of  the  Credit  Fourier  is  not  merely  to  pay 
the  money,  but  also  to  cause  a  portion  of  the  bonds  to  be  drawn 
in  the  stipulated  manner :  and  any  one  entitled  to  sue  on  the 
contract  contained  in  the  iostrument  would  be  entitled  to  sue  for 

damages  if  the  company  did  not  fairly  give  him  his  chance  of 
having  his  bond  drawn  according  to  the  stipulated  conditions. 
And  it  is  obvious  that  such  a  contract  as  that  cannot  be  a 

Promissory  Note   

'*  Hb  is  also  obliged  to  cmitend  thai  tliey  could  give  a  Rigid  of 
action  in  his  own  name  to  any  holder^  though  the  g^eneral  law 
would  give  no  such  Eight  of  action  to  the  holders, 
Th^e  is  no  decision  or  authorUy  that  it  is  mmpttent  to  a  party  to 
freat^  by  his  own  act  a  transferable  Bight  of  action  on  a  Contract, 
It  is  enough  to  refer  to  Diicon  t.  Bovill  and  Thompson  v.  Dominy 
as  authorities  that  he  cannot,  irrespective  of  custom,  so  create  it 

"  We  have  already  intimated  an  opinion  that  it  is  beyond  the 
competency  of  the  parties  to  a  contract  to  confer  on  the  assignee 

of  that  contract  a  Right  to  sne  in  his  own  name  " The  Court  then  made  the  rule  absolute  to  enter  the  verdict 

for  the  defendants  :  but  giving  a  Eight  to  appeal  No  appeal, 
however,  waa  made :  and  we  have  only  to  consider  bow  the 
doctrines  laid  down  in  it  are  affected  by  another  case 

Points  of  Conflict  between  the  PrincipUs  laid  dotvn  in  this  Case, 

and  those  laid  dotvn  m  the  Author's  D^est 

67,  It  will  be  seen  that  the  principles  laid  down  in  this  case 

directly  conflict  with  the  principles  laid  down  in  the  author's 
Digest,  with  the  private  approval  of  the  Law  Digest  Commissioners, 

in  the  following  points — 
I.  '*  The  general  ruh  is  thai  a  Chose-in'aetion  cannot  be 

transferred  ai  kwf  at  all  '* 
It  has  been  shown  that  this  general  assertion  oomprehends 

four  distinct  propositions  :  the  firet  three  of  which  are  absolutely 
unfounded  :  and  the  fourth  had  been  reduced  to  a  mere  technical 

objection  for  centnries 
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It  may  well  excite  surprise  that  a  Judge  of  the  legal  fame  of 
Lrord  Blackburn  should,  in  the  year  1873,  lay  down  the  broad 

iweeping  dcM^rine  that  *'  A  Chose-in-actton  cannot  be  traoBferred 

ID  law  at  all  ** 
It  h  a  principle  of  law  as  well  established  as  the  Great  Pyra* 

mid,  that  if  a  Creditor  directs,  or  authorises,  his  Debtor  to  pay 

his  debt  to  a  third  pei'son,  and  if  the  Debtor  aseentfi  to  the  ar* 
rangement,  and  commuiiicates  such  assent  to  the  third  person,  an 
irrevocable  contract  is  created,  which  cannot  be  broken  wiLhoat 
the  consent  of  all  the  the  parties  to  it :  and  then  the  third  person 
can  sue  the  Debtor  in  his  own  name 

This  principle  was  expressly  stated  in  many  cases;  among 
others  in  Tatlock  v.  Harris  (3  T.  R.,  174).  Fairlie  v.  Dinton 
(8  B.  (fe  C,  895).  Williams  \\  EvereU  (U  East,  582).  Hodgson 
V,  Ander^n  (8  B.  &  C,  482).  Lillt^  v.  Eafjs  (5  A.  Sc  E,,  548), 
Walker  r.  Rostm  (9  M.  &  W.,  411).  Hamilim  v,  Spotliswoadi 
(4  Ex.,  200).     Griffin  v.  Weatherhj  (L.  R.,  3  Q.  B..  753) 

In  this  last  case  Lord  Blackburn  said — "  Ever  since  the  case 
of  Walker  v.  Bostron,  it  has  been  considered  as  settled  law  that 
where  a  person  transfers  to  a  Creditor,  on  account  of  a  debt, 
whether  due  or  not,  a  fund  actually  existing  or  accruing  in  the 
bands  of  a  third  person,  and  notifies  the  transfer  of  it  to  the 
holder  of  the  fond,  although  there  is  no  legal  obligation  on  the 
holder  to  pay  the  amount  of  the  debt  to  the  Transferee,  yet 
the  holder  of  the  fund  may,  and  if  he  does,  promise  to  pay  to  the 
Transferee,  then  that  which  was  merely  an  equitable  right  becomes 
a  legal  right  in  the  Transferee,  founded  on  the  promise  :  and  the 
money  becomes  a  fund  received,  or  to  be  received  for  and  payable 
to  the  Transferee :  and  when  it  has  been  received  an  action  for 

money  bad  and  received  to  the  use  of  the  Transferee  lies  at  his 

suit  against  the  holder  *' Now,  how  is  the  doctrine  assented  to  by  Lord  Blackburn  in 
.  Griffin  V.  Weatherhj  reconcilable  with  his  dictum  in  Cnmch  v. 
Cndii  Fonper  of  England  ? 

Lord  Blackburn's  dictum  would  assert  that  the  principle  of 
Novatio  is  not  allowed  by  the  Law  of  England.  But  this  ii 
expressly  described  by  Bracton  as  part  of  the  Law ;  and  wai 

always  recognised  by  the  Courts.  In  Bracton's  times^  no  actioii 
oonld  be  founded  on  a  contract  unless  it  was  reduced  to  writing ; 
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i.e.,  a  Deed  or  Specialty ;  and,  in  1292,  we  find  an  action  bronght 
by  the  Aeeigaee  of  a  Specialty  :  and  actions  by  Aflsignees  of  Spe- 

cialties mode  assignable  by  the  Obligor  were  uniformly  allowed  by 
the  Conrta  until  they  fell  under  the  sway  of  the  dogmatism  of 
Lord  Kenyon.  The  case  of  Olt/n  v.  Baker ,  in  1810,  was  the 
first  case  in  Law  in  which  it  was  held  that  the  Assignee  of  a  Bond 
had  no  action  against  the  Oblrgor :  and  the  case  of  Crouch  v,  Th§ 
Credit  Fonpier  of  Enghutd^  in  1878,  will  be  the  last 

In  1857,  Willes,  J,,  a  judge  second  to  few,  said  in  Balfour  r. 

The  Sea  Fire  Life  Assoc,  (3  C.  B,  N.  S.,  808)—"  The  Coart 
there  (in  a  case  87  Hen.  VL)  aeem  to  have  considered  that  there 
could  not  be  an  assignment  of  a  Debt  That  doctrine  has^  as 
every  one  must  know,  long  since  exploded^  certainly  so  long  since 

as  the  year  1791,  and  probably  two  hundred  years  before" 
Ih  **  It  is  quits  clmr  (hat  a  Connant  ta  pay  monmj  is  net 

NegoUahU  by  ihe  Cmlom  of  merchant  " 
It  has  been  shown  that  by  a  uniform  series  of  decisions  for 

centuries,  the  Courts  of  Law  had  held  that  wherever  au  Obligor 
created  an  Obligation  payable  to  payee  and  assignee,  the  assignee 
might  sae  the  Obligor  in  bis  own  name.  And  it  has  further  been 
shown  that  the  merchants  whom  Lord  Uolt  consulted  said  that 

it  was  the  custom  among  merchants  to  transfer  Bonds  by  Indorae- 
mcut  like  Bills  of  Exchange 

IIL  "  And  there  is  no  cms  in  fhs  hoots  whtrs  a  BSi  of 
Exchange  made  under  Seal  has  been  smd  vpon^* 

We  have  shown  in  tlie  next  section  that  for  many  oenturiea 
Bills  of  Exchange  and  Promissoiy  Notea  were  sealed  and  delivered 
aa  deeds.  It  was  only  during  the  seventeenth  century  that 
merchants  began  to  use  signed  BUk  and  Notes  :  and  for  a  con* 
eiderable  time  bills  sealed  or  signed  were  used  ludifFerently  and 
considered  of  equal  validity 

In  Vanfieath  v.  Turner  (Winch,  24),  in  1621,  Vanheath  brought 
nn  action  against  Turner,  and  declared  upon  the  Custom  of 
Merchants  that  if  any  nierchant  over  sea  deliver  money  to  ft 
factor,  and  make  a  Bill  of  Exchange  under  his  Seal^  &c 

Also  in  Slisldm  v.  HentUg  (2  Show*,  160),  in  1680,  the 

Declaration  was  on  a  note  under  SeaL  Jones,  J.,  ̂' At  the  time 
of  the  flcaliug  whose  Dood  waa  it  ?  "    The  Court  said— ""  The 
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pencm  neema  BuflScientl;  described  at  the  time  that  it  is  made  a 

Dead" So  also  fa  ks  Term&s  de  la  Lfiij,  pnbltshed  in  1708,  it  is  said 
that  merchants  were  claiiDiag  the  same  right  tu  briag  action  on 
Signed  bills  as  on  Sealed  Bills 

Moreover,  the  Jodges  in  Lord  Holt's  cases  uuanimously 
admitted  that  Bills  and  Notes  nnder  seal  were  legal :  their  objec- 

tion to  siffnid  notes  was  that  it  was  making  a  mei'e  piece  of  paper 
equal  to  a  specialty 

IV.  The  case  of  Glyn  v.  Baker  is  quoted  as  an  authority :  but 

this  caae  is  thedii'ect  result  of  Lord  Kenyon's  ruling:  and  is 
directly  in  conflict  with  all  preceding  cases  :  and  is  certainly  not 
law 

V.  *'  There  ie  no  dednon  or  auihority  (hat  ii  iV  competent 
to  a  party  to  create  by  his  own  act  a  transferable  RiyfU  of 

Action  on  a  Contract'^ 
Tliis  is  a  repetition  of  the  dogma  of  Lord  Cranworth  in  Boifill 

V.  Dixi^n ;  and  of  Parke,  B,,  in  Thompson  v.  Dominy  (14  M*  and 

W.,  407)—"  I  never  heard  it  argued  that  a  contract  waa  transfer- 
Bble»  except  by  the  Law  Merchant " 

In  answer  to  this  we  can  only  express  our  astonishment  that 
Jndg^  of  such  experience  should  give  utterance  to  such  senti- 
meuts  in  the  nineteenth  century :  cnjus  con  (rarium  est  verum 

VL  The  judgment  that  the  document  declared  upon  was  not 
a  Promissory  Note.  It  may  not  have  been  a  Promissory  Not^  in 
the  strict  and  technical  sense  in  wliicb  the  word  is  now  used  :  but 

it  was  an  Obligation,  and  therefore  transferable  by  Uie  general 
principle  of  Law  applicable  to  all  Obligations 

On  the  (hie  of  Goodwin  v,  Robarts 

68.  At  length  this  great  quarrel  was  brought  to  a  final  set- 
tlement and  determination  in  the  case  of  Qoodwin  v.  Robarts 

(L.  R-,  10  Exch*,  8S7).  beyond  all  comparison  the  most  important 
Mercantile  case  in  modern  times  i  or,  indeed^  of  any  time 

The  Bassian  Government,  being  about  to  nuBo  a  loan  on 
Bonds,  appointed  Messrs,  Bothscliild  their  agents 

e  2 
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Messrs.  Eothschild  issued  Scrip  for  these  £100  Bonds,  as  a 
Receipt  for  £20  paid  on  account  of  the  Bonds  :  and  as  payment 
of  the  gnccesBiYe  iostahnenU  at  the  tunes  specified^  the  Bearer 
was  to  receive  the  definitive  Bonds 

In  February,  1874,  the  plaintiff  purchased  £200  of  the  Bus* 
sian  scrip  on  which  the  instalments  were  fully  paid  op  in  advance; 
and  left  it  in  the  hands  of  his  broker ;  who  improperly,  and  con- 

trary to  good  faith,  pledged  it  with  the  defendanla  as  security  for 
a  loan 

The  broker  became  bankrupt^  and  the  defendants  sold  the 
Scrip,  in  the  usual  way  of  businesy,  and  in  ignorance  of  the 

plaintiff^s  title 
It  was  proved  that  such  Scrip  for  Loans  to  foreign  govern- 

ments, entitling  the  bearers  thereof  to  Bonds,  had  been  well 
known  to,  and  largely  dealt  in  by  bankers,  money  dealers,  and 
raembera  of  the  Stock  Exchanges,  English  and  Foreign,  for  above 
fifty  years  :  and  such  persons  had,  during  that  period,  bought  and 
sold  such  Scrip,  and  lent  money  on  it ;  and  dealt  with  it  in  every 
way  as  a  Negotiable  loetrument,  transferable  by  delivery 

The  question  was  whether  such  Scrip  was,  in  point  of  law, 
Negotiable :  so  that  the  defendants,  the  innocent  boldera  for 
value,  might  retain  the  proceeds  from  the  true  owners  of  it 

This  case,  it  will  be  observed,  extended  the  question  of  Nego- 
tiable Instrumeots :  because  all  Instruments  hitherto  found  to  be 

Negotiable,  had  been  actual  Obligations  to  pay  Money :  but  this 
was  only  a  Promise  to  deliver  an  Obligation  to  pay  Money 

The  Court,  of  Exchequer  unhesitatingly  gave  judgment  for  Use 
defendants 

The  case  was  then  taken  by  Appeal  to  the  Court  of  Exchequer 
Chamber,  and  judgment  was  given  by  the  Lord  Chief  Justice 
Cockburn  on  the  last  day  of  ita  existence,  July  7, 1875 

In  the  coarse  of  the  argument  before  the  Court,  Lord  HoU'a 
oasea,  so  often  alluded  to,  had  been  cited,  and  the  Lord  Chief 
Juf»tice  spoke  of  them  in  terms  of  the  strongest  condemnation 
and  said  that  they  were  a  blot  upon  our  judicial  history 

The  Lord  Chief  Justice,  having  reviewed  all  the  arguments 
against  the  negotiability  of  the  Scrip,  especially  the  views  exprened 
in  the  preceding  case  of  Vrcuch  v.  Th$  OnM  Fon^  qf  Engfand^ 
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that  it  is  not  competent  for  any  one  to  create  floating  ngbta  of 

action  against  himself,  said — 
**  Having  given  the  fullest  considerfltion  to  this  argnment,  we 

are  of  opinion  that  it  cannot  prevail.  It  is  foonded  on  the  view 
that  the  Law  Merchant  thus  referred  to,  is  fixed  and  stereotyped, 
and  incapable  of  being  expanded  and  enlarged  so  aa  to  meet  the 
wants  and  requirements  of  trade  in  the  varying  circumstances  of 
commerce.  It  is  true  that  the  Law  Merchant  is  sometimes  spoken 
of  as  a  fixed  body  of  law,  forming  part  of  the  Corainon  Law,  and, 
as  it  were,  coeval  with  it.  But  as  a  matter  of  legal  history,  this 

view  is  altogether  incorrect " 
The  Lord  Chief  Justice  then  proceeded  to  speak  of  Bills  of 

Exchange  and  Promissory  Notes,  and  said  that  the  common  notion 
that  Promissory  Notes  were  not  used  in  England  till  the  end  of 

the  seventeenth  century  wag  a  mistake.  "  Mr.  Maoleod  shows 
that  Promissory  Notes  payable  to  bearer,  or  to  a  man  and  hia 

assignB,  were  known  in  the  time  of  Edward  IV  ** 
After  referring  to  aeveral  of  the  cases  before  cited,  he  said — 

*'Thu8  far  the  practice  of  merchants,  traders,  and  others,  of 
treating  Promissory  Notes,  whether  payable  to  order  or  to  bearer, 
on  the  same  footing  as  Bills  of  Exchange,  had  received  the  sanction 
of  the  Courts,  but  Holt  having  become  Chief  Justice,  a  somewhat 
unseemly  conflict  arose  between  him  and  the  merchants  as  to  the 
Negotiability  of  Promissory  Notes,  whether  payable  to  order  or  to 
bearer :  the  Chief  Justice,  taking  what  must  now  be  admitted  to 

have  been  a  narrow-minded  view  of  the  matter,  setting  his  face 
strongly  against  the  negotiability  of  these  instruments,  contrary, 
as  we  are  told  by  authority,  to  the  opinion  of  WestmiEster  Hall : 
and  in  a  series  of  successive  cases  persisting  in  holding  them  not 
to  be  negotiable  by  indorsement  or  delivery.  The  inconvenience 
of  trade  arising  therefrom  led  to  the  passing  of  the  Statute  of 
d  &  4  Anne,  c.  D,  whereby  Promissory  Notes  were  made  capable  of 
being  assigned  by  indorsement,  or  made  payable  to  bearer,  and 
snch  assignment  was  thus  rendered  valid  beyond  dispute  or 
difficulty 

**  It  is  obvious  from  the  preamble  of  the  Statute,  which  recites 
that  *  U  had  bmi  held  that  such  Notes  were  not  within  the  custom 

of  merchants  ̂   that  these  decisions  were  not  acceptable  to  the 
prolaHion  or  the  country*    Nor  can  there  be  much  doubt  that  by 
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the  amge  prcTalent  among  merchants,  these  Notca  had  been  treated 
aa  accarities  negotiable  bj  the  castomary  method  of  assignment,  aa 
moch  as  Bills  of  Exchange  properly  so  called.  The  Statute  of 
Aane  may,  indeedt  practically  gpcaking,  be  looked  npon  aa  b 
Declaratory  Statute^  confirmiog  the  decisions  prior  to  the 

time  of  Lord  Holt" 
The  Lord  Chief  Jnstioe  then,  having  reviewed  several  other 

cases,  came  to  the  case  of  Crouch  v.  Th£  Credit  Fanfier  of  England^ 
in  his  own  Courts  but  decided  in  his  absence.  He  expressed  dis* 
approval  of  the  reasons  given  for  the  judgment,  that  it  waa  not 
competent  for  the  Company  to  make  inatrmnents  negotiable 
which  were  not  negotiable  at  Comraon  Law  :  though,  he  said,  the 
judgment  might  be  supported  on  the  ground  that  the  usage  waa 

not  proved  to  bo  general.  **  Wo  cannot  concur  in  thinking  that 
if  proof  of  general  usage  had  been  established,  it  would  have 
been  a  sufficient  ground  for  refusing  to  give  effect  to  it  that  it  did 
not  fonn  part  of  what  is  called  the  ancient  Law  Merchant  .    •    , 

'*  If  we  could  see  our  way  to  the  conclusion  that  in  holding 
the  scrip  in  question  to  pass  by  delivery,  and  to  be  available  to 
bearer,  we  were  giving  effect  to  a  usage  incompatible  either  with 
the  Common  Law  or  with  the  Law  Merchant  as  incorponitod  into 
and  embodied  in  it,  our  decision  would  be  a  very  different  one 
from  that  which  we  are  about  to  pronounce.  But  so  far  from  this 
being  the  case,  we  are^  on  the  contrary,  in  our  opinion  only  acting 
on  an  established  principle  of  that  law  in  giving  legal  effect  to  a 
usage,  now  become  nnivcrisal,  to  treat  this  form  of  security,  being 
on  the  face  of  it  expressly  made  trarK^ferable  to  bearer,  as  the 
representative  of  money,  and,  as  such,  being  made  to  bearer,  aa 

asaignable  by  delivery  '* 
The  Court  then  affirmed  the  Judgment  of  the  Court  of  Ex- 

chequer. Thus  all  the  Courts  of  Common  Law  held  that  the 
Bcrip  was  a  Negotiable  Instrument 

The  Lord  Chief  Justice  had  the  Paper  we  prepared  for  the 
Law  Digest  comi>ctition  before  him,  and,  in  the  course  of  the 
Judgment,  he  did  the  author  the  very  high  honour  to  refer  to  it 

aa  follows — 
**  We  find  it  stated  in  a  Law  Tract  by  ̂\v,  Macleod,  entitled 

'fipDcimcn  of  a  Digest  of  the  Law  of  BilU  uf  Exchange,*  printed, 
m  Wievej  m  a  Ht{>ort  to  the  Government,  bat  whicii,  from  \\a 
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reseELTch  and  ability,  deserves  to  be  produced  in  a  form  calculated 

to  ensure  a  wider  circulatioa/'  &c.  From  these  terms  it  is  evident 
that  he  assented  to  the  course  of  the  argument  taken  in  it 

Choses-in-action  made  Transferable  by  Stafnie,  withoxU 
the  Consent  of  the  Bebtor 

69.  Tlie  Courts  of  Law  never  adopted  the  suggestion  of 
Ashhurat  and  Bailer,  that  they  should  drop  the  formality  of 
requiring  the  TrauBferee  of  a  Debt  to  sue  in  the  name  of  the 
Transferor.  But  this  has  at  length  been  done  by  the  Act, 

Statute  1873,  c,  6C  :  in  sect.  25,  §  6  of  that  Act  it  enacted— 

"Any  absolute  assignment  by  writing,  under  the  hand  of  the 
aangnor  (not  purporting  to  be  by  way  of  charge  only)  of  any  Debt 

or  other  legal  chose-in-aclmi^  of  which  express  notice  in  writing 
shall  have  been  given  to  the  Debtor,  Trustee,  or  other  person  from 
whom  the  Assignor  would  have  been  entitled  to  receive  or  claim 

soch  debt,  or  chose-in-action^  shall  be,  and  be  deemed  to  have  been 
effectual  in  law  (subject  to  all  equities  which  would  have  been 
entitled  to  priority  over  the  right  of  the  assignee,  if  this  Act  had 
not  passed),  to  pass  and  transfer  the  legal  right  to  such  Debt,  or 
ehose-iti-action,  from  the  date  of  such  notice,  and  all  legal  and 
other  remedies  for  the  same,  and  the  power  to  give  a  good  dis- 

charge for  the  same,  without  the  concourse  of  the  assignor: 
provided  always,  that  if  the  Debtor,  Trustee  or  other  person 

liable  in  respect  of  such  Debt,  or  chose-in-adion^  shall  have  had 
notice  that  such  assignment  is  disputed  by  the  assignor,  or  any 
one  claiming  under  him,  or  of  any  other  opposing  or  conflicting 
claims  to  such  Debt,  or  diOBe-m-adion^  he  shall  be  entitled,  if  he 
think  lit,  to  call  upon  the  several  persons  making  claim  thereto  to 
interplead  concerning  the  same,  or  he  may,  if  he  think  fit,  pay  the 
same  into  the  High  Court  of  Justice,  under,  and  in  conformity 

with,  the  provisions  of  the  Acts  for  the  relief  of  Trustees  " 
It  will  be  seen  that  this  clause  confers  the  Eight  npon  Creditors 

to  transfer  their  Debts,  or  choses-in-culiont  without  the  consent  of 
the  Debtor ;  and,  consequently,  if  the  holder  of  an  obligation  not 
made  transferable  by  the  express  will  of  the  obligor,  gives  notice 
to  the  Debtor  in  terms  of  this  clause,  he  can  maintain  an  ai^tion 
on  it.    £ut  it  still  leaves  untoudied  the  case  of  an  Obligation 
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created  transferable  with  the  express  consent  of  the  Obligor,  which 
is  transferred  withont  a  written  notice  to  the  Debtor,  and  in  such 
cases,  which  form  the  great  majority  of  such  transactions,  the 
Bnles  of  the  Common  Law  still  apply.  Bat  if  there  should  be  any 
doubt  on  the  point,  which  we  contend  there  never  was,  it  is 

provided  for  in  §  11  of  the  same  section,  which  says — 
^*  Generally  in  all  matters  not  hereinbefore  particularly  men- 

tioned, in  which  there  is  any  conflict  or  variance  between  the 
Rules  of  Equity  and  the  Rules  of  the  Common  Law  with  refensnoe 

to  the  same  matter,  the  Rules  of  Equity  shall  prevail " 
Thus  the  Mercantile  Law  of  England  is  now  assimilated  with 

that  of  all  Europe 
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Section  IV 

Upon  Instruments  of  Credit 

70*  Credits  or  Debts,  then,  being  Commodities,  or  Merclmn- 
dite,  may  be  sold  or  transferred  as  freely  as  any  material  chattels : 
but  BO  long  as  they  remain  in  the  mere  invisible  and  intangible 
form  of  a  Right  of  action,  they  cannot  be  the  subject  of  manual 
delivery 

But  we  have  seen  that  the  Greeks  hit  upon  the  plan  o! 
recording  this  Right  upon  some  material:  and  when  this  was 
done  the  Right  itself  became  capable  of  manual  delivery  like  any 
materia)  chattel 

When  the  Credit  or  Debt  is  recorded  on  paper  or  other 
material,  it  is  termed  an  Instrument  of  Credit,  or  oj 
Debt :  and  it  must  be  observed  that  when  used  in  this  sense 

the  word  Instrument  has  a  technical  meaning  which  is  often 
overlooked 

The  word  Instrument  has  two  distinct  meamnga — 
1.  Sometimes  it  meanfl  a  tool,  or  implement,  or  means  by 

which  some  purpose  is  effected.    Thus  Edgar  says  in  Lear — 

**  The  Gods  are  jast,  and  of  oar  pleasant  viodi 
Make  Xnatrumenta  to  plague  us  " 

Bo  Smith  speaks  of  Money  as  the  **  Great  Instrument  of 
Exchange  '*  or  **  Instrument  of  Commerce  '* 

2.  But  when  Bills  and  Kotea  are  termed  Instruments 

of  Credit  or  of  Debt,  the  word  has  quite  a  different  meaning 
from  what  it  has  in  the  phnise  Instrument  of  Exchange 

The  term  Instrument  of  Exchange  denotes  the  mmm  by 
which  exchanges  are  affected :  the  term  Instrument  of  Credit 
me^as  the  Record  or  Document,  or  written  evidence  of  the  Debt 

In  Roman  Law,  Instrumentum  means  any  evidence, 
whether  oral  or  written,  by  wliich  a  Court  or  Judge  Wiis  in- 
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formed  of  a  fact :  or  of  the  raedta  of  the  case.  Thus  Siietoniiia 

bpeaks  of  the  Instrumenta  Imperii,  the  written  records  of 
the  Empire  :  Quintiliau  epenks  of  Instrumenta  Ltti^t  tlie  pajiers 
or  documents  relating  to  a  cause :  Tertullfan  and  Erasmus  call 
the  Christian  Scriptures  the  Novum  Imtrufmnium 

This  meaninj^  is  very  common  in  English.  Thus  ont  of  in- 

numerable examples  we  may  quote  from  Hallam — **Ib  abandantlj 
manifest  by  the  Instruments  of  both  the  Kings  "  •  •  ,  •  "  by 
mutual  Instrunmits  executed  at  Calais"  :  so  Brougham,  gpealdng 
of  the  Declaration  of  American  Independence,  says — **aa  the 
clock  struck  ttie  hour  when  that  mighty  Instrument  was 

signed  ** 
In  these  and  dmilar  cases  the  word  Inslnmeni  means  a 

written  Document  or  Record 

In  English  Law  the  word  Instrument  is  restricted  to  wriltin 
eTtdencc  :  and  is  thtis  equivalent  to  Document :  which  is  any 
writing  which  teaches  or  informs  the  Court  of  a  fact:  it  means 
simply  a  written  record 

Hence  an  Instrument  of  Credit,  or  of  Debt,  means  any 
written  evidence  of  Debt,  In  Courts  of  Law  and  legal  treatises 
these  documents  are  invariably  termed  Instrumetits 

loBtruments  of  Credit  are  usuaUy  said  to  be  of  three  forms — 
L    Orders  to  pay  money 
2.  Promises  to  pay  money 
3.  Mere  acknowledgements  of  Debt :  such  as  an  I  0  TJ 
But  besides  these  there  is  a  fourth  fonn,  though  it  ia  not 

usually  classed  under  that  term,  namely,  Credits  or  Debts  re- 
corded in  the  books  of  BankeiSi  termed  in  banking  language. 

Deposits.    All  these  are  written  evidences  or  record  of  Debts 

71.  It  is  well  known  that  for  a  long  time  the  origin  of  Bills 

of  Exchange  was  involved  in  great  obscurity*  Many  writers  attri* 
buted  them  to  the  Jews,  who  were  severely  persecuted  and 
expelled  from  France  in  1181  by  Philip  Augustus.  It  has  been 
repeated  by  multitudes  of  writern  that  the  Jews  invented  Bills 
of  Exchange  at  this  period  in  order  to  transmit  their  effects  to 
foreign  countries.  But  such  an  idea  could  only  have  ariseo 
from  an  entire  misconception  of  the  nature  of  Bills  of  Exchaugs^ 
and  of  an  Exdia^go.    Jiowevuri  the  mystery  is  now  Gomptetely 
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cleared  np*  We  have  seen  that  they  were  the  inventioa  of  the 
Eomau  bankers,  and  that  their  use  was  quite  comraoQ  in  the 
time  of  Cicero :  and  their  use  never  died  out ;  although  from 
the  troubled  state  of  the  countries  involved  in  the  fall  of  the 

Bomaa  empire,  dealiugs  in  Oredib  between  distant  towns  almost 
oeaaed :  and  the  use  of  Bills  of  Exchange  may  have  fallen  into 
abeyance 

An  Austrian  friend  of  ours  has  informed  us  that  in  a  Sclavonic 

chronicle  of  the  fifth  century,  he  has  found  a  provision  that  if 
Rosstan  merchants  died  at  Constantinople^  the  value  of  theii 

property  should  be  remitted  to  Eussia  by  Bills 

72,  In  the  eleventh  century  Europe  had  again  begun  to 
assume  a  somewhat  more  settled  state.  The  cities  of  Lombardy 
especially  devoted  themselves  to  commerce :  and  Gallenga  says 
that  a  treaty  between  the  city  of  Asti  and  Humbert  II.  of 
Savoy  in  1095  shows  that  the  cities  of  the  Asti  and  Chieri  had 
already  begun  to  introduce  the  system  of  Bills  of  Exchange  and 
Banking  into  France  and  England 

Weber  says  that  Bills  were  in  common  use  in  Venice  in 
1171.  A  charter  granted  to  the  city  of  Hamburg  in  11B9 
authorised  them  to  deal  in  Bills.  In  1243  a  etutnte  of  Avignon 
relates  to  UtUrw  cambii:  and  one  of  Venice  in  1272 

About  this  period  the  system  of  Bills  of  Exchange  received 
an  immense  extension.  In  the  times  of  the  Crusades,  the  Popes 
claimed  the  right  to  tax  all  Christendom  for  their  support. 
They  had  their  own  money  dealers  termed  Cambialores,  who 

kept  tables  in  the  Cathedrals  to  exchauge  the  money  of  forcignei's 
who  came  to  worship.  These  persons  sent  their  own  agents 
into  different  countries  to  collect  the  Papal  tribute.  As  soon  as 

they  ooUected  a  sum  they  sent  the  Pope  Bills  upon  their  priu* 
oipala  and  correspondents.  These  Bills  were  called  Litlerm 
(kmbiloricB,  In  the  twelfth  century  Florence  became  very 

famous  for  this  "banking"  business,  as  it  was  called.  Lucca, 
Siena,  Milan,  Placeutia,  and  other  towns,  were  also  famous  for 

it.  Cahors,  in  France,  also  became  a  great  Monetary  or  Bank- 
ing centre :  and  the  name  of  Caarsmi  became  synonymous  with 

nsarera :  and  Dante  places  them  in  the  Inferno  in  very  strange 
oompazLiooabip  for  this  imaginary  crime 
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In  122D  these  persons  were  first  introduced  into  England- 
The  Pope  sent  his  chaplain  Stephen  and  a  nuncio  to  demand  a 
tenth  part  of  all  the  moveable  goods  of  all  persona,  lay  and 
clerical,  in  England,  Ireland,  and  Wales  to  support  his  war 
against  Frederick  Barbaros^a.  Tlie  feeble  king  agreed  to  this 
extraordinary  demand  :  but  in  a  Parliament  held  to  consider  it, 
the  lay  lords  indignantly  refused  to  subject  their  lands  to  the 
Poi)e,  The  unfortunate  ecclesiastics  had  no  resource  bnt  to 
yield.  The  Pope  drew  bills  upon  all  the  bishops  and  abbotSi 

which  they  were  obliged  to  honour  under  the  threat  of  exconi- 
mnnicatiou.  A  detachment  of  Caorsini  came  over  with  the 

nuncio  to  London,  and  settled  there  in  order  to  lend  money  at 

heavy  interest  to  the  bishops  to  enable  them  to  meet  the  Pope's 
drafts 

Eanke  says — '*  As  it  has  been  observed  that  the  business  of 
exchange,  or  banking,  in  the  middle  ages  received  its  chief  ex- 

tension from  the  nature  of  the  Papal  revenues,  which,  falling  dne 
throughout  the  world,  had  to  be  remitted  from  all  quarters  to 

the  Curia  '* We  have  no  notices  as  to  when  the  use  of  Bills  of  Exchange 
by  merchants  became  geueral  The  oldest  Commercial  Bill  of 
Exchange  knoTn  to  exist  is  dated  1381,  in  the  following  terms — 

" Al  uome  di  Dio.  Amen.  A  primo  di  Febrnario^  MCCCLXXXI., 
pagate  per  qaesta  prima  lettem  ad  nsanza,  da  voi  medesimo  libre 

43  de'  grossi,  sono  per  cambio  de'  ducati  440,  che  qnesti  chi  hone 
reoevuto  da  Sejo  el  Campagni  attramente  le  pagate  '* 

Another  is  quoted  by  Capmany,  an  eminent  Spanish  writer, 
which  was  drawn  in  1404  by  a  Lucchesc  merchant  of  Bruges  on 

his  con^espondent  at  Barcelona,  and  negotiated  at  Bruges^  but 
dishonoured  at  Barcelona.    It  is  in  these  terms — 

"Al  nome  di  Dio,  Amen,  A  di  Aprile  xwiii.,  1404p  P&gate 
per  questa  prima  di  camb.  a  nsanza,  a  Pietro  Gilbertc  c  Ptetro 
Oliro,  scuti  mile  a  sold,  x*  Barcclonesi  per  scnto:  e  qualt  scat! 
mille  sono  per  cambio  che  con  Giovanni  Colombo  a  Oreest  xzii  de 
greaso  per  scuto,  et  Pen*  a  nostro  conio :  et  Christo  vi  gaordi 

**  Antonio  quart.  Sab.  di  Bnigis" 
Vmm  the  terms  in  which  these  Bills  are  drawn  it  is  qniio 

etideut  that  they  must  have  been  long  in  use*  In  the  Archi^-es 
of  ̂' cuicc  tlierc  arc  a  considerable  number  of  Bills  of  Exchange  of 
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the  15th  century,  drawn  by  Tenet ian  merchants  on  their  cone- 
gpondenta  in  London,  but  sent  back  protested  for  non-payment- 
la  none  of  these  BiUa  are  there  any  words  of  negotiability,  just  as 
there  need  not  be  in  a  Scotch  bill  at  the  present  day.  Many 
writers  have  been  pnzzled  to  know  when  Bills  of  Exchange 
became  negotiable.  Some  attribute  this  invention  to  Cardinal 
Eichelien.  But  the  investigation  in  the  preceding  section  has 
cleared  away  all  mystery  on  the  subject.  They  were  negotiable  by 
the  general  Law  of  the  Empire,  which  enacted  that  all  Debts  and 
Eights  of  action  were  aa  saleable  as  any  other  chattel 

73*  Obligations,  by  the  Common  Law  of  England,  were  not 
payable  t^  any  one  but  the  payee,  without  the  consent  of  the 
Obligor.  Accordingly  at  a  very  early  period  it  was  usual  to 
make  obligations  payable  to  the  payee,  or  his  attorney,  equiva- 

lent to  the  modem  or  **  order."  Matthew  Paris  quotes  an 
obligation  of  the  Prior  and  convent  of  N.,  dated  1235,  and 
made  payable  to  certain  Milanese  merchants  in  London,  aui 
nni  eoriim  vel  €4)riim  certa  mtficio 

Tlie  Statute  of  Merchants,  11  Edward  I.  (12SS),  is  the  first 
law  noticing  mercantile  Obligations.  It  enacts  that,  if  their 
debtors  did  not  pay  at  the  agreed  upon  time,  the  merchants 
might  bring  them  before  the  proper  authorities,  and  the  clerk 

shoold  draw  up  an  "  escrit  de  Obligation  "  or  a  '*lettre  de  Obli- 
gation/* which  the  official  translation  renders  Bill  Obligatory,  to 

which  the  Debtor  was  to  af&x  his  seal ;  binding  him  to  pay  on 
a  certain  day 

In  the  thirty-first  year  of  his  reign,  Edward  I,  granted  a 
Statute  to  the  City  of  London  for  the  protection  of  foreign 
merchants,  which  enacted  that  they  might  pay  the  customs 
duties  on  their  exports  by  Bills  on  their  principals  or  partners 

74.  It  has  been  very  generally  supposed  that  Bills  of  Ex- 
change were  only  in  use  among  foreign  merchants,  and  that 

Obligatioua  in  the  form  of  Promises  to  pay  were  wholly  un- 
known to  commercial  usage  and  the  Common  Law,  This, 

however,  is  erroneous.  There  exists  a  work  called  Arnold's 
Chronicle,  first  published  in  1502,  bat  supposed  to  have  been 
taken  from  an  earlier  work,  containing  many  of  the  easterns  of 
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the  city  of  London  in  the  reigns  of  Edward  IT,  and  Henry  VII 
Stjreral  forms  of  Obligation  are  given  in  this  work  as  being  in 
cxjinmon  use.    There  are  several  forms  of  BiUa  of  Payment* ».«., 

Promisfiory   Notes    mado    payable    to  payee  or  his  **attamai,'* 
©quivalenb  to  "  or  order.*'    One  form  is  thus  given— 

Byll  of  Payment 

'*  Be  it  koowen  to  all  men,  me  A.  B.  de  civitat,  L.  in  connteo 
of  M,  martibtiunt,  to  be  bounde  be  tbes  present  obligacion  to  P. 
6.  of  C.  in  yc  oouiite  of  K.  1.  xii.  li  lawful  money  of  England  to 
be  paid  to  ye  said  F.  G.  or  to  his  cerici/m  atturnai^  his  eiers  or 
executnrs,  at  the  fest  of  Sanct.  M,  tarchaungel  next  comyng 

aft'  yc  date  of  this  present  withont  further  dclai,  to  the  which 
paiment  wel  and  truli  to  be  made,  I  bynde  me  my  eiera  and  my  a 
ejieoatots  be  theis  presents  sealed  with  my  eeale  yeven  ye  furst 
day  of  ye  monethe  of  M.  ye  yere  of  ye  regne  of  K.  H,  ye  VII. 

after  ye  conquest  ye  fust " 

Another  is  made  payable  to  assigns — 

Byll  of  Payment 

"  Memerand*  this  byll  made  the  iiij  dfiy  of  Julij  in  ye  xix»  yere 
of  the  reigne  of  Kyng  Edwani  the  iiij  ben  Lh  wytncsse  yt  we  Ric. 

Shirlee  of  I^ondon  grocer  and  Tlioniiis  Shirlee  of  London  haburd* 
owcn  unt^  W,  Warboys  and  John  Benson  of  London  habiird* 
xsjtviij  8,  ij  d.  stg.  to  be  payd  to  the  said  \V.  and  J.  or  to  etlier 
of  them,  to  their  cycrs  ther  executors,  or  to  their  assign ES^  yc  fursfe 

day  of  Julij  next  comyng  wythotit  ony  delay,  to  the  whiche  pay* 
ment  wel  and  truly  to  be  made  we  binde  ns  oar  eyew,  eiecntor^ 
and  our  nasigneBf  and  eche  of  ns  in  the  hoole.  In  wytneeB  whorof 

we  set  to  oure  seales  the  day  and  tyme  afore  rehereed" 

A  form  also  is  given  of  a  Bill  of  Exchange  payable  to  bean^r-^ 

I^ettre  of  Exchaunge 

*'  Be  it  knowen  to  alle  men  yt  I  R.  A.  citezen  and  habd*  a( 
liOndou  have  tesbd  by  excliaonge  of  K.  A*  maroar  of  the  aaine  dt# 
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XX.  !f,  stg.  whicte  twenty  ponds  Big,  to  be  paid  to  tlie  said  N.  or 
to  the  BiiiKGEK  OF  THIS  BYLL,  lu  sjnxten  marie  next  corayng  for 
vu  8,  viij.  d,  Btg,  ix*  s.iiij,  g,  fllg.  money  ciirraot  in  the  said  mart, 
and  yf  ony  defaufc  of  payment  be  at  the  day  in  alle  or  ony  part 
ycrof  that  I  promyse  to  make  good  ail  costis  and  scathes  that  may 
grow  therby  for  defaiit  olT  payment  as  well  as  the  principal  some 
bee  this  my  furet  and  second  lettnr  of  payment  and  herto  I  byndo 
me  myn  execntors  and  alle  my  goodis  whereoever  they  may  be 
founde.  In  wytnesse  wberof  I  have  written  and  sealyd  this  byll 

the  X  day  of  Marche  Ao.  I>ni.  MCCCC.  Ixxxvij '' 

These  common  forms  establish  the  fact  that  in  the  time  of 
Edward  IV.  it  was  usual  to  draw  Bills  of  Exchange  in  the  form 
of  Promissory  Notes,  and  to  make  them  payable  to  bearer  ;  and 

also  that  Promissory  Notes  payable  to  "  order  "  or  to  **  assigns  *' 
were  in  codudoq  use.  And  as  they  were  given  as  common  forms 
at  that  period,  they  mnst  have  originated  long  before,  but  how 
long  it  is  impossible  to  say.  There  is  no  instance,  however,  of 
auch  documents  having  been  brought  before  a  Court  of  Law, 
which  may  shew  that  our  ancestors  were  more  punctual  in  their 
payments  or  less  litigious  than  their  descendants.  If  one  of  these 
documents  had  come  before  a  Court  of  Law,  we  may  be  certain 
that  it  would  have  recognised  its  validity,  just  as  annuities  made 
assignable  by  the  grantor  were  recognised 

Mr.  Lawson  also  gives  a  copy  of  a  Bill  of  Exchange  drawn  in 

the  form  of  a  Prumissory  Note  in  the  reiga  of  Ehzabeth — 

**Witne88eth  this  present  bill  of  exchange  that  I,  Robert 
Anderson,  merchant  of  the  city  of  Bristowe,doe  owe  unto  Thomas 
Miin,  Merchant  of  the  said  city,  the  snra  of  100  ducats  ;  I  say 
an  hundred  duckets  of  carrent  mouie  of  Spain,  accompting  after 
11  rials  of  plate  to  the  ducket ;  to  be  paid  into  the  said  Thomas 
Man,  or  his  assignes,  witliin  10  dales  next  and  ymmcdiately  ailer 
the  safe  arrivall  of  the  good  ship  cuiled  the  Gabriel  of  Bristowe  to 
the  port  of  S,  Lucai  in  Andalouaia  in  Spaine,  or  any  port  of  the 
discharge.  And  for  the  true  paimeut  thereof,  I,  the  above  named 
Eobert  Anderson  do  bind  me,  my  goods,  my  heirs,  executors,  and 
asaignes,  firmly  by  these  presents.  In  witness  of  the  truth,  I 
have  caui&ed  two  of  tliese  bills  to  be  made  (the  which  the  one  being 
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paled,  the  other  to  be  voide)  and  have  put  my  firme  and  seale  unto 
them,  and  delivered  tbcm  as  my  deed  in  Bristowe,  the  15Lh  day  of 
September,  1589,  and  in  the  81  yeere  of  our  Sovereign  Qaeen 

EUsKabeth  her  MajeatieB  reigne  '• 

The  first  obserTation  we  have  to  make  on  thia  document  is 

that  in  the  present  day  it  would  not  he  recognised  as  a  Bill  of 
Exchange  at  all,  aa  it  is  made  to  depend  upon  an  tmcertaia  event, 
the  arrival  of  the  ship  in  harbour. 

We  next  obscrre  that  all  these  Obligations,  Bills  of  Exchange, 
Bills  of  Payment,  Bills  Obligatory,  &c.,  were  specialties  or  deeds, 
and  not  mere  parol  contracts,  as  they  are  considered  at  present,  and 
tlierefore  they  required  no  consideration  to  make  them  vaUd.  It 
was  enacted,  as  we  have  seen,  by  Justinian,  that  any  obligation 

in  writing  should  bind  the  obligor ;  consequently  a  written  obli- 
gation in  Roman  Law  had  the  same  effect  as  a  deed  or  specialty 

in  English  Law.  In  process  of  time  the  formality  of  sealing  was 
discontinued  in  England,  but  it  must  be  observed  that  Bills  and 
Notes  are  not  merely  simple  contracU  in  English  Law  as  is  so  often 
said.  They  are,  in  reality,  in  their  origin,  deeds  with  the  for- 

mality of  sealing  thrown  ofif 

76*  At  this  time  it  was  perfectly  indifferent  whether  Ob- 
ligations were  drawn  in  the  form  of  Orders  to  pay  or  of  Promises 

to  pay  ;  they  were  equally  valid  at  Common  Law  :  "  mn  f^iri 
litterarum^  sed  oratiom  quam  exprimunty  ohligamur'^  **We  are 
not  bound  by  the  form  of  the  writing,  but  by  the  intention  whicli 

it  expresses/*  is  equally  common  sense,  and  Roman  and  English 
Law 

A  Bill  of  Exchange  in  former  times  meant  an  Obligation  to 
pay  the  Value  of  a  certain  amount  of  the  Money  of  one  country 
in  the  Money  of  another,  at  a  certain  rate  of  exchange.  It  was 
usual  to  draw  the  Obligation  in  the  form  cither  of  an  Order  to 
pay,  or  of  a  Promise  to  pay.  When  the  Obligation  originated 
with  the  Creditor,  it  naturally  was  in  the  form  of  an  Order  to  pay: 
when  it  originated  ̂ ith  the  Debtor,  it  was  naturally  in  the  form 
of  a  Promise  to  pay.  An  Obligation  payable  Within  the  country 
itself  was  called  an  Inland  Bill 

Tlie  word   Bill    meant   any  writing  whatever,   indndinf 
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Deeds.    In  Marlowe's  Fausfus^  when  Faustus  is  selliQg  Ms  booI 
to  Mepbistophclt's,  he  telln  Fa  list  n  a  that  he 

♦*  Most  write  it  down 

In  manner  of  a  Deed  of  Gilt  *' 

Fanfittifl;  aeeiug  his  blood  stop  flowing,  saja— 

*♦  la  it  unwilling  I  should  write  this  Bill  ?  •> 

and  then — 

**  Ccmwumatum  tit :  thk  Bill  ia  ended  '* 

Tlien  Bays  Mephistoplicles — 

"  Speak,  Faustua,  do  jon  doliver  tlxis  as  year  Deed  P  ** 

The  word  Note  had  exactly  the  eame  meaning.  Bo  that  tho 
words  BilUi  and  Noia  meant  any  writing,  whatever  its  form 
might  be 

The  name  of  Promiasory  Note  seemB  only  to  have  been  adopted, 
if,  indeed,  it  was  not  first  given,  by  the  Statute  of  Anne,  Before 

that  time  such  Documents  were  called  ̂ *  Bills  of  Payment/'  *'  Bills 
of  Debt,"  *'  Bills  of  Credit,"  **  Bills  of  Obligation."  Bank  Notes 
were  called  "  Bank  Bills."  In  the  Act  establishiug  the  Bank  of 
England,  its  Notes  are  termed  ''  Bills  of  Credit,"  and  "  Bill.^ 
Obligatory."  In  one  case,  a  Note  for  the  payment  of  Money  was 
termed  an  Inland  Bill  by  the  Court,  In  another  case,  two  Gold- 

smith's or  Banker's  Notes  were  declared  upon  as  Bills  of  Exchange: 
and  they  were  called  Bilb  throughout  the  case.  In  another  case 

it  is  aaid — '*  If  a  merchant's  apprentice  draws  a  Bill  (as  I  do 
promise  to  pay  such  a  sum  for  my  master)  to  charge  the  master 

with  the  Note''  So,  in  several  cases,  Bank  Notes  arc  called  Bills. 
In  many  parts  of  the  country  at  the  present  day,  Bank  Notes  are 
fitill  called  Bank  Bills  :  and  the  words  Bank  Notes  would  not  be 
understood 

It  has  now  been  clearly  shown  that  the  opinion  which  pre- 
vailed 60  long  in  our  Courts  of  Law  that  Promissory  Notes  are 

not  transferable  at  Common  Law :  and  that  they  were  unknown 
to  Mercantile  naage  until  the  end  of  the  seventeenth  century,  is 
entirely  erroneous,  both  m  Law  and  Fact 
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Since,  however,  the  series  of  erroneouB  decisions  in  the  King's 
Bench,  which  gave  rise  to  the  Statute  of  Queen  Anne,  the  word 
Bill  has  been  restricted  to  Orders  to  Pay  :  and  the  word  Note 
to  Promises  to  Pay.  Hence,  in  reading  old  cases  and  books,  it 
must  be  observed  that  the  words  Bill  and  Note  were  used  quite 
synonymonsly  to  mean  au  Obligation  in  either  form  :  since  the 
word  Bill  is  restricted  and  ai)propriated  to  Orders  to  pay : 
and  the  word  Note  to  Promises  to  pay 

76*  Considerable  obscurity  prevails  as  to  the  sabseqnent  his- 
tory of  Instruments  of  Credit  in  England.  The  next  writer  on 

the  subject  is  Gerald  Malynes^  a  London  merchant,  who  published 
his  Lex  Mercaioria  in  1622,  It  is  remarkable  that  he  expressly 
Bays  that  Bills  Obligatory,  or  of  Debt,  which  (ae  has  been  shown 
above)  were  in  common  use  in  the  reign  of  Edward  IV.,  were  not 
used  in  England.  In  chapters  11,  1^,  and  13,  he  gtvea  a  full 
account  of  these  Bilk,  which  were  used  by  the  merchants  cf  Am- 
flterdam,  Hamburg,  lliddleborough,  and  other  places,  and  explains 

their  great  convenience ;  but  he  says—"  The  Common  Law  of 
England  is  directly  against  this  course,  for  they  say  there  can  be 
no  alienation  from  one  man  to  another  of  debtfi,  because  they  are 

held  choses'in-action,  and  such  whereof  no  property  can  pass  by 

assignment  or  alienation."  So  ako— **  This  laudable  cnatom  is 

not  practised  in  England  " 
Marios,  the  next  wTiter  of  authority,  in  1C51,  gives  several 

forms  of  Bills  of  Exchange,  all  in  the  form  of  orders  to  pay.  He 

takes  no  notice  of  the  Goldsmiths'  or  Bankers'  Not^,  which  were 
certainly  then  in  circulation  ;  bat  at  p.  6  he  speaks  of  the  custom 

of  offering  pajTiient  of  an  acceptance  by  a  **note  on  a  Goldsmith"* 
These  "*  notes,"  or  **  cash  notes/*  as  they  were  called,  were  the 

origin  of  the  modem  Ch£QUB 
How  the  strange  facts  are  to  be  accounted  for^that  Bills  of 

Exclmngo  in  the  form  of  Promissory  Notes  payable  to  "bearer"  and 
Bills  of  Payment  or  Notes  payable  to  ** assigns"  or  *' order,"  were 
in  common  u^  in  London  in  the  1 5th  and  ICth  centnrie9»aiid 
then  had  totally  disappeared  at  the  beginning  of  the  17th  century, 
and  reappeared  at  its  close,  but  Mippot^^d  to  be  then  a  new  spcciei 
of  docnment,  so  that  their  former  use  was  not  known — it  is  not 
easy  to  say 
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One  great  esfcablishraent  Btill  keeps  up  the  old  hybrid  form  of 

the  oblicfiition,  ia  a  apeciea  of  paper  it  issues.  The  follawifig  is 
the  form  of  a 

Baitk  of  Ekgla^^d  Post  Bill 

yp.  Loadoii,..^    18   

Ai  seven  days  siffht  I  promise  to  pay  ilmmy  sola  Bill  of 
Exchanfte,  to_^   or  order^  Oxe  Hundred 
  .   ekrliny  valm  receimd  of   ,   

For  the  Governor  and  Company  of 
£  One  Hundred  the  Bank  of  EugUuid 

Entd,   

On  Bills  of  Exchange,  Drafts,  and  Promissory 
Notes 

77.  A  Written  Contract  by  which  one  person  is  bound 
to  pay  :  (1)  a  certain  sum  of  Money  :  (2)  to  a  certain  Person  :  (3) 
at  a  certain  Event ;  is  termed  an  Obligation :  a  Security 
for  Money :  or  a  Valuable  Security 

Definition  of  a  Bill  of  Exchange 

A  written  Order  from  one  person  to  another  who  Owes,  or 

appears  to  owe  him  Money  as  a  Debtor,  directiii^^  bim  to  pay 
absolutely  at  all  events:  (1)  a  certain  sum  of  Money:  (2)  to 
a  certain  person  ;  (3)  at  a  certain  event :  ia  in  modern  bnguiige 
termed  a  Bill  of  Exchange :  or^  shortly,  a  Bill 

The  liiUowing  is  the  usual  form  of  a  Bill  of  Exchange  ̂ — 

£248  14  6  London,  May  4,  1883 

Tliree  months  after  dat^  }my  to  A,  B:  (or  to  myself)  or  ord^r,  ihn 

#tim  of  two  hundred  andjifly-cigkt  jwundSf  fouriesfi  sMUings  and 
sixpence^  for  value  received 

To  Mr.  John  Cox,  William  Smith 
Btrand^  London 

t  2 
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The  person  who  addresses  the  letter  is  termed  the  Drawer  : 
the  persoQ  to  whom  it  is  addressed  is  termed  the  Drawee ;  the 
persoa  to  whom  it  ig  to  be  paid  is  termed  the  Payee 

If  the  Drawee  has  not  alreadj  agreed  to  pay  the  bill,  when  it 
comes  into  tlie  hands  of  the  Payee,  the  Payee  should  tfike  it 
onoe  to  the  Drawee,  and  request  him  to  agree  to  pay  it.  If  the 
Drawee  agrees  to  pay  the  Bill  he  must  write  his  name  across  the 

face  of  it,  usually,  but  not  necessarily,  with  the  word  '*  Accepted  " : 
he  is  then  called  the  Acceptor 

The  Drawer  may  make  the  Bill  payable  to  himself ;  or  to  A. 
B.  only  :  or  to  hiraself,  or  to  A.  B.,  or  oixier 

In  England,  an  ordinary  Debtor  was  never  compellable  to 
accept  a  Bill  drawn  upon  him  by  his  Creditor 

But  in  Scotland,  which  adopts  the  Law  of  Justinian  and  the 
BasihVa»  that  a  Creditor  has  the  absolute  Right  to  sell  his  Debt 
against  the  consent  of  his  Debtor :  a  Debtor  is  bound  to  accept  a 
Bill  drawn  on  Iiim  by  his  Creditor  :  and  is  liable  to  aa  action  for 
non-acceptance 

This  distinction  is  maintained  by  the  Bills  of  Eioluuige  Act 
of  1882 

By  the  Commr ^n  Law  of  England,  even  if  a  Debtor  had  accepted 
a  Bill  payable  to  the  drawer,  or  other  payee  simply,  and  witliout 
the  words  '*or  order":  the  Creditor  could  not  transfer  it  to 

another  pei'son  so  as  to  enable  the  Transferee  to  sue  the  Debtor 
on  his  own  name 

And  the  Transferee  could  acquire  no  better  title  to  it  than 
that  of  the  Transferor  :  consequently  tlic  Bill  did  not  po686B8  the 
attribute  of  Currency,  or  Negotiability 

But  in  Scotland,  Bills  of  Exchange  are  transferable  and 
negotiable  by  their  very  nature  :  consequently,  tliey  do  not  njquim 

any  such  words  as  *'or  order**  to  muke  them  Current  and 
Negotiable.  And  a  Bill  drawn  payable  only  to  the  pay<>c  in 
Scotland,  l^eing  current  and  Negotiable  by  the  Lex  loci  ronlrartus^ 
ii  current  and  negotiable  in  Eoglnnd 

And  since  the  Supii}me  Court  of  Judicature  Act,  Bills  drawn 

without  the  words  **or  order"  arc  also  currcut  and  negotinltlc  in 
England  :  and  the  prcHMitation  of  the  bill  by  the  Transferee  to 
thft  Acceptor  ia  a  suHicient  notice  of  tlic  Tnmsrcr  of  the  Debt 
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Even  if  the  Drawee  refuses  to  accept  the  bill,  pTCsentment  of 

it  to  him  is  sofficieot  notice  of  the  Transfer  of  the  Debt 

Bat  in  this  case  the  Right  of  the  Transferee  would  ho 
dependent  on  the  general  8tate  of  accounts  between  the  Drawer 
and  the  Drawee.  If  the  Drawee  had  accepted  the  Bil]^  he  would 
be  absolutely  bound  to  pay  it :  whatever  might  be  the  state  of 
account  between  the  Drawer  and  himself 

Definition  of  a  Draft 

78.  A  written  Order  from  one  person  to  another^  who  Holds 
a  sum  uf  Money  as  a  Deposltum,  as  the  Bailee,  Trustee, 
Agent y  or  Servant,  of  the  drawer  ib  termed  a  Draft,  or 
Order  for  the  payment  of  iloney 

Bills  of  Exchange  and  Drafte  are  of  exactly  the  aame  form 
and  external  appearance.  The  distinction  between  them  arises 
from  the  difference  between  the  relations  of  the  two  parties  in  the 
two  Instruments 

In  a  Bill  of  Exchange  the  Drawee  is  eimply  the  Debtor  of  the 

Drawer ;  the  Proix^rty  in  the  Money  drawn  for  resides  in  the 
Drawee  :  and  tlie  Drawer  is  his  Creditor;  that  is,  be  has  only  a 
Right  of  action  to  compel  the  Drawee  to  pay  a  flum  of  Money : 

but  he  has  no  Right  to  any  specitic  money  in  the  Drawee's 
possession. 

But  ia  a  Draft,  the  Property  in  the  Money  resides  in  the 
Drawer :  and  the  Drawee  holds  it  merely  in  his  onstody  as  a 
Depositum :  and  he  has  possession  of  it  merely  as  the  Bailee, 
Trustee,  Agent,  or  Servant  of  the  Drawer :  and  if  he  appropriated 
it  to  his  osvn  purposes  it  would  be  embezzlement 

Thus  the  Chancellor  of  the  Exchequer  is  the  Treasarer  of  the 
natioQ  :  and  the  Money  he  holds  belongs  to  the  nation  and  not  to 
lumself.  So  every  great  Institution,  ns  a  hospital,  &c,,  has  a 
Treasarer  who  is  entrusted  with  the  custody  and  safekeeping  of 
the  money  of  the  luBtitution.  But  the  moneys  io  bis  possession 
belong  to  the  authorities  of  the  institution  :  and  are  only 
entrusted  to  him  as  a  Depositum :  and  not  lent  to  him  as  a 
Mutuum  :  and  he  is  not  their  Debtor 

Wheu,  therefore,  the  authorities  of  the  institution  ̂ ive  an 

Order  upon  the  Trustee  to  anoihcr  person,  they  are  not  trans* 
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ferring  a  Debt  dm  to  them :  they  are  directing  their  servant  to 
deliver  to  a  certain  person  certain  portions  of  their  own  money  , 
which  is  in  the  safekeepiDg  of  their  servant 

Also  the  Treasurer  is  not  personally  liable  on  such  orders  or 
Drafts ;  he  is  only  bound  to  pay  them  if  he  has  any  money  of  his 

masters'  in  his  possession.  Consequently,  such  a  Draft  or  Order 
is  not  a  Credit^  or  Personal  Obligation;  it  is  a  Title  to  a  portion 
of  some  specific  money 

Such  an  Order  is  not  a  Bill  of  lilxchange,  and  is  contrary  to 
the  fundamental  nature  of  a  Bill  of  Exchange 

So,  if  a  Bank  has  several  branches,  the  Orders  granted  by  the 
branches  upon  the  Head  Office  are  not  Bills  of  Exchange  but Drafa 

Thus  the  definition  of  a  Bill  of  Exchange,  which  is  usually 
given  m  law  books  and  in  the  Bills  of  Exchange  Act  of  1882,  is 
essentially  defective.  In  that  Act,  a  Bill  of  Exchange  is  defined 

thus : — 
**  A  Bill  of  Exchange  is  an  unconditional  Order  in  writing 

addressed  by  one  person  to  another,  signed  by  the  person  giving 
it,  requiring  the  person  to  whom  it  is  addressed  to  pay  on  demand^ 
or  at  a  fixed  or  determinable  futore  time,  a  certain  sura  in  money, 

to,  or  to  the  order  of,  a  specified  person,  or  to  bearer  *' 
Now  it  is  true  that  every  Bill  of  Exchange  is  an  Order  to  pay 

money :  but  every  Order  to  pay  money  is  not  a  Bill :  the  word 
Order  to  pay  money  includes  both  Bills  and  Drafts 

Definition  of  a  Promissory  Note 

79.  An  unconditionnl  written  Promise  made  by  a  person 
to  pay,  absolutely  and  at  all  events:  (I)  a  certain  sum  of  Money  : 
(2)  to  a  certain  Person  :  (8)  at  a  certain  Event :  is  in  modern 
language  termed  a  Promissory  Note  :  or  shortly  a  Note 

Tlie  following  is  the  usual  form  of  a  Promissory  Note  :— 

£148  9  10  London,  May  4th,  1883 
ThrM  Months  ajfer  date  I  ftromisB  to  pay  John  Jones  or  ordtr^ 

thi  9mi  of  one  hundred  mid  fm-Uj-thrH  ̂ mtnds,  four  BhiUii^i^  and 
nm$^m€4!^  for  value  recnved 

WjLUAJii  JomsttBOM 

ig^ 
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William  Johnaon  is  termed  the  Maker  of  the  Note 
Johu  Jones  the  Payee 

and 

Upon  Indorsement 

80,  When  a  Bill  or  Note  is  made  piijable  to  the  Payee  '*or 
order,"  the  Payee  must,  when  he  transfei's  tlie  lastrumeut  to  any 
one  ebe,  write  his  name  on  the  back  of  it :  hence  it  ia  termed  an 
Indorsement ;  tlie  Payee  is  called  the  Indorser :  and  the 
Transferee  is  termed  the  Indorsee 

The  Indorser  may  make  the  Inatrnmeut  payable  to  some 

special  Indoi'see  only:  if  he  doea  so  it  is  termed  a  Special 
Indorsement :  aad  the  Instroment  can  only  be  paid  to  that 
Indorsee 

If,  however,  the  Indorser  simply  signs  his  own  name,  and 
then  delivers  the  lostrnment  to  the  Indorsee,  it  is  termed  a 
General  Indorsement,  or  an  Indoreeraent  in  blank-  The 
Instrameut  is  then  transferable  by  mere  delivery,  without  aoy 
further  Indorsemeat ;  exactly  like  a  Bank  Note  or  Money  :  and 
the  Instrument  is  payable  to  bearer  like  a  Bank  Note 

Formerly  lodorsement  was  in  all  cases  necessary  to  transfer 
the  Property  in  a  Bill  or  Note  :  bnt  this  has  long  ceased  to  be  the 
case  in  English  Law,  It  became  the  custom  of  merchants,  which 
haa  long  acquired  the  force  of  Law,  that  any  Instrument  of  Credit 
indorsed  in  blank,  may  be  transferred  by  simple  delivery,  without 
any  further  indorsement 

It  is,  however,  the  general  custom  for  the  Transferee  to  require 
the  Indorsement  of  the  Transferor  :  not  for  the  pur[>ose  of  trans- 

ferring the  title  or  the  Property  in  the  Bill,  after  the  first 
indorsement:  but  to  retain  the  Ttansferor  as  a  security  or  guaranty 
for  the  Payment  of  the  Bill 

The  effect  of  the  Indorsement  is,  tliat  if  the  Acceptor  or 
Principal  Debtor  does  not  pay  the  Bill  or  Note  at  maturity  :  and 
the  owner  or  holder  gives  immediate  notice  to  the  IndorserSi  he 
can  enforce  payment  from  them 

But  the  demand  for  payment  must  be  made  without  delay :  in 
almost  all  cases  within  twenty-four  hoars  after  the  fact  of  non- 

payment. If  the  holder  of  the  Instrument  delays  giving  notice 
he  loses  his  remedy,  and  the  Indorsers  are  absolved 
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In  modern  practice,  theo,  the  Indorsement  is  merely  a  Umiled 
warranty  of  soundness.  The  difft^ence  between  buying  goods  or 
money  with  a  Bill,  with  or  without  Indorsement,  is  jast  the  same 
as  that  of  buying  a  horse,  a  watch,  a  carriage,  with  or  without  a 
limited  warranty.  In  all  cases  of  the  sale  of  a  horse,  or  a  waicb^ 

without  a  warranty :  or,  of  goods,  for  a  Bill,  without  the  Indorse- 
ment of  the  Transferor,  it  is  an  absolute  and  final  sale.  If  a  horse, 

or  a  watch,  is  bought  with  a  limited  warranty,  and  if  a  defect  be 
discovered  and  a  demand  is  made  withia  the  time  limited  by  the 
warranty,  the  sale  may  be  caocelled  and  the  money  restored 

When  the  transferor  indoi-ses  the  Instrument  he  sfiys  in  effect 
— **  I  warrant  the  soundness  of  the  Debt  for  twenty-four  houre, 

and  no  longer  *' The  general  rule  of  English  Law  now  is  that  if  any  Instrument 

of  Credit  be  taken  in  exchange  for  goods  or  money  without  In- 
dorsement :  or  if  the  period  allowed  for  making  the  claim  in  the 

case  of  an  indorsed  and  uopaid  Bill  be  allowed  to  elapse  without 
making  the  claim  :  it  is  a  final  closing  of  the  transaction.  The 
payment  is,  in  fact,  as  valid  and  final  as  if  it  were  money 

Except  only  in  the  case  of  fraud :  as  if  the  Transferor  knew  Rt 
the  time  that  he  tendered  the  Inatrtimeat  that  the  acceptor,  or 
maker,  was  banknipt  or  insolvent 

If,  however,  the  Transferor  did  not  know  that  the  Debtor  on 
the  Bil!  or  Note  was  bankrupt  at  the  time  he  tmn^ferred  it  in 
payment,  the  loss  will  fall  upon  the  Transferee  :  because  he  might 

have  insisted  on  the  Transferor's  ludoi^ement :  and  if  he  neglects 
to  do  so,  he  must  suffer  for  his  own  laches 

At  the  time  when  the  Bank  of  England  was  founded,  the 

Court  of  King's  Bench  had  decided  that  Promissory  Notes  were 
illegal  at  Common  Law  :  consequently,  in  the  Act  Statute,  1694, 
c.  20,  8.  29,  founding  the  Bank  of  England  :  and  in  the  Act 
Statute,  1704,  c.  8,  it  was  enacted  that  Bank  Notes  and  Promissory 
Notes  might  be  transferred  by  Indorsement  on  each  transfer 

In  the  case,  however,  of  Bank  Notes,  as  their  payment  was 
always  quite  secure,  the  practice  of  Indorsement  soon  fell  into 
disuse.  In  the  case  of  private  bankers  of  good  credit,  the  indorse* 
ment  was  often  omitted.  But  though  the  iDdorsement  was  often 
omitted  as  supertiuous,  that  iu  nu  way  altered  the  character  of  the 
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Instamient :  and  the  receiver  of  the  Note  took  it  entirely  at  his 
own  peril  :  and  ran  exactly  the  same  rieJc  as  if  he  took  any  other 
Instroment  without  Indorsement 

It  is  tisnal  in  English  Bills  and  Not^a  to  insert  the  words  **  for 
Value  received  "  :  but  it  is  not  necessary.  In  a  recent  case  it  was 
Baid  that  they  meant  nothing  more  than  "  your  obedient  eervaiit" 
at  the  end  of  a  letter.    And  it  is  quite  usual  to  omit  them 

On  Banking  Instruments  of  Credit 

81.  The  Instruments  of  Credit  which  we  have  described 

tibore  may  be  called  Commercial  Instruments,  because  tliey  arise 
out  of  the  transactions  of  merchants.  The  introduction  of 

lianking  into  England  gave  rise  to  two  new  forms  of  paper, 
which  may  be  called  Banking  Instruments  of  Credit 

The  essential  nature  of  ''banking'*  is,  as  we  have  shewn,  to 
create  Credit  in  exchange  for  money  and  commercial  debts. 
When  a  customer  pays  in  money  to  his  account  with  bis  banker, 
the  property  in  the  money  passes  to  the  banker,  and  in  exchange 
for  it  he  creates  a  Credit  in  his  favour  in  his  bookSi  which  is 
repayable  on  demand ;  or  if  he  discounts  a  bill  for  his  customer, 
he  also  creates  a  Credit  in  his  favour.  The  customer  then  having 
so  much  Credit  at  his  account,  if  he  wished  to  make  a  payment, 
might  write  a  note  to  his  banker  desiring  him  to  pay  so  much  to 
the  payee.  These  Notes,  or  Cash  Notes,  as  they  were  called,  were 

ibe  origin  of  the  modern  Cheque.  They  were  in  vai'ioiis  forms ; 
cometimes  they  were  made  payable  to  a  particular  person— 

16th  Nov.,  168D 

Mr.  Jackson, — Prafj  pay  to  the  hmnr  her&of,  Mr,  Daniel 
Oroker^  Jive  poufnh^  and  ])la£0  it  ta  the  accompt  of 

Taur  laving  friend, 

T*)  Mr,  Roger  Jackson,  JonN  Wynyarof 
At  Sir  Francis  ChikUs,  Goldsmith, 

jn&t  within  Temple  Barr 
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Sometimes  they  were  simply  payable  to  "  bearer  " — 

Mr.  Childe,— Pmy  pay  unto  the  bearer  the  sum  of  twenty 
pounds  and  place  it  to  the  account  of 

London^  Aug.  29, 1689  E.  Pollextbh 

Sometimes  they  were  payable  at  sight — 

Bolton,  4th  March,  1684 

At  sight  hereof  pray  pay  unto  Charles  Dtmcombe,  Esq., 
or  order,  the  sum  of  four  hundred  pounds,  and  place  it  to  the 
accompt  of 

Tour  assured  friend. 

To  Captain  Francis  Child,  Winchesteb 
near  Temple  Bane 

In  many  cases  they  were  sealed — 

Fray,  Mr.  Child,  pay  to  Mr.  Harrison  the  sum  of  a 
hundred  pounds 

(Seal)  D.  Tykwhitt 

Sir,—/  pray  pay  unto  Mrs.  Ann  Richards,  or  her  order, 
the  sum  of  £15,  for  your  lo :  friend, 

To  Mr.  Child,  or  Mr.  Rogers,  Thos.  Meres 
Goldsmiths,  near  Temple  Barr, 

2  Sept.,  '89  (Seal) 

Sometimes  they  were  payable  to  payee,  or  bearer — 

To  Mr.  Child  and  Mr.  Rogers  July  20th,  1688 

Pray  pay  unto  the  honorable  Dudley  North,  or  bearer, 
the  sum  of  one  thousand  pounds,  and  be  pleased  to  place  it  to 
the  account  of 

Tour  friend  and  Servant, 
Yarmouth 

Sometimes  they  were  payable  to  order — 
8d  June,  1683 

Fray  pay  unto  the  Bearer  hereqf,  Mr.  Thomas  Dickenson, 
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or  m'der^  the  sum  of  Uiirty  pounds^  and  place  it  h  tJu  accompi 

Your  lo :  friend, 
Paul  Whichcott 

The  Duke  of  Ancaster  wrote  his  ** Notes*'  as  follows — 

Mr.  Robert  Child, 

Pray  pay  to  my  servant,  Thos,  Kf  the  sum  of  seventeen 
poundSf  ajid  for  iso  domg  this  shall  he  your  order  under  my  Mnd 
and  eealf  this  17 Ih  day  of  October,  1707 

Akcasteh,  G.  C.        (Seal) 

Thus  we  see  that  the  practice  of  eealing  had  not  been  entirely 
discontinued  then 

82.  But  if  the  customera  wished  if.  the  banker  gave  them 
his  own  Promissory  Notes  tor  such  sums  as  they  lileased.  These 

early'  Goldsmiths'  or  Bankers'  Notes  were  not  printed,  but  were 
just  written  on  platn  pieces  of  paper  like  the  Promissory  Notes  of 

|)rivate  persons.    The  follow  iog  is  a  specimea — 

Nov,  2a,  1684 

I  promise  to  ;>ay  unto  Ute  Ht,  hmible,  ye  Lord  North  and 
Qrey^  or  bearer^  ninety  pounds  at  demand. 

For  Mr.  Fratwis  Child  and  myself 
Jko.  Booers 

In  July,  1729,  Messrs.  Child  &  Co.  were  the  first  bankers  to 
adopt  printed  forms  for  their  Notes.  But  they  were  not  printed 
for  definite  ̂ cms  like  Bank  of  England  Notes,  but  only  like 

modern  cheques— they  were  partly  printed,  and  the  name  of  the 
payee  and  the  fiuui  payable  were  tilled  in  in  wiitiug.  Sometimes 
they  were  payable  to  bearer,  and  sometimes  to  order  thus — 

Picture  of   |     No,  921  London,  Oct  20,  1729 
Temple  Bar.  J         I  promise  to  }my  to  Mr,  Eic/iord  Bannialer,  or 
9rder^  on  dejuand,  twenty  pounds 

For  Fras,  Child,  Esq., 

iSiO  8m.  Child 
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Picture  of  l     No.  1792  London,  8  Decemb.,  1729 
Temple  Bar. )        /  promise  to  pay  to  Mr.  Chr.  Diggs,  or  bearer, 
on  demand,  thirty  pounds. 

For  Fras.  Child,  self  Jc  Co., 
£30  Sam.  Child 

There  has  been  considerable  donbt  as  to  when  London 

bankers  discontinned  the  issue  of  Notes.  The  latest  specimen 
preserved  is  dated  April  12,  1793 

These  documents  are  not  merely  mercantile  curiosities ;  they 
possess  great  legal  and  historical  interest.  We  shall  fiud  that 
when  a  monopoly  was  created  in  favour  of  the  Bank  of  England, 
the  Act  was  framed  specially  in  reference  to  one  form  only  of  these 
banking  documents,  and  left  the  other  wholly  unnoticed.  And  it 
was  entirely  this  omission  which  left  a  loophole  open  in  the 
monopoly  clauses  of  the  Act,  which,  confirmed  by  a  declaratory 
clause  in  the  Bank  Charter  Act  of  1882,  enabled  Joint  Stock 
Banks  to  be  founded  in  London  ̂  

>  TTe  are  indebted  to  the  kindness  of  F.  O.  H.  Price,  Esq.,  of  the  firm  of 
Child  &  Co.,  the  oldest  banking  firm  in  London,  for  a  sight  of  these 
Documents.  Temple  Bar  having  shown  signs  of  giving  way,  in 
dooseqnence  of  the  excavations  made  for  the  f oondations  of  the  New 
Iaw  Courts,  the  room  in  it  which  was  rented  by  Child  &  Co.,  and  in 
which  the  ancient  records  of  the  firm  were  kept,  had  to  be  deaied 

«9Ut,  when  these  documents — which  cleared  up  several  doubtful  polnta 

in  early  Banking—came  to  light 



EXTINCTION   OF   OBLIGATIONli 285 

Section   V 

On  the  Extinction  of  Obligations 

On  the  Liimits  of  Credit 

83.  It  has  been  seen  in  the  preceding  secUons  that  Credit  m 
the  name  of  a  epecies  of  Incorporeal  Property  of  the  same  nature 
as,  but  inferior  in  degree,  to  Money :  and  that  it  fulJils  exactly 
the  same  functions  as  Money,  as  a  iledium  of  Exchange  or  Circu- 

lation. Also  that  it  is  Property  ciimulatiTe  to  Money  :  that  is,  it 
is  over  and  above  Money,  Credit  is  in  fact  to  Money  what  steam 
is  to  water :  and  while,  like  that  power,  it«  use  within  proper 
limits  ifl  one  of  the  most  beneficial  inventions  ever  devised  by  the 
ingenuity  of  man  :  its  misuse  by  unskilful  hands  leads  to  the  most 
fearful  calamities.  Credit  like  steam  has  its  Limits  :  and  we  have 

now  to  investigate  the  proper  Limits  of  Credit,  and  to  explain  the 
various  methods  by  which  it  is  extinguished.  Because,  by  its  very 
name  and  nature,  it  is  always  created  with  the  express  intcntioti 
either  of  being,  or  of  being  capable  of  being,  extinguished.  It  ia 
Unextinguished  Credit  whith  produces  those  terrible 
monetary  cataclysms  which  scatter  ruin  and  misery  among 

nations.  It  is  chiefly  by  the  excessive  use  of  Credit  that  over- 
production  ia  brought  about,  which  causes  those  terrible  catastro- 

phes called  Commercial  Crises:  and  the  inabihty  of  Credit  shops 

to  extinguish  the  Credit  they  have  created — commonly  called  the 
Mlures  of  Banks^is  the  cause  of  the  most  terrible  social 
calamities  of  modem  times 

The  true  Limits  of  Credit  may  be  seen  by  the  etymology  of  the 
word.  Because  all  Credit  is  a  promise  to  pay  or  do  sotm thing  in 
future :  and  that  somethings  whatever  it  nmy  be,  is  the  Value  of 

the  promise.  That  **  something*'  need  not  necessarily  be  money. 
It  may  be  anything  else.     It  may  be  a  promise  to  do  something 

The  only  real  difficulty  in  the  case  is,  as  has  l>een  before  ob- 
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served,  to  nnderstand  that  the  mere  abstmct  "  Promise  to  pay  **  i^ 
independent  and  exchangeable  Property^  quite  distinct  from  the 
thing  itself,  and  it  circulates  in  commerce  by  iteelf 

But  of  coiireo  it  is  manifest  that  the  Value  of  the  Promiac  la 

the  Thing  itself ;  and,  consequently,  if  the  Thing  itself  fuita,  th« 
Promise  has  lost  its  Value.  Thia  consideration  at  once  shows  the 

Limit  of  Credit.  Assuming  the  Ct'cdit  to  be,  ivhat  it  ia  in  its 
beat  known  form  in  this  country,  the  Promise  to  pay  Money,  it  is 
quite  clear  that  so  long  as  a  person  is  in  possession  of  suiUcient 
Money  to  pay  his  promise  when  it  falls  due,  the  Credit  has  not 
been  excessive 

Commercial  Credit,  however,  does  not  rest  upon  so  solid  a 
basis  as  the  cerlainhj  of  being  in  the  possession  of  money :  for 
then  it  would  be  as  safe  aa  Money  it«elf^  and  then  leases  would  ba 
unknown.  It  is  based  upon  the  expectation  of  being  in  the 
possession  of  Money  at  a  certain  time,  A  trader  buys  goods,  and 
in  exchange  for  them  he  gives  his  Promm  to  pay  money,  upon 
the  expectation  that  he  will  be  able  to  ec^ll  the  goods  for  money 
before  the  bill  becomes  due :  or  at  least  that  he  will  be  in 

possession  of  Money  before  that  time*  That  is,  he  prodnui  or 

brings  the  goods  to  market,  and  olTt^rs  them  for  sale,  in  the  hope 
that  they  will  be  consumed  or  bought.  If  he  brings  fonvard  for 
sale  more  of  any  species  of  goods  than  are  wanted  at  that  time^ 
60  that  they  cannot  be  sold  at  all :  or  if  they  are  sold,  at  a  lower 

price  than  they  cost :  it  is  over-prodiidtan.  He  must  then  pay 
his  bills  out  of  any  other  funds  in  his  possession ;  or  sell  oUier 
property  to  meet  them  :  and  if  he  cannot  do  so  he  is  ruined 

In  times  of  great  speculation  and  rapid  fluctuations  of  prices^ 
there  is  exceeding  danger  of  over-production  by  means  of  Credit ; 
especially  that  abuse  of  it  called  AcxM)mmodation  Paper,  whicli 
we  shall  describe  hereafter.  A  new  channel  of  trade  perha[>B  ia 
opened,  and  the  Urst  to  take  advantage  of  it  make  great  profits. 
Multitudes  of  others  hearing  of  these  profits  rush  in^  all  dealing 
on  Credit.  The  market  is  overstocked,  and  prices  tumble  down, 
and  the  Credit  created  to  carry  on  Ibeae  operations  cannot  bo 
redeemed 

Or  perhaps  a  great  failure  of  the  food  of  the  people  ialoei 

place:  mereJmnta  expecting  that  food  will  riaevr^  "  'uyon 
Credit  at  higher  prices  than  nsual.     If  tlieir  «  lis  am 

if  I-  «ri 
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Bound,  and  the  price  of  com  rises  to  the  expected  height^  they 
pay  their  bills  and  all  is  well.  But  in  all  such  cases  there  is  the 
danger  of  too  many  merchants  specnlating  in  com,  and  that  such 
vast  Quantities  may  be  poured  in  bo  that  the  price  may  fall 

Simiiarly  in  all  changes  froin  peace  to  war,  or  from  long  con- 
tinued war  to  peac^e,  great  changes  in  prices  take  place,  producing 

great  destruction  of  Credit :  and  at  such  periods  usually  many 
failures  occur 

The  institution  of  Banks  and  Bankers  who  create  Currency 
by  means  of  their  Credit,  either  in  the  form  of  Notes  or  Deposits, 
gives  a  great  extension  to  the  Limits  of  Credit :  but  yet  the 
Principle  of  the  Limit  remains  the  same.  Credit  always  has  to 
be  redeemed  :  and  if  this  can  be  done  the  Credit  has  been  sonnd. 

Hence  Credit  is  nerer  excessive,  whatever  mny  be  its  absolute 
amount,  so  long  as  it  always  returns  into  itself 

On  the  Extinction  of  Obligations 

84.  We  have  now  to  consider  the  various  methods  by  which 
Obligations  are  extinguished.  Credit  being  the  Eight  to  demand 
something  to  be  paid  or  doue,  and  the  Debt  being  the  Doty  to 

pay  or  do  that  sometliing,  of  course  that  Payment  or  the  Per- 
formance of  the  thing  promised  fulfils,  discharges,  and  extin- 

guishes the  Right  as  well  as  the  Duty  :  and  thus  the  Obligation 
is  absolutely  annihilated  and  extiuguished.  Commercial  Credit 
in  tliis  country  is  ahvays  expressed  to  be  payable  in  money  :  and 
it  is  sometimes  supposed  that  Bills  of  Exchange  are  always  paid 
in  Mooey  or  in  Bank  Notes*  This,  however,  is  a  great  error. 
There  are  other  metliods  by  which  Obligations  are  extinguished, 
besides  Payment  in  Money.  And  in  this  country,  the  amount 
of  Bills  which  are  paid  in  money,  is  iuhnitesimal  compared  to 
those  which  are  paid  in  other  ways 

There  are  four  different  methods  by  which  Obligations  may 

be  extinguished  :  these  are — 
1,  By  Release :  or  Acceptilation 
2,  By  Payment  in  Money 
3,  By  Renewal,  or  Transfer  :  or  Novation 
4,  By  Set  off :  or  Compensation 
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0?i  Belease :  or  Acceptilatio 

86,  We  have  in  a  preceding  paragraph  described  how  the 
Ohligatio  Jiiteris,  or  Writfcea  Contract,  termed  ExpeDsilatio, 
was  created.  The  Creditor,  or  Lender,  having  delivered  the 
money  to  the  borrower,  asked  him  if  he  had  weighed  out  and 
given  him  the  money.  The  borrower,  or  Debtor,  acknowledged 

that  he  had,  and  the  lender,  with  the  borrower's  consent,  made  a 
formal  entry  of  the  Loan  in  hia  Ledger  which  was  termed 
Expensilatio :  and  the  formal  entry  of  the  Loan  or  money 

received  in  the  borrower's  Ledger  was  termed  Acceptilatio 

When  the  borrower,  or  the  Debtor,  came  to  repay  the  Loan 
the  proceedings  were  reversed,  lie  brought  the  money  to  his 
Creditor  and  said  something  of  this  sort — 

*'  Qaod  ego  tibi  promisi,  habesue  acceptnra  ?  *' 
'*  ffavo  you  received  what  I pronmed  you  7  " 
The  Creditor  answered — "  Habeo,  acceptumqnc  tuli  ** 
**  /  hftve,  and  have  entered  it  as  received  " 

He  then  made  a  formal  entry  in  his  Ledger,  of  "  Money 
received : "  and  this  was  termed  Acceptilatio 

As  in  the  case  of  the  Expensilatlo,  this  entry  when  onoo 
formally  made  in  the  Ledger,  was  final  and  conclasivc  :  an<l 
could  not  be  questioned 

All  Contracts  or  Obligations  created  by  the  mntual  consent  of 
parties  may  be  extinguished  and  cancelled  or  dissolved,  by  tbd 
same  mutual  conseut  by  which  they  are  civated 

Consequently,  if  for  any  reason  whatever  the  Creditor  clioee 
to  release  the  Debtor  from  hia  Debt,  it  was  done  by  the  soleom 
form  of  Acceptilatio 

The  Debtor  went  through  the  legal  form  of  question  ;  and  the 
Creditor  made  the  formal  legal  answer :  and  then  made  the  formal 

entry,  Acceptilatio,  in  the  Ledger :  it  was  then  a  valid  and 
final  form  of  Release :  and  it  coald  not  be  questioned  or 
disputed 

Emmple  of  the  Application  of  (he  Principles  of  Algebra 
and  Law  to  Commerce 

88.    Wc  shall  now  show  how  the  Algcbmical  doctrine  that 
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—  X  —  =a  +  X  +  :  and  iU  Legal  Ec|iuvaleiit  thnt  the  Re- 
lease of  ft  Debt  is  in  iill  cases  equivalent  to  a  Payment  or 

Gift  of  Money  :   are  applied  in  Commerce 
Suppose  that  I  owe  £100  ta  a  Banker,  in  how  many  ways  can 

I  pwy  him  ? 

1.  I  may  pay  him  in  actual  Money  :  that  is  4-    X    + 
2.  If  I  have  £100  of  hia  Notes  :  or  have  an  accoimt  with 

him ;  I  may  tender  him  hia  own  Notes  :  or  I  may  give  him  a 
Cheque  on  my  account :  that  i&^  m  either  case,  I  Release  bim 
from  his  Debt  to  me  :  that  is  —  x  — 

That  is,  Releasing  the  Bauker  from  his  Debt  to  me  is 
Faying  ray  Debt  to  him 

3.  I  may  pay  him  £50  in  Money  :  and  also  £50  in  his  own 
Notes  ;  or  by  Cheque  on  my  a<3oount :  Paying  him  in  Money  is 
+  X  +  :  tendering  him  his  own  Notes,  or  giving  him  a  Cheque 
on  my  account,  h  —  X  —  :  and  the  coinhined  effect  of  the  two 
is  to  discharc^^e  and  extinguish  ray  Debt  of  £100 

Thus  I  may  pay  a  Debt  to  a  Banker  entirely  in  Money  : 
entirely  in  his  own  Notes,  or  by  Cheque  :  or  partly  in  Motiey  uml 
partly  in  his  Note5  or  by  Cheque  :  and  the  effect  of  these  several 
mo<les  of  Payment  is  nhsolutely  identical 

In  the  Chapter  on  Banking  we  shall  give  an  example  of  the 
appliciitton  of  this  principle,  which  may  perhaps  surprise  some 
stadent^ 

Thus  we  see  that  the  doctrine  that  Taking  Away  a  Ne- 
gative Quantity  is  a])solutely  equivalent  to  Adding  a 

Positive  Quantity  :  or  that  —  x  —  ̂ +x+:i» 
nnivcrsally  true  in  all  branches  of  science 

As  the  BiLsihca  expresses  it— 

*'  fiuo  apyyifTit^  fAtav  irotovo'tv   KardBnTiv  " 

*'  Two  Negatives  rmtka  an  Afllrmative  " 

Thr  Release  of  a  Debt  is  in  all  case^  Equiimkn!  h  a 
Donation  or  Payment  in  Money 

87»     Euler,  as  we  have  seen  above,  says  that  if  a  man  ha* 
nothing,  and  even  owes  50  crowns,  he  has  50  crowns  Irsa  than 

IT 
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nothing.  His  Property  is  ( —  50)  cmwna,  t.u.,  he  has  the  Dtdtj  h 
pay  50  crowns,  and  nothing  to  pay  them  with 

Euler  also  says  that  if  any  one  niadc  the  Debtor  a  present  of 
50  crowns  to  pay  his  Debt  with,  thongh  liia  PrtJpcrty  then  wonld 
only  be  at  the  point  0,  he  wonM  be  50  crowns  riclicr  than  Ijcfore 

Eoler  is  rij^lit  eo  far  os  he  go*'S :  bnt  he  has  only  RlutM  cue- 
half  of  the  cjiso.  Because  the  same  result  may  be  arrived  at  in 
another  way.  As  the  same  result  f<»llovv8  whoever  gives  hini 
the  50  crowns,  we  may  snppose  that  liis  Crcditor  makes  him  a 
gift  of  50  crowns.  The  Debtor  may  then  pay  the  Debt  by 
giving  the  Cmlitor  hack  his  50  crowns :  and  the  Debt  is  dis- 

charged :  and  the  Debtor,  though  now  posaeasing  0,  is  60  crowns 
richer  than  Ijefore 

The  same  result  may  he  obtained  in  a  quicker  way  :  snppose 
that,  instead  of  the  double  operation  of  the  Creditor  first  giving 

the  Debtor  50  crowns,  and  then  I'ecei^'ing  them  back^  he  simply 
Releases  the  Debtor  from  Om  Debt.  Then  the  Debtor*a 
l*roperty  wonld  be  0,  and  he  would  still  be  50  crowns  richer  than 
he  Wiis  before 

Now,  if  Money  be  Positive  (+),  the  Gift  (-f )  of  Money  is 
4-  X  -K  :  and  if  tije  Debt  be  Negative  (— ),  the  Taking  away  or 
Release  ( — )  of  the  Debt  is  —  x  — :  which  shows  that 
+  X  -f=  —  X  —  in  Economics  ;  as  it  docs  in  every  other 
branch  of  science 

This  example  shows  that  the  Release  of  a  Debt  is  in  all 
oases  exactly  equivalent  to  a  Donation  or  Gift  of  Money: 
or  to  a  Payment  in  Money:  u  |»nnciplc  of  immense  ina- 
|M)rtance  in  commeive:  and  the  application  of  which  may  surprise 
the  student 

88.     Bo  the  Digest  says — 

**  Qui  Obligationc  liberatnr  Tidctar  cepiR^e  qntd  " 
'*  He  wfio  (s  Rekused  from  an  OblujaUon  ht»  gnimd  ** 
And  the  Biisilica^-**o  IktvBtpoifAtvo^  ̂ ^^xji^  ̂ oK€t  n  tVuf^^ivai* 
So  the  Digest—"  Per  ftccepti  quoque  lationem  ̂ gcns  Debitor 

Hiam  cam  pi?euniam  rjuil  liberatns  e^t,  ccpiiiwe  videtur*^ 
**Aninsohntt  Dcbhr  bcifuj  frred  btj  a  lldcu&e^  has  tjained  the 

fall  amount  of  wluit  /«?  i*  Rvh  turd  from  ** 
Bo  Pothicrsays— "A  Release  inn  Donation" 
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So  Ortnlan— »"  The  Release  from  a  Bebt  is  always  classed 

a3  a  Donation  In  Eomau  Law  '* 
80  Voa  Savigny — ^**A  Kiuiple  Oun tract;,  or  tho  Release  0/  a 

Debt,  may  be  the  subject  of  a  Donation  " 
**  The  increase  of  wealth  may  re^iult  from  a  Credit  given  to 

the  Debtor,  or  the  Release  of  a  Debt 

'*  Every  Release  of  a  Debt  enriches  the  Debtor,  The  amount 
of  the  Donation  is  always  ei|ual  to  that  of  tlie  Debt,  even  though 
the  Debtor  k  insolvent*  Although  tlie  llele^c  from  a  Debt 
destined  never  to  be  paid  seems  a  thiug  of  no  consequence,  the 
increase  of  Property  does  not  the  less  exist.  In  effect  nob  only 
does  Property  reprosout  a  quantity  always  iudeterniinate,  but  its 
total  Valuo  also  may  be  either  Posiiiva  or  Negative.  [Nega- 

tive Property  is  a  Negative  Rights  f>.,  a  Debt  or  Duty],  If, 
then.  Property  is  reduced  to  a  Negative  Value,  the  Diminution 
of  Minus  is  in  Law  a  change  identical  with  the  iucreiise  of  Plus 
for  a  Positive  Value 

*'  The  Release  of  a  Debt  always  constitutes  a  Gift  eqmil  to  the 
amount  of  the  Debt,  even  though  the  Debtor  is  insolvent" 

So  the  Release  of  a  Debt  to  a  Debtor  may  be  a  Legacy 

89.  This  vesting  of  the  Rujht  h  demand  and  the  Dufif  la 
patj  in  the  same  person  was  culled  Confnsio  in  Roman  Law 

How  Conftmo  extingoishes  a  Debt  has  given  rise  to  much 
subtle  speculation ;  and  for  centuries  puzzled  Jurists  and 
Divines :  for  tho  Divines  alleged  that  a  Right  once  created 
could  never  be  destroyed  :  and  the  Jurists  said  that,  the  Right 

bciug  traiisfen'ed  to  the  Debtw,  he  caunot  sue  himself;  and 
therefore  that  the  Debt  is  extinguished 

This  explanation,  however,  is  not  satisfactory,  because  in 

jBome  cases  a  man  can  sue  himself*  He  may  fulfil  two  charac- 
ters or  persons :  and  in  one  character  he  may  sue  himself  in 

another-  And,  moreover,  this  would  only  show  that  the  Right 
is  in  abeyance,  not  that  it  is  actually  oxtiuguishcd  ;  and  Jurista 
have  shown  that  iu  several  cuac3  the  Right  and  the  Duty  ha\^ 
separated,  althougli  they  have  vested  in  tho  same  j^erson,  Tim 
txinsiderutions,  however,  which  we  have  presented  will  give  a 
complete  solution  of  ttic  case 

V  2 
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ThB  Release  of  a  Debt  may  Extinguish  an  Obligation 
in  Two  ways 

90.  The  Release  of  a  Debt  may  be  considered  to  Extinguish 
an  Obligation  in  two  ways — 

First  Method, — As  the  Obligation  was  created  by  the  mu- 
tual consent  of  the  two  parties  :  so  it  may  be  cancelled  or 

annihilated  by  the  same  mutual  consent  which  called  it  into 
existence 

Now,  by  the  general  principles  of  the  Theory  of  Signs,  if  to 

Create  an  Obligation  be  denoted  by +  i       7^,!?/.  [  J  then  to 

Cancel,  Annihilate  or  Decreate   an  Obligation  may  be 

Let  us  now  observe  the  effect  of  the  Negixtive  Sign  on  each 
of  the  parties  to  the  Obligation 

The  Creditor's  Property  becomes  —  (  +  £100),  or  —  £100  : 
that  is,  he  has  lost  £100 

The  Debtor's  Property  becomes  —  (—  £100):  but  —  (—  £100) 
=  +  £100  :  that  is,  the  Debtor  has  gained  £100  :  exactly  as 
explained  above 

Which  shows  that  to  Cancel  a  Debt  is  exactly  equivalent 
to  making  a  Gift  of  Money 

Second  Method, — ^The  Creditor's  Right  of  action  being  a 
Chattel,  Goods,  or  a  Commodity,  may  be  the  subject  of  a  Dona- 

tion, or  Gift,  exactly  like  any  other  Chattel.  He  may  present  it 
as  a  Gift  to  any  one  he  pleases ;  and  to  the  Debtor  himself  as 

well  as  to  any  one  else.  Then  the  Debtor's  Property  will  be 
+  £100  —  £100 

These  two  Quantities  cancel  each  other  like  +  a  and  —  a  on 
the  same  side  of  an  equation.  They  vanish  together  :  the  Right 
is  not  in  abeyance  :  it  is  absolutely  extinguished.  The  +  £100 
ceases  to  exist  as  well  as  the  —  £100:  and  thus  the  Obligation 
is  absolutely  extinguished 

• 

When  -f  £100  Cancels  —  £100  :  and  tvJien  it  does  not 

81.    It  must  be  carefully  observed  that  +  £100  and  —  £100 
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in  the  same  person  do  not  always  cancel  eachotlier  in  Economical 
it  k  only  in  tlie  case  where  the  person  has  the  Eiffhi  (a  demand 
from  himself,  and  the  Duly  to  pay  to  himself,  that  the  two  Quan- 

tities vsnisli,  and  the  Ci>ntract  or  Obligation  is  extinguished. 

Becanse  a  persons  Property  may  be  repiXiJiieiited  by   -i-   £100 
—  £100:  and  there fun^  for  practical  [HUposes  he  equal  to  0  :  and 
yet  these  two  Qnantities  do  not  cancel  eacli  otlier 

8ap|KJ8e  that  a  i)erson  has  £100  in  Banker's  notes,  and  at 
the  sjime  time  owes  some  one  else  £100,  Then  hia  Propeity 
will  be  +  £100  ̂ £100,  and  in  fiub8tance  =  0:  but  in  this 
case  the  +  £100  and  the  — £100  do  not  cancel  eacli  other: 
and  the  £100  is  not  extinguished  as  an  Economic  Quantity: 
becanse  the  Debtor  may  leave  his  Debt  uniudd,  and  pay  away  the 
notes  in  commerce 

Suppose  that  two  bankers  each  hold  £100  of  the  other's 
Notes:  then  the  Property  of  cncli  banker  is  £100  —  £100,  and 
in  substance  equals  0.     But  in  this  case  the  +  £100  and  the 
—  £100  do  not  cancel  each  other  :  and  there  are  £200  of  Eco- 

nomic Quantities  in  existence  v  and  each  banker  may  pay  away 
tiic  notes  of  the  other 

If,  how^ever,  they  exchauge  Notes,  then  each  Ijankcr  has  tlic 
Right  to  dtmmid  £100  from  himself,  mid  the  Duty  to  pay  £100 
to  him!*clf  :  and  then  each  of  the  Obligations  is  Bimultaneotisly 
extingnislicd  :  becanse  each  has  performed  his  Duty  of  paying 
the  other  by  Rtdeasing  him  from  a  Debt 

The  reason  of  this  is  obvions  :  because  if  a  i)ei><on  possesses 
a  Right  of  action  against  A.,  that  is  no  fulfilment  of  his  Duty  ia 

pay  B. Hence,  it  is  only  when  the  Right  and  tlie  Dtity  emanate  from 
the  same  source,  nnd  nrc  again  reve^stcd  in  the  same  scarce  from 
wliieh  they  emanated,  that  they  are  caucelled,  and  the  Obligation 
citinguiihed 

On  Payment  in  Money 

92,  TI)e  preceding  considerations  will  explain  how  a  Pfiy- 
meat  in  Money  extinguishes  a  Debt :  which  few  iiersons  have 
i-Ter  thought  of 

Su|ipofie  tliat  a  person   posse.'sses   £100  in  money  and  owes 
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£30  :  then  his  Property  will  be  £100  —  £30  :  m.,  he  possesses 
£100,  but  coupled  with  the  Duty  to  pay  £30  at  some  given  time 

His  Creditor's  Right  to  demand  is  (+  £30) 
When  the  Debtor  pays  the  Debt  in  Money,  it  may  be  con- 

sidered to  take  effect  in  two  ways — 
1.  The  Debtor  gives  the  Creditor  £30  in  Money :  and  the 

Creditor  gives  him  in  exchange  for  it  the  Right  of  action.  The 
Debtor  now  possesses  the  Right  to  demand  £80  from  himself, 
and  the  Duty  to  pay  £30  to  himself :  thus  the  +  £80  and  the 

—  £30  cancel  each  other  :  the  Obligation  is  extinguished :  and 

the  Debtor's  Property  is  now  £70 
2.  The  (—  £30)  denotes  the  Debtor's  Duty  to  pay :  and 

when  he  has  paid,  the  Duty  is  performed  and  extinguished :  the 

Creditor's  Bight  to  receive  the  £30  is  also  satisfied  and  ex- 
tinguished :  and  thus  both  Quantities  are  extinguished,  and  the 

Obligation  is  extinguished 
The  transaction  is  therefore  seen  to  be  an  Exchange  or  Sale 
Thus  the  Obligation  or  Contract  was  originally  created  by 

the  Sale  or  Loan  of  the  Mutuum :  and  it  is  annihilated  by  the 
Sale  or  Exchange  called  Payment.      Hence  the  Obligation  is 
created  by  one  Exchange  and  is  annihilated  by  another 

On  Renewal  and  Transfer :  or  Novatio 

98.  The  term  Novatio  in  Roman  Law  meant  substituting  a 
new  Obligation  for  the  former  one  :  so  that  the  former  one  was 
extinguished.    It  was  also  called  Trans/usio  or  Translaiio 

But  this  took  place  in  two  ways — 
1,  When  the  Debtor  himself  gave  the  Creditor  a  new  Obli- 

gation, which  he  accepted  in  lieu  and  substitutiou  of  the  previous 
one,  which  was  thereby  extinguished.  The  new  Obligation  is 
the  Price  or  Payment  of  the  old  one.  This  is  called  by  us 
Renewal 

As,  for  example,  when  a  Banker  agrees  to  renew  a  Promissory 
Note  of  his  Customer :  the  new  Note  is  Payment  of,  and  ex- 

tinguishes, the  former  one 
Or  when  a  Creditor  has  a  Debt  owing  to  him  payable  on 

demand:   and  he  agrees  to  take  a  Promissory  Note  from  his 



ON   DEUvGAUO 

295 

Debtor  payable  io  three  months  :  the  Promissory  Note  is  Payment 
of,  and  extin^^uishes,  the  Doht  payiit)le  on  Domaud  :  and  ao  aew 
Debt  arises  until  the  time  comes  for  payment  of  the  Note 

2-  When  the  Debtor  tnmsforred  to  his  Creditor  an  Obli- 
gation, or  Debt,  due  to  him  from  some  one  else.  If  the  Creditor 

agreed  to  receive  this  new  Debt  in  payment  of  his  Debt,  he 
thereby  discharged  his  own  Debtor,  and  a^eed  to  receive  hia 

Debtor's  Debtor  as  his  new  Debtor,  But  lie  might  retain  hia 
original  Debtor  as  a  Surety  in  case  of  failure  of  Payment  by  the 
new  Debtor 

A  familiar  inatance  of  this  \b  where  a  Debtor  pays  his 
Creditor  in  Bank  Notes.  If  the  Creditor  accepts  these  Notes 
in  payment  of  his  Debt,  the  Debtor  is  discharged,  and  the 
Creditor  agrees  to  take  the  Banker  as  his  new  Debtor 

So  also  when  a  Debtor  gives  his  Creditor  a  Bill  of  Exchange 
on  another  person 

Or  if  the  Creditor  and  Debtor  are  both  customers  of  the 

same  bank,  the  Debtor  may  give  hia  Creditor  a  cheque  on  hia 
account:  the  Creditor  pays  in  the  cheque  to  his  own  account; 
and  the  banker  transfers  the  Credit  from  one  account  to  the 
other.  The  banker  h  now  freed  frum  hia  Debt  to  the  Transferor^ 
and  becomes  Debtor  to  the  Transferee 

84.  Wlion  the  new  Debtor  expressly  consented  to  the 
transfer  of  the  Debt  he  was  said  to  1x3  Delegatus :  and  the 
Transfer  of  the  Credit  waa  termed  Delegatio 

This  Novatio  or  Delegatio  was  equivalent  to  a  Payment  in money 

The  Digest  says — '*  Verbum  cxacto3  pecuniae  non  solum  ad 
Solutionem  referendum  est  sed  etiam  ad  Delegationein  *' 

So   the  Basilica — **  to    p'rjfAa    tw*'    diraiTTjOtVTiDV    xprifianay    oJ 

**  The  word  Pdt/ment  includes  not  onltj  Pat/meni  in  Moneys 

hut  also  the  Transfer  of  a  Credit  " 
So  the  Digest — *'  Solvit  et  qni  reum  Delegat  ** 
**  He  pays  who  Transfers  anotfwr  Debtor  '* 
^ — *«  Del^are  eat  vice  su^  alinm  reum  divre  Creditori,  yel 

cui  justterit*' 
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**  To  Dekgate  (s  to  give  anoih(r  Debtor  instead  of  om*8  mlf  to 
(he  Creditor  or  to  whoms&etfcr  /«?  pleases  *' 

III  modern  commerce  this  kiad  of  Novaiio  ia  al«o  cjlied  an 

•'Exchange"  wlieti  effected  bj  jiersons  liviDg  id  different  iilaces. 
A  person  living  io  one  place  Diaj  be  Creditor  to  one  person  and 
Debtor  to  another  person  in  some  other  place.  If  these  two 
debts  were  settled  in  iiionej,  they  would  evidently  require  two 
transraiBsions  at  some  exi)ense  and  trouble.  Tlie  mutter  may 
evidently  be  settled  by  the  Debtor  li\ing  in  one  place  griving 
his  Creditor  liviug  in  the  other  an  Order  on  his  Debtor  living 
in  tlie  same  place :  and  thus  both  Debts  will  be  discharged  by 

the  simple  exi>edient  of  one  jX'raon  paying  the  money  to  bis 
neighbour  in  the  same  \Am^,  It  is  just  like  a  person  flaying  a 
Debt  by  giving  his  Creditor  a  Cheque  on  his  banker.  The  mass 
of  rc€i[»rocaI  tranjjactions  of  this  nature  which  tiike  place  between 
different  countries  va  called  the  Foreign  Exchanges  :  a  subject 
we  Bhall  have  to  investigate  fully  in  a  future  chapter 

On  Set  Off :  or  Compensation 

95.  If  two  persona  arc  matually  indebted,  eaoh  may  claim 
tlmt  the  Delit  be  has  against  the  other  shall  be  taken  in  payment 
of  the  Debt  ho  owes 

If  the  mutual  Debts  are  equal,  each  is  Payment  in  full  of  the 
other  :  they  are  weighed  and  set  off  against  each  other*  Thifl 
is  called  Set  Off  or  Oompensation 

If  one  Debt  is  greater  than  the  other,  equal  amounts 
Compensate  each  other,  and  the  Balance  only  is  paid  in Money 

96.  Simple  as  this  prluciplc  seem!^,  it  took  a  Very  long  time 
both  in  Ronuin  and  English  Law  to  arrive  at  it 

In  early  Roman  Law  Compensation,  or  Set  Oil',  wiw  not 
allowed  il*  a  m liter  of  right.  Each  Creditor  had  a  right  of 
action  against  the  other 

Afterwardji,  in  the  time  of  Gaius^  Compensation  wa<i  not  held 
to  be  Payment ;  but  the  Pnetor,  or  Equity  Judge,  allowed  % 

tonnfer  debt  to  be  f^lendud  as  a  defence  to  an  action  of  L*cbt 
Marcus  Aurelius  allowed  it  ti»  a  u;utU:r  of  right 
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Binker»,  however,  were  always  oljligcd  to  allow  Bet  off  for 

counterclaims,  aud  sue  only  for  the  balance.  In  other  ciis^'S  the 
Jiuif'e  was  allowed  at  hia  own  discretion  to  allow  cross  claims 

I 

07.  The  principle  of  the  early  Commoa  Law  of  England 
was  exactly  the  8a me  as  the  eiirly  law  of  Kfjtnr.  If  two  pcrsuna 
were  mutually  iudebted,  each  must  briug  his  action  agaiuflt  the 
other.     Equity,  however,  always  allowed  Set  Off 

la  mnny  cases,  however,  the  want  of  such  a  le^al  priocipk 
led  to  great  injustice,  and  an  Act,  8tat,  4  Anne,  e.  17,  nl lowed  set 
ulT  in  cases  of  bankruptcy  :  and  this  was  extended  by  statutes 

2  Geo.  II.,  c,  22,  s,  12,  and  8  Geo.  IL,  c.  24,  s.  4.  Now*  by  the 
Sapreme  Court  of  Judicature  Act,  where  the  rules  of  Equity  ai-e 
adopted  in  full,  Cumpeusation  is  a  coniplete  answer  iu  M  cases  : 
heoce  if  two  persons  are  mutually  indebted,  each  Debt  is  Legal 
Tender,  or  Money,  for  the  Payment  of  the  other 

Both  Debts,  however,  must  have  actually  accrued  due  at  the 
time  of  Set  off  or  Coroixtnsation 

As,  for  instance,  if  a  banker  holds  the  acceptance  of  his 
cnst4»mer  nut  yet  due,  he  cannot  retjiiu  a  balance  on  his  current 
acc*»unt  to  meet  it 

8o  if  two  merchants  hold  each  other's  acceptaua^s,  one  of 
which  is  due  and  the  other  not  due,  they  cannot  be  set  off  against 
each  other 

98.     Tiie  following  are  examples  of  Set  off  or  Compensation 

1.  Suppose  two  bankers  issue  Notes,  and  each  has  got  pos- 

session of  an  equal  anaount  of  the  otlier's  Notes,  say  £100, 
Then  each  has  a  Mit/hi  of  action  (+  £100}  against  the  other; 
and  at  the  same  time  a  Duty  to  pay  ( —  £100)  liia  own  Notes 

While  the  Notes  of  each  are  iti  the  hands  of  other,  there 
are  of  course  £^00  of  Rights  of  action,  Credits,  or  Debts,  or 
Economic  Quantities  in  existence.  But  when  they  meet  to 
adjust  the  Payment,  eatih  tenders  to  the  other  the  Righta  of 
a'jtiun  he  hjis  a;^ainst  Inm  iu  piyment  of  the  Debt  due  from 
himself.  By  this  o|>eriitiun  eiich  iias  porfurrned  his  Duty,  aud 
paid  his  own  Debt  by  Iteleadiug  the  other  from  his  Debt.     Each 

mm 
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banker  has  now  tlie  Rhjhi  to  deniand  from  hiraself  and  the 

Duty  iojmy  liiniself,  Tlaia  both  Contracts  or  Obligationa  are  cx- 
tiuguiBhed ;   and  the  £200  ccuse  to  exist  as  Kcoaomio  Quantities 

2,  Suppose  a  banker  holds  a  merchant's  acceptance  for  £100, 
which  has  become  dae ;  and  suppose  the  merchant  holds  £100 

of  ihe  banker's  notes.  When  the  banker  demands  payment  of 
the  merchant's  acceptance,  the  merchant  tenders  hira  his  own 
notes  in  payment :  and,  as  before^  both  Obligations  are  extia* 

gaiehed 

S,  Suppose  two  merchants  have  issaed  acceptances  of  eqnal 
amounts,  due  the  same  day  :  and  that  the  acceptance  of  each 
merchant  comes  into  the  bands  of  the  other.  On  the  day  of 

payment,  each  tenders  to  the  other  his  own  aoceptance  in  pay- 
ment of  the  Debt  due  from  himself.  And  so  both  Obligationa 

are  extinguished.  We  shall  give  a  veiy  striking  iustanoe  of 
tliis  in  the  next  chapter 

4*  Suppose  a  banker  holds  the  acceptance,  or  disoonntfi  the 
note  of  a  customer.  On  the  day  the  bill  or  note  falls  due,  he 

simply  writes  olf  from  his  customer's  account  the  amount  of 
tfie  bill  Of  note  :  and  thus  the  mutual  Debta  are  extingaisbeU  as 
belbre 

Thus  we  see  what  a  prodigious  extension  of  Credit  and  Com* 
meroe  is  effected  by  the  system  of  Payment  without  the  nee  of 
Money  :  in  fact,  Money  is  never  used  now  in  commerce  except  to 
pay  the  balances  which  arise  from  the  unequal  exchanges  of  Debta 

We  have  now  developed  the  com)>lete  Theory  of  Credit :  and 
explained  the  great  Juridical  and  Mathematical  principles  it  is 
based  upon.  It  is  shown  that  the  principles  of  commerce  are 
capable  of  the  strictest  scientific  demonstration  :  an  example  of 

Voltaire*s  aphorism  that  **  All  Nature  is  nothing  but  Mathematics^* 
In  the  next  two  chapters  we  shall  show  how  the  great  scienti&e 

principles  of  Credit  are  eateinplifieil  in  the  mechanism  of  Comuuttot 
and  the  great  busine^  of  Banking 
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Oil  the  Quantity  of  Credit   compared  h  the  Quantity 

of  Money 

98.  Credit  then  being  distinctly  shown  to  lie  a  Diasa  of 
indepeiident  exchangeable  Property,  it  is  of  con i^idc ruble  interest 
to  discover  the  Ratio  which  Credit  and  Money  bear  to  each 
other  in  modern  commerce.  The  diflicdties  which  prevent 
private  inquiries  from  arriving  at  any  reliable  rpsolt  are  very 
great :  and  Uie  opportanities  which  are  presented  by  Parlia- 

mentary inquiries  into  Commercial  Crises  are  very  rarely  made 
use  of  for  any  but  their  immediate  purpose.  In  the  Report, 
however,  of  the  Committee  of  the  House  of  Coniraona  on  the 
crisis  of  1857,  there  is  given  an  interesting  statement  by  Mr. 
Blater.  Having  analysed  the  operations  of  his  house  for  1856>  he 
gave  in  the  following  table  as  showing  the  proportion  in  which 
each  milHon  of  payments  and  receipts  were  made  in  Money 
and  various  forms  of  Credit 

BlCBI?TB 

In  Ennkera'  drafts,  and  Mercantile  Bills  payable  after         £  £ 
dale   533,596 

Cheques  payable  on  demand   957,715 

airy  Bankers'  Notes   9,627      900,938 

Dk  of  England  Notes   68,554 
Gold   aa.o6a 
Stiver  and  Copper     ,   «        .        1^486 
PuBt  Omoe  OiilcrB   983       99,0<j2 

£1,000,000 

Patmbitts 
£  £ 

By  BillB  of  KxHinns©        .......    30^,674 
Ghequefl  on  London  Bankers   663,672     966.ai6 

Bank  of  England  Notes   22  J43 
Uold  ...........        9,427 
Silvurand  Copper          1,484   —     33,054 

£1.000.000 
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Here  it  is  sliown  that  in  this  great  house,  which  may  bo 
njasonably  supposed  to  represent  oomiiierce  in  general,  GoJd 
did  not  enter  into  their  operations  to  even  bo  much  as  2  per 
cent.  And  this  may  furnish  a  clue  by  which  we  may  obtain  a 
rough  estimate  of  the  amount  of  Credit.  It  is  usually  estimated 
that  the  Gold  in  the  country  is  somewhat  about  £120.000,000; 
and  if  there  is  50  times  as  much  Credit  in  the  country  as  the 
above  figures  would  seem  to  indicate,  it  would  apjjear  that  there 
must  be  somewhat  about  £0,000,000,000  in  Credit  in  the  country 

This  of  course  is  only  a  rough  approximate  estimate?,  but  it 
\»  sufficient  to  show  the  cnorraous  magnitude  of  tliis  species  of 
Property^  and  its  supreme  inifiortance  iu  modern  times.  Thi« 
Credit  produces  exactly  the  same  effects,  and  affects  Pricseu 
exactly  as  so  much  Gold  ;  and  it  is  through  the  exoeasire 

cti'ation  of  tliis  kind  of  Property  that  all  Commercial  Crises  are 
browght  about 

Moreover,  when  we  gn^sp  the  conception,  that  all  the  mass 
of  Credit  is  so  much  exchangeable  Property  which  can  be  bought 
and  sold  like  any  material  chattels,  it  compls  a  tliorough  re- 

investigation of  all  the  Fundamental  Couoeptions  of  Keononjicij : 
and  shows  how  erroneous  the  doctrine  is  that  Labour  and 

Materiality^  arc  necessary  to  Value 

Tteo  BrancJm  of  the  St/stem  qf  Credit 

100.  Having  now  developed  the  complete  Theory  of  Credit, 

lliat  Uj  explained  how  Credits,  or  Debts,  are  creat^*d,  exchatigwU 
or  sold,  and  extin^Miished,  wc  shall  in  the  two  following  chaptens 
exhibit  the  actual  mechanism  of  the  great  System  of  Credit 

The  system  of  Credit  is  divided  into  two  great  branches^ 
Commercial  Credit  and  Banking  Credit,  In  t^ie  first,  merchants 
bny  ConimodJLies  by  means  of  Credit  or  Ik'bts  payable  at  a 
certain  time  after  date  ;  and  these  Debts  may  circulate  in  com* 
merce  and  effect  exchanges  ejcaclly  like  Money,  until  they  are 
paid  off  and  extinguished.  And  Commercial  Debts  ans  always 

extingnisluHl  when  jjiey  l^^come  dne 
The  second  branch  is  whei*e  bankers  buy  these  Commemal 

Debts  by  cn».ating  Credits,  or  Debts  of  their  own,  payable  on 
demand.    Banking  Credits  are  ereateil  fmyable  on  dcmaud|  and 
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must  be  paid  if  demanded.  Bat  they  are  not  intended  to  be 
paid  and  extinguished.  On  the  contrary,  they  are  created  with 
the  hope  and  expectation  that  they  will  not  be  demanded  and 
extinguished :  but  continue  in  existence  and  do  duty  as  Money. 
There  is  no  necessity  that  Banking  Credit  should  ever  be 
extinguished.  It  may  be  transferred  from  one  account  to 
another  in  the  same  bank,  and  from  one  bank  to  another  to  the 
end  of  time.  It  is  quite  possible  that  much  of  the  Banking 
Credit  which  exists  at  the  present  day  may  have  been  originally 
created  by  the  very  first  banks  founded  in  this  country:  and 
there  is  no  necessary  reason  ^hj  it  should  not  continue  to  the 
end  of  tune.  Money  is  a  very  expensive  machine  to  purchase 
and  keep  up :  but  Banking  Credits  cost  nothing  to  create,  and 
they  may  endure  for  ever 

These  two  departments  of  Credit  are  perfectly  distinct,  are 
governed  by  different  principles,  and  are  in  some  respects 
antagonistic  to  each  other.  The  same  person  should  never  carry 
on  both  :  that  is,  great  bankers  should  not  be  merchants,  and 
great  merchants  should  not  be  bsinkers  :  for  the  duty  cf  a  banker 

is  often  contrary  to  the  interest  of  a  mcrc'utiut 
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CHAPTER  V 

ON  COMMERCIAL  CREDIT 

1.  Having  in  the  preceding  chapter  investigated  the  Juri- 
dical Theory  of  the  Creation,  Transfer,  and  Extinction  of  Uie 

Merchandise,  or  Economic  Quantities,  termed  Credit  or  Debts, 
we  have  now  to  exhibit  its  practical  application  in  Commerce 
in  the  two  following  chapters.  In  this  chapter  we  shall  explain 
the  mechanism  of  Commercial  Credit ;  1.0.,  when  Credit  is  oaed 
to  transfer  commodities  or  to  produce  them 

On  the  System  of  Credit  based  upon  simuUaneaus  Transfers 

0/  Commodities 

2.  Goods  or  commodities  in  the  ordinary  course  of  business 

pass  through  the  following  hands— 
1.  The  grower  or  foreign  importer 
2.  The  manufacturer 
3.  The  wholesale  dealer 
4.  The  retail  dealer 
5.  The  customer  or  consumer 
To  the  first  four  of  these  persons  the  Goods  are  Capital : 

because  they  grow  or  obtain  them,  manufacture  or  deal  in  them, 
for  the  sake  of  profit :  the  fifth  buys  them  for  the  sake  of  use 
and  enjoyment.  The  price  the  ultimate  consumer  pays  for  them 
must  evidently  be  sufficient  to  reimburse  the  original  expenses 

of  production 
Now,  leaving  out  of  consideration  for  the  present  how  the 

importer  of  the  goods  obtained  them,  which  concerns  the  foreign 
trade  of  the  country,  which  we  do  not  touch  upon  here— if  he 
sells  the  goods  for  ready  money  to  the  wholesale  Dealer,  he  can 
of  course  immediately  import  or  produce  a  further  supply  of 
goods  in  the  room  of  those  he  has  disposed  of.     In  a  similar 
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way»  the  wholesale  dealer  sells  to  the  retail  dealer,  and  if  he 
were  paid  ia  ready  moaey  he  might  iminediatelj  effect  further 
purchases  from  the  merchant,  to  supply  the  place  of  the  goods 
he  had  sold.  So,  also,  if  the  retail  dealer  were  always  paid  in 
ready  moaey  by  his  customer,  he  misfht  replace  the  purt  of  his 
stock  that  was  sold;  and  so,  if  everybody  had  always  ready 
money  at  command,  the  stniam  of  Circulation  or  Production 
might  go  on  uninterruptedly,  as  fast  as  Consumption  or  Demand 
might  allow 

This,  however,  is  not  the  cnse.  Few  or  no  persons  have 

always  i-eady  money  at  command  for  what  they  require.  Very 
few  traders  can  commence  wit!i  enough  ready  Tnoncy  to  pay  for 

all  their  purchases  ;  and  if  the  stream  of  Ciroulntion,  or  Pro- 
duction, were  to  stop  until  the  Coniiumerg  had  paid  for  the  goods 

in  money,  it  would  be  vastly  diminished 
Now,  if  the  wholesiile  dealer  sees  that  there  is  a  certain  de- 

maud  for  g€K)da,  if  he  has  no  money,  and  the  merchant  wil!  not 
sell  the  goods  to  him  except  for  ready  money,  ho  C4iunot  purchase 

them — there  will  be  no  Circulation,  and  no  Profits.  But  suppose 
that  the  merchant  has  confidence  in  the  wholesale  dealer's 
ohaincter  and  integrity,  he  sella  the  goods  to  tlie  wholesale  dealer 
on  Credit ;  that  is,  he  sella  him  the  goods,  and  instead  of  actual 
money  he  takes  his  Promise  to  pay  three  months  after  date. 
That  is,  he  sells  the  goods  in  exchange  for  a  Credit  or  a  Debt, 
instead  of  for  money.  Now  this  case  is  a  sale  exactly  as  if  the 
goods  were  sold  for  Money.  The  merchant  c«des  the  property  in 
the  goods  to  the  wholesale  dealer  exactly  the  same  in  the  one  ease 
as  in  the  other.  Hence  we  see  that  Credit  has  caused  exactly  the 
same  Cimuhition  or  Production  as  Money  does.  This  Debt  bo 
created  may  be  recorded  in  two  wnys,  (1)  Either  as  a  simple 

entry,  or  Book  Debt  in  the  merchant's  books.  (2)  It  may  be 
recorded  in  a  Bill  of  Exchange.  But  it  is  quite  clear  that  the 
Property  is  absolutely  the  same  in  whichever  form  it  is ;  though 
one  form  may  have  more  conveniences  than  the  other 

In  a  similar  manner,  the  wholesale  dealer  may  sell  the  goods 
on  Credit  to  thi;  retail  dealer,  and  the  Debts  may  also  be 
leoorded  in  two  ditlereut  ways,  either  as  Book  DcbLs  or  as  Bills 
of  Exchange.  As  in  the  former  cases,  the  siime  Cimulation  or 
Production  has  been  caused  by  Credit  m  by  Jloney 
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Lastly,  the  retftil  dealer  may  sell  the  goods  on  Credit  to  tijo 

Coiifiumer,  or  Customer:  aiid  tins  debt  may  also  be  recurdc<l 

in  two  forms,  either  as  a  Book  Debt^  or  as  a  Bill  of  Exchaugo. 
In  this  case  the  Debt  most  usaally  rests  as  a  simple  Book  Debt; 
it  is  very  seldom  m  the  form  of  a  TJill  of  Exchange,  But  in  thia 

case,  OS  in  tlie  preceding  one,  Credit  has  lisui  precisely  the  mme 
effect  as  Money  in  circulating  goods.  Hence  we  see  that  Credit 

has  had  precisely  the  same  effect  as  Money  in  Circulating  the 
goods  from  the  merchatit  to  the  Customer 

Moreover!  at  each  transfer  of  the  goods  from  ono  holder  to 

another,  it  has  been  necessary  to  create  a  fresh  Debt ;  thereby 

exemplifying  the  distinction  we  have  already  pointed  out  betiviK*n 
Credit  and  Bills  of  Lading  ;  tecanse  if  the  good^  had  passed 
tl^rough  BO  many  transfers,  the  same  Bill  of  Lading  would  always 
have  accompanied  them 

Now,  the  Debt  for  whieh  the  Merchant  sold  the  goods  to  the 

wholesale  dealer,  is  no  doubt  valuable  Property  to  hiin^  because 
he  knows  it  will  be  paid  in  time.  Similarly*  the  Debts  for  which 

the  other  parties  sold  the  goods  are  also  valuable  Property  to 
them.  Credit,  even  so  far  as  this,  would  be  of  great  assistance  to 

Production  ;  and  tlie  vast  amount  of  it  generated  in  tliia  way 
would  be  valuable  Property  to  its  Owners.  But  in  this  state  it 

would  be  of  no  further  use  to  its  owners.  It  might,  therefore,  be 

aptly  compared  to  so  much  dead  stock 

3,  It  appears  from  Sir  Francis  Child,  that  before  the  inati- 
tntion  of  Banks  in  this  country  oominercial  bills  were  not  tmus- 
ferable  ;  as  it  was  supposed  that  it  was  contrary  to  the  Commou 
Law,  He  was  very  desirous  of  introducing  the  Dutch  custom, 

when  every  person  who  bought  goods  on  Ci-edit  waa  obliged  to 
give  a  Note  of  hand,  which  the  seller  of  the  goods  could  put  into 
circuhition  like  so  much  money,  and  make  use  of  in  further 

purchases The  next  step,  therefore,  is  to  make  this  dead  stock  iiegoti* 
able  or  excluingeabic  s  m.*  to  make  the  Debts  themselvea  eale* 
able  oominodities ;  to  sell  them  either  for  ready  money,  or  for 

other  DebU  for  moi-e  convenient  arnonntSi  and  immediately  ex* 
clmngcablc  fur  money  on  Demaiul,  and  tiierefoit!  ef]uivaloat  ici money 
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There  are  two  classes  of  traders  whose  especial  buBiness  is  to 

buy  these  commercial  Debts,  and  so  to  give  activity  aud  circula- 
tion to  this  enormous  mass  of  valualile  Property^  and  convert  it 

from  dead  stock  into  further  Productive  Power 

The  first  class  of  these  traders  are  called  Bill  DiscounterB ; 
M.,  buyers  of  Debts;  they  buy  these  debU  with  money.  The 
second  class  are  called  Bankers ;  they  buy  these  commorcial 
Debts  by  creating  other  Debts  payable  on  demand 

The  general  practice  of  selling  these  Commercial  Debts  seems 
to  have  arisen  when  the  London  goldsmiths  began  the  trade  of 
banMng.  Having  large  soms  deposited  with  them,  for  which 
they  agreed  to  pay  interest,  they  were  obUged  to  trade  with  them 
to  obtain  the  profit  out  of  which  they  had  to  pay  the  interest 

The  merchant  having  drawn  a  Bill  on  the  wholesale  dealer, 
sells  it  to  the  banker,  and  receives  in  exchange  for  it  a  Credit 

termed  a  Deposit,  payable  on  demand,  which  has  all  the  ad- 
vantages of  ready  money.  Thus^  the  banker  buys  one  Debt, 

which  is  a  valuable  Property,  by  ci*eating  another  Debt,  which 
is  also  valuable  Property  ;  and  it  must  be  carefally  observed  that 
these  two  operations  are  not  a  canoelmcnt  of  Debts^  as  many  sup- 

pose, but  an  Exchange  of  valuable  Proi>ertiea 

In  a  similar  way  the  other  parties,  manufacturers  and  whole- 
sale dealei^,  have  Debts  which  they  also  sell  to  their  bankers  for 

Credit,  or  Deposits,  payable  on  demand,  and  thus  the  whole  maas 
of  commercial  Debts  is  converted  into  Productive  Capital.  The 
different  parties  have  now  the  full  command  of  ready  money  for 

any  purposes  they  require  ;  and  can  continue  the  stream  of  pro- 
duction without  interruption  ;  and  as  their  bills  fall  due  they 

have  only  to  give  an  order  on  their  banker 

Credit  used  by  Foreign  MerehanU 

4,  The  supposed  non-alienability  of  Dubts  in  English  Common 
Law  impeded  the  circulation  of  Bills  in  this  country  for  a  long 
lime ;  bat  there  was  no  such  restraint  on  the  Continent^  where 

Debts  were  as  saleable  as  any  other  pi-operty 
This  was  strikingly  exhibited  ou  the  Continent  before  Banka 

undertook  the  discounting  of  Mercantile  Bills  ;  and  the  power  of 
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Credit,  or  Parchaeing  Power,  independent  of,  and  over  and  above 
money,  waa  strikmglj  exemplified 

At  several  great  centres  of  Coraraerce,  Antwerp,  Lyons^ 
BmBsels,  and  many  others,  there  were  held  great  fairs  at  CiTtain 
periods*  The  Continental  merchants,  iuntead  of  making  their 
bills  payable  at  their  own  houBea,  where  they  must  have  kept  caah 
to  meet  thecQi  made  them  payable  only  at  these  fairs.  In  the 
meantime  their  bills  circulated  throughout  the  country  like  moaey^ 
and  got  covered  with  indorsements.  On  a  certain  day  of  the  fair 
the  merchantd  met  and  adjusted  their  mutual  chvims,  and  if  their 
dainiB  were  equal,  they  were  of  course  balanced  and  paid  by  being 
exchanged  against  one  another,  by  the  principle  of  CompensaHon, 
By  this  means  an  enormous  Commerce  was  carried  on  without 
any  specie.  Boisguillebert,  one  of  the  morning  stars  of  modem 
Economic  Science^  says  that  at  the  fair  of  Lyons,  trunsactionB  to 
the  amount  of  BOjOOO^OCH)  were  settled  without  the  ose  of  a  single 
ooia 

Exaggerated  Ideas  of  the  Security  of  Real  J5i7Jj 

6.  The  above  aie  the  fewest  number  of  hands  that  goods  in 
the  ordinary  course  of  business  pass  through,  and  it  is  clear  tlmt 
on  their  passage  from  the  manufacturer  or  importer  to  the 
customer,  tliey  will  give  rise  to  at  least  two  bills,  if  not  to  thi^. 
They  are  all  regular  business  bills ;  they  ciriginate  from  roal 
transactions;  they  are  what  are  called  Heal  or  Value  Bilks 
and  they  are  what  arise  out  of  the  regidar  and  logitimate  coniBe  of 
business,  and  they  arc  the  great  staple  of  what  bankers  purchase. 
It  is  a  very  prevalent  opinion  even  among  men  of  business  that 
Beal  bills  are  essentially  safe,  becauso  they  are  based  npon  real 
transactions^  and  alwap  repremti  property.  But  the  foregoing 
considerations  will  dispel  much  of  the  security  supposed  to  ix^ide 
in  real  bills  on  that  aoconnt ;  because  we  have  seen  that  in  the 

most  legitimate  course  of  business,  there  will  genemlly  U  two 
bills  afloat  originating  out  of  the  transfens  of  ntiy  given  goods,  m 
that  in  the  ordinary  way  there  wUl  be  at  least  twice  aa  many  hfllg 
afloat  as  there  are  goods  to  which  they  refer 

The  above  operations  are  only  what  arise  in  the  ordinary 
course  of  bnsiuesB  \  aometimcs,  however,  goods  may  change  handli 
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mTich  more  f reqnentlj,  and  at  every  transfer  a  bill  may  be  ereatei 
In  times  of  Bpeculation  transfers  are  often  mnch  more  nnmeroua, 
and  all  the  bills  created  on  these  traDsfers  are  technically  Ilf^al 
Bills,  bat  it  is  evidently  a  delusion  to  suppose  that  there  is  any 
security  in  them  on  that  account.  The  whole  misconception  arises 

from  an  error  in  the  me^niag  of  the  word  ̂ * represiuL'*  A  Bill  of 
Lading  does,  as  we  have  srdd  above,  represent  goods  ;  and  who- 

ever has  the  Bill  of  Lading  has  the  Property  in  some  specified 
goods.  But  a  Bill  of  Exchange  does  not  represent  any  goods 
at  all.  It  represents  nothing  but  Debt ;  not  even  any  si^ecilied 
money.  It  is  created  as  a  substitute  for  money  to  transfer  goods, 
but  it  does  not  represent  the  goods  any  more  than  Money 
fepreaenta  goods.  This  was  long  ago  pointed  out  by  Tliornton  in 

his  Essaf/  on  Paper  CrediL  **  In  order  to  justify  the  sopposition 
that  a  real  biU,  as  it  is  called,  represents  actual  property,  there 
ought  to  be  some  power  in  the  bill  holder  to  preveut  the  property 
which  the  bill  represents  from  being  turned  to  other  purposes 
than  that  of  paying  the  bill  in  question.  No  such  power  exists  ; 
neither  the  man  who  holds  the  bill  nor  the  man  who  discounts  it 

has  any  property  in  the  specific  goods  for  which  it  was  given." 
ThiB  is  perfectly  manifest ;  it  is  contrary  both  to  the  law  and 
nature  of  Bills  that  they  should  be  tied  down  to  any  Bpecific  goods. 
The  real  security  of  the  Bill  consists  in  the  general  ability  of  the 
parties  to  meet  their  engagements,  and  not  in  any  specific  goods  it 
ifi  supposed  to  represent 

On  Accommodation  BiUs 

6,  In  the  case  we  examined  of  a  bank  buying  the  bill  of  A. 
upon  B.,  the  transaction  was  already  effected  upon  which  it  was 
founded.  A.  had  sold  the  goods  to  B.  for  which  he  was  entitled  to 
be  paid  on  a  future  day,  before  he  drew  the  bill  on  him  ;  and 
originally  all  Bills  of  Exchange  represented  previously  existing 

Debts,  and  they  bore  on  their  face  the  words  **  for  value  received" 
to  testify  the  fact.  Consequently,  when  A.  discouatB  the  bil?, 
founded  upon  that  transaction  with  the  bank,  it  must  be  carefully 
ohwerved  that  ho  is  simply  selling  a  Debt  which  is  his  existing 
property.  And  so  long  as  Bills  of  Exchange  are  restricted  to 
^presenting  j/a«i^  transactionsy  their  negotiatioa  ia  not  borrowing X  2 
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money  as  is  commonl;  understood.  Bat  tbe  sharpness  of  traders 
disco?ered  that  they  might  be  applied  to  futun  transactionB* 

In  the  case  of  a  past  transaction,  A.  simply  sells  his  debt  to 
the  bank  and  obtaiujs  the  money  to  which  he  is  entitled,  and  B* 
pays  to  the  bank  the  money  he  would  have  otherwise  paid  to  A, 
at  the  e^cpiratioQ  of  the  Credit.  But  B.  may  lend  his  name  to  A, 
without  any  real  transaction  having  taken  place  between  them. 
Then,  if  B.  accepts  a  bill  to  A.,  A.  may  discount  that  bill  with  the 
bank,  and  with  the  proceeds  he  may  purchase  goods,  sell  them  to 
0.  and  take  C/s  bill  in  payment  of  them,  which  would  then  be  a 
real  transaction.  Now,  this  not  beiag  based  on  any  previous 
transaction,  is  in  itself  a  completely  now  transaction,  and  such  a 
Bill  is  called  an  Accommodation  Bill 

The  practical  effect  of  this  transaction  is  that  B.  stands  security 
to  the  Bank  for  the  money  advanced  to  A.;  and  there  is  nothing 
in  the  nature  of  such  a  transaction  worse  than  for  one  man  to 

stand  security  for  another  in  any  commercial  trauBaction,  A  great 
deal  has  been  said  and  written  about  the  difference  between  Real 
and  Accommodation  Bills  ;  and  while  no  terms  of  admiratton  are 

too  strong  for  the  fii-st,  no  terms  of  vituperation  are  too  severe  for 
the  latter.  Thus  Mr.  Bell  says — **The  difference  between  a 
genuine  commercial  bill  and  an  accommodation  bill  is  somethinfic 
simitar  to  the  differenoc  between  a  genuiue  coin  and  a  counterfeit 

one:"  as  if  the  fact  of  negotiating  an  Accommodation  Bill  were  in 
itself  one  of  moral  turpitude.  It  is  also  generally  assumed  that 
Ileal  Bills  possess  some  Eort  of  additional  security  because  it  is 
supposed  that  there  is  pmperty  to  represent  them.  We  ha\ie 
already  pointed  out  the  error  of  this  idea.  In  fact,  both  Real  and 
Accommodation  Bills  hiive  exactly  the  same  degree  of  security — 
they  constitute  a  general  charge  upon  the  whole  estate  of  tbe 
obligants  upon  them^  The  objection  to  Accommodation  Biils, 
therefore,  on  this  ground  is  futile 

The  essential  distinction  between  Real  and  Acoommodatioii 

Bills,  ia  that  one  represents  fosf,  and  iha  other fuinrc  transaetiomu 
In  a  Real  Bill  goods  hav^  b^en  purchased  which  are  to  meet  tbe 
bill :  in  an  Accommodation  Bill  goods  are  to  be  purchased  which 
are  to  meet  the  bill.  But  this  is  no  grouiui  for  prcfcit^nco  of  one 
over  the  other*  A  truusaction  which  has  b^en  ihm  may  be  just 
m  wild,  foolisli,  and  absurd   as  uuc  that  has  h  h  doQe«     TImi 
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otoTition  of  engaging  in  any  racrcantilc  transaction  is  that  the 
result  should  repay  the  outlay  with  profit.  There  is  no  other  teat 
of  its  propriety  but  this  in  a  mercantile  sense 

The  common  ohjectioas  against  Accommodation  Bills  are 
fatile  and  wide  of  the  mark.  Whether  a  Bill  be  a  good  and  a 
safe  one,  has  no  reference  to  whether  it  represents  a  Pad  or  a 
Future  transaction,  but  whether  it  be  a  safe  and  jndicious  one 
in  itself,  and  the  parties  to  it  resj^^table  and  of  sufficient  means 
to  meet  their  liabilities 

The  true  objections  to  Accommodation  Paper  are  of  a  different 
nature.  As  Real  Bills  only  arise  out  of  the  transfers  of  property, 
the  number  of  them  must  be  limited  in  the  very  nature  of  things. 
However  bad  and  worthless  they  may  be  individually,  they  cannot 
be  multiplied  beyond  a  certain  extent.  There  is  therefore  a  limit 
to  the  calamities  they  cause.  But  Accommodation  Bills  are  means 
devised  to  extract  funds  from  bankers  to  speculate  with;  and 
consequently  these  speculations  may  be  continued  as  long  as  these 
funds  can  be  extracted 

This  system  of  Accommodation  Paper  of  different  descriptions 
is  one  of  immense  importance  in  modern  commerce,  and  hau 
produced  great  calamities,  which  are  so  intimately  interwoven 
with  banking,  that  we  shall  defer  farther  consideration  of  it  till 
the  next  chapter,  whicli  treats  of  the  operations  of  Banking 

DUtinclion  hdwmi  Bills  of  Excfmnge  mid  Bills  of  Lading 

7,  The  distinction  between  Bills  of  Exchangee  which  are 
Credit*  and  BilL^  of  Lading  which  are  Documents  of  Title, 
is  of  so  subtle  a  nature^  and  of  sacli  momentous  consequence,  that 
it  will  be  well  to  ilhistrate  it  further.  It  has  been  seen  that  any 
nmonnt  of  Property  may,  by  repeated  transfers,  give  rise  to  any 
number  of  Bilh*  of  Exchange,  which  are  all  bond  fid^  \  just  for 
the  same  reason  that  every  transfer  would  require  a  quantity  of 
Money  equal  to  the  Property  to  transfer  it.  Even  supposing 
that  the  price  remained  the  same  at  each  transfer,  it  would 
require  20  times  £20  to  circulate  goods  to  the  value  of  £20 
twenty  times.  Bat  also  £20  by  twenty  transfers  may  circulate 
goods  to  the  value  of  twenty  times  £50,  Bo  a  Dill  of  Exchange 

may  represent  the  traosfeis  of  many  times  the  value  of  gooda  ex- 
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pressed  on  its  face.  Tliis  is  the  c^se  whenever  a  Bfll  h  inclorsed 
or  passed  away  for  vahie  :  and  the  Bill  represents  a«  many 
additional  values  expressed  on  the  face  of  it  as  there  are  indorsc- 
meutB 

Thus,  suppose  a  real  transaction  between  A.  and  B, :  A  draws 
upon  B. :  tliat  repreijents  om  transaction,  or  transfer  of  goods. 
A.  then  boys  soraethiog  from  0, :  and  in  payment  of  these  goods 
0,  might  draw  upon  A. :  in  a  similar  way  as  A*  drew  npon  B. 
But  instead  of  this  A.  may  pay  for  the  goods  booght  from  C  by 

selling  to  him  the  Bill  he  drew  tipon  B, :  at  the  same  time  in- 
dorsing it.  The  Bill  has  now  effected  two  transfers  of  goods. 

In  a  similar  way  C,  may  buy  goods  from  D,,  and  pay  for  them  by 
indorsing  over  the  Bill  he  received  from  A.  The  liill  has  then 
two  ludorsementB  and  represents  ihre^  transfers  of  goods.  In  a 
similar  way  it  may  pass  througb  any  number  of  hands  and  effect 
any  number  of  exchanges.  When  0»  indorsed  over  the  bill  to  D., 
he  merely  Bold  him  the  Debt  which  A.  had  previously  sold  to  hiou 
Now  that  mtiy  be  d<me  either  by  drawing  a  fresli  bill  on  B., 
cancelling  the  first,  or  simply  indorsing  over  the  bill  he  received 
from  A.  Hence  every  indorsement  is  equivalent  to  a  freah 

di*awing.  But  if  he  draws  a  fresh  bill  on  B.,  it  will  repreeeat 
nothing  but  B.'s  debt  to  lifm  :  whereas  if  he  indorses  over  the 
bill  he  received  from  A.»  it  will  represent  B.'s  debt  to  A.;  A.'s  debt 
to  C;  and  C.^s  debt  to  D,;  and  consequently  it  will  be  mnch  more 
denirable  for  D,  tt>  receive  a  bill  which  represents  the  snra  of  so 
mauy  previous  trausaetions,  and  for  the  payment  of  which  so 
many  parties  arc  bound  to  the  whole  extent  of  their  estates. 
About  sixty  years  ago  the  Circulating  Medium  of  Lancafihins 
consisted  almost  exclosively  of  Bills  of  Exchange,  which  had 
sometimes  as  many  as  150  indorsement  on  them  before  they  came 
to  maturity 

This  also  shows  that  no  true  estimate  of  the  effect  of  bills  in 

circulation  can  be  formed  from  the  returns  to  the  Btamp  Ofllce, 
as  has  sometimes  been  attempted  to  be  done^  as  every  indorse- 

ment is  in  effect  a  new  bill.  So  that  the  useful  effect  of  a  bill 

is  indicated  by  the  number  of  indorsements  on  it,  nupposing  that 
every  transfer  iii  accompanied  by  an  indorbcment,  which  ia  VM 
always  the  case 

Bnt  indorsements  on  a  Bill  of  Lading  have  a  diSoreni  00010* 
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ing  :  because  a  Bill  of  Lading  is  bound  down  to  the  goods,  and 
accompanies  them  however  many  the  transfers  may  be.  Henoe 
ten  indorsements  on  a  Bill  of  Lading  denote  that  the  mme  goods 
have  been  transferred  ien  times :  ten  indorsements  on  a  Bill  of 

Exchange  denote  that  eleven  times  the  amonnt  of  goods  have 
been  transferred  once 

On  Ci'udit  creakd  for  ihopurjwse  of  hdng  applied  to  ihB 
Formation  of  New  Products 

8.  The  operations  of  Credit  we  have  considered  were  for  the 
purpose  of  transferring  commodities,  either  which  had  been 
purchased,  or  which  were  to  be  purchased  :  but  which  might  be 
supposed  to  be  already  in  existence 

But  since  Ci*edit  is,  aa  we  have  seen,  Exchangeable  Property, 
and  a  substitute  for  Money,  it  is  clear  that  it  may  be  applied 
equally  as  well  as  Money,  to  bring  ijew  products  iuto  existence* 
The  limits  of  Credit  in  this  case  aitj  exactly  the  same  as  in  the 

former  case— namely,  the  power  of  the  proceeds  of  the  work  to 
redeem  the  Credit 

As  an  example  of  such  a  creation  or  formation  of  a  product, 

we  may  take  such  a  case  aa  this — 
Suppose  that  the  Corporation  of  a  town  wishes  to  boild  a 

Market  hall,  but  has  not  the  ready  cash  to  buy  the  materials, 

and  pay  the  builder*s  and  workmen's  wages.  It  may  Ije  a  matter 
of  certainty  that  if  the  Market  hall  were  once  built,  the  stalls 
in  it  would  be  taken  np,  and  the  rents  received  would  liquidate 
the  Debt  incurred  in  electing  it.  But  as  the  workmen  cannot 
wait  nntil  that  time,  but  require  immediate  cash  to  purchase 
neoeesaries,  it  is  clear  that  nnless  there  is  some  method  of  provid- 

ing ready  payment,  they  cannot  bo  employed.  In  such  a  caae 
the  Corporation  might  borrow  money  on  their  own  bonds,  repay- 

able at  a  fntnre  period*  These  bonds  would  be  the  creation  of 
Property.  They  are  the  Right  to  demand  a  future  payment : 
and  are  valuable  exchangeable  Property,  which  may  be  bought 
and  sold  like  anything  else 

Bnt  the  Corporation  need  not  borrow  money.  They  might 
create  their  own  Obligations,  payable  after  a  certain  time,  small 
enough  to  be   Feoeived  in  payment  of  wages^  and  be  readily 
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reoeired  hj  the  dealers  in  the  town,  and  perform  all  the  functioM 
of  a  Currency,  and  be  equivalent  to  Money.  They  would  bo 
equally  efficacious  b  producing  or  forming  tlie  Market  hall  as  so 
mnch  Money.  Aud  the  Market  hall  itself  woold  be  Capital, 
because  it  would  produce  a  profit.  As  the  BtaQs  were  let  and  the 
rents  received  fnr  them,  the  bonds  might  be  redeemed,  and  the 
Debt  cleared  off.  It  is  said  that  several  Market  halls  haye  been 

built  by  adopting  this  plan 
Credit,  in  fact,  being  Purchasing  Power,  may  be  used  to 

purchase  Labour  as  well  as  Commodities :  and  that  Labour  may 
be  employed  in  forming  or  producing  things  as  well  as  in 
mculadng  them 

In  the  next  chapter  we  shall  show  that  Companies  have  been 
formed  on  the  Coutineut  for  the  express  purpose  of  promoting 
Improvements  in  agriculture  on  this  principle,  aud  have  been  the 
main  cause  of  the  prosperity  of  these  countries 

But  where  institutions  are  very  solid  and  enjoy  high  Credit, 
they  may  issue  Notes  payable  on  demand  for  the  express  purpose 
of  such  operations.  The  immense  improvements  in  agricDiture 
and  all  public  works  in  Scotland  have  been  effected  by  the  Scotch 
Banka  issuing  £1  notes  :  and  such  is  their  solidity  that  thoir  j^I 
notes  are  as  readily  received  in  Scotland  as  money,  and  produce 
exactly  the  same  sflfecta  as  bo  much  money 

In  all  oases  whatever  Credit  is  merely  the  Present 
Value  of  the  futuTB  pat/ment^  and  if  it  is  profitable  to  advance 
Money  for  any  operation  to  be  replaced  with  a  \m>i}i  by  the  result 
of  tlie  operation,  it  is  of  course  equally  profitable  to  create  aa 
equal  amount  of  Credit,  which  will  be  redeemed  with  a  profit  hj 
the  result  of  the  operation 

Thus  Money  and  Credit  have  exactly  the  same  effects  on 
(he  Production  of  commodities,  which  by  the  unanimous  consent 
of  Economists  includes  both  their  formation  and  their  transfer : 

and  therefore  Credit  is  Productive  Capital  exactly  in  tbe 
same  wajf  and  in  tbc  same  squhc  as  Uuuey  is 
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CHAPTER  VI 

THE  THEORY    OF    BANKING 

1,  We  have  now  to  show  how  the  Jaridical  Theory  of  Credit, 
which  has  been  folly  explained  in  the  preceding  chapters,  is 
practically  exemplified  in  the  great  bneiness  of  Banking 

The  subject  of  Banking  lb  often  supposed  to  be  peculiarly 

mysterious  and  difficult :  but  the  sole  difficulty  in  the  case  con- 
Bista  in  understanding  and  ret>aining  a  firm  grasp  of  the  conception 
that  a  Credit  is  the  Present  Right,  or  the  Present 
Value  of  a  Future  Payment  :  that  this  Right  ia  not  a 
Right  or  Title  to  any  specific  Money :  but  is  only  an  abstract 
Right  against  a  Person,  to  compel  him  to  pay  a  stim  of  monf^y 
at  some  agr^d  upon  time 

Moreover,  that  this  Right  of  action  may  be  bought  and  sold, 
or  exchanged,  like  any  materia!  chattel  :  and  for  this  n?ason  it  is 
termed  Fecunia^  Rf»,  Bona^  Merx,  in  Roman  Law :  xP^f^Oj 

wpayfLara,  oIko^,  ouo"ut,  a(^op/iiJ,  virap^^ov,  in  Greek  Law  :  Goods 
and  Chattels,  Merchandise,  a  Vendible  or  Marketable  Commo- 

dity, or  an  article  of  Commerce,  in  English  Law  :  and  is  included 
under  the  title  of  Circulating  Capital  by  Economists 

80,  alsop  this  Right  of  action  has  Value  for  exactly  the  same 
reason  that  any  other  Economic  Quantity  has  Valne ;  because  it 
will  be  exchanged  for  Money  at  the  agreed  upon  time 

And  as  these  Credits,  or  Debts,  are  themselves  Saleable  Com- 
modities, Goods  and  Chattels,  or  Merchandise,  they  can  be  sold  or 

exchanged  against  each  other,  jnst  in  the  same  way  as  material 
chattels  are  sold  or  exchanged  for  each  other 

The  bnsiness  of  Banking  consists  exclusively  in  boying  and 
selling  Money,  and  these  Goods  and  Chattels^  Merchandise,  or 
Commodities  termed  Credits  or  Debts 

As  &  Credit,  or  Debt,  is  the  Present  Right,  or  Present  Value 
of  a  FnUire  Profit :  so  every  Futore  Profit,  or  Paymt^ut,  from 



314 THEOBY  AND  PRACTICE  OF  BANKING 

whatever  source  arising,  has  a  Present  Value  which  maj  be  bought 
and  sold 

It  has  bcea  shown  tbafc  the  Land  is  an  Economic  Qaantitj, 
prodttciQg  a  continuous  series  of  Profits :  and  also  that  every 
merchant  is  also  an  Economic  Quantity  producing  Profica 

The  ]>rolitable  business  of  Banking  consistfl  in  buying  np^  or 
DlSGOunting,  as  it  is  tecbmcallj  termed,  the  Present  Talmss 
of  these  Future  Profits 

Banks  which  carry  on  bnsiness  for  Profit  are  divided  into  two 

gi*eat  chisses :  those  whose  business  it  is  to  discount  Mercantile 
Profits,  and  those  whose  business  it  is  to  discount  Agricultural 
Profits 

In  this  chapter  we  shall  fully  explain  the  Theory  and  the 
Mechanism  of  both  of  these  kinds  of  Banks 

On  the  Mmning  of  the  word  Bank 

2»  Before  we  proceed  to  explain  the  Mechanism  and  Effects 
of  Banking,  we  must  a^ertain  the  true  meaning  of  the  word 
Bank  ;  because  great  misconception  prevails  respecting  it 

If  we  take  up  the  most  common  works  on  Banking  we  find  it 

stated — 
1.  That  the  word  Bank  comes  from  the  Italian  word  Banea^ 

a  bench  ;  because  it  is  alleged  that  the  Italian  money  dealeiH,  or 
money  changers,  kept  a  bench,  on  which  their  money  was  pil^d ; 
whence  they  are  said  to  have  been  called  Banchieri 

2,  That  the  business  of  a  banker  consists  in  acting  as  an 
intermediate  agent  tetweea  persons  who  want  to  lend  and  thoae 
who  want  to  borrow 

8.  That  the  Profits  of  a  banker  consist  in  the  difference 

between  the  interest  he  pays  for  the  money  he  borrows,  and  the 
interest  he  charges  for  the  money  he  lends 

This  description,  however,  of  a  bank,  and  the  nature  of  banking 
business,  is  entirely  erroneous :  for  the  ItaUan  money  changem, 
as  such,  were  never  called  BaHchkri  in  the  middle  ages;  and 
their  places  of  business  were  never  called  hinchi  The  mooey 
dealers  were  called  Cambiatore^^  Camhitans^  dmijfsarfis,  S^tm» 
ariif  Argmitarii,  Nummulani^  Tmpesittr^  Dttnutds^  Catt^but^ 
and  Mutuatarets  and  their  phicea  of  busiuess  were  calkd  Guam 
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Mnrafori,  after  noticing  tlie  absurd  derivation  of  the  woi'<l 
Batik  from  abacus,  says — **  To  me,  on  the  contrary,  the  wonl 
seems  to  have  corac  from  the  German  word  Banck,  which  ib  a 

very  ancient  word  in  that  language  '* :  and,  he  saya,  that  the  word 
banco  was  first  need  as  a  store  in  the  town  of  Brescia 

Ducange  also  says — '*  Bank  is,  therefore,  of  Franco-Gennan 

or  Saxon  origin  :  no  other  is  to  he  eouglit  for  " There  is  no  doubt  whatever  that  these  learned  anthora  aro 

right :  and  the  word  Bank  originated  in  this  way— 
The  Homan  State  made  it  a  cardinal  maxim  of  their  policy 

not  to  carry  On  more  than  one  war  at  a  time.  In  1171,  the  City 
of  Venice  was  at  war  both  with  the  Empires  of  the  East  and  of 
the  West.  It5  finances  were  in  a  state  of  great  disorder ;  and 
the  Great  Council  levied  a  forced  loan  of  one  per  cent,  on  the 
property  of  all  the  citiasens,  and  promised  thera  interest  at  five  per 
cent.  Commissioners  were  appointed  to  manage  the  loan,  who 
were  called  the  Camera  degli  ImjrrestitL  Such  a  loan  has  several 
names  in  Italian ;  snch  aa  Comjiera,  Mufuo,  «fec, ;  but  the  moet 
nsaal  is  Monte^  a  joint  stock  fund.  This  first  loan  waa  called 

the  Monte  Vecchio  —  the  old  loan :  subsequently,  two  other 
similar  loans  were  contracted,  and  called  Monte  Nmvo  and  MoiiU 
Nuavimm^.  In  exchange  for  the  money,  the  citizens  received 
Stock  Certificates,  or  Credits,  which  they  might  transfer 
to  any  one  else :  and  the  Commissioners  kept  an  oHice  for  the 
transfer  of  the  stock,  and  the  payment  of  the  dividends 

At  this  time  the  Germans  were  masters  of  a  great  part  of 
Italy  :  and  the  German  word  Banck  came  to  be  used  as 
synonymous  with  Monte  :  and  was  Italianised  into  Banco :  and 
die  loans,  or  pnbHc  debt4^  ̂ eve  called  indiUerently,  Monti,  or 
BancM 

Thus  an  English  writer,  Benbrigge,  in  1646,  syjeaks  of  the 

**  three  Bankes  "  at  Venice  ;  meaning  the  three  public  loans,  or 
Monti 

That  the  word  Banco,  in  Italian,  means  a  Public  Debt,  might 
be  pn»ved  by  numberless  qnotationa 

In  an  Italian  dictionary,  published  in  165D,  it  says — '*  Monte, 
a  standing  Bank,  or  Mount  of  money^  as  they  have  in  divers 

dim  of  Italy  " 
Bo,  a  recent  Italian  writer,  Cibrario,  tsaya— *'  Eegarding  the 

A 
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Theory  of  Credit,  which  I  have  said  was  inveuted  by  the  Itiilian 
cities,  it  19  known  that  the  first  Bank,  or  Public  Debt  (il 
primo  Banco  o  Beblto  Pubblico),  was  erected  at  Venice, 
in  1I7L  In  the  thirteenth  century,  paper  money  is  mentioned 
at  Milan:  the  credit  was  paid  oif»  A  Monte,  or  Public 
Debt  (un  Monte  0  Debito  Pubblico),  was  founded  at 

Flop:'nce,  in  I33G.     .... 

**  At  Genoa,  during  the  wars  of  the  fourteenth  oentuiy,  the 
Bank  of  St.  George  was  estabhshed,  formed  of  the  Creditora  of 

the  State  " These,  as  well  as  numberless  examples  which  might  be  cited ^ 
ehow  that  Monte  and  Banco  are  synonymous ;  and  mean  a 
Heap  or  Mount,  or  a  Joint  Stock  Fund  formed  by  the  contributions 
of  a  number  of  persons 

The  Bank  of  Venice  wa.^,  in  reality,  the  origin  of  the  Funding 
system,  or  the  system  of  Piililic  Debts  :  it  did  not  for  many 
ceuturies  do  any  of  what  we  call  banking  business 

3.  And  this  was  the  meaning  of  the  word  Bank  when  it 
was  first  introduced  into  English 

Tliua  Bacon  says — "  Let  it  be  no  Bank,  or  Common 
Stock  ;  but  every  man  be  master  of  his  own  money  " 

So  Gerard  Malynes,  in  1622,  speaks  of  Mons  Pietatij,  or 

Banke  of  Charity  :  and  says,  that  in  Italy  there  **  are 
Montes  Pietatis,  that  is,  Mounts  or  Bankes  of  Charity  " 

80  Benbrigge,  in  his  l/iiura  Accommodata,  published  in  104«», 

says — ^*  For  their  rescue  may  be  collected  Mons  pktaiiM  9W0 
chariMUt  or  Banke  of  piety  or  charity,  as  they  of  Trent  fitly 

call  it."  Again — **  For  l)orrowcrs  in  trade,  for  their  supply  as 
their  occasion  shall  requir\3,  may  be  enacted  Mons  KeffotiatmU, 

or  Banke  0/  Trade'*  He  also  qufitcs  from  Tolet,  who  speaks 
of  two  kinds  of  Banks,  namely,  Mons  Fidei,  or  Batikc  of  Troste, 
which  Clement  Xll.  instituted  at  Rome :  ho  that  put  his  money 
into  this  bank  wa^  newr  to  take  it  out  nj^ain,  and  nceivcd  seven 

per  cent. :  and  of  Mons  Recyperaiionis^  or  Banke  of  Reco- 
very, in  which  the  interest  was  twelve  per  cent.  These  wens 

simply  per|)etual  and  terminable  annnities^  where  the  higher 
iaieieit  of  the  latter  was,  in  fact,  repayment  of  tlie  prtucipul 
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Ben  Jonson,  in  hU  Volpone^  the  scene  of  whicb  is  kid  in 

Venice,  says — 
•*  I  make  no  Profit  in  tho  Public  Baxik'* 

meaning,  I  do  not  dabble  in  the  Venetian  Funds 

In  the  time  of  Cromwell  some  proposals  were  made  for  erecting 
PubUe  Banks,  Samuel  Lambe,  a  London  merchant,  says,  in  1658 

— ^*  A  Bank  is  a  certain  number  of  suflBcient  men  of  estates  and 
credit  joined  together  in  Joint  Stock  :  being,  as  it  were,  the 
geaeral  cash  keepers,  or  treasurers  of  that  place  where  they  are 
settled,  letting  out  imaginary  money  (t.fl.,  Credit)  at  interest  at 
£2^  or  £3  per  cent,  to  tradesmen,  or  others  that  agree  with  them 
for  the  same,  and  making  payment  thereof  by  assiguatiou,  and 

passing  each  mau's  account  imm  one  to  another  with  much 

facility  and  ease  *' So  Francis  Oradocke,  a  London  merchant,  who  strongly  advo- 
cated the  introduction  of  Banks  into  Eugland,  and  who  was 

appointed  a  member  of  the  Board  of  Trade  by  Charles  IL,  says — 

"  A  Baiko  is  a  certain  number  of  suiBcient  men  of  Credit  joyned 

together  in  a  stock,  as  it  were,  for  keeping  several  men's  cash  in 
one  Treasury,  and  letting  out  invtginary  money  at  interest,  for 
three  or  more  in  the  hundred  per  annum,  to  tradesmen  or  others 
that  agree  with  them  for  the  same  :  and  making  payment  thereof 

by  assignation,  passing  each  man's  accompt  from  one  to  another, 
yet  paying  little  money."  And  he  says  tliat  **the  aforiisaid 
bankers  may  furnish  another  petty  Bank  (or  Mount)  of  Charity '' 

In  a  little  tract  entitled  "  A  Discourse  comeming  Banks^'* 
pnbliahed  in  1697,  and  supposed  to  be  by  a  Director  of  the  Bank 
of  Eugland,  it  says  that  there  are  three  kinds  of  Banks  :  the  first 

for  the  mere  Deposit  of  money  j  the  seeoiid  for  Profit—"  The 
Banks  of  the  second  kind,  called  in  Italy  Monti,  which  are 
for  the  benefit  of  the  income  only,  are  the  Banks  of  Rome,  Bolo- 
nia,  and  Milan.  These  banks  were  made  op  of  a  number  of 
persons  who,  in  time  of  war,  or  other  exigences  of  State,  advanced 
gnms  of  money  upon  funds  granted  ia perpeiuum,  but  redeemable* 
  The  third  kind  of  banks,  which  are  both  for  the 
convenience  of  the  public,  and  the  advantage  of  the  undertakers, 
ape  the  several  banks  of  Naples,  the  Bank  of  St,  George  at 
Genoa,  and  one  of  the  banks  of  Bolonia.    These  banks  having 
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advanced  sums  of  money  ai  their  establishment,  did  uot  only  agree 
for  a  fund  of  peqjetaal  iiitercst,  but  were  allowe^l  the  privilege  of 

keejung  cash."     The  Baak  of  Enghiid  waa  of  this  lust  kind 
So  Evelya  speaks  of  the  *'  Monte  di  Piet4,  at  Padua,  where 

there  is  a  continual  bank  of  money  to  assist  the  poor  " 
So  Blackstone  says — **Afc  Florence*,  in  1344,  Oovernnaent 

owed  £60,000,  and  being  unable  to  pay  it,  formed  the  principal 
into  aa  aggregate  sum,  calledj  metaphorically,  a  Hount,  or 

Bank" 
So  the  Bank  of  England  was  formed  of  a  Company  or  Ajssoeia* 

tion  of  pjcrsonSj  who  advanced  a  sum  of  money  to  Government, 
and  received  in  exchange  for  it  a  perpetual  annuity  :  a  Right  to  a 
series  of  payments  for  ever  from  the  State.  This  Annuity  ia,  in 
popular  language,  called  the  Funds  ;  but  the  legal  name  ia 

"  Consolidated  Bank  Annuities  '* 
There  has  only  been  one  instance  in  this  country  of  a  Bank 

which  did  not  receive  deposits  in  cash.  Soon  after  the  foundation 
of  the  Bank  of  England,  a  Company  of  persons  united  to  advance 
a  million  to  the  Government.  They  were  incorporated  aa  the 

*•  Milhon  Bank."  This  Company  existed  till  nearly  the  end  of 
the  last  century,  and  it  rei^mbled  the  original  Bank  of  Venice 

The  essential  teature  of  all  these  Banks  ^vas  this  i  the  snb* 

ficribera  advanced  the  Money  as  a  Loan,  or  Mutuum :  and 
thus  it  became  the  absolute  property  of  the  borrowers:  and  in 

exchange  for  their  Money  they  received  a  Credit  :  i>.j  a  Cer- 
tificate, or  Promise  to  pay  interest ;  and  the  very  essence  of 

**  Banking  "  is  to  receive  money  as  a  Hutuum :  and  to 
give  in  exchange  for  it  Credits,  Debta,  Promise^i  to  pay,  or  Righto 
of  action  to  demand  an  equal  sum  back  again  when  they  pleajie 

0^1  th»  Mmning  of  ih$  umd  Banker 

4,  Equally  great  misconception  prevails  aa  to  the  mean* 
ing  of  the  word  Banker,  and  the  nature  of  the  business  of 
Banking 

Gilbart  says — ^'  A  banker  is  a  dealer  in  Capital :  or.  moro 
properly^  a  dealer  in  Money.  He  is  an  iut<^rmediate  party 
between  the  borrower  and  the  lender.  He  borrows  of  one  pwtjr 
And  lendB  to  another ;  and  the  diHerenoe  U^tween  tli«s  tenna  at 
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which  he  borrows,  and  those  at  which  he  lends,  forms  the  sonroe 

of  his  profit  '* Thm  extract  shows  the  most  profoand  misconception  of  the 
nature  of  the  business  of  Banking 

In  former  tiraea  there  were  many  j^ersons  who  acted  as  inter- 
mediaries between  persons  who  wanted  to  lend,  and  persona  who 

wanted  to  borrow.  They  were  called  Money  Scriveners,  The 
father  of  John  Milton  was  a  Money  Scrivener.  But  nobody  ever 

called  Money  8crivenei"9  Bankers 
At  the  present  day  a  firm  of  solicitors  may  have  some  clients 

who  wish  to  lend,  and  also  other  clients  who  wish  to  boiTow  :  and 
they  may  act  as  intermediaries  between  them*  The  first  set  may 
entrust  their  money  to  the  firm  to  lend  to  the  second  set :  and  the 
solicitors  receive  a  commission  on  the  sums  which  pass  through 
their  hands.  But  no  one  ever  called  a  firm  of  solicitors,  who 

fcransact  such  business,  '*  Bankers  ;  '*  which  shows  that  there 
must  be  an  essential  distinction  between  the  bufiiness  of  such 

solicitors  and  the  business  of ''  banking  " 
Solicitors  who  transact  such  bosiness  do  not  acquire  any  Pro- 

perty in  the  money  which  passes  through  their  hands.  They 
receive  it  merely  as  a  Depositum,  or  Bailment :  they  are 
only  the  CostodiaDS,  or  Trustees  of  the  money :  and  it  is  only 
entrusted  to  their  custody  for  the  express  purpose  of  beiog  applied 
in  a  certain  way.  The  actual  Property  in  the  money  passea 
directly  from  the  lender  to  the  borrower  through  the  medium  of 
the  Trustees  or  Bailees  :  and  if  the  latter  appropriated  it  in  any 
way  to  their  own  porposes^  they  would  be  liable  to  be  punished 
for  embezzlement 

The  essential  feature  of  a  **  Banker"  is,  that  when  hia 
customers  pay  in  money  to  their  accounts,  t/t^y  cede  Um  Pr(^)erty 
in  the  money  to  the  Banker ^  The  money  placed  with  him  is  not  a 
Depoeitnm,  or  Bailment  \  but  it  is  a  Mutuum  :  it  is  a  Loan, 

or  Sale,  directly  to  himself.  The  "banker*'  buys  the  money  from 
his  customer :  and  in  exchange  for  it,  he  gives  his  customer  a 
Credit,  or  Right  of  action  to  demand  back  an  equivalent  amount 
of  money  at  any  time  he  pleases ;  which  Right  of  action  be  ia  also 
at  liberty  to  transfer  to  any  one  eke  he  pleases 

Qaliaai  says—"  Banks  began  when  men  saw,  from  experience, 
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that  fchera  was  not  safficient  money  in  specie  for  great  eommeroo 
and  great  euterprises 

*'The  first  banks  were  id  the  hands  of  private  persons,  with 
whom  persons  deposited  money,  and  from  whom  they  received 
Bills  of  Credit  {fedi  di  Ormiito) :  and  who  were  governed  by  the 
same  rules  as  the  public  baaks  now  arc\  And  thus  the  Italians 
have  been  oot  only  the  fathers,  and  the  masters,  and  the  arbiters 
of  commerce,  so  that  in  alt  Enrope  they  hove  been  the  depositariea 

of  money,  and  are  called  Bankers  " 
So  G^novesi  says—'*  These  Monti  were  at  firet  administeitd 

with  scrtipnlouB  fidelity,  as  are  all  human  institutions  made  in  the 
heat  of  virtue.  From  which  it  came  to  pass  that  many  placed 
their  money  on  dejiosit :  and  as  a  Security  received  paper  which 
wae  called,  and  is  still  called,  Bills  of  Credit,  Thus  private  Banks 

were  established  among  us,  whose  Bills  of  Credit  n('i|uired  a  great 
circulation,  and  increased  the  quantity  of  signs  and  the  velocity 

of  commerce  " 
And  this  was  always  regarded  as  the  essential  fbatnre  of 

*' banking/*  Thus  Marquardns  says— **  And  by  *  Bank- 
ing *  is  meant  a  certain  species  of  trading  in  money,  under  the 

sanction  of  public  authority,  in  which  money  is  placed  with 
bankers  (who  are  al^o  cashiers  and  depositaries  of  money)  for  the 

iecurity  of  creditoi-s,  and  the  convenienoe  of  debtors,  in  such  a 
way  that  the  Pr<^erUj  in  the  money  pm^eB  to  them :  but  always 
with  the  condition  undci^tood  that  any  one  who  places  his  mon^ 

with  them  may  have  it  back  whenever  he  pleaaea  " 
A  '*  Banker,'*  therefore,  always  buys  money  with  his  own 

Credit :  or,  by  giving  in  e:tchange  a  Right  of  action  to  demand 
back  an  equal  sum  at  any  time  :  and,  moreover,  when  he  bnyt 
Commercial  Dobta,  or  discounts  Commercial  Bills  of  Exchange» 
as  it  is  technically  termed,  he  does  it  in  exactly  a  similar  way :  in 
exchange  for  the  Bill  of  Exchange  he  give*  his  customer  a  Cnniit 
in  his  books  ;  or  the  Right  to  demand  a  sum  of  n  ^m, 

Tims  he  buys  one  Debt,  or  Ca^dtt,  by  giving  in  :  j( 
another  Debt,  or  Credit  :  and  experience  ahows  tluit  tils  Credit 
may  seveml  times  exceed  the  cash  in  his  possession.  Thus  the 

business  of  a  ̂^  banker  *'  is  casentially  to  Create  Credit 

The  following  is  the  true  definition  of  a  **  Banker  ** — 

^c 
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A  Banker  u  a  Trader  tahose  bimness  is  to  buy  Money 
and  Debts  %  creating  other  Debts 

As  will  be  more  fully  exemplified  in  a  flubaequent  fiection 

On  the  Currency  Principle 

6»  We  must  now  explain  the  meaning  of  an  expression  which 
has  been  frequently  used  in  recent  discussions,  and  which  must  be 
clearly  understood  before  we  come  to  the  exposition  of  the  system 
which  the  Bank  Charter  Act  of  18'i4  is  designed  to  carry  out 

The  express  function  and  purpose  of  a  Bank  being  to  create 
Credit,  it  has  been  Bometimes  asserted  that  a  Bank  should  only  be 
allowed  to  create  exactly  as  raach  Credit  as  the  specie  paid  in, 
and  no  more.  And  that  its  sole  function  should  be  to  exchange 
Credit  for  Money  and  Money  for  Credit :  and  thus  the  quantity 
of  Credit  would  always  be  exactly  equal  to  the  Money  it  displaces 

Thiji  doctrim?  is  that  which  is  distinctively  known  by  the  name 
of  the  Currency  Principle  :  it  is  the  doctrine  which  the 
supporters  of  the  Bank  Charter  Act  of  1844  asserted  to  be  the 
only  true  one  :  and  which  that  Act  was  intended  to  can7  out 

This  doctrine  was  first  clearly  formulated  in  Chiua,  in  1S09* 
That  country  had  been  plagued  with  excessive  issues  of  iocon- 
Tertible  paper  for  nearly  500  years.  The  author  of  a  work, 
Tsao-min,  exhibiting  the  evil  consequences  of  excessive  issues  of 
Paper  Money,  and  speaking  of  the  times  before  md\  mischieft 

took  place,  said — "  Then  it  was  ordered  that  at  the  offices  of  the 
rich  merchants  who  managed  the  entci-prise,  when  the  Notes  were 
paid  in  the  Money  came  out :  when  the  Bills  came  out  the  Money 
went  in :  the  Money  was  the  mother,  the  Note  was  the  son. 
The  son  and  the  mother  were  reciprocally  exchanged  for  each 

other" Several  Banks  have  been  constructed  on  this  principle  :  such 
as  those  of  Venice,  Amsterdam,  Haraborg,  Nuremberg^  and 
others 

These  places,  small  in  themselves,  were  the  centres  of  a  great 
foreign  commerce  :  and,  as  a  necessary  cunseqnencei  large  quan- 

tities of  foreign  coin  of  all  sorts»  of  different  countries  and 
denominations,  were  bronglit  by  foreigners  who  resorted  to  them. 
These  coins  were,  raoreoverj  greatly  clipped,  worn,  aud  diminished. 
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This  degraded  stafce  of  khe  current  coins  prodnced  intolerable 
inconveiiienoe,  disorder,  and  confusion  among  merchants,  who, 
when  they  paid  or  recjeived  payment  of  their  bills,  had  to  offer  or 
reoeiye  a  bagful  of  all  sorts  of  different  coins.  The  settlement 

of  these  bills,  therefore,  involved  perpetual  disputes — ^whicb  ooina 
were  to  be  received,  and  which  were  not,  and  how  much  each  was 
to  count  for.  In  order  to  remedy  this  intolerable  inconvenienoe, 
it  became  necessary  to  institute  some  fixed  and  uniform  standard 
ol  paymenti  so  as  to  ensure  regularity  and  a  just  dischargie  of 
debts.  In  order  to  effect  this,  the  Magistrates  of  these  oities 
instituted  a  Bank  of  Deposit,  in  which  every  merchant  placed  his 
coins  of  different  kinds  and  nations.  These  were  all  weighed^  and 
the  Bank  gave  him  a  Credit  in  its  books  for  the  exact  Yalne  of 
the  Bullion  de|X)sited,  The  owner  of  the  Credit  was  entitled  to 
have  it  paid  in  full  weighted  coin  on  demand.  These  Credits, 
therefore,  insured  a  uniform  standard  of  payment,  and  were  called 
Bank  Honey :  and  it  was  enacted  that  all  Bills  upon  these 
respective  cities,  above  a  certain  amount,  should  be  paid  in  Bank 
Money  only.  As  this  Bank  Credit,  or  Bank  Money,  was  always 
exchangeable  for  coin  of  fall  weight  on  demand,  it  was  always  at 
a  premium,  or  a^,  as  compared  with  the  worn,  clipped,  and 
degraded  coin  in  circulation.  The  difference  was  nsnidly  from 
5  to  9  per  cent,  in  the  different  cities.  The  term  a^io,  or  pre^ 
mium,  is  misleading :  because  it  ia  clear  that  the  Bank  Money 
was  the  true  standard,  and  the  current  coin  was  at  a  disootmt. 

These  Banks  professed  to  keep  all  the  coin  and  bnllioQ  deposited 
with  them  in  their  vaalts.  They  made  no  use  of  it  in  the  way  of 
business^  as  by  disconnting  bills.  Tlins  the  Credit  created  wag 
exactly  equal  to  the  specie  deposited  :  and  their  sole  fxniGtioii  was 
to  exchange  Specie  for  Credit,  and  Credit  for  Sptcie 

These  Banks  were  examples  of  the  Currency  Principle. 

They  were  of  no  farther  use  to  oommeroe  than  that  they  served 

as  a  safe  place  to  keep  the  merchants'  money  in  :  and  that  tlRiy 
insured  a  uniform  standard  of  [myrnent  of  debts.  They  made  no 
profits  by  their  business  :  and  no  Bank  constructed  on  the 
Corrency  Principle  ever  did,  or  ever  conld,  by  any  possibiUij^ 
make  profits  by  business.  The  merchants  who  kept  their  ae> 
ooonts  with  them^  paid  certain  fe^  to  defray  the  ei{>onaQ6  ef  tbi 
establishment 
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This  Cairency  Principle  is  not  only  advocated  as  the  soimd 
one  by  many  influentitil  writers,  eapecially  those  to  whom  the 
Bank  Charter  Act  of  184,4^  is  duej  bat  Mill  goes  further :  hd 

says — 
**  Further  consideration  showed  that  the  uses  of  money  are  in 

no  respect  promoted  by  increaBing  the  quantity  which  exists  and 
circulates  in  a  country,  the  service  which  it  performs  being  as 
well  rendered  by  a  small  as  by  a  large  aggregate  amount ,  ,  ,  . 

**  Another  of  the  fallacies  from  which  the  advocates  of  an 
inconvertible  currency  derive  support,  is  the  notion  that  an  in* 
creasi  of  the  currency  quickens  industri/.  This  idea  was  set  afloat 
by  Hnme,  in  his  Essay  on  Money,  and  has  had  many  devoted 
adherents  since  ....  * 

**  The  substitution  of  Paper  for  Metallic  Corrency  is  a  national 
gain,  any  further  increase  of  Paper  beyond  thia 
ie  but  a  form  of  robbery 

"  An  issue  of  notes  ia  a  manifest  gain  to  the  issuers,  who, 
until  the  note^  are  returned  for  payment,  obtain  the  use  of  them 

as  if  they  were  real  capital  t  and  so  hng  as  the  notf>s  are  iw  jjcr- 
mancnt  addition  to  tfis  cwrenaj,  but  merely  supersede  gold  and 
silver  to  the  same  amount,  the  gain  to  tlie  issuer  is  a  loss  to  no 
one  1  it  is  obtained  by  saving  the  community  the  expense  of  the 
more  costly  material.  But  if  there  is  no  gold  and  silver  to  be 

Muptr$fd^d — */  th6  notes  are  added  to  the  currenctj,  instead  of 
leing  substituted  for  Oie  metallic  part  of  it — all  holders  of  currency 
lose  by  the  depreciation  of  its  value  the  exact  equivalent  of  what 
the  issuer  gains  ..... 

"When  metallic  money  has  been  entirely  superseded  and 
expelled  from  circulation  by  the  substitution  of  an  equal  amount 
vlt  bank  notes,  any  attempt  to  keip  a  still  further  quantity  of 
pc^er  in  circulation^  must,  if  the  notes  be  conpertibk,  he  a  complete 
failure.  The  new  issue  would  again  set  in  motion  the  same 
train  of  consequences  by  which  the  gold  coin  had  already  leeu 

expelled.  The  metals  would,  as  before,  bo  required  for  exporta- 
tion, and  would  be  for  that  purpose  demanded  from  the  banics  to 

the  full  extent  of  the  superfluous  notes,  which  thus  could  not 

poBBibly  be  retained  in  circulation  " 
Wo  abali  now  proceed  to  give  an  exposition  of  the  actual 

J  S 
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mechanism  of  baaking,  and  the  student  will  eee  how  far  theao 
assertions  are  borne  out  bj  the  facts 

On  ths  Mechanisixi  of  Banking 

6.  Banks,  of  the  nature  of  those  of  Venice,  Amsterdam^  and 
Hamburgh  nerer  existed  in  this  eonntiy,  and  we  must  now  explain 
the  mechamsm  of  the  great  system  of  Banking,  or  the  great 

system  of  the  commeroe  in  Debts,  Credits,  or  Chaui-in-aetum^  aa 
it  has  been  carried  on  in  this  country 

It  was  during  the  great  civil  war,  as  we  have  explained  else* 
where,  that  the  gold&mitlis  of  London  first  began  to  receive  the 
cajsh  of  the  merchants  and  country  gentlemen  for  safe  onstody^  on 
condition  of  repaying  an  equal  sum  on  demand 

Now  this  money  was  not  placed  in  their  hands  to  bo  locked 
away  idle  in  their  cellars,  as  plate  and  jewelry  are  often  given  to 
the  care  of  a  banker  as  a  Depositum,  and  to  be  restored  in 
spme.  The  money  was  sold  to  the  banker  as  a  Mutuum :  to 
be  restored  only  in  genere.  And  they  agreed  not  only  to  repay  it 
on  demand,  but  to  pay  six  per  cent,  interest  for  it :  consequently, 
they  were  obliged  to  trade  with  it  in  order  to  make  a  profit 

We  must  now  explain  how  a  banker  trades  with  money 
Suppose  his  customers  pay  in  £10,000  to  their  accoanta  :  then 

the  money  becomes  the  banker's  absolute  property  as  a  Mil- 
tunm.  In  fact,  he  Buys  the  money  from  his  customera,  and 
in  exchange  for  it,  he  gives  them  a  Credit  in  bis  books  :  that  ia, 
he  creates  a  Eight  of  action  against  himself  for  an  equal  amoQnL 
Tliis  Eight  of  action,  Credit,  or  Debt,  in  banking  language,  is 
termed  a  Deposit 

After  Bucb  un  operation,  his  accounts  would  stand  thus — 
LuBiLinxs                                          Assm 

Dei^ti   £10,000     I     Caah           £10,000 

Now,  though  bis  customers  have  Rights  of  action  against  the 
banker  to  demand  back  exactly  an  equal  quantity  of  money  aa 
they  have  paid  in^  yet  persons  would  not  plaoe  money  with  their 
banker  ir  tftey  meant  to  draw  it  out  again  immediately  :  just  aa 
no  one  would  spend  at  onoe  aU  the  money  he  had.  Nevertheless, 
some  will  want  to  draw  oat  part  of  their  funda :  but  if  some 
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ccwtomers  want  to  draw  out  money,  othei^  will  probably  pay  in 
aboQt  an  equal  sum.  It  may  be  said  that,  in  ordinary  and  quiet 

iiraes,  a  banker^a  balance  in  cash  will  seldom  differ  by  more  than 
one  thirty-sixth  part  from  day  to  day.  So  that  if  he  retains  one 
tenth  of  his  cash  to  meet  any  demands  which  may  be  made  upon 
him,  that  is  ample  and  abundant  in  all  ordinary  timea 

If,  then,  in  the  above  example,  the  banker  retaloB  £1,000  in 
cash  to  meet  any  demands  upon  him,  be  has  £9,000  to  trade 
with  :  and  it  is  jnat  in  the  method  in  which  bankers  trade  that  so 
much  noi^conception  exists 

It  ifl.  oommonly  supposed  that  when  a  banker  has  the  £9,000  to 
trade  with,  he  employs  it  in  purchasing  Bills  of  Exchange  to  that 
amount :  and  that  he  receives  a  profit  only  on  the  £9,000 :  but 

that  is  a  complete  misconception  of  the  nature  of  **  Banking" 
A  '*  banker  "  never  buys  Bills  with  money  in  the  tirst  instance: 

that  is  the  business  of  a  Bill  Discounter,  or  a  Bill  Broker 

The  way  in  which  a  **  banker"  trades  is  this.  He  gees  thai 
£1,000  in  cash  is  sufficient  to  support  Liabilities  of  £10,000  in 
Credit :  consequently,  he  argues  that  £10,000  in  cash  will  bear 
Liabilities  to  several  times  that  amount  in  Credit 

One  of  the  most  eligible  methods  of  trading  for  a  banker  is 
to  buy  or  discount  good  Commercial  Bills.  And  he  buys  theao 
Bills  exactly  in  the  same  way  as  he  bought  the  Cash  :  that  is,  by 
creating  Credits  in  his  books  ;  or  Debts :  or  Rights  of  action 

against  himself  to  the  amount  of  the  Bills^ — dedtictio^,  at  the 
same  time,  the  Interest,  or  Profit  agreed  upon :  whidi  is  called 
the  DiBCOXint 

A  **  banker,*'  therefore,  never  buys  a  Bill  with  Cash  in  the 
first  instance.  He  buys  the  Bill,  which  is  Debt  payable  at  a 
future  time,  by  giving  his  customer  a  Credit  in  his  books  for  the 
amount  of  the  Debt,  less  the  Discount :  which  is  a  Right  of 
action  the  customer  has  to  demand  the  money  if  he  chooses. 
That  is,  he  buys  a  Right  of  action,  payable  at  a  future  time,  by 
creating  or  issuing  a  Right  of  action,  payable  on  demand.  And 

this  Right  of  action,  Credit,  or  Debt,  is  equally^  in  banking  lan- 
guage, termed  a  Beposit,  as  the  Eight  of  action  he  created  to 

buy  the  money 

Suppose  that  the  "banker"  buys  £40,000  of  Commercial 
Bills  at  three  months,  and  that  the  agi'eed  opun  Profit  was  four 
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per  oeaL  Then  the  sum  to  be  retained  on  the  Bills  wonld  be 
£400.  Consequently,  in  exchange  for  Bills  to  the  amount  of 
£40,000,  he  would  create  Credits^  Debts,  or  Rights  of  action 

against  himself— technically  termed  DepoBitE — to  the  amount 
of  £39,600 

Hence,  just  after  buying  these  Bills,  and  before  bis  cnstomere 
begiu  to  operate  on  their  accounts,  his  accounts  would  stand 

thus — 
IiIAIilLITIEa 

Bepoaits   £49,600 

£49,000 

Assets 
Cftfih 
BiU^  of  Exohange 

£10,000 

40,000 

£50,000 

The  balance  of  £400  being  his  own  Property,  or  Profit 

By  this  process  the  '*  banker  '*  has  added  or  created  £80,600 
in  Credit  to  the  previously  existing  cash  :  and  his  Profit  is  clear  : 
he  has  not  gained  four  per  cent,  on  the  £0,000  in  cash  :  but  four 
per  cent*  on  the  £40,000  of  Bills  he  has  bought 

Now  this  is  what  the  business  of  **  banking "   essentially 
consists  in  :  and  thus  the  correctness  of  the  definition  of  a 

*'  Banker/'  given  above,  is  manifest 
A  Banker  u  a  Trader  who  buya  Money  mid  Debts 

by  creating  other  Debts 

Thus  we  see  that  the  essential  and  distinctive  feature  of  a 

•'  Bank "  and  a  **  Banker  "  is  to  Create  and  Issue 
Credit  i^z/a^fe  on  Demand:  and  this  Credit  is  intended  to  be 
put  into  circulation  and  serve  all  the  purposes  of  money.  A  bank^ 
therefore,  is  not  an  office  for  borrowing  and  lending 
Money ;  but  it  is  a  Manufactory  of  Credit 

It  is  thus  seen  how  erroneous  Gilbart's  description  of  a  banker 
as  *'  a  person  who  deals  in  Capital,  or  rather  in  Money,'' — 

And  also  the  description  of  Banking  given  in  the  Report  of 

the  House  of  Commons  on  the  commercial  panic  of  1858—"  The 
use  of  Money,  and  that  Only,  they  i-egard  as  the  province  4>r  a 
bank,  whether  of  a  private  person,  or  1  ncorporayoai  or  Ifae 

banking  department  of  the  Bank  of  England  " 
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On  a  Common  Error  regpecihig  Deposits 

7-  We  mast  now  notice  a  very  common  error  respecting 
the  meaning  of  the  word  Deposit  :  wbicb  will  show  how 
necessary  it  is  to  understand  the  changes  of  meaning  which  gome 
wordS)  which  have  been  adopted  from  Roman  Law,  have  undergone 
in  modern  business 

A  Depositunif  in  Roman  Law,  means  anything  which  is 
filaoed  in  the  charge  or  custody  of  a  person  for  the  mere  purpose 
of  safe  keeping  :  without  the  Property  in  it  passing  to  him  :  or 
his  being  allowed  to  use  it  for  his  own  advantage 

It  is  part  of  the  duty  of  a  London  banker  to  take  charge  of 

his  costomers'  plate,  jewelry,  or  securities,  if  required  to  do  so. 
This  plate,  jewelry,  &o.,  so  committed  to  the  banker's  charge  for 
safe  keeping  only,  is  a  Depositum  :  but  he  acquires  no 
property  in  it :  and  he  receives  no  reraimeration  for  bo  doing 

It  is  veiy  often  supposed  that  when  a  customer  pays  in  money 
to  his  account,  that  money  is  a  Deposit.  This  is  the  first  error 

on  the  subject :  because  the  money  so  paid  in  is  not  a  Depo- 
situm :  it  is  a  Mutuum.  The  money  is  in  reality  sold  to 

the  banker  :  and  it  has  become  his  actual  propeity  to  deal  with 
as  he  pleases 

In  the  next  place,  it  is  not  the  cash  which  is  paid  in  which, 
in  banking  language,  is  termed  the  Deposit :  but  the  Credit, 
or  Right  of  action^  which  is  created  in  exchange  for  it.  So, 
when  a  banker  discounts  a  Bill  of  Exchange  he  buys  a  Right  of 
action,  by  creating  and  giving  a  Credit,  or  Eight  of  action  in 
exchange  for  it :  and  the  Credit  is  also  called  a  Deposit.  The 
Money,  or  Bill  of  Exchaoge,  sold  to  the  banker,  are  liis  Assets. 
And  the  Deposits  are  his  Liabilities ;  or  ths  Price  he 

pays  for  his  Assets 

As  the  error  respecting  the  meaning  of  the  word  Deposit  id 
ahnost  universal  among  writers  and  speakers  on  banking,  we  may 
mention  one  conspicuous  instance  of  it 

Mr.  John  Torr,  a  Livei*pool  merchant,  was  questioned  by  Mr. 
Wilson  before  the  Committee  of  the  House  of  Commons,  in  1858 

4939.  **  1  believe  I  am  correct  in  the  fact  that  all  the  trans- 
actions of  the  banks  in  New  York  are  published  periodically,  and 
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at  very  ehorfc  intervals,  by  the  baukiDg  department  ? — I  believe 

they  are  published  weekly  " 
4940.  ''  These  account^f  as  they  are  publighed,  show  the  cir- 

culation of  notes,  the  amount  of  specie  held  by  the  banks,  the 
amount  of  advances  made  by  the  banks,  and  all  the  items  in  great 

detail,  do  they  not  ?— They' do  " 494L  **  Are  you  aware  that,  during  the  last  two  or  Uirce 
years,  while  the  circnlation  of  notes  had  not  increased  at  aO^  or 
had  increased  to  the  very  smallest  possible  amouuti  the  amount  of 
advances,  as  shown  by  these  amotintSj  had,  as  you  have  refertxid 

to,  increased  to  a  very  enormous  amount  ? — Yes ;  I  must  apologise 
for  the  answer  I  gave ;  I  meant  the  advances  when  I  said  the 
notes  I  I  meant  tlie  liability  of  the  bank  from  its  advances  made 

on  securities  " 
4942.  Chairman  {Mr.  Cardwdi),  **  The  mere  act  of  making 

an  advance  doea  not  render  a  person  liable :  of  course,  the 

liability  is  the  other  way  ?— Yes  '* 
4243.  *'  Will  you  trace  the  process  by  which  the  banks  in- 

creased their  own  liabilities  by  making  advances  to  others  ? — 
Looking  at  the  securities  which  they  held  from  other  parties,  by 
making  advances  to  a  number  of  merchants  to  a  larger  amount 
than  usual,  they  felt  that  the  indebtedness  of  these  parties  to 

them  was  more  than  was  prudent " 
4944.  Mr.  Wihon,  *'  Do  you  think  that  the  banks  had  made 

nndue  and  imprudent  advaucea  in  the  loan  of  their  Capital  and 

Deposits  ? — I  apprehend  that  they  thought  so  "  .     .     ,     • 
4945,  **  Are  you  aware  that,  during  the  last  three  or  fonr 

years,  the  amount  of  the  Capital  subscribed  to  tlie  banks  of  New 
York  had  very  greatly  increased  ? — I  do  not  know  it  from  my  own 

knowledge  " 4947,  '•  But  it  would  be  either  from  Deposits  or  from  Capital 
that  increased  advances  could  be  made  by  the  banks  ? — Certainly'^ 

4948.  "  Therefore,  if  yon  are  awai'e  that  increased  advances 
were  made  to  a  large  extent,  it  must  have  been  either  fi-om  an 
increase  of  subscribed  Capital,  or  i^m  an  inoreaae  of  Deposits  t"^ 

Yes  i  I  apprehend  so  ** The  above  extract  shows  how  completely  the  chairman,  Mr, 
Oardwcll,  had  mlaoonoeived  the  true  nature  and  eitrcts  of  banking. 
Hr-  Torr  bad  a  porcaptioa  of  the  true  nature  of  it :  for  he  sayt 
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that  the  banks  had  incieased  their  liabilities  bj  their  adTances  : 
which  was  undoubtedly  true  ;  because  banks  make  all  advances 
by  creating  liabilities.  This,  however,  seemed  a  paradox  to  Mr. 
Card  well,  who  sneeriogly  asked  the  witness  to  explain  how  banks 
increased  their  own  liabilities  by  making  advances  to  others. 
Whereas,  as  we  have  seen,  the  only  way  a  bank  has  of  making  an 
advance  is  by  creating  a  liability.  Mr.  Wilson  asked  him  if  the 
banks  made  impradent  advances  out  of  their  Capital  and  Deposits. 
Banks  do  not  make  advances  out  of  their  Deposits  ;  but  they 
make  an  advance  by  creating  a  Deposit :  or  Credit  in  their  books 

This  misconception  of  the  meaning  of  the  word  Deposit,  leada 
to  a  somewhat  amusing  error  which  is  usually  seen  in  the  news* 
papers  every  half-year,  after  the  Joint  Stock  Banks  publish 
their  accounts.  Many  papers  give  summaries  of  the  accounts  of 
the  London  Juint  Stock  Banks,  which  show  that  they  have 
£200,000,000  of  Deposits  :  and  the  writers  enlarge  on  the 
wonderful  quantity  of  money  which  the  banks  have  to  lend  out, 
or  trade  with.  As  a  matter  of  fact  there  are  not  two  hundred 

miiliona  of  sovereigns  in  the  whole  country.  The  best  authorities 
place  the  amount  of  sovereigns  in  the  country  at  somewhere  about 
one  hundred  and  twenty  millions.  Moreover,  an  eminent  au- 

thority has  calculated  that  the  **  Deposits ''  in  all  the  banks  in  the 
kingdom  may  be  estimated  at  about  £800,000,000.  Now,  if  tliera 
are  but  £120,000,000  in  sovereigns  in  the  whole  country,  how 
can  there  be  £800,000,000  of  D^osiU  in  the  banks  ?  Of  course, 
any  one  who  knows  the  real  meaning  of  Deposits^  as  a  technical 
term  in  banking,  knows  well  enough  that  it  is  a  complete  error 
and  delusion  to  suppose  that  the  London  banks  have  two  hundred 
millions  of  actnal  money  :  as  any  one  may  see  who  looks  at  their 
assets  in  cash.  These  Deposits  are  not  Deposits  in  cash  at  all : 
they  are  nothing  but  Credit  :  and  are  merely  so  many  bank 
notes  in  disguise.  They  are  nothing  but  an  enormous  super- 

structure of  Credit,  reared  up  on  a  comparatively  small  basia  of 
bullion  :  exactly  like  the  Issues  of  Notes.  These  figures  do  not 
show  the  quantity  of  Cash  the  banks  have  at  their  command  to 
trade  with :  but  they  show  the  quantity  of  business  they  Imv§ 
done :  and  the  liabilitm  they  have  creaUd,  These  apparent  De- 
poaitfl,  instead  of  being  so  much  cash,  ore  nothing  but  the 
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Credits,  or  Bights  of  action,  the  banks  haTe  created  as  ifae 
Price  with  which  they  have  purchased  the  Cash  and  Bills  which 
figure  on  the  other  side  as  Assets.  A  sadden  increase  in 
Banking  Deposits  is,  in  reality,  nothing  more  than  an  inflation  of 
Credit :  exactly  Bimilar  to  a  sudden  increase  of  Bank  Notea. 
After  all  the  great  monetary  panics  it  is  invariably  observed  that 
the  Deposits  in  banks  greatly  diminish.  In  July,  1858  and  1867, 
the  aggregate  of  Deposits  In  the  Joint  Stock  Banks  appeared  to 
be  considerably  less  than  in  July,  1857  and  186G  :  and  it  la  often 
supposed  that  persons  draw  their  money  out  of  the  banks  at  such 
times.  But  such  assertions  are  erroneous  :  the  banks  have  then 

just  as  much  Cash  as  before :  probably  more.  But  the  dtminntioii 

in  Deposits  arises  from  the  fact  that  in  times  of  C5omniercial  de- 
pression there  are  fewer  bills  created  through  the  operatious  of 

coramerce.  Consequently,  there  are  fewer  bills  for  the  banks  to 
purchase  :  and  if  they  Imve  no  bills  to  buy,  they  cannot  create 
Deposits.  Henoe  this  dimiciition  of  Deposits  is  not  a  diminution 
ofDepoiita  in  Cash :  it  is  a  Contraction  of  Credit 

In  BanMng  Language  a  Deposit  and  em  Issue  are  ih§ 
mtm 

8,  The  student  must,  therefore,  carefully  observe  that,  in  the 
language  of  bankiug,  a  Deposit  and  an  Issne  are  th$  sams 

thing.  A  Deposit  is  simply  a  Ci-edit  in  a  banker's  book,  giving 
the  customer  a  Right  of  action  against  him  for  a  sum  of  money. 
And  aa  Siion  as  tbc  banker  has  created  a  Credit,  or  Deposit,  in  his 
book  in  favour  of  his  customer,  he  has  Issued  a  Right  of  action 
against  himself.  The  word  Issue  comes  from  ExUm^  a  going 
forth ;  and,  in  Mercantile  Law,  to  Issue  an  instrument  is  to 

deliver  it  to  any  one  so  as  to  give  him  a  Right  of  action  against 
the  deliverer 

It  in  no  way  increases  the  banker's  liability  to  write  the 
liabihty  down  on  paper.  Such  is  only  done  for  the  convenience 
of  transferring  the  Right  of  action  to  some  one  else.  When  the 
Credit  remains  in  the  simple  form  of  a  Deposit,  the  banker  knows 
who  his  Creditor  ia  ;  when  he  gives  the  Promissory  Note,  and  his 
Cniditor  transfers  it  to  some  one  else,  the  banker  has  no  means  of 
knowing  who  liis  Creditor  is.    The  aaine  thing,  however,  may 
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happen  in  tTie  case  of  a  Deposit :  becaufie  the  Creditor  may  trans- 
fer his  Right  of  action  by  means  of  a  Cheque  to  any  on©  elae : 

and  it  may  circulate  exactly  like  a  Bank  Note.  Hence,  the  banker 
may  be  equally  ignorant  who  his  real  Creditor  is,  in  one  case  as 
the  other 

It  is,  therefore,  a  fundamental  error  to  divide  banks  into 

**  Banks  of  Deposit ''  and  "  Banks  of  Issue/'  All  k\nks 
are  **  Banks  of  Issue/'  The  only  distinction  is,  whether  the 
Credit  they  create  is  etrictly  confiued  to  the  Money  they  buy  with 
it :  or  whether  they  urc  allowed  to  create  Credit  in  excess  of  the 
Cash  they  hold,  in  order  to  buy  Bills  of  Exchange  with  them,  and 
80  make  a  profit  by  so  doing 

Whether  the  Credit  they  create  is  recorded  on  paper  or  not,  in 
no  way  alters  the  amount  of  their  liabilities 

On  ih§  msthod  of  Utilising  Banking  Credits 

9,  The  banker,  then,  having  Issued  these  Credits,  Deposits, 
or  Rights  of  action  agaicit  himself  to  his  customers,  they,  of 
course,  cannot  transfer  them  to  any  one  else  by  manual  delivery. 
In  order  to  be  capable  of  manual  delivery,  they  must  be  recorded 

on  paper  :  and  this  might  be  done  in  two  forms — 
1.  The  banker  might  give  him  his  own  Note,  promising  to 

pay  a  certain  sum  to  the  customer,  or  to  **  bearer  " 
2,  The  customer  might  write  a  note  to  the  banker,  desiring 

him  to  pay  the  money  to  some  particular  person  ;  or  to  his  order, 

or  to  beai"er.  These  orders  were  formerly  called  Cash  Notes :  they 
are  now  called  Cheques 

These  paper  documents  neither  create  nor  eitinguish  liabilities: 
they  merely  record  them  on  paper  for  the  purpose  of  transferring 
them  to  some  one  else 

Bankers*  Notes  were  at  first  merely  written  on  paper,  like  any 
other  Promissory  Notes  :  and  they  were  for  any  snms.  In  1729, 
Child  &  Co.  introduced  the  practice  of  ha\ing  their  Notes  partly 
printed  and  partly  written,  like  a  modern  cheque*  But  still  they 
wtre  not  like  modern  bank  notes  for  even  pounds :  bat  jost  for 
any  odd  mms  that  might  be  required,  like  a  cheque 

London  bankers  appear  to  have  issued  their  own  notes  till 
about  1793 :  when,  perhaps,  the  panic  of  that  year  may  have 
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shomi  them  the  danger  of  having  their  notes  in  the  hands  of  the 
public  :  and  it  seems  that  they  discontinued  issning  them  about 
that  time.  But  they  were  never  forbidden  to  issue  notes  till  the 
Bank  Charter  Act  of  1844 

Opiratiom  by  mmm  of  Chiqmi 

10,  When,  therefore,  a  banker  has  created  a  Credit,  or  De- 
posit, in  favour  of  a  customer,  he  can  put  this  Credit  into  cir- 

culation either  by  means  of  the  banker^s  own  Note,  or  by  me^ina 
of  a  Cheque  :  and,  when  he  does  so,  the  following  different  results 

may  t^e  plact — 
1.  The  customer  himself,  or  the  holder  of  the  Cheque  or 

Note,  may  draw  out  the  actual  money  :  if  they  do  so,  the  banker's 
liability  is  extinguished.  It  is  a  resale  of  money  to  the  holder  of 
the  Note  or  Cheque,  and  the  banker  buys  ap  the  Right  of  action 
against  himself 

2.  The  Cheque  or  Note  may  circulate  in  commerce,  and  effect 

any  number  of  payments,  exactly  like  money  :  and  it  may,  ulti- 
mately, be  paid  into  the  account  of  another  customer  of  the  same 

bank,  and  the  series  of  transactions  finally  closed  by  the  mere 
transfer  of  Credit  from  one  account  to  another 

8.  The  Cheque  or  Note  may,  after  performing  a  similar  num- 
ber of  exchanges,  fall  into  the  hands  of  the  customer  of  another 

bank,  and  be  paid  into  that  bank.  So  the  banker  becomes  debtor 
to  the  customer  of  another  bank.  But  if  the  banker  A.  becomes 
debtor  to  the  customers  of  the  banker  B.,  the  chance-s  are  tJmt 
about  an  equal  number  of  the  customers  of  the  banker  A.  will 
have  claims  against  the  banker  B.  If  the  mutual  claims  of  the 
customers  of  each  bank  on  the  other  are  exactly  equal,  the  re* 
spective  orders  are  interchanged,  and  the  Credits  re^adjuated  ta 
the  accounts  of  the  different  customers,  without  any  payment  in 
money.  Thus,  if  the  mutual  claims  among  any  number  of  bunkers 
exactly  balanced,  any  amount  of  business  might  be  carried  on 
without  requiring  a  siugle  coin.  Formerly,  if  the  mutual  claims 
did  not  balance,  the  differences  Ubed  to  be  paid  in  coin  or  bank 
notes ;  but  now,  by  on  ingenious  arrangement  at  the  Cleariiig 

Houee,  the  nse  of  coin  and  bank  note!«  in  entirely  d  '       u  i 
ud  &U  the  baoki  in  the  cJeacing  are  really  and  pia  i*.4 

^m m 
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into  one  huge  banking  institution  for  the  purpose  of  tmnsf erring 
Credits  amongst  each  other,  just  as  Credits  are  usually  transferred 
from  one  account  to  another  in  the  same  bank  without  a  single 
coin  being  inquired 

On  Ihe  Legal   Relation   Mwem   Banker   and 
Customer 

11.  It  mnst  be  carefully  observed  that  the  Legal  Relation 
between  Banker  and  Customer  is  simply  that  of  Debtor  and  Cre» 
ditor.  When  a  customer  pays  in  money  to  his  account,  he  cedeii 
the  absolute  property  in  the  money  to  his  banker :  and,  in  exchange 
for  it»  he  acquires  nothing  but  a  Bight  of  action  to  demand 
an  equal  sum  at  any  time  he  pleases 

There  is  so  much  misapprehension  on  this  pointy  and  in 
speaking  of  banking  business  it  is  so  often  implied  that  the  money 
placed  with  a  banker  still  belongs  to  the  ciistoraer,  that  it  may  be 
of  advantage  to  quote  the  words  of  Lord  Chancellor  Cottenhara, 
in  the  case  of  Foktj  \\  Hill,  in  the  House  of  Lords  {2  H.  L.,  cases 

28)-^**  Money,  when  paid  into  a  bank,  ceases  altogether  to  be  the 
money  of  the  principal :  it  is  then  the  money  of  the  banker,  who 
is  then  bound  to  iietnrn  an  equivalent,  by  paying  a  similar  sum  to 
that  deposited  with  him,  when  he  is  asked  for  it.  The  money 

paid  into  the  banker's,  is  money  known  by  the  principal  to  bo 
placed  there  for  the  purpose  of  being  under  the  control  of  the 

banker  ;  it  is  then  the  bauker's  money :  he  is  known  to  deal  with 
it  as  his  own  :  he  makes  what  profit  of  it  he  can :  which  profit 
he  retains  to  himself,  paying  back  only  the  principal,  according  to 
the  custom  of  bankers  in  some  places :  or  the  principal  and  a 
email  rate  of  interest,  according  to  the  custom  of  bankers  in  other 
places.  The  money  placed  in  the  custody  of  a  banker  is,  to  all 
intents  and  purposes,  the  money  of  the  banker,  to  do  with  as  te 
pleases  :  he  is  gnilty  of  no  breach  of  trust  in  employing  it :  he  is 
not  answerable  to  the  principal  if  he  put  it  into  jeopardy — if  he 
engages  in  a  hazardous  sjjeculation  :  he  is  not  bound  to  keep  it,  or 
deal  with  it  as  the  property  of  the  principal :  but  he  is,  of  course, 
answerable  for  the  amount,  because  he  has  contracted,  haviag 
received  that  money,  to  repay  the  principal  when  demanded,  a 

earn  equivalent  to  that  paid  into  his  hands  '* 
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It  mtist,  therefore,  be  careMly  observed  that  a  *'  banker  "  in 
no  way  resembles  the  treasurer  of  a  public  fund,  or  a  solicitor,  or 
a  money  scrivener,  who  are  mere  trustees  of  the  money  entrusted 

to  them.  If  a  **  banker"  were  the  mere  trustee  of  the  money 
placed  with  him^  he  would  not  be  entitled  to  use  it  for  bis  awa 

purposes It  is  often  the  custom  of  persons  to  say  that  they  have  so 

much  ** money"  at  their  banker's:  bnt  such  an  expression  ia 
entirely  erroneous  :  they  have  no  **  money  '*  at  their  banker's : 
they  have  nothing  but  a  Right  of  action  to  demand  so  much 

money  from  their  banker 
As  a  consequence  of  this  relation  between  banker  and  customer, 

if  a  customer  were  to  leave  a  balance  at  his  banker's  for  six  years, 
without  operating  on  his  account,  the  banker  might,  if  he  cho6e» 
refuse  to  pay  the  balance,  under  the  Statute  of  Limitations  :  bat 
if  it  were  a  mere  Trust,  he  could  not  refuse  :  beoauae  that  SUitnte 

does  not  apply  to  Trusts 
Another  eonaequence  of  this  relation  is  that  a  Cheque  is  a  BiH 

of  Exchange,  and  not  a  Draft :  it  is  an  Order  addressed  by  a  Crd* 
ditor  to  his  Debtor,  and  not  to  hia  Trustee  or  Bailee :  to  call  m 
Cheque  a  Draft,  as  is  often  doaej  is  to  mistake  the  relation  between 
Biiiiker  and  Customer 

On  the  Legal  Contract  Mufem   Banker  and 
Custodier 

12.  It  hns  been  shown  that  the  Legal  Relation  between 
Banker  and  Customer  is  simply  that  of  Debtor  and  Creditor 

Nevertheless^  there  is  an  important  distinction  between  ui 
ordinary  Debtor  and  a  banker  Debtor 

An  ordinary  Debtor  is  not  bound  at  Common  Law  to  accept 
or  pay  a  bill  drawn  niK)n  him  by  his  Creditor  without  his  own 
con&cnt ;  even  tltou^li  he  should  admit  that  he  possessed  funds  ; 
nor  if  his  Creditor  asaigna  his  Debt  is  he  bound  to  pay  the  Trans- 

feree ;  nor  has  the  Transferee  an  action  against  him  in  his  own 
name  :  because  there  is  no  privity  of  contract  between  the  Debtor 
and  the  Transferee :  and  the  Creditor  boa  no  power  to  stipulate 
that  the  Debtor  should  pay  the  Transferee ;  natess  he  expreaalj 
cou^nts  U)  do  so 
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The  Transferee  can  only  sue  the  Debtor  under  the  name  of 
the  Tranaferor :  or  the  Trausferor  can  sue  as  the  Trustee  of  the 
Transferee 

If,  however,  the  Debtor  had  entered  into  an  Obligation,  nnder 
seal,  promising  to  pay  an  assignee,  or  bearer :  or  had  accepted  a 
Bill  of  Exchange  payable  to  order,  or  to  bearer :  then  the  Trans* 
feree  might  sne  him  in  bis  own  name,  because  the  consent  of  the 
Debtor  had  created  a  privity  of  contract  between  himself  and  the 
Transferee 

But  the  case  of  a  Banker  Debtor  has  always  been  different. 
In  order  to  encourage  persons  to  place  their  money  with  them,  the 
Goldsmith  Bankers  agreed  that  their  customers  should  have,  as 
nearly  as  possible,  the  same  facilities  for  transferring  their  Rights, 
as  if  they  had  the  money  itself  in  their  hands 

Consequently,  from  the  very  first,  it  was  always  the  Custom  of 
bankers  that  their  customers  might  either  demand  payment  them- 
flelvea  ;  or  t!iey  might  transfer  their  Eights  of  action  to  any  one 
else  they  pleaBed^  or  to  bearer 

By  the  very  nature,  therefore,  of  the  Consensual  Contract, 
termed  the  Custom  of  Bankers,  a  banker  having  funds  of  his 
customer,  ia  in  the  poaition  of  an  ordinary  Debtor  who  has 
accepted  a  Bill  payable  to  order,  or  to  bearer 

Hence,  while  no  simple  admission  of  the  poflBession  of  funds 
by  an  ordinary  debtor  can  compel  him  to  pay  the  holder  of  a  Bill 
drawn  on  him,  without  his  own  consent ;  the  admission  of  the 

possession  of  fnnds  bj  a  banker  operates,  ̂ so  facio^  as  a  legal 
acceptance  of  any  Cheques  or  Bills  drawn  on  him  by  his  customer: 
and  gives  the  holders  of  them  a  Kight  of  action  against  him 

It  has  sometimes  been  supposed  that  the  holder  of  a  Cheque 
has  no  action  against  a  banker,  even  though  he  possesses  funds  of 
his  customer,  because  he  has  not  accepted  the  Cheque 

But  this  is  to  overioi)k  the  special  conditions  of  the  relation  of 
Banker  and  Customer.  By  that  contract  he  specially  ngreea  with 
his  customer  to  pay  any  one  to  whom  his  customer  may  transfer 
hifl  Right  of  action  :  and,  therefore,  if  the  holder  can  prove  that 
he  has  funds  of  his  customer  in  his  hands,  he  has  an  action 

against  him 
In  Jjmrndg$  t«  Broadhml  (4  H,  &  N.,  612),  Martin,  B.| 
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said — **  A  banker  is  in  the  position  of  a  person  huving  in  hts 
bands  the  money  of  another,  which  he  is  at  any  moment  liable  to 
be  called  upon  to  pay :  and  the  Courts  have  grasped  at  that  to 
make  a  contract  between  the  banker,  his  customer,  and  a  third 
party,  for  the  payment  of  the  money  to  the  latter,  operate  as  ̂  
transfer  of  the  money,  so  that  an  action  for  money  had  and 

received  can  be  maintained  for  it."  It  is  not  exactly  that  the 
Courts  have  made  the  contract :  they  only  give  effect  to  thtJ 
fundamental  contract  which  the  banker  has  voluntarily  entered 
into  with  his  cust-omer 

Mror  of  the  Common  Description  of  Banking 

13.  From  the  preceding  account  of  the  actuai  mechanism  of 
Banking,  it  will  be  seen  what  a  complete  misconception  it  is  of 
the  nature  of  Banking  to  say  that  bankers  are  merely  agents  or 

intcrmediai'ies  between  persons  who  wish  to  lend  and  persons  who 
wish  to  borrow*  This  is  entirely  untrue  in  the  ordinary  sense  of 

"  lending'*  and  '*  borrowing  :  "  because,  in  the  ordinary  case  of 
**  lending,"  the  lender  deprives  himself  of  the  nse  of  the  thing 
lent.  But  when  a  person  pays  in  money  to  his  banker,  he  has  no 
intention  whatever  of  depriving  himself  of  the  use  of  it.  On  the 
contrary,  he  means  to  have  the  same  free  command  of  it  as  if  it 

were  in  his  own  house.  The  customer,  therefore,  "  lends "  his 
money  to  his  banker^  but  at  the  same  time  has  the  free  use  of  it« 
The  banker  employs  that  money  in  promoting  trade,  Upon  tha 
strength  of  it  Ixiing  deposited  with  him  he  buys  Debts  with  his 
Promises  to  pay,  several  times  exceeding  the  amount  of  the  cash 
placed  with  him  :  and  the  persons  who  sell  him  their  debts  have 

the  free  use  of  the  very  same  coin  which  the  **  lender  '*  has  the 
same  right  to  demand.  Thus  the  **  lender  '*  and  the  **  borrower  '* 
have  the  same  rights  at  the  same  time  to  demand  the  same  coin. 
And  all  banking  depends  on  the  calculation  that  only  a  certain 
portion  of  each  set  of  customers  will  demand  the  actual  cash ;  but 
that  the  majority  will  be  satisfied  with  the  mere  promise  to  pay, 
or  the  Credit 

Banking  is  a  specie  of  insurance :  it  is  practically  possilile 
that  a  banker  may  be  called  upon  to  pay  all  his  liubilitics  on 
demand  at  once»  just  as  it  is  tlkeoreticaliy  possiblo  that  alt  the 



THK    CI.EAIUN'G    HOLSE 337 

lives  insnmT  in  nn  ofRtre  may  drop  nt  tlie  same  iTiFtnnt,  ns  it  if 
theoretically  |>OvHihJe  that  ull  tlie  hoaxes  iiisnred  in  an  office  may 
be  burnod  down  ul  the  same  instant.  A  large  and  snddcn  demand 
fur  money  on  a  bank  ig  termed  a  Run  ;  and  a  ran  npcm  a  Bank 
is  anulofjous  to  a  pestilence  or  a  coiiflnfjmtjon  to  an  Insurance 
OfficCp  But  nil  Insurance  and  Banking;  is  hmed  upon  the  ex- 
pecLation  that  these  contingencies  will  not  hnppen.  A  banker 
mnliiplm  bis  liabilities  to  pay  oq  demand,  and  keeps  by  him  & 
sufficient  amount  of  cash  to  ensure  the  immediate  payment  of  all 
claims  which  are  likely  to  be  dcmaaded  at  one  lime.  If  a  pressiire 
ooraes  upon  him,  he  must  sell  some  of  the  securities  he  has  bought, 
or  borrow  money  on  them 

On  ihn  Clearing  House 

14.  We  may  say  a  few  words  here  ahont  the  Cloariuir  Ilonge, 
TCopecting  which,  as  ia  everything  relating  to  banking,  there  is 
great  misconception 

It  is  usually  supposed  that  the  Clearing  Honse  is  an  example 

of  the  principle  of  (Compensation,  and  that  the  Credits  exchanfjed 
in  it  are  extinguished.  In  foreign  treatises  it  is  usually  caUed 
Mftiaon  de  Liquiikithn.     This,  however,  is  a  complete  error 

It  has  been  seen  that  if  any  number  of  the  customers  of  the 
same  bank  have  transactions  among  themselves,  and  give  each 
other  Cheques  on  their  accounts,  any  amount  of  transactions  may 
be  settled  by  the  simple  transfer  of  Credits  from  one  account  to 
another,  without  a  single  coin  being  required,  so  long  as  tbo 
receivers  of  the  Cheques  do  not  draw  out  the  money 

The  Clearing  system  is  a  device  by  which  all  the  banks  which 
join  in  it  are  fonued,  as  it  were,  into  one  huge  bmking  institution 
for  the  purpose  of  transferring  Credits  from  one  bank  to  another, 
just  in  tlie  same  way  as  Credits  are  transferred  from  one  account 
to  another  in  the  same  bank,  without  the  use  of  coin 

Suppose  that  a  customer  of  the  Commercial  Bank  has  £100 
in  notes  of  the  Royal  Batik  paid  to  him  :  then  he  is  the  Creditor 
of  the  Royal  Bank  to  that  amount.  If  he  pays  these  notes  into 
bis  account  with  the  Commercial  Bank,  he  constitutes  the  Com- 

rnerriid  W'Mxk  his  agent  to  obt-^iin  pnymeut  of  thcso  notes  from 

the  Royal  Bank;  and  to  place  the  pi^ocecck  to  his  oi*count 
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Suppose  that,  in  a  similar  way,  a  customer  of  the  Royal  Bink 
has  been  paid  £100  iu  notes  of  the  Commercial  Bank,  and  pays 
them  in  to  his  account.  Then  he  constitutes  the  Royal  Bank  his 
agent  to  obtain  payment  of  the  notes  from  the  Commercial  Bank, 
and  to  place  the  proceeds  to  his  account 

Each  bank,  iu  such  a  case,  is  Debtor  to  the  customer  of  the 
other 

Tlie  full  way  of  proceeding  would  be  for  each  bank  to  send 
a  clerk  to  the  other  to  obtain  payment  of  its  notes  in  cash.  Each 
bank,  then,  having  obtained  payment,  would  carry  the  proceeds  to 
the  Credit  of  its  own  customer.  Thus  each  bank  would  pay  away 
£100  in  cash  :  and  it  would  require  £200  in  cash  to  settle  the 
business.  When  this  was  done,  each  bank  would  be  Debtor  to  its 

own  customer:  and  the  Qaantity  of  Credit  would  be  just  the 
same  as  before.  The  only  difference  would  be  that  each  bank, 
instead  of  being  Debtor  to  the  customer  of  the  other  bank,  would 
be  Debtor  to  its  own  customer 

The  transaction,  however,  may  be  effected  in  a  much  simpler 
way.  Let  the  a;]:ents  of  the  two  banks  meet.  The  agent  of  the 

Commercial  Bank  says — "  In  consideration  of  your  giving  up  to 
me  the  notes  on  which  I  am  Debtor  to  your  customer,  I  agree  to 

become  Debtor  to  my  own  customer  for  their  amount."  In  exactly 
Bimilar  way  the  agent  of  the  Royal  Bank  says — **  In  consideration 
of  your  giving  up  to  me  the  notes  upon  which  I  am  Debtor  to 
your  customer,  I  agree  to  become  Debtor  to  my  own  customer  to 

that  amount.**  The  agents  of  the  two  banks  then  ezcbange 
notes  :  and  each  bank  having  received  £100  in  its  notes — that  is, 
l>eing  released  from  its  Debt  to  the  customer  of  the  other,  which, 
as  we  have  already  seen,  is  equivalent  to  a  payment  in  money- 
enters  the  amount  to  tlie  Credit  of  its  own  customer 

By  tliis  means  each  bank,  instead  of  being  Debtor  to  the 
customer  of  the  other,  is  now  Debtor  to  its  own  customer :  and 
the  use  for  £200  in  cash  is  saved 

However  numerous  the  banks  may  be  which  join  in  this 
system,  the  effect  is  exactly  the  same.  Credits  are  not  destroyed : 
they  are  only  transferred  from  one  bank  to  the  other,  without  the 
use  of  coin.  The  importance  of  this  method  may  be  understood, 
when  Credits  to  the  amount  of  about  £6,000,000,000  are  annually 
transferred  between  the  different  bauk6  which  joiu  iu  the  Ljndua 
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CTcnTing  Honse,  without  the  nse  of  a  single  coin.  And  thin 
is  seen  its  great  importaoce,  iu  a  Udliuiial  poiut  of  view,  in 
economising  the  nsa  of  coin 

On  ik4  Cautioa  Necesmrt/  in  apph/hiff  Mathezaatics  to 
Economics 

15.  We  now  bcc  how  neccssfirr  it  is  to  be  cautious  in  appljinj^ 
Mathematics  to  Economics  :  and  how  necessary  it  is  to  hnvo  t% 
precise  and  accurate  statement  of  the  facts  :  so  that  the  Mathc- 
Tuatics  Diaj  be  subservient  to  the  facts  :  and  not  the  tnistres*! 
of  them 

Several  distinr^uished  Algehraists — Peacock,  Balfour  Stewart, 
and  Tait — in  acknowledLrinv  that  Debts  arc  Ncy;ative  QurmtitieH. 

put  it  in  this  way—**  If  property,  [xj^^e^sed  or  due,  could  be 
denoted  by  a  iinmher  or  *iynil>ol  witli  u  Positive  sign,  a  Debt 
would  be  indicated  by  a  a  umber  or  syiuljol  with  a  Negative  sign, 

or  tH>nver8ely  :  such  atlections  of  property  are  con^ectly  Fyinbolised 
bj  the  signs  +  and  —  ;  since  tln-y  possess  the  iti verse  relations 
to  each  other  which  the;-e  signs  require :  for  if  to  a  person »  A., 
there  be  given  a  certain  property,  or  sum  of  money,  combined 
with  or  added  to  a  Debt  of  ef^ual  amount,  his  Wealth  or  Propeity 

remains  the  same  as  l)efure  '' 
This  mode  of  statement  is  correct  in  a  certain  sense  :  if  a 

person  were  going  to  retire  from  business  he  would  call  in  and 
discharge  bis  liabilities,  and  the  remainder,  if  any,  would  be  his 
fuituno 

But  snch  a  mode  of  statement  is  quite  unsuitable  for  tbo 
science  of  Economics  ;  as  is  shown  most  clearly  when  it  is  iipfilted 
to  Banking.  Becatisc,  when  a  banker  buys  £10,OUO  in  cjish  from 
customers  he  is  exactly  iu  the  position  described  by  these  Alge- 

braists, lie  htis  bought  £10,000  in  cash  from  bis  customers  by 
creating  an  exactly  equal  amount  of  Rights  of  actioUj  or  Debt*, 
against  himself:  his  property  is,  therefore,  correctly  t^tated  at 
£10»000  —  £10,000:  and  therefore,  no  doubt,  substantijdly 
he  is  exactly  in  the  same  poiiition  zis  he  was  before:  he  is  neither 

the  richer  nor  the  po^jrer 
Bat  that  is  an  extremely  incorrect  view  to  take  of  the  matter 

aii  rcijurds  the  science  of  Kcouoinics.     Economrc^s  has  only  to  dy 
Z  2 



340     TUEORY  AND  PRACTICE  OF  BANKINa 

with  the  number  of  Economic  Quantities  in  existence  at  any  given 
instant,  and  with  their  exchangeable  relations 

Now,  so  long  as  the  money  is  left  in  the  banker's  hands  it  is 
his  property.  But  his  customers  have  at  the  same  time  an  exactly 
equal  amount  of  Rights  of  action  against  him  ;  which  they  can 
put  into  circulation,  like  money,  and  which  may  effect  exchanges, 
or  payments,  exactly  in  the  same  way  as  if  they  were  actual money 

No  doubt  the  banker  is  subject  to  an  equal  amount  of 
Debts ;  but  we  have  shown  that  the  true  interpretation  of  the 
Negative  sign,  as  applied  to  Dehta^  is  a  mere  personal  Duty 
to  pay:  and  that  this  has  no  effect  in  an  Economical  point  of 
view  until  the  Debtor  is  actually  called  upon  to  perform  his  duty : 
and  when  he  has  done  so  the  Right  of  action  is  extinguished,  aud 
ceases  to  exist  as  an  Economic  Quantity 

The  liabilities  of  a  banker,  or  Banking  Credits,  are  Exchange- 
able Quantities,  which  may  be  sold  or  tninsferred :  hence,  all 

these  Rights  of  action,  while  they  exist,  are  independent  Ex- 
changeable Quantities.  When  they  are  paid  off  and  extinguished 

they,  no  doubt,  cease  to  exist :  but  everything  else,  when  it  is 
destroyed,  ceases  to  be  an  Economic  Quantity.  These  Rights  of 
action,  while  they  exist,  are  governed  by  exactly  the  same  rules  as 
any  other  Economic  Quantities 

To  shew  the  subtle  nature  of  the  question,  let  as  again  con- 
sider the  accounts  between  a  banker  and  his  customers.  From 

the  banker's  point  of  view  his  Assets,  whether  Cash  or  Bills,  are 
his  absolute  Property  (+) :  and  his  Liabilities  are  his  Debts  ( — ): 
and  his  accounts  would  be  stated  thus — 

Liabilities  Absbts 

Deposits   £49,600 Cash           £10.C0O 
Bills  of  Exchange  . .     40,000 

£40,600      >  £50,000 

But,  from  the  customers'  point  of  view,  the  case  is  exactly 
reversed.  The  banker's  Liabilities  are  the  absolute  Property  of 
his  customers  (4-) :  and  they  have  claims  to  that  amount  against 
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the  banker's  As^eta  (— ).     Ht-iice,  fvrnn  the  customers'  point  of 
view,  the  atx'ouiiu  would  sUiud  thiia — 

+ 
I>«IKRS)t« 

£  vjxm Cfl?h 

Balttuoe     •!-         •  • 

£0.600 
40,0CO 

£llf.600 

£400 

Hence,  generally,  the  accouuts  between  a  bauker  and  bis  customers 

may  l>e  stated  thus— 

D«potlti   ..         ..        ..  £49,000 

irhere  the  nppcr  or  lower  si^ns  arc  to  be  token  according  as  they 

arc  regarded  from  the  banker's  or  the  customers*  point  of  view 
The  fact  is,  that  every  Obliteration  b*':irs  the  double  Bn^n  +  * 

and  tiiese  up[M)sitt'  sijrns  do  not  cancel  each  other,  us  many  sup* 
pose  :  bnt  the  Oblii^ation  h  a  saleable  and  cxchttngcable  Qnuatity 
as  long  as  it  exists  :  uud  until  it  is  paid  otF  and  extinguished 

Cash 

•  • 
*.     £9.600 

..      40,000 

Balance     .. £49,U«)0 ,.      £4eu 

On  the  Scotch  System  of  Baiikirg 

16.  The  Cn^dit  created  by  Bonkers  in  the  operntions  we  have 
been  describlujjT  was  employed  to  buy  Comnierciul  Billg,  which 
arise  out  of  the  Tmn^/rr  of  commodities :  and  it  has  been  seeu 
that  they  conld  create  Credit  to  several  times  the  amount  of  Cafih 

in  their  iKis^s^inn.  And  some  writers  imH'jiuc  that  this  is  the 

limit  of  le*^itiniale  C'lfdit.  We  have  now  to  deRn'il>e  n  species  of 
Cri'dit  of  a  totally  differetjt  sp<.^c»c3,  invented  iu  Scotland,  and  to 
which  the  marvellous  pro;2:rosa  of  that  eonntry  is  mainly  due.  It 

i.-*  Cjvdit  cn/ati'd.  not  for  the  puqiose  of  translerrinj*  commodilica 
almnly  in  existence  ;  but  for  the  express  purjiose  of  cnllin*^  New 
prtKincts  into  existence.  It  is  entirely  of  the  nature  of  Accom* 
modation  Paper:  and  it  wilJ  show  dct^isi vdy  that  there  ia 

nothing  m  the  nature  of  Accommodation  Pa[Mjr  moR^  dangerous 



342     THEORY  AND  PRACTICE  OF  BANKING 

or  objectionable  than  Real  Paper :  bat  that,  on  the  contrary,  they 
Btand  on  exactly  the  same  footing  of  security :  and  also  that 
Credit  is  equally  applicable  to  call  new  products  into  existence 
as  to  Transfer  those  already  existing 

When,  after  a  long  period  of  inactivity,  the  energies  of  a  people 
are  suddenly  turned  into  an  industrial  direction,  they  find  innn« 
merable  enterprises  which  would  be  profitable  if  only  they  possessed 

the  means  of  setting  them  a-going.  The  quantity  of  money  which 
was  sufficient  for  a  non-industrial  people  is  now  found  to  be  wholly 
inadequate  to  the  increased  demand  for  it :  and  the  only  conse* 
quence  can  be,  that  if  there  is  a  greatly  increased  demand  for  the 
existing  quantity  of  money,  the  Rate  of  Interest  will  rise  pro- 

portionally, and  to  such  an  extent  as  to  preclude  all  possibility  of 
profit  from  such  enterprises  even  if  eflFected 

It  is,  therefore,  invariably  found  that  whenever  this  takes 
place,  multitudes  of  schemes  are  set  afloat  for  increasing  the 
quantity  of  money 

For  many  centuries  after  the  Conquest,  England  was  essentially 
a  feudal  and  military  nation.  Its  Law  also  was  almost  entirely 
feudal,  and  related  to  the  tenure  of  land.  Merchants  and  commerce 
were  held  in  very  subordinate  esteem,  and  Commercial  Law  had 
no  existence.  In  the  sixteenth  century  the  energies  of  the  nation 

were  absorbed  in  religious  controversies  ;  and  in  the  fii-st  half  of 
the  next  century  in  politics.  At  length,  in  the  reign  of  Charles  II., 
men,  weary  of  polemics  and  politics,  began  to  devote  themselves 
more  to  industry  and  commerce  :  and  this  was  greatly  stimulated 
by  the  manifest  advantages  of  banking  which  had  just  been 
introduced  into  England 

Among  fields  of  enterprise  at  that  period,  none  seemed  more 
promising  than  agriculture.  But,  unfortunately,  all  the  available 
specie  was  absorbed  in  commerce :  none  was  to  be  had  for  agri« 
culture ;  or,  at  least,  only  at  snch  rates  as  to  be  practically 

prohibitory 
In  no  species  of  industry  are  the  profits  so  moderate  as  ia 

agricnltuie.  Hence,  if  Capital  has  to  be  borrowed  to  effect  im- 
provements in  agriculture,  it  is  rcquisite  that  it  should  be  at  a 

very  low  rate  of  interest.    The  usual  rate  of  intei*est  in  Charles 
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n/s  Tf^l^n  W!\s  ten  per  cent.^  and  few  imi^roTcment^  in  agrictiltuix* 
cyulU  bear  that  rate 

It  was  tliifl  real  want  which  gave  rise  to  the  echemcs  of  Asjritl» 

Bnsco[»,  CJiuinb'rlen,  Law,  and  others,  for  the  purpose  of  turning 

the  Land  iii'o  Muucy,  which  were  so  rife  at  this  yieiiod  :  and 
which  are  descrikMl  iu  a  subsequent  clinpter 

Otie  of  tlie&c  st'hemes  was  attempted  to  he  carried  out  in  ]C')»j. 
The  Ministry  of  Williaui  II L  was  not,  ns  is  now  the  cupc^  formed 

r-fxclusivelj  of  one  party  in  the  State  :  it  was  a  pnrtly  Whi^jj  and 

partly  Tory.  In  1094,  the  Whi*^  portion  of  the  Ministry  sue- 
cveded  iu  founding  the  Bank  of  Kn«^land»  which,  besides  sisnisting 
the  Government  in  the  war  with  France,  was  spechdly  intended  to 
benefit  commerce 

Tiie  iinnieiise  ftenetit  of  tlie  Bank  of  Knerhuid  was  so  evident 

that  the  Tory  portiun  of  tlie  Miuisti'y  endeavonred  to  f<aind  a 
Bank  which  shuuld  also  assist  the  Government,  and  be  s|xH-ially 
for  the  benefit  of  agiieiikure.  It  was  attempted  tu  Ijo  funnded  in 
10U6  ;  and  was  cnlled  tlie  Land  Bank.  Bat  the  attempt  did  nut 

succeed  :  and  its  failure  was  one  of  the  causes  which  prmhiced  the 
stoppage  of  the  Batik  in  1097,  There  were,  no  doubt,  defects  in 
the  scheme  which  fully  accounted  for  its  failure  :  but  the  want 

was  very  real  :  and  the  idea  was  perfectly  sound 

Amont;  the  projectors  of  basing  Paper  Money  on  land,  the 
most  celebrated  was  John  Law  :  and  he  laid  a  scheme  before  the 

Scotch  rarliament  in  1705  :  which  they,  fortunately,  rejected  : 
it  was  carried  out  in  France,  in  1721,  under  t)ie  name  of  tho 

Mississippi  scheme 

Tliis  is  not  the  place  to  L,nvo  an  account  of  I*aw*i^  scheme, 
w*hieh  is  done  in  a  future  chapter :  but,  ten  years  after  its  failure 
hi  Kranee,  iht^  Scotch  banks,  by  the  admirable  invention  of  C;ish 
Credits,  pnsfied  Civdit  to  the  utmost  extent  of  its  legitimate 

limits,  and  realised  all  that  was  practicable  in  tlie  schemes  of 
As^nll,  Briscoe,  Chanil>erlen,  and  Law,  And  it  is  to  these  Cash 

Citdits  that  the  principal  prog^'css  of  Scotland  in  agriculture  and 
all  public  works  is  due 

Moreover,  after  the  end  of  the  seven  year.-**  war,  in  175(1,  an 
ingenious  merL-hnnt  devised  a  scheme  for  Land  Banks,  in  Germnuyj 
anil  it  is  to  these  Lund  Banks  thiit  the  priiicipal  part  of  tio 

progi^c^  of  i*^'ricnUurc  in  Ccutml  EuroiH*  k  due 
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On  Cash  Credits 

17.  The  Br\nk  of  Sc-otland  was  fomuled  in  1(5J>5.  with  powera 
of  uDliiiiited  issue,  both  in  amount  and  denoniiuatiou.  At  first  it 
only  issued  Not<?s  of  £100,  £50,  £10,  aod  £5.  Thoucrh  several 
tiniea  advised  to  do  so,  they  did  nut»  at  first,  issue  £1  notes  :  but* 

lu  1704,  they  be;,^an  to  do  so.  The  bank  received  a  monopoly  of 
baokiDg  for  21  years:  and,  in  1727,  after  the  expiry  of  the 
monopoly,  the  proj>rietoi«  of  the  Etjuivalent  Fund  were  endowed 

hj  Royal  Charter  with  the  powers  oi'  Banking,  and  they  assumed 
the  name  of  the  Royal  Bank 

In  the  very  contracted  sphere  of  commerce  in  Scotland  at  that 
time  there  were  not  sufficient  Commercial  Bills  in  eiroulatioa  to 

exhaust  the  Credit  of  the  banks  :  they  had,  as  it  were,  a  superflnity 
of  Credit  on  hand  :  and  the  new  bank  devised  a  new  scheme  fuf 

getting  its  Ci'edit  into  circuhition 
It  agreed,  on  receiving  suJiicient  guarantees,  to  open  Ctedita 

to  certain  limited  amounts  in  favour  of  respectablo  and  tmst- 
worthy  persons 

A  Cash  Cit^dit  is,  therefore,  a  Drawing  Account  created  in 
favour  of  a  customer,  upon  which  he  may  operate  precisely  in  the 

same  manner  as  an  oi-dinary  account  :  the  only  difference  being 
that  instead  of  receiving  intei*est  on  tlie  daily  balance  at  his  Credit, 
he  pa)^  interest  on  the  daily  balance  at  his  Debit.  It  is,  therefore^ 

mci\»ly  an  Inverse  drawing  account 
Cash  Cit'dits  are  applicable  to  a  totally  different  class  of  traiift* 

actions  to  those  which  give  rise  to  Bills  of  Kxchimge :  one 
difference  being  that  Bills  of  Exchange  arise  out  of  the  transfer  of 
cQmmoditicB,  and  ure  payable  in  one  sum  at  a  fixed  dale  :  ̂ hile 
Cash  Credits  are  not  issued  on  the  transfer  of  commodities  :  or 

on  uiiy  previous  transactions  :  and  are  not  repayable  in  one  mm 
lit  a  fixed  date  :  but  are  a  continuous  working  account 

All  udvanccs  on  Cash  Credits  are  made  exclusively  in  the 

bank'si  own  notes 

18*     lu  order  to  understand  clearly  the  principles  of  the 
system,  it  is  only  neeessury  to  recur  to  our  fundamentiU 
or  concept :  because  a  true  fundamental  definition,  or  «         i  .  ii 
the  polct^tar  to  guide  u»  through  all  dillicultics  and  perpkxitica 
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It  htm  been  fthown  in  the  precedinj^  dmpters  that  the  troc 

dc^finition  of  Credit  m  the  *'  Present  Bight,  or  the 

Present  Value,  of  a  Future  Profit :  "  uud  every  futuro 
Profit,  from  wluitrcver  source  afisintr,  or  of  whatsoever  nature,  has 
a  Present  Value,  whkh  may  be  brought  into  coiDmerce,  and 
Uiay  be  l>ought  and  sold  like  any  material  chattel 

It  has  bet*n  shown  that  the  Land  is  an  Economic  Qnantitj; 
which  produces  a  continuous  series  of  Profits  :  and  that  a  Trader 

exercisiDf^  any  profitable  businoBs  is  an  Economic  Quantity 
analof^oua  to  land^  hs  he  produces  a  continuous  series  of  profits 

We  have  explained  the  system  of  Mercantile  Credit :  and 
shown  that  its  true  limits  are  the  future  profits  :  that  all  Credit 

is  sound  which  is  redeemed  hy  the  future  profits  :  and  that  Mer- 
cantile Banking  consists  in  buying  the  Present  Values  of  these 

Future  Prolits 

Now,  having  argued  frora  the  Land  to  Commerce,  let  110 
reverse  the  case,  and  argue  from  Commerce  to  Land 

ir  every  fiiture  Commercial  Prt:*fit  has  a  Present  Value,  which 

can  be  brought  into  Commerce  and  exchanged,  the  same  is  equally 
true  of  the  Land.  The  Present  Value  of  every  future  profit  from 
the  huud  may  be  equally  brought  into  Commerce  and  exchanged* 
And  if  the  Credit  l>e  strictly  limited  to  the  future  Profits  of  the 

Lund,  Credit  may,  under  certain  condition^*,  be  created  in  anti* 
cii^ition  of  the  future  Profits  from  the  Land,  as  safely  aa  in 
anticipation  of  the  future  Profits  from  Commerce 

Cash  Credits  are  Hpplied  in  two  different  ways :  (1).  To 

aid  private  persons  in  different  ways :  (2).  To  promote  agriculture 

aud  all  public  works 

Cash  Credits  ffranfed  in  aid  af  Persons 

10.  Every  man  in  business,  however  humble,  or  however 
extensive,  must  necessarily  keep  a  certain  portion  of  ready  money 

by  him,  to  answer  immediate  demands  for  small  daily  expenses, 

■  H'ajres,  and  other  thiui;s.  This  could,  of  eoui'se,  be  much  more 
fpnjfitably  employed  iu  his  business,  where  it  migla  pixxiuce  a 
profit  of  fifteen  to  twenty  \>er  cent,  instead  of  lying  idle.  But, 

unless  the  trader  knew  that  he  CMuld  command  it  at  a  moment^s 
flotice,  he  would  always  be  obliged  to  keep  u  certain  portion  o( 
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ready  money  in  his  own  till,  or  he  must  be  able  to  command  the 

use  of  some  oue's  else  till.  Now,  one  object  of  a  Cash  Credit  is  to 
supply  this  convenience  to  the  trader,  to  enable  him  to  invest  the 
whole  of  his  Caipital  in  bnsincss,  and,  upon  proper  security  beiug 
given,  to  furnish  him  with  the  accommodation  of  a  till  at  a 

moment's  notice,  in  such  small  sums  as  he  may  require,  on  his 
paying  a  moderate  interest  for  the  accommodation 

Almost  every  young  man  commencing  business  in  Scotland, 
does  it  by  means  of  a  Cash  Credit.  Thus,  for  instance,  lawyers, 
or  writers  to  the  signet,  commencing  business,  have  occasion  for 
ready  money  from  d«y  to  day,  before  they  can  get  in  payments 
from  their  clients.  It  is  a  great  bar  to  any  young  man  to  com* 
mence  the  business  of  a  solicitor  without  Capital,  which  must 
either  be  his  own,  or  furnished  him  by  his  friends.  It  is  nn 
immense  advantage  to  him  and  to  them  to  have  it  supplied  by  a 
bank,  on  a  guarantee,  a  mere  contingency,  which  they  never 
would  give  if  they  thought  there  was  any  danger  of  its  being 
enforced 

These  Credits  are  granted  to  all  classes  of  society,  to  the  poor 
as  freely  as  to  the  rich.  Everything  de(>ends  upon  character. 
Young  men  in  the  humblest  walks  of  life  begin  by  making  a 
trifle  for  themselves.  This  inspires  their  friends  with  confidcni'O 
in  their  steadiness  and  judgment,  and  they  become  sureties  for 
them  on  a  Cash  Credit.  This  is,  in  all  respects,  of  equal  value  to 
them  as  money,  and  thus  they  have  the  means  placed  within  their 
reach  of  rising  to  any  exfeut  that  their  abilities  and  industry  per- 

mit them.  It  is  an  undoubted  fact,  that  multitudes  of  men  who 

have  raised  themselves  to  enormous  wealth  began  life  with  nothing 
but  a  Cash  Credit.  As  one  example  among  thousands,  Mr.  Mou- 
teith,  M.P.,  told  the  Committee  of  the  House  of  Commons,  in 
182C,  that  he  was  a  manufacturer  employing,  at  that  time,  four 
thousand  hands,  and  that  except  with  the  merest  trifle  of  Capit:i| 
lent  to  him,  and  which  he  very  soon  [mid  off,  he  began  the  world 
with  nothing  hut  a  Ciish  Credit ! 

The  banks  usually  limit  their  advances  to  a  certain  moderate 

amount,  varying  from  £100  to  £1,000  in  general,  and  they  always 
take  sevcml  sureties  in  each  case — never  less  than  two^and  fixj- 
quently  many  more,  to  cover  any  |)ossihle  losses  that  might  ari^c. 
These  cautioners,  as  they  are  termed  iu  Scotch  law,  keep  a  watch- 
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ftal  eve  on  the  proeectlin.^  of  the  cnstomcr,  nnd  hare  nlvrajs  tlie 
right  of  iiistjectiii^  hk  iKtuunt  with  the  hank,  and  of  st^>j)|)ing 

it  at  floy  time,  if  irrepnliir-  Ttiese  Ca^dits  are  not  meant  to 
desjenerate  into  deivl  lonna,  but  tlu-y  are  re(juired  to  be  coustantl/ 
operuted  npou,  by  |»ayini^  in  at}d  drawing  out 

The  enonnoiib  ainoniit  uf  trausuctiuns  carried  on  by  this  kind 

of  accomiLs  may  Ix*  jnd*^a"d  of  by  tlie  evidence  given  before  tl^e 
Conimittw  of  the  Commons,  in  1820.  It  was  Ihcti  stated  tiiat  oil 
a  Credit  of  £1,000,  openitiojjs  to  the  extiMit  of  £50.000  took  pl;ice 
in  a  single  week,  li^  effects,  therefore,  were  exactly  the  same  m 
if  there  had  been  1,000  sovereigns.  Others  stated  that,  oa  a  Ca»h 
Credit  of  £500.  t>perations  to  llie  amount  of  £70,000  took  phiee 
in  a  year.  One  wituc&s  stated  tlnit,  during  tvventy-one  years  in  a 
veiy  nn^deratily-sized  conutiy  bunk,  operations  had  taken  place  U> 
the  amonnt  of  nearly  £*JO»OOU,000,  and  that  there  had  n<i\er  been 
but  one  h>ss  of  £200  on  one  acconntt  and  tliat  the  wliole  loss  of 
the  bank  during  that  period  did  not  exceed  £1/200.  Xow,  the 
vhole  of  these  gigantic  opcratjon^i  were  transacted  by  creations  of 

pnre  Credit.  At  that  time  it  waj*  conjectured  that  there  wci*e 
about  twelve  thousand  Casli  Credits  guaranteed  to  peimum  in 
Scotland,  and  tlmt  tliere  were  aUnit  forty  tliousand  persons  as 
Bureties,  who  were  intcii?sted  in  the  integrity,  prudence,  and  suc- 
ce3B  of  the  others.  The  witnesses  before  the  Loid3  declared  tlmt 
the  edeets  of  these  were  most  remarkable  on  the  morula  of  the 

people 

On  Cash  Credits  nmnted  h  promots  Agriculture,  and 
the  Formation  of  Public  Works 

20.  Every  one  having  access  to  the  arcana  of  the  different 
banks  mnst  be  aware  of  countless  numlyers  of  persons  whose  rise 
in  life  has  been  entirely  due  to  the  system  of  Cash  Credits.  Bnt 
we  have  now  to  consider  their  effects,  as  more  visible  to  the  pnhlio 

eye — ^t he  way  in  which  they  have  been  applied  to  pmniote  A^ri* 
culture,  and  the  formation  of  all  Public  Works 

Wlu»n,  about  the  midille  of  thceightc;jinh  century,  fhe  energiei 

of  the  Scotch  were  fii'st  directed  to  agrieuUural  indnstry  and  com- 
merce, thert;  were,  \\\  every  part  of  S<'otland,  large  tracts  of 

retrlrtininblc  land,  and  abnndancx'  of  pople,  but  they  remained 
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unemjiloycdy  because  there  was  no  iloney  to  set  their  industry  lo 
motion 

Now,  suppose  that  a  proprietor  of  some  of  theae  tmcta  of  land 
had  had  ̂ 10,000  iu  raoiiev  :  and  that  he  had  employed  it  ia 

piyiug  \\i%gQs  to  bibourers  to  reclaim  the  laud,  buying  seed  to  sow: 
thcu,  in  eour^e  of  time,  the  value  of  the  produce  of  the  land  would 
rephice  the  monej  expended  in  bringing  the  land  into  cuUivatiou, 
with  a  profit.  Then  the  money  so  emploved  would  have  been 
used  as  Capital 

But  at  that  time  there  was,  comparatively  speaking,  no  money 
in  the  country  :  but  the  Banks,  having  by  this  time  habituated 
the  people  to  receive  their  £1  Note?  in  all  re8|)ecta  as  money^ 
threw  out  branches  in  all  directions^  and  sent  down  boxes  of  tlieir 
£1  Notes 

Farmers,  at  that  time,  had  no  votes  in  Scotland  :  consequently* 
the  landlords  had  no  motives  to  keep  their  tenants  in  pohlical 
dependence,  as  was  (era  much  the  ease  m  England.  They  adopted 
the  best  means  possible  to  developc  the  resource's  of  thefioil.  And 
as  it  was  not  to  be  expected  that  farmers  should  lay  out  their 

induBtry  and  capital  without  security  of  tenure,  it  became  almost 
universal  iu  Scotland  for  the  tenants  to  njceive  nineteen  yeaw 

leases ;  and,  in  many  ca^es,  much  longer  than  that.  Ujjou  the 
security  of  these  leases,  and  also  upon  that  of  personal  friends,  tha 
Banks  granted  Cash  Credit*  to  the  farmers  :  the  advances  being 

made  entirely  in  their  own  £l  Notes.  From  the  strong  constitu* 
tion  of  the  Banks  their  Notes  were  universally  received  os  Casb  : 
and  though  they  were  demantluble  in  Ciish  at  the  Head  Office,  no 

one  ever  dreamt  of  demanding  payment  of  them.  With  these  £1 
Nutea  the  farmers  employed  the  labourers  in  reclaiming  the  land, 
and  sowed  the  crops.  The  not4?s  were  employed  in  exactly  the 

same  way  as  money  would  have  l)ecn  :  and  tliey  produced  eiuictly 
the  same  effeeta  us  money  would  have  done.  The  land  was 
reclaimed  ami  sown  and  stocked  :  and,  in  a  few  years,  bleak  aud 

barren  moors  were  everywhere  changed  into  fields  of  waving  corns 

and  they  produci^d  a  couiinuons  aeries  of  proKts.  With  the  valaa 
of  the  pRiduuc  the  farmers  gradaally  repaid  the  loans,  and  reaped 

a  prtilH Now  if  it  be  admitt^  that  Money  expended  in  agncnltural 

improvements  is  Productive  Capital^  it  must  be  ec^unlly  admitted 
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that  Cit!{lit  employed  in  the  same  way,  which  prodace«  the  same 
effects  OB  Money,  is  also  Productive  Capital,  Tlie  only  diflfercnce 
being  thjit  in  using  Money,  tlio  employer  makes  Capital  of 
the  Accumulated  ProfltB  of  the  Past;  in  nsing  Credit, 
he  makes  Capital  of  tlie  Anticipated  Proflta  of  the 
Future 

Every  one  aof|naint«d  with  Scotland  knows  that  the  prodigions 
pro]^res8  in  agric  til  tore  made  durinj^  the  last  130  years,  has  been 

aUnost  entirely  effbL-ted  by  means  of  these  Cash  Credits 

21.  Not  only  has  almost  the  entire  prosrresa  in  apfricnUnre 
tx?en  effected  by  these  Cash  Credits,  but  all  public  works,  of  every 
description — Roads,  Canals,  J)ock8,  Harbours,  R^ulways,  Public 
Buildings,  ̂ *c.,  have  nUo  been  made  by  means  of  these  Cash  Credits, 
It  wai  stilted  to  the  Committee  of  the  House  of  Commons,  in 
1826,  that  the  Fortli  and  Clyde  Canal  was  executed  by  means  of  a 
^ash  Cl^dit  of  £40,000,  granted  by  the  Royal  Bank.  So»  Docks, 
Harbours,  Railwa\^,  &c.,  are  all  made  exactly  in  the  same  way. 
When  the  Director  have  got  their  Act  they  obtain  a  Cash  Credit 
at  a  bank  which  supplies  the  necessary  fluids  in  its  own  £1  Notes: 
and  the  debt  is  paid  oE  by  the  profits  of  the  work 

23.  It  is  thus  seen  how  Credit  is  apphed  to  the  foraiation  of 
New  products  e(pially  well  as  to  the  Transfer  of  existing 
ones.  Credit  is  Purchasing  Power  equally  as  Money  :  and  it  may 
be  applied  to  the  purcluise  of  Labour  to  fonn  New  pnidncta 
equally  as  well  as  to  Transfer  existint]^  ones.  The  principle  of 
the  Limit,  however,  is  exactly  the  same  in  both  cases :  namely, 
the  Present  Value  of  the  Future  Product 

Tims  it  is  seen  that  Credit  may  be  used  as  Productive  Capital 
exactly  in  the  same  way  and  in  the  same  sense  that  Money  ia 

All  these  marvellous  results,  which  have  raised  Scotland  from 

the  lowest  depths  of  barlmrism  up  to  her  present  proud  pngition, 
in  the  space  of  170  years,  are  the  children  of  pure  Credit,  It 
ii  no  exagfjenitiou,  bnt  a  melancholy  truth,  that,  at  the  period  of 
the  revolutii  n.  in  1  (188.  and  the  establishment  of  the  Bank  of 

Scotland,  that  country,  partly  ov\  iug  to  such  a  series  of  disasters 
aa  CHiiDot   be  pjmillcled  in  the  history  of  any  otlier  independent 
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DAtion  ;  and  partly  owing  to  it«  position  at  the  very  ont^tirts  of 
civilisation,  and  fur  removed  from  the  humanising  inflnences  of 
commerce  ;  divided  into  two  nations,  aliens  in  blood  and  language, 
wa^  the  most  utterly  barbarous  and  lawless  country  in  Ettmpe. 
And  it  is  equal  I  j  nndeniuble  tfiat  the  two  great  causes  of  lier 
rapid  rise  in  civilisation  and  wealth  have  been  her  systems  of 
Katirmal  Ediiration  and  Baijkinjs^: 

Her  system  of  DaniiiJig  litus  l)cen  of  infinitrlj  prrcat^r  aervico 
to  her  than  mines  of  gold  and  silver.  Her  banking  system  has 
tjnded  immensely  to  call  forth  every  manly  virtue  :  mines  of  the 
preciotis  metals  would,  probably,  have  demoralised  her  peoj^le.  In 
the  Character  of  her  own  people,  in  their  steadiness*,  tl»eir 
industry,  and  their  honour,  Scotland  has  fonnd  Wealth  intl- 
nitely  more  benehciai  to  her  tinm  all  the  mines  of  Mexicxi  m\d 
Tern 

The  express  purpose  of  these  hanks  was  to  create  Credit, 
Incorporeal  entities,  created  out  of  Nothing:,  for  ̂   transitory 
existenoe :  and  when  they  liad  performed  their  functions,  Tanishini^ 
igain  into  the  Nothing^  from  whence  they  sprang.  Add  has 
not  this  Credit  been  Capital  p  Will  any  one,  with  these 
results  staring  the  world  in  the  face,  believe  that  it  is  maint^iined 
by  writers  who  are  still  sopposed  to  be  Economists,  that  tlte  effecta 
of  Credit  are  purely  imaginary  I  Tbat  Credit  conduces  nothing  to 
Production,  and  the  increase  of  Wealth  !  That  Credit  only 
tranBlers  existing  Capital.  But  even  if  it  did  no  more  tfmn  tbat» 
it  has  l>een  shown  that  Circulation,  or  Transfer,  is  ad- 

mitted by  all  Economists  to  l>e  one  form  of  Production.  And 

tliat  those  per-ions  who  aaj  that  Credit  is  Capital,  lui*  such  pUEzle- 
heuded  dolts  as  to  think  that  the  same  thing  can  bo  ia  two  pUiocs 
nt  once  I 

Now,  it  must  be  carefully  obscrTed^  that  all  these  Cash  Crediti 
are  for  a  diMinct  purpose,  quite  different  from  the  discount  of 
Commercial  Paper.  The  marvellous  results  they  have  produced 
ai^  due  to  Accommodation  Paper,  They  are  not  founded 
op'n  any  previous  transaction  :  nor  upon  the  transfer  of  existing^ 
c  vmmoditieju.  They  are  created  for  the  ex|iress  pnrt)ose  of  f(rnnJn|^ 
New  products^  which,  but  for  tbem,  would  either  have  had  na 
existence  nt  all  i  or,  at  all  event*,  would  have  been  deferred  for  ft 

wry  long  period,  until  »olid  money  could  hate  been  accnmnltftod 
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fco  prodoM  thcra.  The  invention  of  Casli  Crerlits  has  advanrorl 
t!je  Wraith  of  Scotljiiid  by  centuries.  Titus  ive  have  an  nnormons 

nniRs  of  Exchansc*«V«le  Property  civated  out  of  Nothing  by  the 
mere  will  of  the  bunk  aiid  its  customeni,  which  produces  all  ItiO 
solid  ejects  of  gold  ntid  silver  :  &tid»  wheo  ft  has  done  its  worV, 

it  ranishes  aj:^uin  into  Nothing',  *it  the  will  of  the  same  persons 
who  called  it  into  cxi>^teun\  Ik-ute  we  sec  that  the  mere  will  of 
man  has  created  vaet  masses  of  Wealth  ont  of  Nothing: 

and  tljen,  liaviner  served  their  purpubo,  they  wci'e  Decreated 
into  Nothing:  which  are— 

**  Melted  into  air,  into  thia  air** 

But  their  solid  results  hare  by  no  means  faded— 

*'  Like  tbe  basdesi  fabrie  of  a  vision, 

LeftTuig  not  a  wreck  behind" 

On  the  contrnry,  their  solid  results  have  been  vnst  tracts  of  barren 
moor  converted  into  fields  of  waving  corn  ;  the  matnifiictureii  of 
Glasgow,  Dundee,  and  Paisley  ;  the  unrivaled  steamships  of  the 

Clyde  ;  gi*eut  public  works,  of  till  sorts;  roads  ;  canals  ;  bridges  ; 
bnrimars  ;  docks  ;  railfo.vda  :  and  poor  young  men  cou verted  ioto 

princely  merchants 
Wh:it  the  Nile  is  to  E^ypt  that  hiis  her  Rankinoj  system  been 

to  Scotland :  and  it  wjus  fortunate  for  h-r  ihnt  the  foundatiouB  of 

her  pruSfii'rity  were  laid  broad  and  dec^p  liefore  the  gigantic  fallacy 
Wiis  dreamt  of  that  the  Issues  of  Bunks  should  l:ie  inexorably 
restricted  to  the  amount  of  gold  they  displace ;  that  no  increase  of 

,  money  can  Ix?  of  atiy  u«e  to  a  t*ountiT:  and  lie  fore  Mill  had  pro- 
claimed to  the  world  that  to  create  Credit  lu  exces;^  of  Specie  is 

robbery  1 

On  Banks  of  Credit  Fongier  :  or  Land  Banks 

23.  At  the  clofe  of  the  eeven  years*  war,  in  175G,  the 
proprietors  in  Silesia  found  thenj^elves  in  a  state  of  inextricable 
Hubarrassment.  The  ruin  and  dcstmciiou  caused  by  the  war, 
And  the  low  price  of  corn,  caused  by  the  general  distress,  made 
them  unable  tu  meet  their  eiign^'ements.  Interest  and  cumraisflioii 
rosc  to  thirteen  [tcr  cent.  They  obtained  a  respite  of  three  years 
to  pay  Uicir  debts.    To  aUe\iato  the  distress  arising  out  of  this 

1^ 
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ibate  of  mahfcera,  a  Borlin  mcrrliAnt,  namod  Bunn^»  inTcnted  a 

fijet^m  of  Land  Credit,  which  hua  bi^^en  very  extensivelj  adopted 
in  Germfiny,  Rtigsiaf  PoLitid,  and,  lastly,  ia  France 

Proprietors  of  land  can,  no  donbt,  Wrovv  money  on  mortgage : 

but,  in  every  country,  such  transtictions  arc  attended  with  many 

inconveniences.  They  have  many  expensive  formalities  to  un- 
dergo, stich  as  inveBtij^ation  of  title,  t^c.  Moreover,  the  difHcalties 

and  exj>en»e  of  transfer  are  usnally  very  great ;  as  each  purchaser 
has  to  undergo  tlie  same  lalK>nr  and  expense.  If  the  debtor  fails 

to  pay»  the  process  of  obtaining  redress,  or  possession  of  the  laud, 

IB  nsaally  very  tronblej^ome  and  expensive.  The  consequence  of 
all  these  obstacles  is,  of  course,  to  raise  greatly  the  terms  on  which 

money  can  be  borrowed  on  mortgage 

The  system  of  Government  Funds  gnggcsted  to  Buring  the 

idea  of  creating  a  similar  species  of  Land  8tock.  The  Govern* 
menti  could  usnally  borrow  mnch  clieaper  tliau  the  landlords, 
because  the  title  was  sure  and  indispnrable,  and  there  wsi  iia 

impediment  to  the  negotiability  of  their  Debts 
Biiring,  thercfure,  conceived  the  idea  of  Bubstitnting  the  joint 

guarantee  of  all  the  proprietors  for  that  of  individuals  :  and 
establishing  a  book  in  which  this  Land  Stock  shonld  Ijc  registered, 

and  be  made  transferiibfe  :  and  the  di\  idend«t  paid  exactly  in  the 
aame  way  as  in  the  Public  Funds.  The  Credit  of  the  Associalioa 

was,  therefore,  always  futeiposed  between  the  lenders  and  the 

borrow*^rs.  Those  who  bought  the  Stock  looked  only  to  the  Asao* 
ciation  for  the  payment  of  their  dividends ;  and  the  borrower* 

paid  all  interest  to  the  Association,  which  took  upon  itself  all 
questions  of  title  and  security.  The  whole  of  these  Obligationa 

are  turned  into  8t4x*k,  transferable,  in  all  resfiects,  like  the  Public 
Funds.  Such  is  the  general  design  of  these  Associations :  they 
avoid  the  rock  of  creating  Paper  Money :  while  they  greatlj 

facilitate  the  application  of  Capitid  U)  the  land*  They,  in  faot,  do 
nothing  more  than  turn  Mortgages  into  Stock 

These  Associatious  are  divided  into  twn  classes.  The  first  ars 

private  Associations  :  and  these  again  are  divided  into  fompaniei 
formed  by  borrowers  ;  and  those  formed  by  lenders.  The  Bcmnd 

are  fouuded  by  tlie  State,  or  the  provincial  authoritiea 
The  »yst>em  was  introrluced  into  Silesia  in  1770;  the  March  erf 

Brandenburg  in  1777;  Pomerania  in  1781  i  Uauibnrgh  in  Ii^^i 
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West  Prossia  in  1787;  East  Prussia  in  1788;  Lnnebtirg  in  1701; 
E.stljonia  aud  Livonia  in  1803  ;  Sclileswick  Holstein  in  1811  ; 

Mecklenbnr^  in  1818  ;  Pown  in  1822  ;  Puland  in  1825  ;  Kalou- 

berj^,  Grubenhngen,  and  Ilildedieim  in  18i'G  ;  Wnrteraberg  in 
1827  ;  Hesse  Cassel  in  1882 ;  Westphalia  in  1835 ;  Qallicia  in 
1811  ;  Ilanover  in  1842  ;  Saxony  in  1844  :  and  France  in  1852 

The  fnllest  information  respecting  these  banks  is  to  be  fonnd 
in  a  work  hy  M*  Jos8ean«  from  wbicb  these  details  are  taken,  and 
to  which  we  may  refer  the  reader  who  want«  fall  information  on 
the  diiferent  constitutions  of  these  Associations 

All  these  Land  Banks  make  advances  to  abonfc  one-half  the 
Talne  of  the  land,  in  small  bonds,  chiefly  varjring  from  £b  to 

£100,  bearing  interest  from  three-and-a-half  to  fonr  per  cent, 
triiusfenible  by  indorsement  or  delivery  ;  together  with  a  small 
fium  to  form  a  sinking  fimd  to  redeem  the  principal,  and  defray 
the  oxi)enses  of  management 

The  holder  of  the  bonds  has,  as  seenrity  for  their  payment, 

ihe  whole  Capital  of  the  Company,  and  the  lands  specially  mort- 

gaged to  them 
The  borrowers  may  pay  either  in  money,  or  in  the  bonds  of 

the  Company,  wliich  they  may  purchase  from  the  public :  thns 
exhibiting  another  example  of  the  universal  doctrine  that  the 
Keleuse  of  a  Debt  is  equivalent  to  a  Payment  in  Money 

These  institntions  have  had  the  most  marvelous  efFecta  in 

developing  the  agriculture  of  the  countries  in  which  they  have 
been  formed :  exactly  similar  to  the  effects  of  Cash  Credits  in 
Scotland 

Their  Obligations  have  maintained  throngh  all  crises — mo- 
netary»  war,  and  revolutionary — a  steadiness  of  value  for  beyond 
any  other  public  securities  whatever,  cither  Government  or  Com- 

mercial. Jossean  says  that  in  a  population  of  27,827,990, 
the  negotiable  Leitres  de  Oage^  or  Pfandbmfe^  amounted  to 

540,423^158  francs.  In  the  revolutionary  period  oi  1848,  w^hile 
the  Prussian  funds  fell  to  69  :  the  shares  of  the  Bank  of  Prussia 
to  63  :  and  the  shares  in  Eailroada  30  to  90  per  cent. :  the  Land 
Bank  bonds,  producing  8^  per  cent  interest,  stood  at  93  in 
Silesia  and  Pomerania ;  at  83  in  West  Prussia ;  and  at  90  in 
Eaflt  Prussia 
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On  the  Economical  Effects  (^f  Banking 

24.  Having  now  given  an  exposition  of  the  actual  mechaniflm 
of  banking,  we  can  observe  its  Economical  effects 

We  observe,  that  the  business  of  banking  i«  to  build  np  a 
buperstructorc  of  Credit  several  times  exceeding  the  basis  of 
bullion  :  and  this  Credit  is  intended  to  circulate  and  prodaoe  all 
the  effects  of  money 

And  every  one  who  has  nederstooti  the  mechaniBm  of  banking 
has  seen  that  it  practicallj  augments  the  Capital  of  the  oountiy. 
Thiis,  John  Law  sap,  tliat  the  Bank  of  Scotland,  on  a  basis  of 
£10,000  in  money,  were  able  to  maintain  £50,000  of  their  notes 
in  circulation  ;  which^  he  says,  was  in  effect  so  much  additiontJ 

money  to  the  country.  He  also  says — *'The  introduction  of 
Credit,  by  means  of  a  bank,  augments  the  quantity  of  money  more 

in  one  year  than  a  prosperous  commerce  would  do  in  ten  " 
So,  Bishop  Berkeley,  after  proposing  many  wise  queries  on 

Money  and  Credit,  says  that  a  bank  is  a  gold  mine,  and  asks 

whether  it  be  not  the  true  philosopher's  stone  ? 
So,  Alexander  Hamilton,  the  eminent  financier  of  the  United 

States,  when  called  upon  to  present  a  report  on  the  expediency  of 
establishing  a  National  Bank,  says — 

^^  The  following  are  among  the  principal  advantages  of  a 

Bank:  — 
**  First :  the  Augmentation  of  the  active  or  productiTe 

capital  of  a  country   It  is  a  well-established  fact  that  banks 
in  good  credit  can  circulate  a  far  greater  sum  than  the  actual 
quantum  of  their  Capital  in  gold  and  silver,  .  ,  .  .  This  faculty 

is  produced  in  various  ways — 
**  (1)  A  great  portion  of  the  notes  which  are  issued  and  pao 

current  as  cash  arc  indefinitely  suspended  in  circulation,  from  the 
confidence  which  each  holder  has  that  he  can,  at  any  moment,  turn 

*^em  into  gold  and  silver 

**  (2)  Every  loan  which  a  bank  makes  is,  in  its  first  shape,  a 
Credit  given  to  the  borrower  on  its  books,  the  amount  of  which  It 
itands  ready  to  pay,  either  in  its  own  notes,  or  gold  or  silver,  at 
his  option.     But,  in  a  great  number  of  cases,  no  uctuiil  payment 
is  made  in  either      The  same  drcnmstanees  ill  le 

truth  of  the  j»ositio«  that  it  is  one  of  the  properties  •_-     ._    U> 
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ifterea^B  Gie  active  Capital  of  a  country.  This  additional  em|>loy 
menfc  given  to  money^  and  the  fiiculty  of  a  bank  io  lend  aad 
circulate  a  greater  sum  than  the  amount  of  coin,  arc  to  all  the 

pnrposefl  of  trade  and  indnstry  an  absolute  Increase  of  Capi- 
tal. PorchaseSf  and  nndertaktngs  in  general,  can  he  carried  on 

by  means  of  Bank  Pajier,  or  Credit,  as  effectually  as  by  an  equal 
sum  of  gold  and  silver.  And  thus,  by  contributing  to  enlarge  the 
mass  of  industrtons  and  commercial  enterpriseSj  banks  become 

nuiseries  of  national  wealth, —  a  consequence  aa  satisfactorily 

yerified  by  experience  as  it  is  clearly  dedacihle  in  theory  " 
So,  J.  B.  Say  saya^ — **  If  Bills  of  Credit  could  replace  com- 

pletely metallic  money,  it  is  evident  that  a  Bank  of  Circulation 
veritably  augmente  the  sum  of  National  Wealth,  because,  in  this 
case,  the  metallic  wealth,  becoming  Bnperfliicmg  as  an  agent  of 
oirculation,  and  nevertheless  preserving  its  cjwn  value,  becomes 

disposable,  and  can  serve  other  pnrposes.  But  fiow  does  this  sub- 
fltitution  tiike  place  ?  What  are  its  limits  ?  What  clafises  of 
eociety  make  their  profit  of  this  interest  of  the  new  fund  addfid  ia 
the  Capital  of  the  nation  f 

"  According  as  a  bank  issues  its  notes,  and  the  public  consents 
to  receive  them  on  the  same  footing  as  metallic  money,  the 
number  of  monetary  units  increases 

**If,  suppose,  it  issues  one  hundred  millions  of  notes,  it  will 
withdraw,  perhaps,  forty  millions  in  specie,  which  it  will  put  in 
reserve  to  meet  the  payments  which  may  be  demanded  of  it. 
Therefore,  if  it  adds  to  the  quantity  of  money  in  circulation,  and 
if  it  withdraws  forty  millions  from  circulation,  it  is  aa  if  it  added 
only  sixty  millions 

'    *'  We  now  wish  to  learu  what  class  of  society  enjoys  the  use  of 

this  New  Capital" 
Say  then  goes  on  to  explain  liow  this  New  Capital  ia 

employed,  and  who  reaps  the  profit  of  it 
Thus,  it  is  seen,  that  all  these  writers,  and  many  mure  mi^'ht 

be  cited  if  necessary,  recognise  the  fact  that  banking  augments 
the  Capital  of  the  country 

Gilbart,  also,  says — **  Bankers  also  employ  their  own  Credit 
as  Capital.    They  issue  Notes  promising  to  pay  the  bearer  on 

:  d^oiand.    As  long  as  the  pnblic  are  willing  to  take  these  Notes  as 
i>ld,  they  produce  the  same  effects.     The  banker  who  makea 
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idvances  to  the  ag^ricaltnrist,  the  manufacturer,  or  the  merchant^ 
in  his  own  notes,  stimnlates  as  mnch  the  prodactive  poweiB  of  tho 
countr}%  and  provides  employment  for  as  many  labourers,  aa  if,  by 

means  of  the  philaM>pher'8  stone,  he  kad  created  an  equal  amotmi 
of  solid  gold.  It  is  this  featnre  of  onr  banking  system  that  has 
been  most  frequently  asgailei  It  luis  been  called  a  grateni  of 

fictitious  Credit — a  raisiug  the  wiod — a  system  of  babbies.  Call 
it  what  you  please,  we  will  not  quarrel  with  names  :  but  by  what- 

ever name  you  please  to  call  it,  it  is  a  powerful  inatniment  of 
production.  If  it  be  a  fictitious  system,  its  elTecU  are  not  ficti- 

tious :  for  it  leads  to  the  feeding,  the  clothbg,  and  the  craplojiog 
of  a  numerous  populatiou.  If  it  be  a  raising  the  wiud,  it  is  the 
wind  of  commerce,  that  bears  to  distant  markets  the  piXKiace  of 
our  soil,  and  wafts  to  our  shores  the  productions  of  every  dimate. 
If  it  be  a  system  of  bubbles,  they  are  bubbles  which,  like  those  of 

steam,  move  the  mighty  engines  that  promote  a  nation's  greatnesB 
and  a  nation's  wealth  " 

Not  many  persons  are  aware,  probably,  of  the  immeofie  oon* 
sequences  produced  by  Banking.  We  have  shown,  elsewliere,  that 
in  countries  where  there  is  no  Credit,  and  advances  ar&  made  in 
actual  money,  the  usual  rate  of  interest  varies  from  eighteen 
to  thirty-six  per  cent.  When  the  London  goldsmiths  took  to 
banking,  the  ordinary  rate  of  interest  was  ten  per  cent.  But 
when  the  bankers  found  that  they  could  maintain  a  larire  amonnt 

of  their  Credit  in  circulation,  which  served  the  pun  '  nioney# 
they  found,  as  it  were,  that  their  resources  weiv  /  ;  andt 
consequently,  they  began  to  bid  against  each  other :  and,  in  % 
very  short  time,  the  average  rate  of  interest  was  reduced  from  ten 
to  three  per  cent.  When  the  Bank  of  England  was  founded. 
Exchequer  Bills  and  other  Government  Securities,  were  at  a  dt». 
count  of  about  forty  per  cent.  In  a  very  short  time  the  Bank 
brought  down  the  rate  of  Goveniment  Securities  to  three  per  oenl^ 
at  about  which  they  have  remained  ever  sinca 

One  of  the  coueequences  of  this  was  to  triple  the  Taloo  of 
Land  :  which  depends  chiefly  on  the  current  average  rat©  of 
intez^t  When  the  rate  of  interest,  in  the  time  of  Charlai  U*, 

was  Un  im*  a^nt.,  the  land  wiis  worth  otily  ten  years'  purchase : 
but  now  that  the  current  rate  of  interest  is  reductd  to  lhrfH>pcr 

cenLt  the  eoinnii^a  valuer  uf  land  h  ulwait  thirty  years*  purchiM 
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It  has  been  calculated  by  an  eminent  authority  that  the  amount 
of  Banking  Credits^  or  Deposits,  in  all  the  banks  of  the  country, 
is  flliont  £800,000,000,  while  the  cash  held  in  reserve  is,  probably, 
not  more  than  £80,000,000— if  so  much.  These  Banking  Credits 
are,  for  all  practical  purposes,  the  current  coin  of  Commerce. 
They  afifect  prices,  and  have  all  the  practical  effects  of  so  much 

gold 
If  it  were  possible  to  trace  the  effects  of  Banking  through  all 

.Uieir  ramifications,  which  would  not  be  suitnble  for  this  work,  it 
%on]d  be  clearly  seen  how  true  is  the  saying  of  the  great  American 

Jurist  and  Statesmao,  Daniel  Webster — "  Credit  has  done  more, 
a  thousand  times,  to  enrich  nationsy  than  aU  the  mines  of  all  the 

world  " 
Contrast  Muwn  the  Common  Notions  about 

Banking,  and  th&  Reality 

26*  Having  now  given  an  exposition  of  the  actual  facts  and 
mechaniBra  of  Banking,  it  will  be  as  well  to  contrast  the  Common 
Notions  respecting  it  with  the  Reality 

I.  It  k  commonly  supposed  that  Bankers  are  dealers  only  in Money 

The  fact  is,  that  Bankers  are  dealers  in  Credit 

II.  It  is  commouly  supposed  that  Bankers  aot  only  as  inter- 
mediaries between  persons  who  want  to  lend  and  those  who  want 

to  borrow 

The  fact  is,  that  a  Banker  is  a  Trader,  whose  business  is  to 

buy  Money  and  Debts,  by  creating  other  Debts 

III-  It  is  commonly  supposed  that  a  Banker's  profit  consists 
in  the  Difference  between  the  interest  he  pays  for  the  Money  he 
borrows,  and  the  interest  he  charges  for  the  Money  he  lends 

The  fact  ia,  that  a  Banker^s  profits  ciuiaist  ejtclusively  in  the- 
profits  he  can  make  by  creating  and  issuing  Credit  in  excess  of 
the  specie  he  holds  in  reserve 

A  bank  which  issues  Credit  only  in  exchange  for  Moijcy,  never 
made»  and  can  by  no  possibility  make,  profits.  It  only  begins  to 
make  profits  when  it  creates  and  issues  Credit  in  exchange  for 

Debts  payable  at  a  future  time  :  whi'jh,  according  to  Mill,  ia 
rubbery  I 
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How  Credit  w  Capital  (o  a  Banker 

26.  Tt  18  now  seen  how  Credit  is  Capital  to  a  Banker 
For  what,  is  the  Coratnodity  a  banker  deals  in  ?  He  opeoR  bis 

place  of  bnsiness^  and  baa  on  array  of  clerks,  with  their  desks* 
ledgers,  &c.  lie  then  gives  notice  that  he  is  ready  to  bay  gold 
from  any  one  w!io  has  it  to  sell.  And  what  does  he  bny  the  gold 
with  ?  Hia  own  Credit.  He  then  ̂ \^q%  notice  that  he  is 
ready  to  bny  any  good  Commercial  Debts  that  any  one  has  got  to 
Bell.  And  what  does  be  buy  them  with  ?  Nothing  but  hia  own 

Credit.  And  he  charges  exactly  the  same  priee  for  his  Credit  • 
as  if  it  were  Money.  The  only  Commodity,  then,  which  he  has 

to  sell  is  his  own  Credit.  And  he  makes  a  Profit  by  selh'ng  his 
Ci^dit,  exnctly  ns  any  other  trader  makes  Profits  by  selling  the 
goods  he  deals  in.  Therefore,  by  the  very  definition,  we  have 

shown  tliut  fill  Economists  are  agreed  in,  a  banker's  Credit  is 
bis  Capital.  It  is  the  Commodity  he  deals  in,  and  by  which 

he  makes  a  Profit.  He  has  no  other  means  of  mak-ing  a  Profit 
than  by  selling  his  Credit  :  and  jnst  by  so  much  as  he  can 
maintain  hia  Credit  in  circulation  over  and  above  the  Cash  ho 

keeps  in  reserve,  he  increases  his  Profit,  and  he  practiadly 
increases  the  Capital  of  the  country 

Again,  what  are  the  Commodities  which  a  "  banker  "  boys  to 
make  a  Profit  of  ?  Tfmy  are  Commercial  Debts.  Now,  in  the 
former  chapters  it  has  been  shown,  over  and  over  again,  that  all 
Jurists  term  Debts^Merchandiae,  Goods  and  Chattels,  Vendible 
Commodities.  Adam  Smith  expressly  classes  Bills  of  Exchangvt 
under  the  term  Circulating  Capital :  and  under  the  term  Cir- 

culating Capital  he  classes  all  the  gocnls  in  a  shop  which  the  tmder 
makes  a  Profit  of  by  selling.  Now  the  Bills  in  the  portfolio  of  n 
banker  are  exactly  similar  to  the  ordinary  goods  in  the  shop  of  ji 
trader,  A  tnder  luukcs  profits  by  buying  goods  at  a  lower  price 
from  one  person,  and  selling  them  at  a  higher  price  to  another. 

So  a  ** banker*'  buys  a  Commercial  Debt  at  a  lower  price  from 
one  person — namely,  hia  own  customer — and  sells  it  at  a  higher 
price  to  another — namely,  to  the  acct^ptor,  ur  debtor.  Thus  Umj 
Debt  the  banker  buys  is  increasing  in  Value  every  day  from  tl't* 
time  he  buys  it  until  it  iu  paid  off.  It,  therefore,  producer  a  Profit, 
and  is,  therefore,  Circulating  Capital,  ]mi  in  Uie  same  way,  and 
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for  the  eame  a^asoii,  that  the  ordinary  goods  ia  any  trader's  shop 

,are 

On  Accommodation  BUIb 

27.  Wa  must  now  examine  a  species  of  Credit  which  requires 
^eat  attention^  because  it  is  the  curse  and  the  bane  of  commerce ; 
and  it  has  been  the  great  cause  of  those  frightfal  commercial 
crises  which  seem  periodically  to  recur :  and  yet,  though  there 
can  be  no  doubt  that  it  is^  iu  many  cases,  essentially  fraudulent, 

yet  it  is  of  so  subtle  a  natui-e  as  to  defy  all  powers  of  I^isktion 
bo  cope  with  it 

We  have  shown,  by  the  exposition  of  the  system  of  Cash 
Credits,  that  there  is  nothing  essentially  dangerora  and  fraudulent 
in  creating  a  Credit  for  the  pnrpose  of  promoting  future  operations. 
On  the  contrary,  such  Credits  have  been  one  of  the  most  powerful 
methods  ever  devised  by  the  iugeunity  of  man  to  promote  the 
prosperity  of  the  cuuntry.  A  certain  species  of  this  Credit,  how- 
ever^  having  been  grossly  xnisused  for  fraudulent  purposes,  and 
having  produced  great  calamities,  we  must  now  examine  wherein 
the  fraud  and  the  danger  of  this  particular  form  of  Credit  consist 

When  a  Bill  of  Exchange  is  given  in  exchnnge  for  goods 
actually  purchased  at  the  time,  it  is  chilled  a  Heal  Bill,  and  it  is 
often  supposed  that  there  is  something  essentially  safe  in  it,  be- 

cause, as  the  goods  have  been  received  for  it,  it  is  supposed  that 
they  are  always  rct^dy  to  provide  for  the  payment  of  it :  and  that 
only  so  much  Credit  is  created  as  there  are  goods  to  redeem  it 

This,  however,  is  a  very  gi-eat  error,  and  it  in  manifest  from 
tlie  description  of  the  system  of  Credit  already  given,  that  it  is 
quite  erroneous  to  supjKise  that  the  quantity  of  Credit  can  only 
equal  in  amount  the  gwds  bought.  A  bill,  it  is  true,  only  arises 
out  of  the  transfer  of  goads  :  but  then  a  fresh  biU  is  created  at 
cacli  transfer.  In  the  ordinary  course  of  bosinese,  there  will 
always  be,  iu  general,  at  least  twtre  as  many  bills  created  as  there 
are  goods.  If  twenty  transfers  took  place,  twenty  bills  must  be 
created.  And  it  is  only  the  last  holder  of  the  goods  who  would 
have  them,  and  be  enabled  to  devote  the  proceeds  to  tlie  payment 
of  the  last  bill  only.  Tlie  other  nineteen  bilk  mast  evidently 
depend  upon  other  sources  of  payment 



360 THEORY   AND   I'RACTICE   OF  BANRINO 

The  security,  therefore,  which  h  supposed  to  reside  in  real 
billB,  OR  account  of  their  being  founded  on  the  trangfer  of  gumls, 
18  shown  to  be,  to  a  great  extent,  deceptive.  Let  ns  Bappoaej 
however,  that  A  sees  that  a  profitable  transaction  may  be  done* 
The  Bank,  however,  wOl  not,  as  traders  do,  make  him  an  advance 
on  his  own  name  alone.  It  must  have  ttm  names.  A  therefore 

goes  to  B,  and  ̂ et^  liim  to  accept  a  bill  for  hiB  aecommodatioiii 
and  this  bill  may  be  taken  to  the  bank  to  be  discounted  like  any 
other  bill :  goodfi  may  be  bought  with  the  proceeds  :  and  if  thd 
transaction  is  Buccessful,  the  bill  will  be  redeemed  in  due  course 

Stated,  therefore,  in  this  way,  there  is  nothing  more  objection- 
able in  such  an  Accommodation  bill  than  in  any  Real  bill.  The 

aecurity  is  exactly  the  same  in  the  one  case  as  in  the  other.  In 
the  one  case,  goods  fiave  been  purchased  which  will  pay  the  bill : 
in  the  other  case,  goods  ars  U  h  purchased,  whose  proceeds  wiU 
pay  the  bilL  In  fact,  we  may  say,  that  all  Commercial  Credit  k 
of  this  nature^  because,  in  this  case,  a  Credit  ia  created  to  purohaae 
the  goods  whose  proceeds  are  to  pay  it 

There  is,  therefore,  clearly  nothing  in  the  nature  of  this  speciea 

of  paper  worse  than  the  other,  and,  when  carefully  used,  nothing^ 
more  dangerous.  Cash  Credits,  which  have  been  one  of  the  most 
profitable  and  safest  parts  of  Scotch  banking,  and  have  done  so 
much  for  the  prosperity  of  the  country,  are  all  of  this  natiira. 
They  are  created,  as  we  have  seen,  for  the  express  purpose  of 
stimulating  future  operations,  out  of  which  the  Credit  is  to  be 
redeemed.  There  is,  therefore,  nothing  more  atrocious,  crimitial| 
and  vicious  in  one  system  than  in  the  other :  or^  if  there  ia,  it 
must  lie  in  the  difference  between  hav$  been  and  is  to  b$ 

Nevertheless,  as  it  is  indubitably  certnin  that  most  of  thorn 

terrible  commercial  crises,  w^hich  have  so  frequently  convulsed  the 
nation,  have  sprung  out  of  this  specic8  of  paper,  it  docs  merit  a 
very  considerable  portion  of  the  obloquy  and  vituperation  heaped 
upon  it.  It  is,  therefore,  now  our  duty  to  investigate  the  method 
in  which  it  is  applied,  and  to  point  out  wherein  ita  true  danger 
consists 

The  Becurity  suppoeed  to  reside  in  Beal  bills  as  such,  is^  m  we 
have  aeen,  ejcaggerated.  But  Uiere  is,  at  least,  this  in  them,  that 

aa  titey  only  arise  out  of  real  transfers  of  ̂ '  ' .  ir  numbei 
must  be  limited  by  the  natuie  of  things.  i-  bud  and 
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worthk'ss  they  mny  be  indiviflually,  they  cannot  be  mnltiplied 
beyond  a  certain  limit.  There  is,  therefore,  a  limit  to  the  eala- 
mifeieB  they  cause.  But  we  shall  show  that  with  Accommodation 
Paper  the  limits  of  disaster  are  immensely  and  indefinitely  ex- 

tended, frequently  involving  in  uttijr  ruin  all  who  are  brought 
within  their  Tortex 

Exjflanation  of  the  Real  Danger  of  Accomniodatloii 

Bills,  {Quoted  by  Mr.  Oonimission^  Hohoyd^  in  his  judg- 

nient  in  re  Lawrmc$,  MorHmer,  and  Schrader. — "  Standard/* 
March  7,  1861) 

28.  We  must  now  explain  wherein  the  difference  between 
Real  and  AccommodaLion  Paper  conHista,  and  wherein  the  true 
danger  ilea 

Suppofie  that  a  manufacturer  or  wholesale  dealer  has  sold 
goods  to  ten  ouatomers,  and  received  ten  bond  fidn  trade  bills  for 
them.  He  disoonntB  these  ten  bills  with  his  banker.  The  ten 

acceptors  of  the  bills,  having  received  value  for  them,  are  the 
principal  debtors  to  the  bank ;  and  are  bound  to  meet  them  at 
maturity,  imder  the  penalty  of  commercial  ruin.  The  bank  liasi 
not  only  their  names  on  the  bills,  but  also  that  of  its  own  customer 

as  security.  It  moreover  keeps  a  certain  balance  of  its  customer's 
in  its  hands,  proportional  to  the  amount  of  the  discount  allowed 

Even  under  the  best  of  eircurasttmces  an  acceptor  may  fail  to 

meet  his  bill.  The  banker  debits  his  customer's  account  with  the 
bill,  and  gives  it  to  him  back*  If  there  should  not  be  enough, 
the  customer  is  called  upon  to  pay  the  difference.  If  the  worst 
conies  to  the  worst,  and  its  cnstomer  fails,  the  bank  can  pursue 
its  legal  remedy  against  the  estates  of  both  parties,  without  in  any 
way  allccting  the  position  of  the  nine  remaining  acceptors,  who, 
of  coarsei  are  still  bonnd  to  meet  their  ovm  bills 

In  the  case  of  Accommodation  Bills  there  are  very  material 
differences.  To  the  eye  of  the  banker  there  is  no  visible  difference 
between  Real  and  Accommodation  Bills.  They  are,  nevertheless, 
very  different :  and  it  is  in  these  differences  that  the  danger 
consists 

In  Accommodation  Bills,  the  pei^on  for  whose  accommodation 
the  drawing,  indoDbing,  or  accepting  ii  done,  is  bound  to  provide 
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the  foods  to  meet  the  biU,  or  to  inderaoifj  the  person  who  giT«B 
his  name.  In  a  Real  bill  the  Acceptor  is  the  principal  Debtor, 
who  is  bound  to  meet  the  bill^  and  the  Drawer  is  a  mere  snrety. 
In  the  most  ngnal  form  of  Accommodatiou  Paper^  that  of  ati 
Aca>ptanoe,  the  Drawer  is  the  real  princtpal  Debtor,  who  has  to 
provide  fbuds  to  meet  the  bill  :  the  Acceptor  is  a  mere  snretj : 
and  if  he  is  called  upon  to  meet  the  bill,  he  is  entitled  to  sue  the 
principal  debtor  for  the  amount 

Now  snppose,  as  before,  A  get«  ten  of  hia  friends  to  accom- 
modate him  with  their  names,  and  discounte  these  bills  with  his 

banker:  it  is  A*8  duty  to  provide  funds  to  meet  every  one  of 
these  bills  at  maturity.  There  is,  in  fact,  only  one  real  Principal 
Debtor,  and  ten  siireties.  Now  these  ten  accommodation  acceptors 

aro  ignorant  of  each  other*fi  proceedings.  They  only  give  their 
names  on  the  express  understanding  that  they  ai-e  not  to  be  called 
upon  to  meet  their  bills  :  and,  accordingly,  they  make  no  provisioa 
to  do  80.  If  any  one  ol  them  is  called  upon  to  meet  his  bill,  ho 
immediately  has  a  legal  remedy  against  the  drawer.  In  the  case 
of  Real  Bills,  then,  the  bank  would  have  ten  persons  who  would 
each  take  care  to  meet  his  own  engagemeute  :  in  the  case  of 
accommodation  paper,  there  is  only  one  person  to  meet  the 
engagements  of  ten 

Furthermore,  if  one  of  ten  real  aoceptors  fails  to  meet  hia 
bill,  the  bank  can  safely  press  the  drawer  :  but  if  the  drawer  of 
the  aooomraodation  bill  fails  to  meet  any  one  of  the  ten  acoept- 
ances,  and  the  bank  suddenly  discovers  that  it  is  an  aocommodatioQ 
bill,  and  they  are  under  large  advances  to  the  drawer,  they  dan 
not,  for  their  own  safety,  press  the  acceptor,  because  he  will,  of 
course,  have  immediate  recourse  against  his  debtor ;  and  the 
whole  will  probably  tumble  down  like  a  house  of  cards*  Hence 
the  chances  of  disaster  are  much  greater  when  there  is  only  oot 
person  to  meet  so  many  engagements,  than  when  there  are  eo 
maoy^  each  bound  to  meet  his  own 

The  r^'al  dtuiger  to  a  bank,  then,  in  being  led  into  diaooanting 
Booommodation  paper,  is  that  the  position  of  princi[^  and  surcij 
is  rcTCPsed.  They  an*  deceived  m  to  who  the  real  debtor  in,  and 

who  the  real  enrety  is  :  l»erng  ini-cisely  the  reverse  to  what  they 
ftpjicar  to  bo,  which  makes  a  very  great  dilTon;ncc  iu  tho  seeurity 
of  the  holder  of  the  bills.     To  advance  mor*cy  by  way  of  cash 
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credit^  or  loan  with  eeciirity,  is  quite  a  difTerent  aflair :  becauflo 
the  bauk  then  knows  exactly  what  it  ia  doing:  and  aa  soon  aa 

anything  occuns  amii?g,  it  knows  the  remedy  to  Ije  adopted.  More- 
over, it  never  permits  the  advance  to  excxjed  a  certain  definit^i 

amount :  bnt  it  never  can  tell  to  what  length  it  may  be  inveigled 
into  difloonnting  accomDiodation  paper,  until  some  commercial 
revenso  happens,  when  it  may  discover  that  its  customer  has  been 

carryiug  on  some  |j;reat  i^peeulativ-e  operation  with  capital  borrowed 
from  it  alone 

On  iha  Danger  of  Aee^mmoditiion  Pttper  tc  a  Bank 

29.  We  have  now  to  explain  how  very  much  more  dangerous 
this  species  of  paper  is  to  a  bank  than  the  worst  calamities  which 
Can  Imppen  from  real  paper 

We  have  already  pointed  out  the  very  common  error  that  Bills 
Exchange  are  paid  in  money.  Bills  an3  very  rarely  paid  in 

aoney  :  they  are  paid  by  discounting  fresh  bills.  Thus,  in  ordi- 
nary times,  previous  Debts  are  always  paid  by  creating  new  Debts. 

No  doubt  if  the  banker  refuses  to  discount  the  customer  mtist 

meet  ins  bills  in  money  :  but  then  no  trader  expects  to  do  that. 
He  nsoally  has  a  fixed  discount  limit ;  and  if  he  brings  good  bills, 
he  has  little  less  than  an  absolute  right  to  have  them  discounted ; 
and  if  the  banker  c-alls  upon  him  to  meet  his  bills  in  money,  it 
might  oblige  him  to  sell  goods  at  a  great  sacrifice,  or  might  cause 
his  ruin 

However,  it  is  always  supposed  that  the  bills  discounted  are 
good  ones  :  that  is,  they  could  be  paid  in  money,  if  required. 
Thus,  though  in  common  practice  very  few  bills  are  really  paid  in 
money,  it  is  manifest  that  the  whole  stability  of  the  bank  depends 
upon  the  last  bills  discounted  being  good  ones 

Now,  suppose  that  for  some  time  a  customer  brings  good  bills 
to  his  banker,  and  acquires  a  good  character,  and  thus  throws  the 
banker  off  his  gnard-  Owing,  perhaps,  to  some  temix^raiy  em- 

barrassment, or  wishing  to  push  his  speculations,  he  goes  to  some 
of  his  friends  and  gets  them  to  accept  bills  without  ha\ing  any 
|iro{)erty  to  tneet  tliem.  He  then  take^  these  accommodation  bills 
to  the  banker.  The  banker  buys  them  by  giving  him  a  credit  in 
his  books.    In  course  of  time  tJioee  accommodation  bills  must  be 
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met ;  and  the  way  he  meets  them  is  to  create  more  similar  bilk. 
The  drawer  may  be  speculating  in  trade,  and  loBUig  money  every 
day,  but  his  bills  must  be  met :  and  there  is  no  other  way  of  doing 
it  than  by  constantly  creating  fresh  bills  to  meet  the  former  onea. 
By  this  means  the  ciistomer  may  extract  indefinite  somB  from  his 
banker,  and  give  him,  in  exchange,  so  many  pieces  of  paper.  Now 
when  discoimts  are  low  and  times  are  pro^perouSy  this  system  may 
go  on  for  many  years.  But  at  last  a  crisis  comes.  The  money 

market  becomes  *'  tight."  Bankers  not  only  raise  the  rate  of  di»- 
count,  but  they  refuse  to  discount  as  freely  as  before  :  ihey  twi- 
traci  their  issms.  The  accommodation  bills  are  in  the  bank,  and 
mnst  be  met.  But  if  the  banker  refoses  to  disconnt  fresh  bilJa, 
they  must  be  met  in  money.  But  all  the  property  whidi  Uic 
speculators  may  have  had  may  have  been  lost  twenty  times  over  : 
and  so,  when  the  crisis  comes,  they  have  nothing  to  convert  into 
money.  Then  comes  the  era^h.  Directly  the  banker  refnses  to 

meet  his  customer's  bills  by  means  of  bis  own  money,  be  wakea  to 
the  pleiisaut  discovery  that,  in  return  for  the  money  he  has  paid, 
he  has  got  so  many  pieoea  of  paper  I 

This  is  the  rationale  of  accommodation  paper :  and  we  see  how 
entirely  it  difterB  from  real  paper.  Because,  with  real  paper  and 
bona  fide  customers,  though  losees  may  come,  yet  directly  the  loss 
occurs,  there  is  an  end  of  it.  But,  with  accommodation  paper, 
the  prospect  of  a  loss  is  the  very  cause  of  a  greater  one  being 
made :  and  so  on,  in  an  ever  widening  circle,  until  the  canker 

may  eat  into  the  banker's  assets  to  almost  any  amount 
It  ia  also  clear  that  if  a  trader,  having  got  a  good  character, 

may  aometime^  do  so  much  mischief  to  a  single  banker,  his  capa- 
city  for  mischief  is  vastly  increased  if,  from  a  high  {Kiaitiou  and 
old  standing,  he  is  able  to  discount  with  several  banks  ;  for  then 
he  is  able  to  diminish  greatly  the  chances  of  detection 

30.  In  the  case  above  mentioned,  Laurmtce,  Mortimer  A  Co. 
were  of  very  high  position  and  of  old  stjmding  in  the  commcrctal 
world.  They  were  leatlier  and  hide  factore,  and  the  house  waft  of 

above  fifty  years*  standing.  They  bought  hides  on  commtfleioEi 
for  tannin;,  and  sold  leather^  and  hml  leather  conai^ed  to  tlustn 

for  Rale,  The  hides  were  {mid  for  by  tho  tanners^  acceptanoe«  of 
the  imMtfi  drafts  at  four  montha.    In  the  "ouiiu  of  baane«i  die/ 
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got  connected  with  a  considerable  number  of  houses  which  were  in 
a  state  of  insolvency.  To  support  these  houses,  and  to  extend 
their  own  operations,  they  entered  into  an  enormous  system  of 
Accommodation  Paper.  They  were  in  the  habit  of  advancing 

raonsy  to  their  customei-s  at  five  per  cent.,  and  then  dtsconnting 
these  bills  at  their  bankers  at  three  jier  cent,,  thus  making:  two 
per  cent,  by  the  transaction.  When  their  customers  oftt^n  lost 
the  money,  the  bills  were  renewed,  or  new  ones  created  of  arbitrary 

amounts,  to  conceal  the  loss.  The  bouse  had  an  agency  in  Liver- 
pool, which  pursued  exactly  the  same  course.  They  set  up  people 

ostensibly  in  buainesB,  for  the  purpose  of  drawing  on  them.  And 

these  *'  dummies"  drew  upon  the  house,  and  these  cross  acceptances 
were  afloat  to  a  large  amount.  This  will  be  sufficient  to  give  an 

idea  of  this  complicated  net-work  of  cross  transactions  between 
the  house  and  its  satellites.  In  the  meantime  heavy  losses  were 
enslained  in  their  trade  transactions,  which  were,  in  fact,  extracted 

out  of  the  bankers  by  the  fraudulent  concoction  of  bills  among 
the  losers.  The  high  standiug  of  the  house  enabled  them  to 

entangle  no  less  than  twenty-nine  banks  and  disconi^t  houses  in 
their  meshes.  At  the  time  of  the  stoppage  the  London  house  hod 
liabilities  of  £820,000,  of  which  £020,000  consisted  of  these 
fraudulent  bills.  The  Liverpool  house  had  habilities  of  £168,750, 
out  of  which  £180,000  were  fraudulent.  Such  is  one  example  of 
the  mischief  worked  by  this  nefarious  system 

A  still  more  terrible  example  ia  the  case  of  the  Western  Bank 
of  Scotland,  which  is  fully  detailed  in  a  subsequent  chapter,  which 
was  in  great  part  caused  by  the  fraudulent  proceedings  of  four 
houses.  The  cases  there  detailed  show  to  what  a  gigantic  length 
these  proceedings  were  carried.  The  Macdonalds  had  bills  dis- 

counted to  the  amount  of  £408,710,  drawn  upon  one  hundred  and 
twenty-four  acceptors,  of  whom  at  lea^t  seventy  were  men  of  straw, 
who  made  it  a  regular  trade  to  accept  bills  for  a  small  commission. 
In  fact,  they  kept  an  agent  in  London  for  the  express  pnrpofle  of 
proriiring  accommodation  acceptances 

From  these  accommodation  bills  to  forged  bills  there  is  but 
one  step*  It  is  but  a  thiu  line  of  division  between  drawing  ujK)n 
a  man  who  is  notoriously  utterly  unable  to  pay,  and  drawing  upon 

a  pti"?^n  who  does  not  exist  at  all,  or  forging  an  acceptance.  In 
practical  morality,  and  in   its  practical  effects,  there  is  none. 
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Traders  eoraetimea  do  not  even  take  the  trouble  to  get  a  beggtr 
to  write  his  name  on  their  bills,  but  tliej  invent  one.  The  case  of 
traders  dealing  with  a  number  of  small  country  connections  affortla 

facilities  for  Buch  practices.  They  begin  by  estabh'shing  a  good 
character  for  their  bills.  Their  biisinogs  gradually  incrcsaes. 
Their  oonnectiona  gradually  extend  over  all  the  Kingdom.  Tlie 
banker,  Batiafied  with  the  regularity  of  the  account,  cannot  take 
the  trouble  of  sending  down  to  inquire  as  to  the  acceptor  of  every 
bill.  The  circle  gradually  enlarges,  until  some  fine  morning  the 
whole  affair  blows  up.  The  ingennity  Bomatimos  exercised  bj 
traders  in  carrying  out  such  a  system  is  absolutely  marvelons 

It  is  in  times  of  speculation  in  great  commodities  that  Accom- 
modation Paper  is  particularly  rile.  In  a  great  failure  of  the 

harvest,  when  large  importations  are  required,  and  it  is  expected 
that  prices  will  rise  very  high,  every  corn  merchant  wants  to  be 
ahle  to  purchase  as  much  as  possible.  But  if  no  sales  have  taken 

place,  there  can  be  no  real  trade  bills.  They,  thei-efore,  pr<K>-*ed  to 
manufacture  them  in  order  to  extract  funds  from  bankers  to 

speculate  with.  No  banker  in  his  senses  would  actually  advance 
money  for  them  to  speculate  with,  with  his  eyes  open.  Never- 

theless, they  must  have  the  funds  from  the  bankers,  and  this  they 
do  by  means  of  cross  acceptances,  which  they  go  and  discount 
with  their  bankers.  They  then,  perhaps,  buy  a  certain  amount  of 
corn,  or  any  other  goods,  and  many  hankers  will  discount  their 
bills,  with  the  collateral  security  of  the  bill  of  ladiug.  And  this 
they  may  repeat  many  times  over,  till  the  quantity  of  Credit 
created  is  something  astonishing.  In  the  Crimean  war  there  waa 
a  great  demand  for  shipping,  and  there  was  an  enormoua  amooDl 

of  accommodation  bills  manufactui-ed  by  the  Liverpool  ship- 
owners, and  discounted  all  over  the  kingdom.  The  resnlte  were 

frightfully  disastrous 
The  insurmonnUblo  objection,  therefore,  to  this  species  of 

Paper,  is  the  dangerous  and  boundless  facility  it  afTords  fnr  raiaiog 
money  for  speculative  parpoaee«  And  there  is  much  reason  to 
fear  that  this  pemioiouB  system  prevails  to  a  much  greater  extent 
than  is  generally  supposed.  The  I/Pgialature  baa  im{)osed  bouodt 
upon  the  issue  of  notes  by  banks,  but  there  is  much  greater  rsiMm 
that  some  attempt  should  be  made  to  curb  the  extravagant  mag- 

nitode  to  which  this  detcstal  It^  fimetioe  has  been  developed.    The 
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Bank  of  England  is  Btrictly  forbidden  to  issue  a  single  £5  not« 
of  accommodation  paper,  and  is  it  to  be  tolerated  that  any  set  of 
advcufcurers  may  set  afloat  roanj  hundred  thousand  pounds  worth 
of  their  accommodation  paper  ? 

To  deal,  however,  legislatively  with  fictitious  paper,  is  the  most 
perplexing  commercial  problem  of  the  day.  The  difficulty  consists 
in  determining  what  is  really  an  Accommodation  Bill.  An  Ac- 
oommodation  Uill  ia  defined  to  be  a  Bill  to  which  the  acceptor, 
drawer,  or  indorser,  as  the  case  may  be,  has  put  his  name,  wUhout 
cmsideration^  for  the  purpose  of  benefiting,  or  accommodating, 
some  other  party,  who  is  to  provide  for  the  bill  when  due.  Bat 
the  whole  difficulty  turns  upon  the  consideration.  The  considera- 

tion may  be  of  many  sorts,  and  does  not  by  any  means  denote  a 
sale  of  goods  at  the  time.  Moreover,  a  bill  may  be  an  Accom- 
moilation  Bill  at  ils  creation,  but  if  any  consideration  Ix;  given 
daring  the  period  of  its  currency,  it  ceases  to  be  an  Accommodation 
Bill 

Moreover,  the  consideration  may  be  of  many  sort^.  K  A 

draws  a  bill  upon  B,  who  accepts  it  for  A*8  accommodation,  for 
the  express  purpose  of  enabling  him  to  go  to  a  bank  aud  get 
money  for  it,  that  is  a  pare  Accommodation  Bill,  and  manifestly 
frandulent.  But  if  B  draws  an  exactly  similar  bill  at  the  same 
time  on  A,  and  A  accepts  it  for  the  accommodation  of  B,  then 
neither  of  the  bills  are  Accommodation  Bills 

To  an  nnlearued  reader  this  may  seem  a  very  strange  doctrine. 

It  is,  nevertheless,  firmly-established  law.  In  Eolfe  v.  Ctfslon  {2 
H.  Blact,  571),  A  and  B,  being  desirous  to  accommodate  each 
other,  each  drew  a  bill  upon  the  other,  and  accepted  one  in  return, 
the  two  bills  being  precisely  alike  in  the  date,  sum  of  money,  and 

times  of  payment^ — neither  party  having  any  effects  of  the  other 
in  his  hand.  The  Court  were  clearly  of  opinion  that  the  two  bills 
were  mutnal  engagements,  constituting  on  each  part  a  Debt,  the 
one  being  a  consideration  of  the  othen  This  doctrine  was  repeated 
and  confirmed  in  Cowley  v.  Dunlop  (7  T.  R.,  5G5),  where  Grose, 

J.,  said,  the  instant  the  biUs  were  exchangt'd  each  was  indebted  to 
the  other  in  the  sum  which  was  the  amount  of  their  respective 
acoeptanceSf  for  the  counter  acceptances  were  a  good  consideration 
to  found  a  Dcljt  npou  either  side  respectively.  In  the  case  of  a 
single  accommodation  acceptance,  said  the  learned  judge,  there  is 
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no  debt  to  the  acceptor  ;  the  Debt  accrues  ouly  by  pajrrnent  of 
the  money.  The  acceptor,  qud  acceptor,  can  never  be  a  creditor  ; 
his  acceptanco  imports  the  admission  of  a  debt  from  him  to 
another,  and  when  he  has  paid  as  acceptor,  if  he  paid  for  any  other 
person  in  consequence  of  any  request  from  that  other»  be  becomes 
a  creditor,  not  on  the  face  of  the  bill,  but  by  a  contract  collateral 
to  the  bill.  liVhen  two  persons  exchange  acceptances,  each  becomes 
the  debtor  of  the  other  upon  bis  accepted  bills.  Bnt  when  s  man 
accepts  without  cunsidcrationi  he  is  never  a  creditor  of  the  peraon 
from  whom  he  accepts,  till  he  pays  ;  from  that  payment  arises  the 
debt ;  but  when  the  acceptance  was  exchanged^  the  debt  arises 
from  these  acceptances.  This  doctrine  was  repeated  and  confirmed 

in  the  subsequent  cases— Eose  v.  Sims  (1  B.  &  Ad.,  521)  ?  and 
Buckler  y,  BnUivant  (8  East,  72) ;  when,  it  was  adopted  by  tl»c 

whole  Court  of  King's  Bench 
This  doctrine  shows  how  utterly  hopeless  it  is  to  deal  legis- 

latively with  Acoommodation  Paper.  At  least,  they  must  be  very 
poor  rogues  indeed  who  cannot  manufacture  any  amount  of  real 
honA  Jide  bills  they  please.  Two  ragamuffins,  who  neither  po^ess 

one  sixpence  in  the  world,  have  only  to  get  a  quii*e  of  paper — if 
they  can  pay  for  it.  One  engages  to  pay  JE  1,000  to  the  order  of 
the  other.  That  would  be  an  Accommodation  Bill.  Bnt  tlje 

second  then  engages  to  pay  £1,000  to  the  order  of  the  first 
These  are  no  longer  Accommodation  Bills  :  but  given  for  a  con- 
sidBratim,  If  two- such  bills  are  good,  then  two  thousand,  or  any 
larger  number,  are  equally  good.  We  suspect  that  bankers  would 
look  aakance  at  such  pape^,  but  Westminster  Hall  declares  them 
ftU  to  be  good  bona  fide  bills,  given  for  a  good  canstderation 

Stated  in  the  above  form,  no  doubt  the  doctrine  may  appear 
somewhat  startling  to  some  ;  but  when  we  consider  the  principli^ 
and  not  the  accidental  circumstance  that  the  persona  who  may  do 
it  are  insolvent,  the  difficulty  disappears.  For  it  is  just  what 
happens  every  day  in  banking.  It  is  by  no  means  unitsual  far 
the  cQstomer  of  a  banker  to  ask  him  to  discount  his  promisaoix 
note.  If  the  banker  does  so,  and  gives  him  a  Deposit,  or  Oroditi 
or  his  own  Note^,  this  is  an  exchange  of  ̂ curitioj,  It  is  preclsalf 
the  same  in  the  other  case.  Sap|Ki«iug  that  the  holderu  of  theso 
bills  are  enabled  to  purchase  goodjs  with  them,  they  may  be  paid 
off  fit  maturity  :  if  they  cannot  do  so,  tlien  the  re-exehange  of 
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die  Bocorities  is  the  mtifcual  payment  of  each  debt,  precisely  in 
the  8amc  iDanner  as  when  two  bankers  exchange  notes  ;  or  as 
when  a  merchant  pays  his  own  acceptance  to  a  banker  in  the 

banker's  notes.  The  two  contracts  are  extinguished.  However, 
we  must  defer  saying  more  on  this  subject  until  we  come  to  the 
OOKSCDBEATION  of  Bills  of  Exchange 

I 

On  the  Transformation  of  Temporary  Credit  into 
Permanent  Capital 

31.  We  shall  now  give  an  example  of  the  application  of  the 
doctrine  that  the  UcUaie  of  a  Debt  is,  in  all  casesj  equivalent  to 
a  Payment  in  Morwj^  which  may  surj^riee  our  readers,  and  of 
which  we  have  not  seen  any  notice  elsewhere 

When  it  is  published  to  the  world  that  the  Bank  of  England 

baa  a  paid-np  Capital  of  £14,000,000,  and  that  the  various  Joint 
Stock  Banks  have  paid-up  Capitals  of  a  million  and  upwards,  most 
peisons  t^ike  it  for  granted  that  these  banks  have  these  sums  paid 
up  in  hard  cash 

Nevertheless,  it  is  a  profound  error.  Of  course  it  is  impoBsible 
for  any  stranger  to  have  an  accurate  idea  as  to  how  much  of  these 
amounts  was  ever  paid  up  in  actual  money  :  but  it  may  probably 
be  said  with  safety  that  not  one  half  of  these  amounts  was  ever 
paid  up  in  real  money  i  and  that  at  least  one  half  of  these  vast 

amounts  of  "  Capital ''  was  never  anything  more  than  the  Banh'^ 
own  Credit  turned  into  Capital 

To  explain  this,  we  may  observe  that  the  first  subecnption  of 
the  Bank  of  England  was  £1,200,000,  paid,  of  course,  in  actual 
money.  It  was  advanced  to  Government,  and  the  Bank  was 
allowed  to  issue  an  equal  amount  in  Notes 

In  1696  the  bank  stopped  pa3rment ;  and  its  notes  fell  to  a 
discount  of  20  per  cent.  In  1007,  Parliament  undertook  the 
restoration  of  Public  Credit  i  and  it  was  determined  to  increase 

the  Cairital  of  the  Bank  by  £1,000,000.  But  none  of  this  was 
paid  up  in  actual  money.  Four-fifths  were  paid  up  in  Exchequer 

Tallies,  and  one-fifth  in  the  bank's  own  Notes,  In  pursuance 
of  thifl  Act,  £800,000  were  \md  up  in  Exchequer  Tallies,  and 

•£200|000  in  the  bank's  own  depreciated  Notes,  which  were  taken 
at  their  full  value  in  cash.    Thus,  of  it^  first  increase  of  Capital^ 

m 
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£200*000  of  the  Capital  consisted  of  its  own  depreciated 
Notes.  And  the  bank  was  authorised  to  issue  an  amount  of 

Notes  equal  to  the  increase  of  Capital  And  at  eTery  subsequent 

increase  of  Capital,  the  subscribers  might  pay  up  in  the  bank^s 
own  Notes,  or  in  money,  whichever  they  pleased :  and  the  efiect 
was  exactly  the  same  :  the  amount  was  added  to  the  Capital 

The  same  thing  was  done  in  Scotland.  In  1727,  the  Bank 
of  Scotland  increased  its  Capital.  The  subscription  was  paid  up 

partly  in  the  bank*s  own  notes.  An  outcry  was  made  against 
Ibis,  but  the  Directors  justly  answered—*'  But  the  objectora  do 
not  at  all  consider  this  point,  for  the  payments  are  many  of  them 
made  in  specie  :  and  Bank  Notes  are  justly  reckoned  the  same  as 
specie  when  paid  in  on  a  call  of  Stock,  because,  when  paid  in  ii 

hsMHs  the  Demand  on  the  Bank  '* 
Here  we  see  that  the  Directors  cle£u-ly  understood  that  the 

Release  of  a  Debt  is,  in  all  respects,  equivalent  to  the  Papmeni  ̂  
Money,  The  bank  had  issued  its  Notes,  and  were,  of  ooarse, 
Debtors  to  the  holders  of  them  :  these  Debts  were  Negative 
Quantities :  wiicn  the  Call  was  made,  the  subscriber  might  either 
Pay  Money  or  Kelease  tlie  bank  from  its  Debts.  At 
every  increase  of  Caj>ital  the  very  same  operation  woold  be 

repeated  :  payment  in  Money  and  in  the  bank's  own  Notes  would 
always  be  treated  as  exactly  equivalent :  and  hence  we  see  that  at 

every  fresh  increase  of  Capital,  a  certain  quantity  of  the  bank's 
own  Temporary  Credit  would  be  turned  into  Permaneat 

Capital 
Thug  we  see  that  the  Parliament  of  England  and  the  Di- 

rectors oi  the  Bank  of  Scotland,  who  were,  probably,  equally 
innocent  of  Algebra  and  Roman  Law,  simply  from  their  own 
mercantile  instinct  treated  the  BeleoH  of  a  Debt  as  exactly  eqai- 
valent  to  a  Paipneni  in  Money 

Banks,  therefoi*e,  which  issue  Notes  may  increase  their  Capita! 
by  receiving'  their  own  Notes  in  payment.  But  banks  which  do 
not  issue  Notes  u»ay  increase  their  Capital  in  exactly  a  similar 
way.  For  if  the  customer  of  the  bank  wislies  to  subscribe  to  tho 

inci-eaae  of  Capital,  he  may  give  the  Ijank  a  clieqne  on  his  account 
This,  of  course,  is  equally  a  Rckase  from  a  Debit  and  an  tacivast 
of  Capital 

If  the  customer  has  uot  sunicient  on  \m  account  to  pay  fcf 
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the  Stock  he  wishes  to  buy,  he  may  bring  the  Bank  Bills  to  dis- 
count. The  Bank  discounts  these  Bills  by  creating  a  Credit^  or 

Debt,  in  his  favour ;  which  is  a  Negative  Quantity,  exactly  like  a 
Bank  Note.  The  customer  then  gives  the  bank  a  cheque  on  his 
account — that  is,  he  releases  the  bank  from  the  Debt  it  has 
created  :  and  that  Debt  released,  then  becomes  increase  of  Capital 

This  is  the  way  in  which  the  Capital  of  all  Joint  Stock  Banks 
is  increased,  and  it  may  go  on  to  any  extent  without  any  payment 
in  Money 

In  a  precisely  similar  way,  when  great  public  loans  are  con- 
tracted for,  a  very  large  portion  of  them  is  always  created  by 

means  of  Credit.  The  customers  of  a  Bank  wish  to  subscribe  to 

a  loan.  They  bring  it  a  batch  of  bills  to  discount.  They  draw 
cheques  against  the  deposits  created  on  the  discount  of  these  bills. 
These  cheques  may  be  paid  into  the  credit  of  the  great  contractors, 
at  their  bankers,  and  transferred  an  indefinite  number  of  times, 
without  ever  being  required  to  be  discharged  in  money;  tliey 
may,  in  fiict,  be  discharged  by  being  cancelled  against  oilier 
Credilii 

BB  2 
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CHAPTER  VIT 

THE  THEORY  OF  BANKING  DISCOUNT 

1.    Profits  made  by  a  Loan  of  Money  are  made  in  two  ways— 
(1)  By  ftdvaiiciug  the  coniplete  sum,  and  waiting  till  the  end 

of  the  year  for  the  Profit.    This  is  termed  Interest 
(2)  By  retaining  the  Profit  at  the  time  of  the  advance,  and 

advancing  the  diiTeaMice.    This  is  termed  Discount 
Bat  there  are  two  ways  of  making  Profit  by  Discount 
1.  According  to  the  ordinary  works  on  Algebra,  the  ram 

adranccd  ehonld  be  such  a  sum  as  improved  at  the  given  intcrofii 
should  iimount  t^  the  given  sum  at  tlie  end  of  the  time 

The  Bura  so  advanced  is  called  the  Present  Value  of  tlio 

given  8um 
This  species  of  Discount  is  used  in  certain  brancbes  d 

commerce :  and  it  may  be  called  Algebraical  Discount 
But  this  Bpecies  of  Discount  is  never  used  in  Banking 
2.  In  Blinking  the  full  sum  charged  as  Profit  is  dedactod^ 

and  the  difference  only  is  advanced :  thus,  if  a  Banker  discouuta 
a  Bill  at  5  per  cent. :  he  gives  his  customer  a  Credit  for  £95,  and 
reeeires  £100  at  the  end  of  the  year 

The  Profits  imide  by  Intere&t  and  Algebraical  Disconot  am 
identical 

Bat  the  Discount  used  in  Banking  is  evidently  more  profitable 
than  Interest  and  Algebraical  Discount:  lieciiuse  tiie  Banker 
receives  a  profit  of  £5  on  the  advance  of  only  £95  inntead  of 
£100 

So  long  u  the  rates  are  low  there  is  not  much  difference :  but 
as  these  increase,  the  difference  increases  at  a  very  rapid  ratio:  as 

may  easily  bo  seen 
If  a  person  lends  £100  at  20  per  cent.  Interest,  he  mlvnneei 

£100,  and  at  the  end  of  the  year  he  receives  £120  :  which  is  a 
Profit  of  20  per  cent. :  if  he  discount*  a  Bill  for  £100  at  :?0  per 
cent.^  he  advancef>  mily  £80^  and  at  Uie  enti  of  the  year  he  reoeiYei 

£100  :  which  is  a  Pi-otit  of  25  per  cent. 
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If  ho  lends  £100  at  50  per  cent,  iatei^st,  he  advances  £100  : 

and  at  the  end  of  the  year  he  Receives  £150:  or  hia  Pi"ofit  is 
50  per  cent. 

If  he  discounts  a  Dill  ut  5U  per  cent.,  be  advances  only  £50, 
and  at  the  end  of  the  year  he  receives  £100 :  i.#.,  he  makes 
Profit  at  the  rate  of  100  per  cent. 

So,  discounting  a  Bill  at  GO  per  cent.,  is  profit  at  150  per 
cent. 

If  a  pei^on  lends  £100  at  100  per  cent*  Interest  he  advances 
£100,  and  at  the  end  of  the  year  be  receives  £200  :  or  his  Profit 
13  100  per  cent. 

If  a  person  discounted  a  Bill  at  £100  per  cent,  he  would 
advance  Nothing  ;  and  at  the  end  r»f  the  year  he  would  receive 
£100  :  or  bis  Profits  would  be  Infinite 

On  Banking:  Discount 

S.  It  is  somewhat  strange  that  this  kind  of  Discount  is 
entirely  overlooked  by  Algebraists.  AVe  shall  now  trace  the 
relation  between  Profits  made  by  Interest  and  Banking 
Discount :  as  this  kind  of  Discount  may  be  termed 

To  find  lh§  Amount  of  a  given  Sum  in  ant/  itme  at  Simple 
Banking  2}iu4)unt 

Principal  Sum  in  £ 
Rate  of  Interest  on  £1  for  1  Year 
Discount  on  P 
Xumhcr  of  Years 

Amount  of  Principal  and  Discount 
Interest  on  P£  for  1  Year 

Sura  actually  advanced  ̂   P  (1  —  r) 
Profit  by  way  of  Dankiuj?:  Discount  on  cacli 

£  of  sum  actually  advauced 
Then 

r        P(l^;) 

l~T  1  +  /' 
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Which  is  the  relation  which  Banking  Discoont  bears  to  In- 
terest :  and  all  Problems  in  Banking  Discount  may  be  solved  by 

substituting  ̂    1  —  r 
and  Compound 

for  T  in  the  Problems  in  Interest,  both  Simple 

Now,  D  =  r'P  =  P 1  — r 
M  =  P  +  D 

In  n  YeaiB  we  hare 

D  =  P 
nr 

\  —  r 
(«) 

and  M  —  P  +  D  =  P  (l  +  -^~) 
08) These  two  Equations  will  enable  us  to  solve  any  question  in  the 

subject 

3.    Adopting    the  Formul83   for  calculating  Interest  and 
Banking  Discount,  we  have  the  following 

TdhU  showing  the  Profits  per  cent,  and  per  annum  at  Interest 
and  Banking  Discount 

r 
loMnit Discount Interest DiBConnt Interest DiMOont 

1 1-010101 6 
6-382968 20 

25- 

U 1-522832 H 
6-951871 80 42-857142 

2 2-040816 7 
7-526881 

40 

66*666666 

H 2-564102 

7i 

8-108108 50 

100- 

8 3-092783 8 
8-695652 

60 

150- 

^ 8-626943 

8i 

9-811475 

70 

283-383888 

i 4-1G6666 9 
9-890109 

80 

400- 

^ 
4-701570 H 10-496132 90 

900- 

6 5-200157 10 11-111111 100 Infinite 

5i 

I    5-820105 

15 18-823529 — — 

A  consideration  of  this  Table  will  show  how  Bankers'  profits 
increase  when  Disoount  becomes  high  ;  and  also  what  discounting 
a  Bill  at  50  and  60  per  cent,  (which  we  occasionally  hear  of  in 
Courts  of  Law)  means 
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To  find  in  what  Time  a  Sum  of  Money  mil  double  ilself 
ai  Simple  Banking  Diecouni 

4.    The  General  Formula  is — 

M  =  P(1  +  -^-) 

Let  M 
=  2P 

P  • 

-^T^ 

or    n 
1  —  r 

r 

Lebr =  5  per  cent. 

"A 

.'.  n 1  — A 19 

yean 
Hence  a  sum  of  money  will  doable  itself 

At  5  per  cent.  Simple  Interest  in  20  years 
Discount  in  19    ,, 

6.  The  Difference  in  Profit  in  trading  by  Interest  and 
Discount  being  connected  by  this  relation,  may  be  exhibited  by 
eitlier  of  the  following  figures 

Let  AB  represent  the  given  sum 
lie  the  amount  of  Interest 

Be'        .,        „       Discount 
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Then, Be  _       B^ 

AB"-  ̂ '  AB   "^ 

and 

.  r  =  TtkU  a 

a  =  Tun  -V 

.••a'  =  Tan 

a  =  Tan 

r  =  Tan  J 

a'  =  Tan-V -1      r 

1— r 

-1     r* 

ITT 

Henoe,  if  either  of  the  Qaantities  be  given  on  the  line  Be,  a 
portion  representing  the  other  may  bo  fonnd 

Seoond  method — 

Then 

l^et  A  be  the  origin 

AB  any  given  sum,  a 
AC  =»  amount  of  Profit  =  z 

or  —  y  —  Profit  at  Interest 

or  =  y'  =  Banking  Discount 

X 
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For  Interest  we  have  in  all  cases 

y  =  x 
The  Equation  to  a  straight  line  passing  through  the  origin  at  an 

angle  of  45® For  Banking  Discount, 

1/  r 

y 1 

—  r 

m 

If       « 

X 

y         « 

1— - 

a 

a  —  X 

X  ■ 

~  a  —  X 

The  Equation  to  a  Hyperbola 

When  a;  ==  0,  t/'  =»  0  :  when  a;  =»  a,  ̂ =»  x  :  as  it  should  be 

To  find  the  Amount  of  a  given  Sum  in  any  Time  at 

Compound  Banking  Discount 

6.    Let  B  denote  the  amount  of  £1  with  its  Interest  for 
one  year 

=  1  +  r 

Let  B'  =  amount  of  £1  with  its  Discount  for  one  year 
r  1 

Then       PB'  =  amount  of  P  in  one  year 
The  amount  of  PB'  in  one  year  is  PB'B'  ==  PB'» 

.'.  PB'^  =  amount  of  P  in  two  years  at  Comp.  Discount 
so  PB'^  =  amount  three     „         „  „ 

and         PB'*=      „         „  n         „  „  „ 

.\  M  =  PB'"  =  P  (i  +  /)«  =  P(  1  +  j^  -)»  =x  P  ( j^)" •  P-    ̂  



378     THEOUY  AND  PRACTICE  OF  BANKUN'G 

__    Log  M  —  Log  P 
^  ""  Log  R' 

The  Profits  gained  in  n  yeats  =  M  —  P 

=  P  (  R'-—  1  ) 

To  find  in  what  Time  a  Sum  of  Money  will  double  iUelf  at 
Compound  Banking  Discount 

7. 
Let 

We  have 

=  6  per  cent. 

M 

M .'.2 

.•.n 

per  ann. 
.".  n 

=  PE'. 

=  2P 

=  R' 

Log  2 

""LogTF 

Log  2 

Letr: 
Log  2 

Log  2 

=  Log  (  1  +  iV  ) 

Log  2 

=  Log  20  —  Log  19 •3010300 

=  11801080  — 1-2787634 
=  13-51  .    .    years 

Hence  a  sanx  of  Money  will  doable  itself  at  6  per  cent. : — 

At  Simple  Interest  in  20  years 
„    „      Discount     19    ,, 

Compound  Interest     14*206609  years 

9,    „      Discount    18*51  ,, 
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8.  The  formulae  for  the  Amount  of  a  Sura  in  any  given  Time 
at  Simple  Interest  and  Banking  Discount:  and  Compound  Interest 

and  Banking  Discount  are — 

At  Simple  Interest  M  =  P  (  1  +  n?-  ̂  

Discount  M  =  P  (  1  +   f— :) 

At  Compound  Interest  M  —  p(l  +r)" 

Discount  M  -  P  (l  +y-^)  =  j^~^. 

These  four  formulas  will  enable  us  to  solve  any  Problems  in 
the  subject 

To  find  the  Difference  in  Profit  at  ihs  end  of  the  Tear  between 
discounting  one  Bilt  for  £1,000  at  twelve  months,  and  dis- 

counting four  Bills  of  £1,000  at  three  months  in  succession, 
at  5  jper  cent.  Compound  Discount 

9.  M  =  PR'  =  p(l  +7^) 

Here  r  =  5  per  cent.  =  A 

=  £1,000  (  1  +  -052631 ) 

=  £1052-631 

For  four  Bills  at  3  months  we  have — 

M-P(l  +  ̂)' 
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==  P  (1-013157/ 

=  £1,000  (1-05367  .  .  by  Logs) 
=  £1053-67 

To  find  the  Profit  on  Discounting  at  more  frequent  intervals 
than  a  year 

f 

10.    Snppose  the  interval  is  six  months,  then -g- will  be  the 
Discount  of  £1  for  ̂   year 

At  Compound  Discount   the  amount  of    P  in  n  years  is 

p  ̂  1  ̂ _!Ly»  :  because  the  amount  is  the  same  as  if  the  number 
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So  for  four  months,  or  three  intervals,  the  amount  is — 

p(i+4)- 
For  three  montlis — 
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CHAPTER  VIII 

ON  THE   FOREIGN   EXCHANGES 

D^fimtion  of  an  Exchange 

1.  An  **  Exchange  "  in  commerce  is  when  a  peraon  paja 
his  Creditor  by  tniuafen'ing  to  hiiu  i\  Debt  due  to  him  from  some 
one  else 

Thus,  where  a  person  pays  a  Debt  by  means  of  a  Bank  Note, 

or  a  Cheqne  on  his  Banker,  it  is  an  **  Exchange."  It  is  an 
example  of  Navaiio  or  DeJegatio  in  Roman  Law 

Two  passengers  are  travelling  in  an  omDibns,  The  fare  is 
sixpence.  One  passenger  pays  the  conductor  a  shilling.  The 
conductor  is  then  indebted  to  that  passenger  in  sixpence.  Another 
passenger  has  a  sisrpcnce  in  his  hand  ready  to  pay  Lis  fare.  The 
condnctor,  by  a  nod,  uAh  him  to  give  the  sixpence  to  the  first 
passenger.  Thus  both  Debts  are  paid.  The  Debt  of  the  second 
passenger  to  the  conductor,  and  also  the  Debt  of  the  condnctor  to 
the  first  passenger,  are  both  paid  by  the  second  passenger  paying 
the  sixpence  to  the  first  passenger.  The  whole  transaction  is  an 
**  Exchange  " 

Tiiree  parties  and  two  Debts  are  thus  necessary  to  an  **  Ex* 

change'* The  '*  Exchanges  **  is  that  branch  of  commerce  which  treats  of 
the  remission  and  settlemonfc  of  Debts  between  parties  living  ia 
different  places  by  means  of  Paper  Documents,  and  the  Exchange 
of  the  Money  of  one  country  for  that  of  another 

The  state  of  the  Exchanges  between  any  two  plaoefl  or  Gauntries 

depends  upon  two  distinct  things  : — 
1,  The  state  of  the  Moneys  of  tlie  two  places 
2.  The  state  of  Commercial  dealings  between  the  two  places 
The  state  of  the  Exchanges,  which  depends  upon  the  state 
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of  the  Moneys  of  tie  two   places,  is  termed  the   Nominal 
Exchange 

The  state  of  the  Exchanges  which  depends  npon  the  Com- 
mercial dealings  between  th?  two  countries  is  termed  the  Heal 

or  the  Commercial  Exchange 

On  iU  Nominal  Exchange 

2.  Suppose  that  the  Coinages  of  two  countries  are  of  the 
same  metal,  and  the  Coinage  of  one  country  is  taken  as  the 
standard :  then  the  Quantity  of  the  Coin  of  the  other  ̂ hioh 
contains  exactly  the  same  quantity  of  pure  metal  is  called  the 
Par  of  Exchange  between  the  two  couutri,3s 

Suppose  that  the  Exchanges  between  England  and  Franca 
were  estimated  in  Gold.  There  is  as  near  as  possible  one* 
fourth  more  pure  Gold  in  an  English  sovereign  than  in  • 
Napoleon  or  the  French  20  franc  piece 

If  the  English  sovereign  were  taken  as  the  standard,  it  woold 

be  equal  to  1'25  Napoleon;  and  1"25  would  be  termed  the  Par 
of  Exchange  between  England  and  France 

The  Exchanges  between  England  and  France  ar^^,  howerer, 
estimated  in  franca,  which  are  a  silver  coin.  Moreover^  the 

English  sovereign  is  not  exactly  1*25  Napoleon  :  accordinglj 
25*21  (francs)  is  usually  considered  as  the  Par  of  ExohangQ 
between  England  and  France 

Effect  of  a  Depreciated  Coinage 

8.  We  have  observed  in  a  former  chapter  that  Coins  may 
circulate  at  par  in  their  own  country  at  their  fuU  nominal  valae 
after  they  have  lost  a  considerable  amount  of  their  weight  bj 
wear  and  tear,  because  pcrsonB  in  general  are  not  very  rigoroos 
in  weighing  every  Coin  they  receive 

But  when  they  arc  exchanged  for  Bullion,  or  for  the  Coi»  • 
of  a  foreign  country*  they  are  alwjiys  weighed  and  exchanged 

svcight  for  weight.    If,  therefore,  from  any  rt-ason  whatever,  the 
English  coins  hate  become  degraded,  worn,  or  clipped,  and  so 

lost  their  proper  weight  for  ^tty  they  will  »     '      '    not 
buy  so  much  bullion  or  ftiU  v  i  francs  as  if  '  j  of 
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their  ft  11  legal  weight.  If  English  sovereigns  were  in  this 
Depreciated  state  they  might  perhaps  only  purchase  24  francs 

iiiBtead  of  25*21.  This  would  be  called  a  Fall  in  the  Foreign 
Exchanges 

Or  if  an  English  merchant  were  obliged  io  pay  a  Debt  of 

2,»')21  francs  in  Fnrk,  he  would  have  to  give  more  than  £100  to 
parchase  them.  This  would  be  called  a  Bise  in  ths  Foreign 
Exchanges :  and  the  Exchange  would  be  said  to  bo  so  ranch 
a^airtst  England  by  the  amount  of  the  difference 

When  English  Coin  is  used  to  buy  French  Coins,  it  may  be 

looked  at  in  two  points  of  view^ 
1,  A  Fixed  amount  of  English  Coin  may  buy  a  certain 

amount  of  Foreign  Coin 
2.  A  certain  amount  of  English  Coin  may  be  required  to 

buy  a  Fixed  amount  of  French  Coin 
In  the  first  point  of  view,  a  Fixed  amount  of  Depreciated 

English  Coin  will  boy  a  Less  amouut  of  French  Coin 

In  the  second  point  of  riew^  it  will  requii'c  a  Greater 
amount  of  Depreciated  Euglish  Coin  to  buy  a  Fixed  amount  of 
French  Coin 

Ifent^j  when  a  Depreciatsd  Caina§B  is  said  io  produce  a  Pall 
in  the  Fore^n  Exchanges^  it  means  that  a  Given  Amount  of 
Hornet  CoinagB  mil  purcfiase  a  Less  Amount  of  Foreign  Coin 

Wlien  a  Depreciated  Coinat/e  is  said  to  produce  a  Rise  in 
ths  Foreign  ExckangeSy  it  means  that  it  requires  a  Greater 
Amount  of  Bmne  Coinage  topurcMse  a  Fixed  Amount  of  Foreign 
Coin 

A  clear  understanding  of  these  expressions  will  prevent  any 

confusion  arising  when  they  ai-e  used  indtscnminately,  as  they 
often  are,  in  discussions  on  the  Exchanges :  they  are  not  cou- 
tnulictory,  as  they  might  appear  to  be  ;  they  only  refer  to  two 

diffei-ent  methods  of  estimating  the  Coinage 
It  is  evident  that  this  adverse  state  of  the  Exchanges  will 

continue  as  long  as  the  Depreciation  of  the  Home  Coinage 
exists:  and  tliat  a  restoration  of  tlic  Home  Coinage  to  its  praper 
nJatc  will  at  once  rectify  the  Exchanges 

It  is  evident  that  a  Depreciation  of  tlie  C<»inage  by  a  Debase- 
meat  of  ita  Pnrity  will  pix>duce  exactly  the  same  effects 
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TfwTB  can  he  no  Par  of  Exchange  hiham  ei>tmtne$ 

which  me  Different  Metah  as  Umr  Li*gal  Standard 

4.  There  cun  only  be  a  Par  of  Exobange  between  iim 
countries  when  they  both  use  the  uam  AFctal  aa  their  Legal 
Standard 

There  can  be  no  true  Par  of  Exchange  between  oonntriai 
which  UBe  different  Metals,  such  as  Gold  and  Silver,  as  thw 
Legal  standard.  The  relative  Market  Value  uf  the  two  Metiib 
is  always  varying,  from  causes  entirely  beyond  the  oontrol  of  any 
law.  It  is  no  more  possible  to  have  a  fixed  price  of  ooe  in  terms 
of  the  other  than  it  is  to  have  a  fixed  legal  prioe  for  corn  or  for 
any  other  commodity 

In  tlie  year  1797,  when  the  Bank  of  England  stopped  pay* 
ment^  the  House  of  Lords  appointed  a  CJommittee  to  investigate 
tlie  subject.  The  Committee  among  other  things  wished  to 
aeoertain  the  Par  of  Exchange  between  London  and  Hamburg, 
and  they  examined  several  merchants  on  the  subject.  But  thoy 
were  quite  unable  to  agree  among  themselves  what  the  true  Par 

of  Exchange  between  the  two  places  waa :  and  "  "  Miuitti?e 
reported  that  they  were  unable  to  come  to  a  ̂   y  con- 

clusion on  the  subject,  ThettJ  cannot  in  the  natiirt*  of  tilings  be 
any  fixed  or  true  Par  of  Exchange  between  England  and  any 
country  which  uses  a  silver  standard.  It  is  only  possible  to  wy 
that  such  is  the  usual  Rak  of  Exchange  between  them.  Hence, 

when  it  is  said  that  25*21  franca  is  the  Par  of  Exchange  between 
England  and  France,  it  means  that  it  is  usually  reckon^Kl  the 
Rate  of  Exchange,  at  the  present  market  values  of  Gold  and 
Silver  :  and  even  the  best  authorities  differ  by  several  oenticnes 
in  tht^ir  estimate.  And  between  such  countries  it  is  sometimes 
impossible  to  decide  certainly  which  way  the  Exchange  ia  iinloM 
the  differenoo  exceeds  a  certain  amount 

If  fhfi  Coinage  i>  in  a  Depreciated  Sfiitt%  to  Defermim 
ivhtihr  (he  Exchange  is  Favourable,  at  Par,  or 
Adverse 

6.    Suppuee  that  at  any  time  when  tlie  Englf^h  Coltmge  ia 
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at  ite  full  lo2:al  weight,  £100  in  sovcrcigna  will  purchase  2,621 
French  silver  francs 

StTi>|K>8e  that  the  Cuina*:e  becomes  Depreciated  ao  that  the 
Mnrkcfc  Prico  of  Bullfon  rises  to  £4  :1^. 

Tlieu  the  ̂ larket  Price  of  £100  ia  full  wei^'hted  Coin  is 
£106  11^.  7H 

Suppose  the  Exchange  on  Paris  is  at  23'80  :  or  that  £100  will 
pnrehaae  2,380  francs  ;  then  £100  11 9.1  hi  wiU  pnrchase  258C*C3 
francs 

But  as  the  Par  at  the  Mint  Price  is  2,521  francs,  it  is  evident 

that  the  Difference  Ijetween  2,521  francs  and  2,'i3*;*03  franca  is 
the  extent  to  which  the  Real  Exchange  ia  in  favoar  of  England. 

Therefore  the  Real  Exchange  ia  15'C3  francs  in  favour  of 
England 

It  is  also  easy  to  see  how  much  the  Exchange  is  depressed  i 

because  £100  ought  to  purchase  258C'63  franca:  but  they  will 
only  purchase  2,380  francs :  coupeciueutlj  the  Exchange  is 

depressed  by  20(>'6;^  frmcs:  or  the  100  sovereigns  arc  deficient  in 
that  amount  of  their  legal  weight,  and  this  will  be  found  to  tally 
with  the  rise  of  their  Market  Price  above  their  Mint  Price 

Ileme^  a  Dqwecifihd  Coinagt^  ma^ssnrihj  produces  a  Hise  of 
the  Market  Prm  of  BulUon  above  the  Mint  Prm:  and  a  Fall 
iti  tJis  Fareujn  Exchwigi^s  belotv  Par 

Bt'cause  it  will  require  a  Greater  amount  of  the  Cnrrent  Coin 
a  Fufld  amniuit  of  Bullion  :  and  a  Fited  amount  of  the 

Qt  Coin  will  buy  a  Li'ss  amount  of  Foreign  Coin 
Andf  evidmily,  a  Rise  of  t/w  Market  Price  of  BidUon  ahtmei 

thB  Mint  Price:  and  ft  Fall  of  tfw  Foreign  Exchangfig  hebtr 
Par:  Proves  and  Measures  the  Depreciation  of  the 
£hifflish  Gomage 

Henoe  we  have  the  following  rule — 
Fiiui  the  Market  Price  in  London  compared  to  the  MtrH 

Price : 
Multiply  thB  Market  Pri/^e  so  found  hg  the  Rate  of  Exchange : 
Then  the  Exchange  is  Favourable^  at  Par^  or  Adverjte^  ac- 

s&rding  a$  lite  Result  is  Abave^  At^  or  Below  Par 

And  the  Depression  of  the  Exchange  canRnl  by  the  Depreeia- 
tiaii  of    the  Coinage  is  the    Difference   between  the  Sum  so 

00 
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expressed  in  fche  Mint  and  Market  Prices,  multiplied  by  the  Rat© 
of  Exchange 

In  tbc  excellent  state  in  wliich  our  Coinage  now  ie,  the 
qnestion  of  the  Nominal  Exchange  is  of  little  iraportanoe :  but 
it  is  impossible  to  nnderstanil  the  history  of  the  Currency  without 
it.  And  it  is  essential  as  iv^ards  all  Foreign  conntries  which  nao 
an  Inconvertible  and  Depreciated  Paper  Money 

On  Inconvertible  Paper  Money 

6.  The  above  considemtious  affect  Coinages  of  Gold  and 
Silver  ;  but  in  modern  tiineg  a  new  species  of  Money  has  oome 
into  liBo,  and  nearly  every  conntry  haa  had  recourse  to  it  in  tiinee 

of  public  difficulty — and  that  is  Paper  Money 
While  Paper  ia  convertible— 1>.,  while  the  liolder  of  it  can 

compel  the  issuer  to  give  specie  on  demand  in  exchange  for  it — 
it  is  evident  that  it  cannt^t  circulate  at  a  discount ;  because  if  it 
fell  to  a  discount,  the  holders  of  it  would  at  once  go  and  demand 
Gold  for  it 

In  quiet  and  ordinary  tiniei^  a  Bank  can  keep  in  circulation 
a  very  much  larger  amount  of  Credit  either  in  the  form  of  Notes, 
or  simple  Bank  Credits,  than  the  Bullion  they  are  obliged  to 
retain.  In  fact,  as  has  been  seen  in  a  former  chapter,  Banking 
profits  can  only  be  made  by  creating  aud  issui ug  Credit  in  eioeis 
of  Bullion.  And  so  long  as  tliere  k  confidenoe  in  the  iesaers, 
thia  Credit  circulates  and  produces  in  all  rospeeta  identically  tba 
Bame  effecta  as  so  much  Gold 

But  nuppoee  some  great  public  calamity  happens  such  00  war, 
or  an  invasion,  this  confidence  vanishea  and  numerous  parsooii 
would  demand  Gold  for  their  Credit 

Under  these  circnmatances,  and  with  the  enormous  quantity 
of  Paper  in  circulation  in  modern  times,  every  country  in  Europe 
has  been  compelled  to  suspend  payments  in  cafih  ;  and  to  giro 
an  artificiiil  value  to  the  Paper  by  receiving  it  in  i>5iy»uent  for 
taxes,  do.,  at  its  nominal  value  in  specie  :  and  by  making  it  Legal 
Tender.  When  this  is  tione  the  Paper  Money  becomes  in  all 

nispects  cquiv^&lent  to  a  new  standard,  juMt  m  much  m  Gold  and 

Silver  ;  aud  ita  value  Is  '^  I  by  exactly  tlia  same  prinoiploi  aa affect  ihu  value  of  Uul .  iver 



LORD    KING  8   LAW 387 

Under  the  old  aysfcem  of  attempting  to  fix  the  price  of  Gold 
relatively  to  Silver,  there  was  no  power  of  convertibility  of  one 

into  the  other,  Bimilar  to  the  convert ibih*ty  of  the  Bank  Note. 
If  Silver  fell  to  a  discount  as  compared  with  Gold,  no  one  could 

dematul  as  a  right  to  have  hia  Silver  exchanged  for  Gold.  Con- 
juently  the  inevitable  resolt  of  a  considerable  change  in  the 

{nantity  of  either  metal  was  a  change  in  their  relative  values. 
In  1794,  Gold  rose  to  84*,  if  purchased  with  Silver  Bullion  :  but 
if  the  Silver  Coin  had  been  convertible  into  Gold  like  a  Bank 

Note>  this  difference  never  could  have  arisen  :  any  more  than  a 
Bank  Note  convertible  into  Coin  can  circulate  at  a  discount  as 

compared  with  Coin 
Now  Paper  Money  when  iflsued  as  a  substantive  Coinage 

follows  exactly  the  same  rules.  If  only  t!ie  usual  Qaantity  of 
it  bo  issued,  i>,,  no  grmter  quantittj  than  would  lmv&  been  issued 
if  U  had  been  convertible  into  Coifi,  it  will  continne  to  circnlate  at 
its  Par  value-  But  if  these  issues  be  increased  in  Quantity,  and 
if  the  natural  correction  of  excessive  issues  be  taken  away,  vix., 
payment  in  coin  on  demand,  exactly  the  same  result  follows  afi 
attends  a  greatly  increased  Quantity  of  Silver— it  falls  to  a 
Discount 

liOrd  King*s  Law  of  Paper  Money 

7.  When  cither  of  two  metals  afi  Coinage  becomes  greatly 

increiised  in  quantity,  it  Biminiahes  in  Value  aa  oompai'ed  with  the 
other  ;  and  Gold  and  Silver  Money  not  being  convertible,  if  tliey 
are  oompclled  to  circulate  at  a  fixed  ratio,  in  accordance  with 

Gresham's  Law,  the  one  which  is  underrated  invariably  dlBappeara 
from  circulation  and  is  exported  to  foreign  countries,  wher^  it 

may  exchange  for  its  true  value 
When  one  metal  diminishes  in  Value  with  respect  to  the  other 

it  is  not  Depreciation,  because  it  has  a  value  of  its  own  in  the 
market  of  the  world.  But  when  Pajier  Money  is  used  in  a 
country  which  has  no  Value  of  its  own,  but  merely  an  artificial 
Value,  and  it  bocome.i  cxcessivo  in  quantity,  it  cannot  be  ex- 

ported ;  because  it  has  only  a  Local  Value,  and  not  a  General 
Value  in  the  Market  of  tlio  world.  It  falls  to  a  discount  k\M 

tx>mpared  with  Coin;  and  in  thi^j  case  it  is  Depreciatioa : 

CO  s 
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becntiRe  it  professes  to  be  equal  m  Valoe  to  Coin,  and   it  i£ 
Dot   BO 

If  it  is  attempted  to  niaintaia  a  fixed  ratio  betw^eeti  Paper 
Money  and  Coin  afler  the  PajxT  hns  fallen  to  a  Discount, 

exactly  the  sarae  result  fullows  as  took  place  when  Coin  of 
inferior  value  rirculates  at  par  with  Coin  of  sufKjrtor  value.  The 
Coin  is  all  hoarded  or  exported :  it  entirely  diaappeare  from 

circulation  :  and  nothing  but  Paj>er  i-eraaina*  As  the  quantity 
of  Paper  is  increased  it  falls  iu  value  :  all  Prices  rise  :  the 
Foreign  Exchanges  fall :  and  all  the  Foreign  Trade  of  the 

country  is  deranged 

A  few  years  after  the  Bank  of  England  suRpended  payments 

in  1797,  the  Price  of  Bulliou  ropc  and  the  Foreign  Exchaugea 
fell :  deranging  the  whole  course  of  the  Foreign  trade.  Some  able 

writers,  the  most  cons[jicuous  of  whom  was  Loi-d  King,  maintained 
that  this  was  due  to  the  Depreciation  of  the  Bank  Note.  Strong 

interest^^  however,  contested  this  doctrine.  The  Bank  contested 

it  because  it  found  it  profitable  to  issue  ns  much  Paper  as 

possible:  raorchauts  contested  it  bcc4iu«e  tliey  were  afraid  that 
their  accomni' Nation  would  be  restricted.  After  a  short  time  the 

value  of  the  IJinik  Note  improved,  and  the  question  slumbered 
In  1809  the  same  phenomena  recurred  in  a  much  mora 

exaggerated  form,  and  gave  rise  to  the  appointment  of  the  cele- 
brated Bullion  Committee.  All  the  witnesses  before  this  Com* 

mittee  except  ouemiiintatned  that  it  was  not  trhe  Bank  Note  which 

bad  fallen,  but  that  Gold  had  nsen 
The  Rejiort,  however,  drawn  up  by  Huskiason,  Horner,  and 

Thornton,  entirely  disproved  thi^  assertion,  and  showed  that  the 

Rise  of  the  Mai'ket  Price  of  Bullion  and  the  Fall  of  the  Foreign 
Exchanges  was  due  entirely  to  the  Depreciation  of  the  Bank  Note 
from  Exoeasive  quantity  i  and  they  recommended  a  Diminutton 
of  its  ifisnee  so  as  to  restore  the  Value  of  the  Bank  Note 

Resolutions  in  aocordance  with  the  report  were  moved  by 
Horner;  it  was  proved  that  there  two  prices  in  common  aae  ; 
a  Paper  Pric^  and  a  Afuney  Price ;  and  that  a  £1  Bank  Note 
and  7«,  were  commonly  given  for  a  guinea.  NeverthelosH,  under 

the  influence  of  party  passion,  the  Uoum  of  Comtnons  voted  tli«i 
a  guinea  wan  equal  to  u  Bank  Note  and  U,  iu  pubHo  rstimaiioii : 

or  that  27  ̂   2L      Vrml  hv  this*  vor**  fnmi  aW  «  ontroL    tho  Btmk 



THE   REAL   EXCHANGE 
389 

made  more  extraTa^ant  issues  than  ever,  bo  that  in  1815  tbo  Bank 
Note  was  onlj  eqiTal  to  lis,  0</. 

However,  the  doctrine  of  the  Bullion  Report  gradually  ct)n- 
vinced  the  Mercantile  world:  and  in  181 D  they  were  almost 
onanimously  in  its  favoar 

Lord  King's  Law  is  this — 
A  Rise  of  Uie  Papm'  Oi'  Market  Pries  of  BuUmi  above  th$ 

Mint  Price:  and  a  Fall  of  the  Fonitjn  ExchafUfes  Mow  the 
Limits  of  thi  Real  Exchatuje:  is  ths  Proof  atid  the  Meamn^  of 
the  Depreciation  of  the  Paper  Monft/ 

This  principle  is  so  universally  admitted  now,  and  bo  perfectly 
evident,  tliat  there  is  no  nsein  wasting  more  words  to  prove  it 

It  shows  that  Paper  Money  must  always  be  restrained  within 
oertain  Limits  to  maintain  a  Par  Value  with  Gold.  But  if 

this  be  duly  done,  Inconvertible  Paper  Money  may  circulate  along 
with  Bullion  at  par 

If  the  Bank  of  England  had  duly  limited  its  issues,  its  Notes 

might  have  circulated  at  par  with  gold.  In  1874  the  Incon- 
vertible Notes  of  the  Bank  of  France  circulatod  at  par  with  Coin 

because  they  were  carefully  limited 
This  doctrine  contnins  the  principle  by  which  all  Credit  and 

Paper  Currency,  whether  Convertible  or  ItKcinvertiblc.  nmst 
be  regulated — namely,  a  strict  attention  to  the  Price  of  Bullion 
and  the  state  of  the  Foreign  Exchanges 

The  demonstration  of  the  Bo  I  lion  Committee  was  in  course 

of  time  univei-sally  accepted  hy  the  Banking  and  Mercantile 
world  ;  the  only  dittloulty  left  unsolved  was  tho  PracticaJ  Measures 
to  be  adopted  to  carry  it  into  effect 

However,  after  several  unsuccessful  attempts  to  di8<:over  the 
true  method  of  giving  effect  to  tliis  doctrine,  this  problem  has 
now  been  successfally  solved  :  and  thus  the  Theory  of  the  Paijer 
Cnrrenoy  is  now  complete 

On  the  Real  &r  Oommercial  Exchangre 

8.  We  have  now  to  expluiu  tho  mechanism  of  tho  Real  or 
CouiinercifJ  Exchange 

Supp<isc  A  in  London  is  Creditor  to  B  and  Debtor  to  B\  both 
in  Edinburgh,  in  ccpul  amounts 
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Then  to  settle  these  Debts  ib  would  be  Dccesgarj  for  B  in 
Edinburgh  to  send  the  money  to  A  in  London  :  and  A  in  London 
would  have  to  send  an  e(iual  amount  to  W  in  Edinburgh.  This 
would  require  two  transmiBsious  of  specie  between  London  and 
Edinburgh,  at  some  expense 

The  business  may  be  settled  much  more  easily  and  cheaply  if 

A  Bends  B',  his  Creditor  in  Edinburgh,  an  order  upon  B,  his 
Debtor  :  by  tliis  means  both  Debts  are  discharged  by  B  paying 

over  the  money  to  B':  that  is,  by  the  simple  transfer  of  the 
money  from  B  to  B'  in  the  same  place,  instead  of  by  two  trana- 
fers  between  London  and  Edinburgh,  This  order  is  termed  a 
Bill  of  Exchange:  and  the  operation  is  exactly  similar  to  a 
person  paying  a  Debt  by  a  Cheque  on  his  banker 

Thus  an  *'  Exchange  *'  requires  at  least  ihre§  parties  and  twa 
Debtfi 

0/!  Exchang<^  with  Four  Parties 

9,  But  the  course  of  tnide  between  two  places  gives  rise  to 
more  com  plicated  trans^ictrons 

In  the  above  ca«*e  we  have  supposed  A  to  fulfil  two  eharaoten  t 
to  be  Debtor  to  one  party  and  to  be  Creditor  to  another  in 
Edinburgh 

Bnt  in  the  Exchanges  it  more  nsnally  happens  that  there  an) 

four  parties 
Suppose  A  in  London  is  Creditor  to  B  in  Edinburgh  :  and 

B'  in  Edinburgh  is  Creditor  to  A'  in  London 
Then  to  settie  these  Debts  two  transmissions  of  specie  are 

&6Q60sary  betweou  London  and  Edinburgh 

But  suppose  that  A'  in  London  gfies  to  A  and  jiays  him  ibe 
money  he  owes  to  B'  in  Edinburgh,  and  buys  from  him  his  Debt 
against  B  in  Edinbvirgh.  He  then  sendii  thin  order  to  his  own 

Creditor  B' :  and  B'  presents  the  order  to  B,  and  B  pays  him  iba 
money  :  henoe  both  these  Debts  are  settled  by  tw^o  local  tranMftn 
instead  of  by  two  tmnsuiissions  ofjipocic  hetwetin  the  two  pl«ct>i 

When  the  DebUn  kjtween  I^ondon  and  Edinburgh  are 
exactly  equal  they  may  all  be  discliargod  by  meana  of  tb$«e 

"Exchanges''  without  sending  any  specie.  The  Exclumgee liTo  tbcu  said  to  be  at  Far 
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The  Time  Par  of  Exchange 

10*  Suppose,  however,  that  the  Debts  betwetjri  London  and 
Edinburgh  are  not  equal  :  and  that  Edinburgh  wishes  to  send 
more  money  to  London  than  it  has  to  receive  from  London, 
Theo  the  Demand  for  Bills  is  greater  than  the  Supply 

But  as  it  is  cheaper  to  eend  a  Bill  than  the  Cash^  those  wliu 
are  bound  to  send  Money  will  bid  against  eiich  other  for  the  Bills 
in  the  market  as  for  any  other  mercliandise  :  and  the  Price  of 
Bills  will  riee  :  or  a  Premiuni  will  have  to  be  paid  for  a  Bill  on 
London 

London  is  the  great  centre  of  conuneixse.  It  ia  the  seat  of 
Government,  to  which  the  revenne  ia  remitted  from  all  parts  of 
the  country.  The  great  families  from  all  parts  of  tlie  country 
go  to  reside  there,  and  their  revenues  must  l>e  remitted  to  them 
there.  Hence  there  is  always  a  much  greater  quantity  of  money 
seeking  to  flow  to  London  from  the  country  than  the  contrary. 
Consequently  the  Demand  fur  Bills  on  London  in  the  country  is 
always  greater  than  the  Supply  :  and  therefore  Inland  Bills  upon 
London  are  always  at  a  Premium 

This  Premium  is  computed  by  Time.  It  is  an  essential 

part  of  the  business  of  a  banker  to  give  thcst'  Bills.  If  a  person 
in  Edinburgh  wants  a  Bill  at  sight  ou  London,  he  has  to  pay  Is. 

per  cent.,  or  four  days'  interest.  This  is  termed  the  Time  Par 
of  ISxcIiaiige  between  Edinbcirgh  and  London.  There  is  a 

similar  Preminm  on  Bills  on  Time  Par  of  Exchange  betwii^n  all 
other  towns  in  the  conntiyand  London.  This  is  termed  Inland 
BxchangB 

It  appears  from  this  that  when  in  any  place  the  Demand  for 

Bills  on  any  other  place  is  greater  than  the  Supply,  and  there- 
fore when  Bills  Hu  to  a  Premium^  the  Exchanges  are  adverse 

to  the  first  place,  because  it  has  more  money  to  pay  than  to 
TOceive 

But  when  the  Supply  is  greater  than  the  Demand,  Bills  fall 

to  a  Discount,  and  the  Ejtchan^a^s  are  favourable  to  the 
first  place,  beciiuse  it  has  more  money  to  receive  than  to  (lay 

It  must  be  observed,  however,  tliat  the  inteitists  of  Bayers 

and  Sellers  are  opposite :  if  the  Exchange  is  unfavotu*able  to  the 
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Bujere  of  Bills,  or  those  who  wish  to  send  money,  it  is  equally 
favourable  to  the  Sellers  of  Bills,  or  those  who  have  to  receive money 

Buyers  of  Bills  are  also  termed  Remitters:    and  Sellers  are 
also  termed  Drawtn 

On  Foreign  Exchange 

11.  The  principle  of  Foreign  Exchange  is  exactly  the  same 
as  that  of  Inland  Exchange.  But  there  is  considerably  more 
complication,  in  consequence  of  difiierent  countries  using  different 
Metals  as  legal  standards  and  different  Coinages 

In  Exchange  between  two  foreign  places,  and  of  different 
Moneys,  the  Money  of  one  place  is  always  taken  as  Fixed; 
and  the  Exchange  is  always  reckoned  in  the  Variable  Quan- 

tity of  the  Money  of  the  other  place  which  is  given  for  it 
The  former  is  termed  the  Fixed  or  Certain  Ptice :  and  the 

latter  the  Variable  or  Uncertain  Price 

Between  London  and  Paris  the  £  is  the  Fixed  Price,  and 
the  Exchange  is  reckoned  in  the  variable  sum  of  francs  and 

cents  given  for  it 
On  the  contrary,  between  London  and  Spain  the  Dollar  is  the 

Fixed  Price,  and  the  Exchange  is  reckoned  in  the  Variable 
number  of  Pence  given  for  it 

When  any  place  is  taken  as  a  centre,  if  the  Money  of  the 
Place  is  the  Fixed  Price,  it  is  said  to  Beceive  the  Variable 
Price 

But  when  the  Mouey  of  the  place  is  the  Variable  Price,  it 
is  said  to  Give  the  Variable  Price 

Thus  London  Receives  from  Paris  so  many  Francs  and  Cents. 
for  the  £  :  on  the  contrary,  London  CHves  Spain  so  many  Pence 
for  the  Dollar 

In  the  quotations  of  the  Rates  of  Exchange  it  is  usual  to  omit 
the  Fixed  Price  and  name  only  the  Variable  Price  :  and  then  that 
sum  is  termed  the  Bate  or  Course  of  Exchange 

According  to  I'afes  Modern  Cambist  the  following  are  the 
prcs(Mit  Rates  of  Exchange  between  Louduu  uud  the  principal 

Corcigu  cities  ; — 
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London  Hecelve8  from 

AmgtleHam  .    \\'\\\  FloriiiH  iind  silver  for  £1 
Gi'rniniiy     .         .    20>i3  Impvrial  M/irbj  aud  PfeQiimgB  for  £1 
Frttucse         .        .v 
Italy  ,  I 

Btdffiiim      *  [  ̂̂ *^  Franca  or  Lire  and  Ceotfi.  lor  £1 Swjt?;crlaiid         J 

AufiUia       .        .    10*35  Florins  and  Kfcuzgt^  for  £1 

London  Gives  to 

Lisboii     •        •        .        .        .  ri3i  Pi'uuu  for  1  Milreis 
Bpftin    m\  M  1  Hard  Dollar 
Gibrultiir    40)  ,,  „ 
St,  Peterflbnrg  ....  H7^  „  1  Silver  Bouble 
li\Q  Janeiro      .        .        .        .  2()|  „  1  I^Iilma 
New  York         *        •        .         .  4li  „  1  U.a.  Dollar 
Calcutta    23  „  1  Govt-  llupoe 

The  ubove  iiro  the  ̂ liut  I'ui*  lUt-us  :  b»t  in  sonic  countrius 

they  juv  deruiii^^ud  by  ?ii[>er  Muiiey  being  the  cii*ciilatiiig  Meditiiii 
of  tliu  wmitry  instead  of  specie 

EffecU  of  ihB  Eul^n^jea  beuuj  Favourable  or  Adverse  to 
London 

13.  As  a  General  Ride,  when  the  Exchani^es  at  any  place, 
bch  lis  Loudon,  iire  Affaind  the  phit-^,  or  Advent,  BiIIh  on  foreign 

placcas  arc  at  a  Premium,  because  London  has  more  money  to 
trend  than  to  iijeeive 

On  tlie  contrary,  when  the  Excban«fee  are  favourable  to 
London,  foreign  Bills  fall  to  a  Discount,  because  London  has 
more  money  to  receive  tban  she  has  to  pay 

But  in  consequence  of  the  Opposite  modes  of  reckoning  the 

Kxchanges  in  Litndoa  on  different  foii'ign  conntries,  the  very 
game  elTectfi  will  acquire  to  be  expressed  in  Opposite  terms, 
according  as  London  Receives  or  Gives  the  Variable  Price 

Exchange  be/wrm  London  and  Plcum   from   which  ii 
Receives  tfw  Varmbk  Price 

13.    If  the  Exchange  of  London  and  Park  ia  Oj^imt  Lundoa: 
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that  is,  if  the  Demand  for  Bilk  iu  Lf)udoQ  on  P^Hs  is  grniier 
than  the  Sopply,  and  therefore  Bills  rise  to  a  Pn^mium^  it  is  clear 
that  the/  will  ptirchttso  Fewer  franca 

Heuce,  between  London  and  Paris,  whin  the  Exchani:»>  i« 
against  London^  the  Eate  of  Exchange  will  fall  Below 
Par 

On  the  oontnuy,  when  the  Exchange  is  favourable  tc  London  i 
and  the  Supply  of  Bills  h  greater  than  the  Demand,  and 

fore  Bills  fall  to  a  Discount :  the  Bate  of  Excluinge  will  Riae" Above  Par 
And  the  game  h  manifeatl/  true  with  respect  to  all 

places  from  which  London  Beceives  the  Variable  Price 

Sxchaiiges  hetwein  London  and  Places  to  which  it  Gives 
the  VariabU  Price 

14,    But  of  conrae  the  contrary  takes  place  between  London 
uad  all  places  to  which  it  Gives  the  Variable  Price 

If    the    Exchange    between   London  aud   Bpain   is   agaioHi 

London  :  and  BiIIb  on  Spain  ri^  to  a  Preniiam ;  London  mostj 
Give  more  Pence  to  buy  a  Spanish  Dollar 

Hence  between  London  and  Spain,  when  Exchange  is  Afjaind  ' LouJon  ;  the  Rate  of  Exchange  Rises  Above  Par 

On  the  contrary,  when  the  Exchange  is  Famm*able  to  Loadaa« 
ihe  will  Give  Fewer  Pence  to  buy  the  Dollar 

Hence  between  London  and  Spain  when  the   ExchangQ  is 

famurabh  to  London,  tlie  Rate  of  Exchange  Falls  Below  Far  j 
And  the  same  is  manifestly  true  with  respect  to  all  other  pla 

to  which  London  gives  the  Variable  Price 
Hence,  when  the  Bate  of  Exchange  between  London  and  any 

other  place  varies  from  Par,  in  order  to  determine  whether  the 
Exchange  is  favourable  or  adverse,  it  is  always  neceeaarf  to  con- 

sider whether  London  gives  the  Variable  Price  ta,  or  Recmu  tbt^ 
Vfti'iablo  Price /row,  that  place 

One  iiui^uu  of  the  complication  of  the  subject  of  ExclMmg 
U  that   London  Gives  the  Variable   Price  to  ̂ omo  places 
Receivee  it  from  others:  conaequeutly  the  aame  I  tend  StaUs  of  ibi 

Kxchun^^cs  rcijuiii^  opposite  expreii.si(.)ris  in  these  oppodte 
But  it  is  exactly  the  fiame  with  all  the  other  great  anti^  ofl 
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LExotiange  :  they  eaeli  give  tho  Variable  Price  to  eome  places  and 

[£0CMV«  \\,fTom  others 

On  (he  Limits  of  the  Variations  of  the  Exchanges 

16.  When  the  Debts  to  be  exchanged  Ix^tueeti  any  two  places 
are  exactly  eqnal,  the  Demand  and  Supply  of  Dilk  at  each  place  is 
exactly  equal :  and  the  Exchanges  are  at  Par :  because  there  is 
no  money  to  be  remitted  from  either  aide 

But  if  one  place  has  to  send  more  money  thm  it  has  to 
^7eoeive^  the  Demand  for  Bills  will  cause  them  to  rise  to  a 

premium 
It  is  the  duty  of  the  Debtor  to  place  the  money  on  the  apot 

for  the  Creditor  at  bis  own  risk  and  expense  :  couaequently  as  it 
it  cheaper  to  send  a  Bill  by  post  than  to  send  the  ciLsh  with  all 

the  expenses  of  fi*eight  and  insurance  to  pay>  he  would  rather  give 
a  little  more  than  the  nominal  value  of  the  bill  in  order  to  save 

the  expense  of  sending  the  cash 
But  he  will  not  give  more  than  the  costof  sending  the  Bullion  : 

because  if  the  Price  of  Bills  was  higher  than  that,  it  would  be 

cheaper  to  scud  the  money  itself 
Hence  the  Oo6t  of  seading  the  money  is  a  Superior  Limit 

to  the  Variations  of  the  Real  Exchange 
But  the  reverse  case  may  also  happen.  The  Supply  of  Bills 

in  London  or  Paris  may  exceed  the  Demand,  In  that  case 
London  has  more  Money  to  receive  than  to  pay,  Tlie  Price  of 
Bills  will  consequently  fall.  But  for  the  same  reason  the  Co€t 
of  transmitting  Bullion  will  be  an  Inferior  Limit  below  which 
the  Price  will  not  fall 

Hence  the  Limits  of  the  Variations  of  the  Exchanges  are 
confined  to  Twice  the  cost  of  sending  Bullion  between  the  two 

places The  Limits  of  the  Variations  of  the  Exchanges  between  two 
places  are  Unined  Specie  Poiats :  because  when  the  rates  of 
Exchange  reach  them,  Bullion  may  be  expected  to  flow  in  or  out, 
as  the  case  may  be 

It  must  be  observed,  however,  that  these  Limits  of  the  Varia- 
tions of  the  Exchange  only  apply  to  Bills  payable  at  once,  and  to 

oooaiderable  periods.    Daring  short  periods,  and  fur  Bills  which 

mi^im 
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have  some  time  to  ran,  flactaations  in  the  Exchanges  may  greatly 
exceed  these  Limits 

At  the  present  time,  the  following  are  considered  to  be  Uie 
Specie  Points  between  London  and  varions  centres  of  Exchange 

Fbsxch 

25^2) — 4  per  mille  for  as 
25-221— Par 

25*12} — i  per  mille  against  tu 
Gbbman 

Marks 

20  52  —5  per  mille  lor  as 
20-43  —Par 

20'd3  -^5  per  mille  against  as 

Amxbicar 
Jk/Oan 

4-89  -—5  per  mille  for  xm 4-867— Par 

4-827—8  per  mille  tgainsi  us 

AUBTRALUV 

£102  always  for  us 

EfTects  of  th$  Bestoration  of  the  Coinage  on  the 
Exchanges 

16.  In  the  preceding  remarks  on  the  Nominal  Exchange,  ft 
has  been  seen  that  the  depreciation  or  degradation  of  the  Ooin  in 
which  the  Exchanges  are  reckoned,  mnst  necessarily  derange  all 
the  Exchanges  of  the  country :  and  that  the  simple  Restoration 
of  the  Coinage  to  its  due  state  will  be  sufBcient  to  Rectify  the 
Exchange 

But  the  state  of  any  other  portion  of  the  Currency,  or  Cir- 
culating Medium,  than  the  one  in  which  the  Exchanges  are 

reckoned,  will  not  affect  them 
In  the  early  part  of  the  reign  of  William  III.,  the  Silver 

Coinage,  in  which  the  Exchanges  were  then  reckoned,  had  &llen 
into  a  most  disgraceful  state  from  clipping,  and  other  caoses.  On 
collecting  bags  of  coin,  in  different  parts  of  the  country,  it  was 

found  that  their  weight  scarcely  exceeded  one-half  of  what  it  onght 
to  have  been.  In  the  beginning  of  169G  the  great  work  of  re- 
coinage  began,  and  by  the  middle  of  July  the  new  coin  b^aii  to 
be  issued  in  considerable  quantities.  The  state  of  the  Lond(»i 

Exchange  will  exemplify  our  remarks — 
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BTATEMEST    OF    THE    RATES  ON  THE    LONDON  EXOHANOJi 

DURING   1095  —  1096 

Aiii«(ir^ 
<tain OttM 

1     A«. 
iMH 

lf*4,M .-.. 

April  23,  ir/J5  . 
31-2 31.1 

i5C:29 30  11 2iMl 662 5frl 

ca- 

Hn.  24.  lli%  , 310 

31-2 

CD' 

31* 

2l»'9 

600 

00- 
63- 

Miiy     2,    „     . 

30' I 
30  3 

04- 30- 

28*8 

60^ 

61- 

61-3 

Jttly  19,    ,.     . 2^*3 306 

05- 
29* 

60- 

July   28,    „     . 
38'7 

m9  1 

68* 88' 

82-4 

53' 

58- 
54- 

Bept  29.     „     ., 
3C'5 

367 

W- 

86- 

86* 

48- 

49- 
51* 

Octr.    «,     ,,     . 
3r]'8 

8ni0 
632 

85-7 

35-8 

48- 

49- 

— 
Now.  r*,    ,,     , 

a7-i 
H7'0 

521 

37-2 
3(y*4 

47' 

48- 

49- 

Peer,  16,    M     . 

37-8 

37  10 

61- 

37-8 8e-8 46-3 

47- 

49'     , 

On  exnmininfT  this  Tnble  we  see  that  a  great  change  in  tlio 
figures  took  place  in  July,  1090,  Some  rise  very  mach^  ami 
others yTi//.  It  was  at  this  period  that  the  new  Coinage  csme  oat 

in  great  abuuduuoe.  This  reutitied  the  Exchan^^ea  :  the  Exchange's 
on  tlioso  places /row  which  Loudon  rernved  the  Variable  Priiio 
roM^  because  the  good  English  Coinage  would  purcfuwo  more 
Foreign  Coin,  Those  to  which  London  gnve  the  Variable  Price 
/#//,  because  it  required  a  less  nraouut  of  good  English  Coinago  to 
purchase  a  fixed  amount  of  Foreign  Coin 

Bank  of  England  Notes,  at  this  period,  were  at  a  heavy  dis- 
count, because  the  Bank  had  su^ipended  cash  payments :  bat  that 

produced  no  effect  on  the  Exchanges,  Ijcciiuse  they  were  not 
reckoned  in  Bank  Notes,  but  exclusively  in  Hilver  Coin 

On  Exchange  Operations 

17.     Exchange  operations    consist  in   buying,   selling,  im- 

ting  and  exporting  Bullion,  called  *'  Bullion  opemlions,** 
and  buying  and  selling  Bills,  called  ''  Banking  opcmtions" 

The  calculations  necessary  to  asceruiin  the  profit  and  loss  on 
such  operations  are  given  at  length  in  various  technical  works  on 
the  subject-  Our  object  only  is  to  examine  the  general  causes 
which  protluce  those  movements  of  Bullion,  which  bo  sorely  vex 
the  Imnking  and  commercial  world 

Exchange  operations  of  both  sorts  may  be  either  direct  or 
indireci  \  that  is,  they  may  take  place  directly  between  tlie  two 
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countries,  or  tho  final  operfttiona  may  be  effected  through  the 
mcdiam  of  one  or  more  intermediate  countries 

We  hftve  observed  thut  for  Bills  payable  at  sight  tlie  Iiroite  of 
the  Tariations  of  the  Exchange  cannot  exceed  the  cost  of  the 
transmission  of  Bnllion,  which  are  called  the  specie  pointt : 
because,  when  they  are  reached,  Bullion  may  be  expected  to  flow 
in  or  out 

When  the  Bills,  however,  have  a  considerable  time,  such  aa 

three  montlis,  or  more,  to  run,  before  they  are  paynble,  oaoset  i 

may  operate  which  may  produce  tmip&niry  flnctnations  of  tim* 
Exchange  considerably  beyond  these  limits.    These  arc,  chiefly — 

1.  The  necessity  that  the  holders  of  these  lon^-datcd  Bills 
may  have  to  realise  them,  even  at  a  considerable  sacrifice,  to 
maintain  their  own  position 

2*    The  doubtful  iwsition  of  the  acceptor,  or  the  cren^il^ 
discredit  of  the  place  they  are  drawn  upon 

8,    The  differing  relative  Values  of  the  precioQB  metals  whidij 
ttre  the  standards  of  payment  at  each  place 

4.    The  respective  Rates  of  Discouut  at  each  place 
Now,  it  may  very  often  happen  that  from  these  combined 

caused,  it  may  be  considerably  more  profitable  to  possess  Bullion 
at  one  place  than  another.  Whenever  this  is  the  case,  exchatig«j 
operators  export  Bullion  from  one  place  to  another,  for  the  sakt  ] 
of  this  profit.  They  create  Bills  ni^on  such  a  place  ;  they  dniwi 

upon  their  correspondents,  discount  their  Bills,  and  remit  Ihoj 
proceeds  to  meet  their  drafts  when  due 

It  used  to  be  the  dogma  of  many  rammereial  writero,  thai 

Bullion  is  only  exported  to  discharge  a  previous  state  of  indebted* j 
ness :  and  that,  consequently,  a  drain  of  Bullion  comes  to  a  tmtur 
end,  when  the  indebtedness  is  discharged*  But  this  ib  a  mo 
grievous  error.  The  sufficient  difference  of  profit  in  poascfQini 
Bullion  at  two  places,  will  cause  a  fabrication  of  Bills  for 
purpose  of  exporting  Bullion,  witliout  any  previous  t 
and,  of  ooiune,  this  will  continue  so  long  as  this  i  - 
profit  exists.  Consequently,  unless  this  profit  is  destroyed,  the 
drain  of  Bullion  will  not  cease.  The  effectual  way  af  aunihiittdng 
this  profit  1;$  by  raising  the  Rate  of  Discount 

It  \H  inanifeKt  that,  in  such  o[)enition«,  the  difference  of  pmfil 
between  tho  two  phuxtt  must  excuod  twice  the  omi  of  tnuistatt 
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Bullion,  because,  in  such  caacB,  thn  cost  of  transraitting  the  Bullion 

both  ways  will  full  on  those  who  ori^^nnate  them 
Between  ooiiiitrjutt  in  wiiicli  tfifre  jire  no  restraints  upon  tmde, 

the  Exchanges  will  never  vary  much,  except  on  some  suilden 
emergency ;  bufe  there  are  countries  with  which,  owing  to  the 
prohibitive  laws  which  still  infest  their  commercial  cx)des^  the 
Exchanges  are  permanently  onnivourable,  because  they  will  take 

nothing  but  Bullion  for  theii^  commodities.  Russia  is  one  of  (hese 
countries,  and  henoe,  if  not  modified  by  other  circumstances,  Bills 

upon  Russia  would  always  be  at  a  premium  ;  but  hci'e,  again, 
Ihe  effect  of  trafficking  steps  in,  which  always  has  a  tondcncy  to 
equalise  prices.  The  merchant  (if  we  may  call  him  so)  who  deals 
in  Bills,  acts  upon  the  same  principles  as  the  dealer  in  any  other 
ooounodities  :  he  buys  them  where  tiioy  arc  cheapest,  and  sella 

them  where  they  are  dearest.  Hence  he  will  try  to  buy  up  Rns- 
sian  Bilk  cheaper  in  other  Exchanges,  or  Debt  Markets,  and  sell 
them  in  the  Loudon  Debt  Market.  On  the  other  hand,  from  the 

oonise  of  trade  between  Kngland  and  Italy,  the  debt  which  Italy 
owes  to  England  is  usually  greater  thau  the  contrary ;  hence, 
Italian  Bills  will  usually  be  at  a  discount,  or  cheap,  in  the  London 
Debt  Market.  So  the  Bill  merchant  buys  them  up  cheap  here, 
and  sends  them  to  some  other  market — Paris,  for  instance — where 
they  may  be  at  a  premium.  By  these  means  the  price  of  Bills 
ig  raided  where  they  are  cheapest,  and  depressed  where  they  are 

dearest  ;  and  the  general  result  will  be,  to  melt  all  the  difFei'eneea 
l>etween  sejHirate  countries  into  one  general  result,  so  that  the 
Exchanges  will  not  be  favourable  with  one  country  aud  adverse 
with  another ;  but  they  will  be  generally  adverse  or  favourable 
with  all  the  rest  of  the  world 

Supposing,  however,  a  merchant  has  to  remit  money  to  Paris, 
while  the  Exchange  with  Paris  is  nnfavonrablo  to  England,  he  may 
poesibly  discover  a  more  advantageous  way  of  remittiug  it  than 
by  buying  a  Bill  on  Paris  directly.  Thus,  for  iu.stanee.  wliiie 
Bills  on  Paris  are  at  a  premium  in  London,  those  on  Hamburg 
may  be  at  a  discount  :  and  Bills  on  Paris  may  be  at  a  discount  in 
Hamburg.  80  if  the  merchant  buys  a  Bill  un  Hamburg,  and 
gends  it  to  his  agent  there,  and  directs  him  lo  purcliase  a  Bill  on 

Pai-is  with  the  proceeds,  he  may  be  able  to  discharge  his  debt  in 
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Paris  at  a  less  snm  than  he  would  have  to  pay  for  a  Paris  Bill  in 
London.  This  circuitous  way  of  settling  his  debt  involves  a<ldi* 
tional  charge  for  bmkerage,  comriiission,  postage,  &a,  but  the 
effect  of  it  is  sfcill  further  to  equalise  the  exchange«  between 
London  and  all  other  coimtries.  This  circuitous  method  is  onlled 

the  Arhiiration  of  Excliawjes,  and  the  sum  which  is  given  in 
Ijondon  for  the  ultimate  pric^  it  realises  in  Paris  is  called  its 
Arbitrated  Price,  When  only  tliree  places  are  used  in  the  opom* 
tions  above,  it  is  called  Simple  Arbitration,  When  more  than 
three  are  employed,  it  is  called  Compound  Arbitration.  The 
practical  rules  for  working  out  these  results  are  very  simple,  and 
will  be  foimd  in  any  technical  book  on  the  subject.  But  it  is 
very  evident  that  the  quicker,  safer,  and  cheaper  the  communl* 
cation  between  countries  become^  the  less  room  will  there  be  for 

such  operations,  because  the  limits  of  the  variations  uf  the  retil 
Exchanges,  which  are  the  margin  which  renders  such  tramuietionfl 
possible,  will  constantly  diminiali 

The  scale  on  which  these  indirect  opemtionfl  of  Exchange  b 
carried  on  is  immense,  aud  i>eculitirly  affects  the  London  Ex- 

change. There  is  no  Exchange  between  places  to  and  from  which 
remittances  have  not  oonstaufcly  to  be  made.  Consequently,  when 
such  places  trtvde,  their  accounts  must  be  settled  by  means  of 
drails  upon  some  third  recognised  centre.  Kow,  London  is  Uie 
banking  centre  of  the  world.  From  the  enormous  exports  of 
Englaud  to  all  quarters  of  the  globe,  remittances  have  to  be  made 
to  London  from  every  part  of  the  world,  Tht^re  is,  therefore,  a 
constant  demand  for  Bills  upon  London  to  discharge  the  debts 
incurred  for  these  commodities,  Heuce,  although  the  exporters 
may  send  their  goods  to  dilTerent  c<:juntrie8,  yet,  if  they  can  draw 
upon  London,  their  bills  will  be  sure  to  find  some  poichiaen 
somewhere,  to  be  remittal  to  England.  Ucnce,  Bills  upon  London 
bear  a  higher  price,  and  meet  with  a  readier  sale,  than  thorns  upon 
other  places 

One  country,  A,  may  import  from  another,  B,  less  than  die 
exports,  and,  couHequently,  a  debt  is  due  from  A  to  B^  Ako,  B 
exports  to  another  country,  0,  more  than  she  importii ;  and,  coa* 
geqnently,  a  debt  is  due  from  C  to  B,  and  A  may  discfiarge  its 
debt  to  B,  by  trausfoning  to  it  its  claim  agniitst  0 

Aa  many  eouatric^s  trade  wit  It  oao  luiollttT,  tmtwtHui   ubiob 
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there  is  no  exchange,  their  chiims  are  mutually  adjusted  by  drafts 

upon  Londou,  the  commercial  centre.  Hence,  the  London  Ex- 
chan^  18  the  most  important  in  the  world,  and  req^uires  the 
greatest  attention  to  be  paid  to  it 

In  the  same  way  that  there  are  arbitrated  rates  of  Exchange, 
there  are  arbitrated  prices  of  Bullion,  but  we  need  not  enter  into 
them  here 

On  the  Eeal  or  Commercial  Exchange 

18,  We  must  now  consider  the  causes  that  affect  the  Real 

Exchange,  or  the  true  Commercial  one,  which  ariBca  out  of  tlm 
transactions  between  thia  and  other  countries.  As  the  Britisli 

Ilantk  do  not  produce  the  precious  metaU  to  any  extent  worth 
considering,  they  are  only  to  ho  obtained  in  this  country  by 
importation,  and  we  must  now  consider  the  various  sources  from 
which  they  come,  and  the  different  causes  that  produce  an  influx 
or  efHux  of  them.  They  are  to  be  treated  in  every  other  respect 
like  any  other  foreign  commodity,  and  are  obtained  by  the  same 
means  as  any  other  one  that  we  require  for  domestic  consumption 
which  is  not  a  native  product 

The  trade  in  Bullion  may  be  divided  into  two  distinct  branches: 
the  on«  where  it  is  earned  on  directly  with  the  countries  in  which 
gold  and  silver  are  native  products :  and  the  other  with  those 
countries  which  do  not  produce  it ;  but  which,  like  uur  own, 
have  no  means  of  suppljiug  themhelves  with  it  except  by  foreign 
commerce 

I,  Wiih  BulUon-produmng  eotmtms.  Before  the  late  dis- 
coveries in  California  and  Australia,  the  chief  Bulliou-produciog 

countries  were  Mexico  and  Peru.  We  need  not  speoLfy  others, 
because  the  same  principle  applies  to  them  all,  and  to  describe 
them  all  would  rather  belong  to  a  work  on  commerce  generally. 
British  merchants  have  establishments,  or  correi^pondents,  in  those 
countries,  to  whom  they  consign  their  goods,  and  their  agents 
exchange  them  for  the  Bullion  brought  down  by  the  natives,  and 
which  is  collected  in  large  quantities,  and  usually  brought  home 
by  men-ot*war,  for  the  sake  of  security.  Most  of  the  men-of-war 
an  the  Pucific  and  West  India  stations,  used  to  make  a  voyage 
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along  the  coast,  before  they  retnm  home,  to  collect  BmDion  from 
the  merchants,  and  the  captain  received  a  commission  on  the 
freight.  In  thoee  conntries  Bullion  is  treated  exactly  like  any  other 
commodity,  such  as  tea,  or  wool,  or  wine,  and  the  British  goods, 
of  an  kinds,  are  exported  to  them  for  the  express  purpose  of  being 
exchanged  for  Bullion  to  be  remitted  home*  The  limits  of  this 
exportation  are  precisely  similar  to  the  Umits  of  the  exportation 
to  any  other  country.  It  is  clear  that  by  the  time  the  Bnllion 
reaches  this  conntry,  it  onj^ht  to  be  sufficient  to  cover  the  original 
price  of  the  goods,  and  all  the  charges  on  them  on  their  way  ont : 

as  well  as  the  agent^s  commisalon  there,  the  charges  for  freightt 
insurance,  and  commission  for  bringing  it  home,  and  a  fair  mer* 
cantile  profit  over  and  above  all  these  expenses.  Unless  it  does 
that,  the  commerce  is  not  profitable.  If  too  many  goods  are 

exported  to  those  Bullion-producing  conntries,  their  exchangeable 

value  with  Bulh'on  falls,  and  they  will  not  purchase  a  sufficient 
quantity  of  Bullion  to  afford  this  profit,  and  the  further  exporta- 

tion of  such  goods  to  those  markets  must  be  discontinued  until 
tlie  goods  first  sent  out  are  consumed,  and  fireeh  ones  required. 
The  purchase  of  Bnllion,  then,  in  those  oounlries,  is  a  very  simpie 
affair,  and  requires  no  further  notice 

IL  With  counlriis  which  do  nal  produce  BuUioru  The 
canaes  which  produce  an  inflow  or  outflow  of  Bullion,  between 
this  and  other  coimtries  like  it,  which  do  not  produce  Bullion,  are 
much  more  intricate,  and  have  excited  long  and  keen  contro- 

versies. Taking  this  country  as  the  centre,  we  may  consider  that 
the  transmission  of  Bullion,  to  or  from  it,  is  infloenoed  by  the 

Seven  following  causes — 
1.    The  Balance  of  Payments  to  be  made  to  or  by  il 
2*    By  the  state  of  the  Foreign  Exchangea 
8.    By  the  state  of  the  Currency 
4.  By  Bemittances  made  to  this  conntry,  as  the  commerail 

centre  of  Europe,  to  meet  payments  due  to  other  coontri^ 
5.  By  the  Political  bccurity.of  this  and  neigbboartDg 

ooantriee 
0,  By  the  state  of  the  Money  Mnrket,  or  the  oomparatiye 

Bates  of  Intcrci»i  in  this  and  neighbouririj^^  countries 
7,    By  the  free  or  prohibitiro  Commercial  Tariffs  of  ttdi  aod 
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foreign  conntries,  as  they  permit  or  forbid  onr  manufactures  to  be 
imported  into  them 

There  are,  then,  Seven  different  causes  which  act  upon  the 
movements  of  Bullion  ;  and,  in  any  case.,  it  is  necessary  to  ascer- 

tain to  which  of  these  causes  it  is  due.  The  iuTeterate  error 

of  mercantile  opinion  for  a  long  time  was,  that  there  is  only  one 
cause  which  causes  an  export  of  Bullion,  namelyi  a  balance  of 

payments  to  be  made 
We  have  already  shown  that  a  degraded  state  of  the  Currency 

has  the  inevitable  effect  of  driving  away  Bullion  from  here.  As 
we  may  fairly  hope  that  our  Currency  will  never  again  be  allowed 
to  fall  into  such  a  disgraceful  condition  as  it  was  till  1816,  we 
may  oondder  that  this  cause  is  not  likely  to  operate  again  on  the 
Bullion  Market ;  but  we  may  now  proceed  to  develope  the  system 
of  the  Foreign  Exchanges 

19.  According  to  the  crude  ideas  that  were  generally  received 
about  two  centuries  ago,  gold  and  silver  were  almost  universally 

oonsidei'ed  to  be  nearly  the  only  species  of  wealth,  and  it  was 
considered  to  be  the  true  policy  of  every  country  to  encourage  by 

every  means  in  its  power,  the  influx  of  Bullion,  and  to  dis- 
Gourage  its  export ;  and  most,  if  not  all,  of  the  European  nations 
have  gone  so  far^  at  one  time  or  another,  as  to  prohibit  its  erport. 
The  profit  of  foreign  commerce  was  estimated  solely  by  the 
quantity  of  gold  and  silver  it  brought  into  the  country  j  and  the 
Theory  of  Commerce  seemed  to  be  reduced  to  a  general  scramble 
among  all  nations  to  see  which  could  draw  to  itself  most  gold 
and  silver  from  the  others.  According  to  this  theory,  the  gain  of 
one  party  was  the  loss  of  the  other ;  every  article  produced  in 
another  country,  and  imix)rtod  into  this  one,  was  considered  to  bo 
a  direct  loss  to  the  country.  Tlus  was  what  was  cjilled  the 
mercantile  or  commercial  system.  According  to  this  theory,  the 
leading  maxim  which  governed  the  Legislature  was,  to  make  the 
exports  to  exceed  the  imports ;  and  the  conclusion  drawn  was, 
that  the  difference,  or  balance,  must  be  paid  for  in  cash  by  the 
debtor  nation.  When  two  nations  traded  with  one  another,  the 

difference  of  debts  between  them  was  called  the  *' Balance  of 

Trade  :"  and,  when  this  was  in  favour  of  England,  the  exchange 
was  Boid  to  be  iavoarablOi  because  Bullion  had  to  be  paid  to  her  ; 

iu>2 
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on  the  contrary,  wbeti,  on  the  result  of  trade,  pajrmerila  bad  to 
be  made  by  her,  the  balance  of  trade  was  said  to  be  against  her. 

and  the  exchange  unfavourable,  and  then  j^old  was  sent  out  of  the 
ooantry.  According  to  this  theory,  tlie  prosperity,  or  the 
contrary,  of  the  country,  and  the  profit  or  loss,  of  foiuiga 
commerce  was  exactly  measured,  according  as  gold  had  to  be 
received  or  paid,  or  aa  the  exchange  was  faToarable,  or  the 
reverse 

The  admirable  chapter  of  Adam  Smith  on  the  Principle  of 
the  Merc4mtile  Systeiti  is  a  mjisterly  expositipn  of  the  falkcy  of 
thia  theory,  and  ia  certainly  one  of  the  soundest  and  beat  written 
in  his  whole  work,  from  the  more  than  usual  consistency  of  its 
ideas,  and  the  lucidity  of  its  style,  There  are,  however,  some 
tWngs  relating  to  the  subject  which  reqiiire  further  enforcement 
and  illtistration 

So  far  froDi  the  principle  of  the  mercantile  theoiy  being  trne, 
that  gold  and  silver  are  the  most  profitable  and  desirable  objects 
of  import,  the  direct  reverse  is  unquestionably  true,  tliat  gold  and 
silver  are,  of  all  objects  of  commerce,  the  most  un])rolitable  ;  and 
it  is  a  cert^ain  axiom  of  commerce  in  a  Btat<>  of  freedom,  thai 
Bullion  will  not  he  imporied  until  it  has  become  unprofitahU  h 
import  any  other  article.  There  are  no  class  of  traders  who  derive 
80  little  pix)fit,  in  proportion  to  tlie  capital  invested  in  their 

business,  as  dealei"8  in  Bullion  and  Moaey  of  all  sorts,  whether 
they  be  Buihon  merchants  or  Bankers,  Although  the  opiniooj 
we  have  alladed  to  above  were  the  prevalent  ideas  of  the  age, 
there  were  not  wanting  a  few  sagacious  thinkere,  who  discovered 
the  tnith  of  what  we  last  said,  and  maintained  the  unprofitable 
nature  of  gold  and  silver ;  but,  like  othere  who  are  before  their 
age,  their  voice  was  imheeded,  and  the  general  object  of  oom* 
menial  ambition  and  legislation  was  to  accumulate  treasures  of 

gold  and  eilvor 

20*  There  is  no  expression  in  commerce  of  more  frequent 

occurrence  tlian  the  **  Balance  of  Trade,"  and  It  may  be  as  wetl 
to  give  the  interpretation  of  it  generally  i  ^  «lurinjif  the  last 
century,  and  which  is  not  yet  wholly  exi  1,     Mr,  Irving, 
In8]>ector  General  of  Iiuprts  and  Exports  in  17^7,  dcHned  it  that 

*-*'Tho  common  mode  of  confiidcring  tfiat  question  has  been  Co 



TflE    REAL   EXCHANGE 
405 

set  off  the  vulue  of  the  imports,  as  stated  in  the  public  accounts, 
nguiiist  the  value  of  the  exports,  and  the  difference  between  the 
one  and  the  other  has  been  considered  the  measure  of  the  increase 

or  decrease  of  the  national  profit/'  And  Mr.  Hoare,  a  banker  of 
eminenc-e  for  twenty-two  years,  said — "  I  consider  the  only  proper 
nieaas  of  bringing  gold  and  silver  into  this  country  to  arise  from 
the  surplus  of  our  exports  over  our  imports,  and  that  ratio  or 
proportion  which  is  not  imported  in  goods,  must  be  paid  for  in 
Ballion.  In  the  year  179(3r  tlie  imports  of  this  country  appeared 
to  be  £19,788,923,  and  the  exports  appear  to  be  £83,454,583, 
which  ought  to  have  bronght  to  this  country  Bullion  to  the 

amount  of  that  difference,  or  £10,6G5,660  " 
We  have  made  these  extracts  because  they  convey,  in  the 

fewest  words  possible,  the  whole  ideas  on  the  subject,  and  they 
are  made  by  persons  of  great  commercial  eminence  before  the 
Committee  of  the  House  of  Commons,  It  is  true  that  Mr*  Irving, 

who  was  Inspector-General  of  the  Exports  and  Imports  of  Great 
Britain  and  the  British  Colonies,  expressly  states  that  the  appli- 

cation of  this  principle  to  the  whole  of  the  British  trade  would,  in 
his  judgment,  be  extremely  erroneous.  We,  therefore,  do  not 
bring  him  forward  as  appromig  of  the  theory,  but  only  aa  stating 
distinctly  and  authoritatively  what  it  was.  But  Mr,  Hoare,  a 
banker  of  eminence  and  long  experience,  adopted  it ;  and  we 
believe  that  this  theory  of  the  balance  of  trade  still  retains  a  hold 

on  the  minds  of  great  numbers  of  persons  who  do  not  give  them- 
selves the  trouble  to  sift  it  thoroughly.  Nevertheless,  there  never 

existed  a  more  complete  chimera  and  pernicious  delusion  than 
this  said  doctrine  of  the  balance  of  trade,  nor  one  which  has 
exercised  so  disastrous  an  influence  on  commercial  legislation 

81,  It  appears  tijat  the  simplest  way  of  arriving  at  an  accurate 

oonclusion  on  the  subject,  is  to  consider  that  the  deah'ngs  between 
nation  and  nation  are  only  made  up  of  the  aggregate  of  dealings 
between  individnals  of  the  nations,  and  we  have  only  to  consider 
the  variety  of  methods  in  which  an  individual  merchant  may 
trade,  to  have  an  accurate  and  comprehensive  idea  of  the  com- 

merce of  the  nation.  Instead  of  dealing  with  figures  of  vast 
amount,  which  make  no  definite  impression  on  the  rnind,  and 
which  are  produced  by  a  number  of  complex  caui^s,  wc  shall  now 
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proceed  to  oonsider  in  how  many  diiferent  ways  an  individual 
merchant  may  trade  with  foreign  countries,  and  we  shall  show,  bj 
considering  the  dealings  of  an  indiTidual,  how  utterly  eTnmeo4» 
it  is  lo  suppose  that  an  influx  of  Bullion  igy  ipso  faeto,  a  proof 
that  commerce  is  flourishing  and  profitable  to  the  coontiyp  and 
that,  whether  it  is  so  or  not,  depends  very  much  as  to  where  it 
comes  from,  as  well  as  a  unmber  of  other  circumstancea 

With  respect  to  those  countries  in  which  Bnllion  is  a  natiT© 

product^  and  to  which  we  trade  for  the  express  purpose  of  ob- 
taining it,  we  have  already  ghown  that  unless  the  quantity  obtained 

in  exchange  for  oar  goods  exceeds  a  certain  amount,  the  commerGe 
m  not  a  profitable  one,  and  that  the  simple  fuct  of  Bullion  being 
remitted  from  them,  and,  therefore,  though  the  Exchanges  with 
them  must  always  be  in  our  favour,  it  is  no  proof  whatever  of 

prosperity  or  profit 
Next,  with  respect  to  countries  wliich  do  not  produce  Bullion* 

it  is  easy  to  show  the  extreme  fallacy  of  the  opinion  that  onr 
exports  should  exceed  our  imports,  and  that  the  difference  will  be 
the  profU  of  the  country  ;  in  many  cases  the  precise  reverse  is 
true,  that  oar  imports  should  exceed  our  exports,  and  the  profiCa 
are  measured  by  the  exact  snm  by  which  the  imports  exceed 
the  exports,  or  the  excess  of  what  we  receive  over  what  we  give 

To  prove  this,  let  us  take  a  simple  case.    Buppose  a  meit^haofc 
in  T^ondon  sends  out  £1,000  of  goods  to  Bordeaux:  by  the  time 
tfiey  arrive  there,  the  mere  addition  of  freight,  insurance,  and 
other  churges,  will  probably  have  increased  their  cost  of  prodac 
tioD,  or  the  expense  of  placing  them  where  they  are,  to  £1,050, 
fiupposiug  them  to  be  sold  without  any  profit  at  all.  But,  as  the 
merchant  would  never  have  sent  them  to  that  market  unless  ho 

expected  to  realise  a  good  profit,  we  may  assume  that  the  market 
is  favourable,  and  that  thoy  sell  for  £1,500,  and  he  would  pro* 

bably  draw  against  his  agent  for  £1,200.     IV  '        at 
Burdeuux,  iosttrad  of  remitting  the  money  to  J  uJ 
it  far  more  profitable  to  invest  the  proceeds  of  the  goods  in  aoiae 

native  product,  which  would  fetch  a  good  price  in  F-  -^  •  V  The 
chiof  native  product  of  that  country  is  wine^  so  t  would 

invent  tlie  pmirn^ds  of  the  gO(>d«,  alVer  deducting  ail  diarges  for 
fteight^  oomi&mioa,  4u^  in   Bordeaux  wine,  and  smui   it  W 
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n^aud.  This  wine  would  probably  be  sold  at  a  conaidemblc 
profit  ia  the  English  market :  say  it  would  fetch  £2,000  ;  and, 
after  deducting  all  the  charges  of  every  doscription  on  the  cargoes 

both  ways,  the  difference  would  bo  the  mcrchnnt'a  profit.  In  this 
case  it  is  qnite  clear  that  no  Bullion  woold  pnm  between  tho 
conntries  :  and  the  merchant  would  apparently  import  more  than 
he  exported ;  and  it  ia  also  clear  that  his  profits  are  exactly 
estimated  by  the  Excess  of  iM  Value  of  tM  inward  cargo 
above  that  of  the  otdward  one^  after  deducting  all  charges  both 
ways :  and  just  as  this  dilTerence  is  the  greater  so  is  his  gain 
greater.  In  this  case,  aa  no  balHon  would  pass  from  either 
ooontry  to  the  other,  there  would  be  no  question  of  exchanges 

It  ifl  clear  that  tho  London  merchant's  agent  at  Bordeaux 
woold  be  governed  by  several  considerations  as  to  whether  he 
would  remit  specie  or  wine  to  London,  and  ho  woald  be  chiefly 
goremed  by  the  state  of  the  wine  markets,  both  at  Bordeaux  and 
London.  For,  supposing  the  goods  to  be  sold  at  a  good  profit  at 
Bordeaux,  he  must  next  consider  the  price  of  the  wine  at 
Bordeaux,  and  also  what  it  might  be  expected  to  fetch  in  London. 
If  some  great  disaster  had  happened  to  the  vines  so  that  there 
was  a  failure  of  the  crops^  the  price  of  wine  at  Bordeaux  might 
rale  excessively  high,  but  at  the  same  time  there  might  be  a  largo 
stock  of  wine  in  London,  and  the  price  might  not  be  unusually 
high  ;  so  that  if  he  were  to  purchase  wine  at  Bordeaux,  and  send 
it  to  London,  it  might  be  a  loss.  In  snch  a  case  as  this,  if  there 
were  no  other  native  product  to  send,  he  would  find  it  more 
advantageous  to  remit  specie^  whatever  he  could  sell  the  gooda 
for,  and  then  the  exchange  would  l>e  in  favour  of  London  ;  but, 

before  the  London  merchant  could  I'eckoa  his  profits,  he  would 
have  to  deduct  the  freight,  insurance,  &c*,  on  the  specie 

Whether  the  transaction  was  profitable  or  not  to  the  London 
merchant  would  entirely  depend  on  the  amount  of  specie  he 
received  after  deducting  all  charges  ;  and  if  he  had  purchased 
the  goods  he  sent  out  from  England  cheap,  and  there  was  a 

scarcity  of  them  at  Bordeaux,  he  might  roalise  high  prices  tliei-e, 
which  might  leave  him  a  good  profit.  It  would  be  very 
irai,»rubable  that  he  could  realise  so  much  profit  on  that  single 
operation  as  in  the  double  one  of  exporting  goods  and 
importing   wine.     So  that  the  import  of  the  specie  would  be 
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lesB  profifcable  to  htm,  and  the  nation  at  large,  than  the  imjwrt 
of  tlae  wine 

The  reasons  wliich  canaed  the  export  of  specie  from  Bordeaax, 
and  the  import  of  it  into  England,  in  this  case,  are  very  plain, 
they  were  the  scarcity  and  dearuess  of  the  native  products  at 
Bordeaux,  and  the  abundant  supply  of  them  already  in  the 
London  market,  Hencej  we  gather  that  the  scarcity  atid  dearne^s 
of  native  products  is  an  infaUihh  muss  of  the  e^^ri  of  ̂ ^me 
from  a  country ;  on  the  contrary,  an  abundant  supply  of  cheap 
products  of  all  sorts,  both  foreign  and  native,  will  cause  an 
importation  of  Bullion :  and  when  products,  both  native 
and  foreign,  are  scarce  and  dear,  it  will  cause  an  export  of 
Bullion 

We  have  before  ol>gerved  that  the  exchange  being  in  favonr  of 
a  country  means  nothing  mort^  than  that  Bullion  has  to  bo 
remitted  to  it.  In  the  ease  above  described,  the  exchange  at 
Bordeaux  would  be  in  favour  of  London;  but  this  simple  cjise  is 
as  good  as  a  thousand  to  show  the  extreme  and  dangerous  fallacy 
of  drawing  any  concluBion  as  to  the  advantage  of  the  trade  to 
England,  from  the  simple  fact  of  the  exchange  being  favonrable 
to  her,  and  an  inflow  of  Bullion  taking  place 

22*  The  example  given  above  is  of  the  simplest  descripticiif 
and  a  merchant  of  eminence,  who  has  correspondents  in  several  dif- 

ferent parts  of  the  world,  might  easily  multiply  these  operatiotts*  so 
as  to  visit  many  markets  before  the  returns  of  his  cargo  were 
brought  home.  Thus,  instead  of  having  the  wine  sent  home  from 
Bordeaux,  his  correspondent  might  End  it  more  profitable  to  send 
it  to  Buenos  Ayres,  and  dispose  of  it  there.  The  chief  nativt^ 
product  of  that  place  is  hides,  and  we  may  suppose  that  his  cor* 
respondent  there  might  invest  the  proceeds  of  the  cargo  of  wioo 
m  hide8,  which  there  might  be  a  favourable  opi>ortunity  of  selling 
in  the  West  Indies.  When  the  cargo  arrived  in  the  West  Indies, 
instead  of  remitting  the  proceeds  directly  home,  it  might  voiy 
well  happen  that,  owing  to  a  scarcity  of  com  at  liome,  it  might 
be  very  high  there,  and  cheap  in  Canada,  so  he  would  invest  tho 
proceeds  of  the  hides  in  sugar,  and  diapalcli  that  toOauiula,  wbere 

the  merchants  corrLspondent  t!»'re  would  di.<{)Of^  of  it;  liod 
pmcbaae  cum,  which  ho  would  send  to  England 
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Jn  the  case  jnsfc  described,  we  observe  that  there  are  five  dia- 
tiQct  Operations  ;  and,  as  we  may  suppose,  that  there  is  a  profit 
upon  each  of  them,  by  the  time  the  returns  for  the  goods,  which 
originally  cost  £1,000,  are  brought  to  England,  it  may  very  well 
be  that  the  com,  wliich  forms  the  ultimate  payment  of  them, 
may  be  several  times  as  valaable  as  the  origiud  cargo  ;  and,  as 
we  have  supposed  the  charges  on  each  operation  to  be  deducted 
before  investing  the  proceeds  in  other  articles,  it  is  clear  that  the 

merchant's  profit  upon  the  whole  is  exactly  the  difference  in  value 
iu  England  between  the  articles  lust  purchased  and  sent  home 
and  the  original  cargo,  after  deducting  all  the  expenses  of  sending 
home  the  last  cargo ;  and  we  also  observe  that  no  specie  has  been 
sent  from  one  country  to  the  other  in  the  whole  course  of  the 
extended  operation 

This  example  is  snfBcient  to  demonstrate  the  utt^r  fallacy  of 
the  old  idea,  which  is  even  yet  not  extinguished,  of  the  Balance  of 

Ti-ade.  Nothing  can  be  more  clear,  that  unless  the  value  of  the 
cargo  which  comes  into  England,  in  payment  of  the  cargo  that  was 
Bent  oat,  is  sufticicut,  not  only  to  defray  the  cost  of  the  original 
cai^o,  as  well  as  all  charges  upon  it  and  the  return  cargo,  and  leave 
a  pmfit  besides,  the  commerce  could  not  be  carried  on.  No  English 
merchant  could  export  goods  unless  he  receives  in  return  others 
of  much  greater  value  ;  and  the  obvions  consideration,  that  the 
more  he  geta  for  what  he  sends  out,  the  more  profit4ible  it  is  to 
himself  and  the  nation,  is  sufficient  by  itself  to  explode  the  old 
fallacy  of  the  balance  of  trade.  One  obvions  source  of  error  is 
that  the  value  of  the  exports  from  this  country  is  estimated  at  the 
time  of  their  leaving  tlie  country,  and  before  the  charges  for 
freight,  &c,,  are  incurred,  which  must  necessarily  raise  their 
selling  price  in  the  foreign  market,  if  they  are  not  sold  at  a  loss, 
and  their  value  in  that  market  is  expected  to  be  considerably 
higher  than  that.  On  the  other  hand,  the  value  of  the  imports 
ift  estimated,  not  according  to  their  vahie  when  they  left  the  foreign 
country,  but  what  it  is  upon  their  arrival  here,  including  all  their 
diargefl  upon  them 

23.  If  we  suppose  that  Bordeaux  had  but  one  native  product 

—wine— the  chances  of  finding  the  markets,  both  at  Bordeaux  and 
Loudon^  in  a  favoonible  state  for  importing  produce  instead  of 
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Bpecie,  would  be  limited  to  that  single  arbide.  But  if  tt  had  oOm 
prodncts,  snch  as  olive  oil,  the  chimcea  would  be  iacreaaed 
finding  articles  to  suit  the  market,  and  the  chances  would 
evidently  be  naultipUed  according  to  the  number  and  variety  of 
its  products 

24.  Let  US  take  another  example  and  let  New  York  be  the 
fitart  ing  place.  The  Btaple  products  of  America  are  breadstuflpB  and 
provisions,  A  merchant  of  New  York  aenda  a  cargo  of  corn  to 
Liverpool,  and  hia  correspondent  there  will  endeavour  to  invest 
the  proceeds  of  that  in  British  goods^  if  he  finds  the  state  of  the 
markets  in  England  and  New  York  will  make  such  an  operatioo 
profitable.  Suppose  that  the  price  of  corn  is  very  high  here,  and 
British  goods  are  also  very  high  here,  and  very  low  in  America, 
it  is  clear  that  nothing  but  specie  will  be  sent.  In  cases  where  a 
great  and  unexpected  dearth  of  corn  occurs  in  England^  and  it« 
price  rises  enormously  high,  the  infallible  result  is  to  caiusc  a 
great  drain  of  specie  for  the  time  being,  because  our  necessity  for^ 
food  is  much  more  pressing  and  immediate  than  their  neceaaity 
or  capability  of  consuming  our  cotton  or  woollen  goods.  And  the 
only  way  to  arrest  such  drain  is  to  effect  such  a  reduction  in  tho 
prices  of  British  goods  as  shall  make  it  more  profitable  to  export 
goods  than  specie 

25,  In  the  cases  we  have  hitherto  been  considering,  we  l)av<i 
described  the  operations  as  if  merchants  wxre  left  perfectly  fteej 
to  C4irry  their  goods  whither  they  pleased,  and  were  not  met  aadj 
obstructed  by  artificial  obstacles  purposely  devised  for  interfering] 
with  their  business,  by  the  laws  of  different  nations.    Bnt  thcri| 
are  few  nations,  and  our  own  among  the  rest,  which  have  not] 
habitually  discouraged  the  importation  of  foreign  goods,  and! 
imposed  heavy  duties  for  the  specific  purpose  of  excluding  tbeiKii 
as  tliey  conceived  the  extraordinary  idea  that  all  foreign  gqodi 
brought  into  the  country  were  so  much  loss  to  it.    Thoa,  the 

statute  of  William  III.  (1688,  c.  24)  says— *♦  It  hath  bei^n  found 
by  long  experience  that  the  importing  of  French  eommf^lrtiea.l 

of  all  sorts**  (enumemting  them)  '*  bath  much  exhausted  t\m\ 
treasure  of  this   nation,  lessened  the  value  of  the  native  oooi 

modiiics  and  mauufactures  thereof,  mul  gr^*:itly  imjiovtrUhed  Unl 
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rtificers  and  handicrafts,  and  caused  great  dehiment 

to  tJjo  kingdom  in  general'*  If  we  consider  the  effect  of  these 
laws  in  one  place,  it  will  equally  apply  to  every  other  ;  thus,  in 
the  first  instance,  suppose  that  there  are  very  high  protecting 
dnties  at  Bordeaux  as^iinst  British  goods,  as  the  customer  must 
ultimately  pay  all  the  expenses  and  charges  on  the  goods^  it  will 
have  tho  effect  of  greatly  raising  the  market  price  there,  and 
diminishing  the  number  of  persons  who  can  afford  to  boy  them  : 
and  hence,  as  the  market  is  so  limited,  a  smaller  quantity  of 
goods  will  overstock  it  than  if  it  were  more  extended.  This  will 
tense  a  much  less  qnantity  of  goods  to  be  sent  from  London, 
and  it  will  cause  a  much  larger  proportion  of  specie  to  he 
remitted  to  pay  for  the  productions  of  Bordeaux.    This  example 

lOWB  that  the  inevitahle  effect  of  high  protecting  duties  between 

conntry  and  country  is  to  canse  a  much  more  finequeut  trans- 
mission of  Bullion  from  one  to  the  other  than  would  be  the  case 

in  an  unfettered  state  of  commerce  ;  unless,  indeed,  the  smaller 
steps  in,  who  is  the  corrector  provided  by  nature  against  this 
oommercial  insanity.  The  effect  then,  of  prohibitive  duties  is 

cause  an  inflow  of  Bullion  ;  but  we  must  carefully  guard 
inst  sopposing  that  this  inflow  is  a  favourable  sign,  as  it  is 

certainly  the  least  profitable  import  a  merchant  can  receive  for  his 
goods  ;  and   there   is  this  very  marked  difference  between  an 

flow  of  Bullion  under  the  Protectionist  system  and  under  a 

i'ree  Tnide  system,  that  the  former  is  accompanied  with  a  great 
dearth  of  foreign  cominodities,  but  tho  latter  is  an  infallible  sign 
of  great  abundance  of  them,  as  Bullion  is  never  imported  when 
men  are  allowed  to  follow  their  own  interests,  until  our  markets 

me  ahready  m  ovei^stocked  that  every  other  article  has  ceased  to 
be  profitable 

26.    The  foregoing  cases  comprehend  the  different  varieties  of 
Dmmercial  transactions  t>etween  this  and  any  other  country,  and 

I  gather  from  thera  the  following  resulta  respecting  the  inflow 
or  outflow  of  Bullion — 

I.  The  cause  of  Bullion  being  imported  is  either  when  the 

price  of  goods  is  so  low  in  England,  and  so  high  in  the  foreign 
oarket,  as  to  tempt  foreigners  to  send  here  to  buy  goods  j  or  the 
price  of  goods  is  so  high  in  the  furcigu  market,  and  so  low  in 
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England,  tbat  notliinf!:  b«t  specie  can  be  sent  in  payment  of  goods 
iixported  from  Englsiod 

IL  The  cause  of  Bullion  Wmg  exported  from  England  h 
that  there  is  some  great  and  pressing  demand  for  eome  article  in 
this  conntry^  and  other  commodities  are  80  scarce  and  dear  that 
they  caonot  be  exported  with  a  profit,  or  that  the  article 
reqninjd  in  Biich  great  qnantities  that  the  foreigner  ainuo 
consume  our  goods  which  we  should  prefer  to  send  in  payment 
fast  enongli,  and  so  specie  must  be  sent,  and  the  greater  the 
diflerimoc  in  price  the  greater  will  be  the  drain  of  Bullion  :  or 
that  other  markets  are  already  overstocked  with  oar  productions, 
which  are  depressed  below  their  nsoal  market  valne  there.  Thii 
is  what  is  meant  by  overtrading  ;  and  from  this  circumstance,  we 
see  tbat  overtrading  u  a  sure  jtrecursor  of  a  drain  of  BuUu 
frmn  the  country.  When  there  has  been  a  great  failure  of 
crops  in  this  country,  so  aa  to  cause  a  fanjine  price,  the  demand 
for  corn  is  so  immediate  and  urgent  that  it  necessarily  oaofies  a 
great  drain  of  specie  :  and  it  is  tlien  of  the  greatest  posaible 
consequence  that  the  prices  of  other  commodities  should  be  aa  low 
EB  possible,  to  enable  them  to  be  sent  in  payment  of  the  necessary 
supplies  of  foodf  and  prevent  fiuch  a  drain  of  Bullion  as  may 
disturb  the  whole  monetary  system  of  the  country 

27.    Overtrading,  and  a  failure  of  the  cereal  crops 
of  this  country^  are  each  of  them  sure  causes  of  a  drain  of 
Bullion.  The  most  disastrous  event  for  the  commerce  of  Ibis 

country  is  when  both  these  circumstances  hap|)cn  ooncorrontly 
It  is  like  a  spring  tide  of  disaster.  The  most  terribly  disastr 
commercial  crisis  this  country  ever  experienced  was  pnaceded  by 
some  years  of  overtrading,  followed  by  succe^ive  failures  in  the 
staple  support  of  the  people  of  England  and  Ireland.  These  two 
adverse  eventa  together  produced  the  calamities  of  1847,  We 
shall  see  that  the  intended  effect  of  the  Bank  Act  of  IS^  is  to 

provide  a  remedy  for  such  a  state  of  things  by  canning  «(ucha 
reduction  in  the  price  of  home  commoditieSy  in  the  event  of  a 
drain  of  specie  taking  place,  as  to  render  it  more  profitable  to 
export  them  than  BtiHion,  and  so  stop  tlie  drain.  Whether  the 
Act  is  effective  for  this  purpose  is  another  question^  which  ti  ii 
not  tlie  proi»tr  phice  to  duscusa  hisio 
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28.  There  are  some  countriea  from  which  wc  draw  articles  of 

great  necessitj,  but  to  which,  from  diflerent  circimistiinces,  we  do 
not  expect  to  remit  goods  in  pajment,  Russia  was  the  great 
source  of  our  supply  of  heTnp,  talluw,  and  flax,  and  wc  used  to 
import  these  products  to  the  value  of  £  1 2, nOOiOOO  yearly,  but, 
owing  to  the  prohibitive  character  of  her  tariff,  we  were  unable 
to  seed  our  own  products  in  payment  of  these  goods  to  anything 
like  a  similar  amount  in  value.  To  such  a  country  the  difference 
must  be  remitted  in  cash,  to  the  mutual  loss  of  both  parties  ;  and, 
unless  there  were  other  means  of  equalising  the  exchanges  with 
different  countries,  the  exchange  with  Enssia  would  always  be 
unfavourable  to  England.  The  chief  export  trade  from  Ireland 

to  England  was  in  articles  of  food— pigs,  cattle,  oats,  butter. 
Great  quantities  of  these  came  from  Ireland,  but  the  iohabitants 
of  that  country  were  much  too  poor  to  bo  able  to  consume  an 
equivalent  amount  of  English  goods  ;  in  consequence  of  which 
the  difference  had  to  be  remitted  in  specie,  and  bo  the  ejcchaoges 

between  England  and  iR'land  were  almost  uniformly  favourable 
to  Ireland.  Now,  if  Ireland  had  been  suliiciently  wealthy  to 
have  consumed  English  goods  instead  of  specie,  it  is  evident  that 
it  would  have  Ijeen  far  more  advantageous  for  both  countries ; 
for  English  industry  would  have  been  promoted,  and  Ireland 
would  have  gained  a  more  valuable  import.  These  two  examples 
offer  a  further  illustration  of  what  we  said  l>efore,  that  the 

fi-equent  transmission  of  Bullion  between  countries  which  do  not 
produce  it,  is  a  symptom  of  a  less  pro&table  trade  than  it  would 
be  if  goods  were  transmitted 

29.  In  the  operation  first  described  above,  we  have  supposed 
it  to  originate  with  the  English  merchant  who  remits  his  goods  to 

his  correspondent  abroad,  and  who  reaps  the  profits,  and  the  pro- 
ceeds must  be  remitted  to  hini  al^er  deducting  the  freight,  charges, 

and  comraiseion  of  the  agent  tliere.  But  it  is  also  probable  that  there 
will  bo  native  merchants  at  Bordeaux,  who  will  send  wine  to 

England  on  their  own  account  to  their  correspondents  here,  and 
then  the  whole  transaction  will  be  reversed.  The  English  cor- 

respondent will  endeavour  to  purchase  English  goods  as  low  as  he 
can,  and  if  he  can  get  lliem  low  enough  to  realise  a  profit  in  the 
Bordeaux  market,  he  will  send  goods  out;  but  if  the  English 

^m 
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goods  are  too  high  for  that  purpose*  he  must  send  spccre.  It  U 
also  evident  that,  even  if  the  gooda  he  at  no  atmsual  height  m 
England,  still,  if  the  market  at  Bordeaux  be  already  overstocked 

with  them,  or,  as  it  is  called,  "  glutted,"  it  would  be  uaelesB 
eeud  more  goods  to  force  the  price  down  still  further,  and  i 
consequence  will  be  that  nothing  but  specie  will  go 

From  this  we  see  that  if  specie  be  coming  in  fi*om  a  couDtiyJ 
it  is  a  proof  that  we  have  already  got  so  many  of  their  gouiM 
that  it  will  not  pay  to  import  any  more,  and  if  specie  \>e  going 
out  to  a  country,  it  shows  that  we  have  already  sent  out  so  many,, 
of  onr  goods  to  that  market  that  it  ia  already  overstocked.    Tfa 
different  barbarous  laws  which  every  country  has  eoaoied  mid 
the  erroneous  appellation  of  protection,  by  aggmvating  the  priori 
limit  the  markets  in  every  country   for  the  products  of  other 
countries,  and  cause  much  fewer  commodities  to  pass  between 
nations  than  otherwise  would,  and  cause  the  markets  of  any^ 
country  to  be  much  sooner  overstocked  than  they  would  <  ̂ 
be*     By  preventing  this  interchange  of  commodities  whu  .  _ .,./ 
nation  would  naturally  prefer,  it  necessitates  paymenli  In  specie 
to  a  much  larger  extent  than  would  be  the  ease  if  commerce  we 
fk^e,  to  the  common  impoverishment  of  all  parties 

80*    The  foregoing  considerations  show  that  it  is  possible  U>' 
carry  on  any  amount  of  foreign  trade  without  the  necessity  of  any 
remittances  being  made  in  specie.    In  the  instance  above  takeOf  J 
the  English  merchant  purchases  goods  and  sends  them  to  biii 
correspondent  abroad,  who  realises  them,  and  invests  Uie  proceeds 
in  that  market,  and  sends  them  to  England,  and  the  Eii| 
merchant  disposes  of  them  in  England,  and  gains  the  profits  tbttt^' 
and  no  specie  is  sent  from  one  country  to  the  other.     Similarly, 
the  foreign  merchant  sends  his  goods  to  his  correspondent  in 
England^  who  disposes  of  them  there,  and  invests  the  proceeds  of  I 

them  in  England,  in  English  commode '  '        ̂ n  to  hill 
foreign  correspondent,  who  gains  bis  pt  ing  than 
in  his  own  country,  or  by  sending  tiiem  to  some  other  markoi| 
where  ho  may  make  a  higher  retam  ;  and,  as  in  the  former 

no  specie  passes  between  the  two.    Nor  is  the  restilt  in  aay ' 
different  if  the  trade  be  conducted  by  the  more  circuitoos  metlMidl 
of  tlureo  or  more  transactions.     Henooi  in  a  heallhy  al 



THE    REAL   EXCHANGE 
415 

markets  of  diffemnt  countries,  scarcely  any  specie  will  pass 
en  them  :  and  the  very  fact  of  there  bein^  a  necessity  for 

makino^  fi-eqaent  and  large  remittances  of  specie  from  one  country 
to  another,  is  in  itself  a  proof  of  there  being  something  irre^ar 
and  unhealthy  in  the  state  of  commerce  in  general ;  and  in  the 
state  of  the  markets  of  one  country  or  the  other  :  either  that  they 
are  ovcretocked  or  nnderstocked  :  or  that  there  is  Bome  legislative 
interference  with  the  nfttural  course  of  trade  between  nation  and 

nation.  Nothing  can  be  more  certain,  than  that  Bullion  h  the 

least  profitable  of  any  article  of  commerce,  except  from  Bullion- 
producing  countries  :  and  that  when  merchants  have  recourse  to 
it^  it  is  because  fiome  disturbance  has  taken  place  in  the  profitable 
relations  between  supply  and  demand  of  other  commodities 

8L  Now,  supposing  commerce  to  be  in  that  desirable  and 
healthy  state  in  which  no  specie  passes  between  non-bullion-pro- 

ducing countries,  who  could  tell  how  what  is  called  the  Balance  of 
Trade  is  inclined  ?  Who  can  tell  what  the  Balance  of  Trade  is  ? 

Euch  country  would  show  a  favourable  balance,  taking  the  yalaes  of 
the  exports  and  the  imports  at  their  market  prices  in  each  country. 
Each  country  would  show  that  their  imports  exceeded  their  exports 
in  value  :  that  is,  each  would  show  that  they  had  gained  by  their 
oommeroe :  for  the  very  simple  reason,  that  the  value  of  the  article 
they  received  would  be  greater  in  their  own  market  than  the  value 
of  the  one  they  gave  ;  and,  unless  it  was  so^  it  is  manifest  that 
trade  could  not  be  carried  on  :  because  all  the  expenses  and  profits 
of  trade  are  pix)vided  for,  by  the  difference  in  value  between  what 
they  give  and  what  they  receive*  Hence,  unless  both  parties  gain 
by  the  transaction,  commerce  cannot  be  carried  on.  But  this 

shows  that  the  expression  **  Balance  of  Trade "  is  a  gigantio 
delnsion,  and  it  is  greatly  to  be  wished  that  it  should  be  for  ever 

'  exploded  and  laid  aside,  as  the  fountain  and  origin  of  incalcu- 
able  mischief  to  the  world,  in  the  suicidal  eff'ort  every  nation 
baa  made  to  secure  to  itself  that  great  chimera — a  favourable 

L  balance 

The  mistake  of  unreflecting  writers,  who  think  that  the  price 
of  foreign  goods  sold  in  thi*  country  goes  into  the  pocket  of  the 
foreigner,  consists  in  this,  that  the  probability  is,  that  the  English 
merchant  who  imports  tlicse  poods  has  already  purchased  them 
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with  Eno:lish  goods,  so  that  their  money  price  goes  into  the 

pocket  of  the  English  merchant,  and  not  that  of  the  fVirt-igii  one 
and  IB,  probably,  re-invested  in  English  good%  if  there  ia  a 
prospect  of  a  favonmble  opening  for  them 

The  fundamental  fallacy  about  the  balance  of  trade,  which 
seems  to  have  taken  poaseasion  of  the  Legialatune,  was,  that  the 
Interests  of  the  State  were  different  and  opposite  to  the  interests 
of  individuala.  They  seem  to  have  entertained  the  idea  that 
every  merchant  had  entered  into  a  conspiracy  to  min  the  country, , 

which  he  tried  to  carry  into  effect  by  becoming  as  prosperooa' 
himself  as  he  could.  It  seems  most  unaccountable  how  long  tiiej 

missed  the  obvioua  truism,  that  the  prosperity  of  the  State  is 
made  up  of  the  prosperity  of  the  individuals  composing  it,  and 
that  every  oqc  is  far  keener  in  disoerning  what  conduces  to  bis 
own  prosperity  than  the  State  can  be  :  and  that  if  privates 
merchants  found  it  to  be  to  their  individual  advantage  to  impoit 
commodities  rather  than  Bullion^  it  could  not  be  beneficial  to  the 
State  to  force  trade  into  a  contrary  direction 

Notwithstanding  the  prevalent  idea  that  foreign  trade  waal 
profiinblu  ju^t  in  proportion  to  the  money  it  brought  into  tbol 

kiu^duni,  and  that  this  was  indicated  by  the  so-called  balance  of" 
tradif,  there  were  a  few  enlightened  jx^rsons  who  saw  through  the 

fallacy  and  combated  it.     In  reference  to  a  wrtnin  "  bolonoo ' 
vihivh  occurred  lu  the  trade  between  Holland  ruid  England,  ao(L| 
which  wuK  a  subject  of  much  gratnlation,  Oraik  well  observes  i 
it  would  bo  irrattoual  to  suppose  that  the  Englinhmust  neoessarilyl 
m  the  chief  gainers  by  this  trade,  as  it  would  be  to  maintain  that 
the  pruductivD  labourer  must  always  be  a  great* 

arlii'ln  ho  produces  than  the  capitalist  who  emp 
tliH  Ditii^h  wi're  in  tlie  position  of  the  capitalist*  and  the  Knglisli  < 
of  the  lubruirer,  and  tluit  while  the  Dutch  had  the  gn 
Kngliuh  had  the  money  ;  just  as  while  the  master  hod  tl: 

tho  workman  han  hin  wjigcs*     But  that  the  excess  of  profit,  or  i\*tU  , 
advautugo,  should  bo  witli  the  lnlx)urer  rather  than   wiUi  Ibo 
oapitalist,  may  fairly  be  presumed  to  be  as  nnusnal,  and  as  little 
likely  in  the  uaturo  of  thingi,  in  the  case  of  nations  aa  of 
indlvuluahi 

An  attentive  consideration  of  these  various  method*  of  ̂ ndioi; 
vrlU  show  what  a  oompluto  phantasy  the  old,  and  still  too  i 
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Idea  of  the  **  Balance  of  Trade  '*  is  ;  and,  as  nothing  more 
condoces  to  error  and  conftision  ia  any  science  than  a  nomen- 

clature and  technical  phrafles  which  are  founded  npon  misconcep- 
tions of  the  principles  of  that  Bcienoe,  so  nothing  has  exercised  a 

more  malignant  influence  upon  legislation,  and  popular  ideas 
generally,  than  this  phrase  j  and  it  would  be  very  denirableif  some 
jneaoB  could  be  taken  to  diBcontintie  it£  use  altogether  But,  as 
it  does  occur  in  the  course  of  trade  that  transactions  between 

nations  have  to  be  settled  in  specie,  we  rnnat  now  consider  the 
operations  of  the  foreign  exchanges 

The  coui*se  of  the  foreign  exchanges,  then,  entirely  depends 
u|x>n  the  fact  of  persons  in  one  country  having  to  make  payments 
to  persons  in  another  country,  from  whatever  causes  these 
payments  have  to  be  made.  And  there  are  but  two  causes  which 
influence  their  rates :  first,  the  depreciation  of  one  or  both  of 
tho  currencies  which  have  to  be  exchanged,  secondly,  the  relative 
amounts  of  money  that  have  to  be  remitted  from  one  country  to 
the  other 

On  the  Rate  of  Bisconnt  as  influencing  ih$ 
Exchanges 

32.  We  have  now  to  treat  of  a  cause  of  the  movements  of 

bullion  which  has  acquired  an  importance  in  modem  times  far  ex- 
ceeding what  it  ever  did  before  ;  in  fact,  it  is  now  probably  moro 

important  than  any  other,  namely,  a  difference  in  the  Kates  of 
Interest  or  Discount  between  two  countries 

In  former  times,  when  the  communication  between  different 
places  was  slow  and  expensive,  before  the  days  of  railroadi 
and  steamers,  a  considerable  difference  might  exist  in  the  rates 
of  mterest  in  two  places,  without  causing  any  movement  ol 

bulMon  from  one  place  to  the  other.  But  that  is  not  pos- 
pble  now.  The  communication  between  places  is  so  rapid  now 

%t  directly  the  difference  between  the  rates  of  interest  in  any 
two  places  is  more  than  sufiicient  to  pay  for  the  expense  of 
sending  the  bullion,  an  immediate  flow  of  bullion  commences  from 
one  place  to  the  other.  And  this  is  ia  exact  accordance  with  the 
usual  mercantile  principle  that  operates  in  every  other  case,  that 
if  the  diSerenoe  of  price  of  the  same  article  in  any  two  markets 
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IB  more  than  suRlcieub  to  repay  the  cost  of  sendinjj  it  from  one  to  i 
the  other,  it  will  be  seat ;  aud  thia  movement  will  cotitinao  as 

long  as  the  difference  in  price  continues.  Now  if  the  Rate  of  Dis- 
count in  London  is  8  per  cent.,  and  that  in  Paris  is  6  per  cent,, 

the  simple  meaning  of  that  is,  that  gold  may  be  bought  for  8  per 
cent,  in  London,  and  sold  at  6  per  cent,  in  Paris.  But  the  expense 
of  sending  it  from  one  to  the  other  does  not  exceed  ̂   per  cent., 
consequently,  it  leaves  2\  or  2J  per  cent,  profit  on  the  operation* 
The  natural  consequence  immediately  follows  ;  gold  flies  from 
London  to  Paris,  and  the  drain  will  not  cease  until  the  RtkUii  of 
Bisconnt  are  brought  within  a  certain  degree  of  eqoality.  It  used 
to  be  the  common  delusion  of  mercantile  men  that  gold  was  only 
sent  to  pay  a  balance  arising  from  the  sale  of  goods,  and  that 
therefore  it  must  cease  of  itself  whenever  these  payment  wem 
made*  But  this  fa  a  profound  delusion.  When  the  Bates  of 
Discount  differ  so  much  as  is  sapposed  above  between  London  and 
VmB^penona  in  London  fabrkaU  hilh  upon  their  corr^andm/^ 
in  Paris  for  the  express  purpose  of  selling  them  in  London  far 
cash,  which  they  then  remit  to  Paris,  and  which  they  can  sell 
again  for  6  per  cent.  And  it  is  quite  evident  that  this  drain  will 
not  cease  bo  long  as  the  difference  in  the  KiU^s  of  Discount  is  main* 
tuined.  Moreover,  merchants  in  Paris  immediately  send  over 
their  bills  to  be  discounted  in  London,  and,  of  c^iurse,  have  the 
cash  remitted  them.  Now,  the  only  way  of  arresting  soch  a  drain 
18  to  equalise  the  Rates  of  Discount  at  the  two  places.  Those 
simple  facts  are  a  perfectly  conclusive  answer  to  those  writers,  and 
they  are  many,  who  complain  of  the  variations  of  the  Rate  of 
Discount  by  the  Bank  of  England,  and  suppose  that  it  is  poesibie 
to  maintain  a  uniform  Rate,  Consequently,  at  the  present  day,  it 
is  the  imperative  duty  of  the  Bank  of  England  to  keep  a  steadj 
watch  upon  the  Rates  of  Discount  of  neighbouring  countries,  and 
to  follow  these  variations  so  as  to  prerent  its  being  proliiable  to 

export  bullion  fi*om  this  country 

On  Foreign  Loans,  Securities,  and  BexoittanceSt  m 
affcciififf  the  Exchanges 

33,    Besides  the  state  of  national  ir^         '  ^  ont  of 
Commerciid  opetutions,  other  causes  mu; igei 
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Forracrly^  during  forei^  wans,  England,  being  more  abundant 
(n  money  and  material  resources  than  in  men,  used  to  aubaidise 
foreign  powers  to  a  considerable  extent:  and  the  method  of 
traoijmitting  such  a  loan  to  the  best  advantage  to  the  remUting 
country  ig  au  operation  of  considemble  nicety  and  delicacy.  To 
withdraw  a  very  large  amount  of  actual  coin  at  any  given  time 
from  a  commercial  country  might  produce  the  most  disastrous 
eonfiequeacea  whea  so  many  ̂ ed  engagements  had  to  be  met  at  a 
fixed  time 

The  method  of  oi^eniting  was  simply  an  example  of  what  we 
have  fio  fully  illastrated  in  the  preceding  chapters,  that  the 
JlelemB  of  a  Debt  \&  in  all  cases  equivalent  to  a  Fat/nwti  in 

Moneij  ;  or  that  —  x  —  =  -h  X  -f 
Instead  of  transmitting  vast  amounts  of  Coin,  the  method 

always  adopted  in  such  caaes  is  by  purchasing  Bills  of  Exchange 
on  the  place  of  Payment :  and  by  operating  on  a  number  of 
different  centres  to  prevent  the  disturbances  which  would  arise 
from  withdrawing  too  large  an  amount  of  Circulating  Medium 
from  any  oue  place 

In  1794  the  English  Government  agreed  to  lend  the  Emperor 
of  Germany  £4,000,000,  and  the  problem  was  to  send  the  money 
from  London  to  Vienna  with  m  little  disturbance  as  possible  to 
the  London  money  market 

Mr.  Boyd,  who  conducted  the  operation,  says — "The  remit- 
tance of  so  large  a  sum  as  £4,000,000  I  considered  a  matter  of 

infinite  difficulty  and  delicacy,  so  as  to  prevent  its  producing 
Any  remarkable  effects  upon  the  course  of  Exchange.  It  was 
necessary  to  Tary  the  modes  of  remitting,  and  to  make  use  of 
the  various  means  for  that  purpose  presented  by  all  the  different 
Exchanges  of  Europe,  It  was  not  necessary  to  remit  Bills  upon 
Hamburg  only,  because  it  frequently  happened  that  it  answered 
better  to  remit  to  Hamburg  upon  other  places,  such  as  Madrid, 
Cadiz,  Leghorn,  Lisbon,  Genoa,  &c,,  than  to  remit  direct  upon 
Hamburg  :  and  having  constantly  orders  from  Vienna  with  regard 
to  the  rates  of  the  different  remittances  to  be  made,  our  attention 
was  directed  to  the  accomplishment  of  these  ordera  on  the  beat 
possible  terms.  In  fine,  it  wua  necessary  to  take  Bullion,  Bills 
direct  U]3on  Hamburg,  and  Bills  upon  other  places  all  into  our 
means  of  remittance,  and  to  make  the  most  of  these  modes  of 

£E  2 



420 TnEOaY  AND  PRACTICE  OF  BANKING 

remittanoe  witboot  giving  Ihe  decided  preference  to  that  mode 
which  was  the  most  farourab^  because  anj  one  mode  iiiTanably 
adhered  to  would  soon  have  exhausted  and  destroyed  that  mode : 
whereas  by  turning  occasionaliy  to  all  the  modes,  and  oot  gtickinig 
too  long  to  any  one  particular  mode,  we  bad  the  good  foftone  to 

make  upon  the  whole  very  favoarable  remittancea  *' 

McCalloch  gives  another  example  of  a  atmilar  operation  : 

**  In  180-4  Spain  wa?  bound  to  pay  Franca  a  large  subsidy,  and 
in  order  to  do  this^  three  distinct  methods  presented  themselves^ 
First,  to  send  dollars  to  Paris  by  land :  second,  to  remit  BQb  of 
Exchange  direct  upon  Paris :  thirdly,  to  authorise  Paris  to  dimw 
directly  upon  Spain,  The  first  of  these  methods  was  tried,  bat 
found  too  slow  and  expensive :  and  the  second  and  third  plans 
were  considered  likely  to  turn  the  exchange  against  Spain.  The 
following  method,  by  the  indirect  or  circular  exchange,  waa  then^ 

fore  adopted  :— 
'^  A  merchant  or  banqtmr  at  Paris  was  appointed  to  manage 

the  operation  which  was  thus  conducted.  He  chose  London, 
Amsterdam,  Hamburg,  Cadiz,  Madrid,  and  Paris  as  the  principal 
hinges  on  which  the  operation  was  to  turn  :  and  he  engagod 
correspondents  in  each  of  these  cities  to  support  the  circulation. 
Madrid  and  Cadiz  were  the  places  in  Spain  from  whenoe 
remittances  were  to  be  made,  and  dollars  were,  of  course,  to  be 
sent,  when  they  bore  the  highest  price,  for  which  bills  were  to  be 
procured  on  Paris,  or  any  other  place  that  might  be  deemed  more 
advantageous.  The  principle  being  thos  established,  it  only 
remained  to  regulate  the  extent  of  the  operation,  so  as  not  to  inns 
too  much  paper  on  Spain,  and  to  giro  the  circulation  as  mndi 
support  as  possible  from  real  business.  With  this  view  London 
was  chosen  as  a  phice  to  which  the  operation  might  be  chieflj 
directed,  as  the  price  of  dollars  was  then  high  in  England,  ■ 
circumstance  which  rendered  the  proportional  exchange  advma- 

tageoug  to  Spain 
"  The  buiilneffit  commenced  at  Paris,  where  the  negotiation  of 

druH     i        1  on  Hamburg  and  Amsterdam  served  t<»  rhs 

iiujn  uiandfl  of  the  State  :  and  ordei-s  were  trji   .  to 
thesi?  plac^H,  to  draw  for  the  reimbursement  on  London,  Madrid, 
or  Ga(li£|  ncct»rdiug  as  the  course  of  e?ichafige  was  moat  favouriUs, 

sai 
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The  proceedings  were  all  conducted  witli  judgment  and  attended 

with  complete  sQccesa" 

34.  The  most  gigantic  operation,  however,  of  this  natnre, 
which  ever  took  place,  was  the  payment  of  the  indemnity  which 
France  was  obliged  to  pay  to  Germany,  in  consequence  of  the  un- 

fortunate result  to  her  of  the  war.  A  most  minute  account  of  this 

operation  was  presented  to  the  National  Assembly  by  M*  L^on  Say, 
from  which  we  take  the  following  details,  sufficient,  we  hope,  to 
make  a  general  outline  of  the  operation  intelligible 

By  the  definitive  treaty  of  peace  between  Germany  and  Fraucei 
signed  at  Frankfort,  May  10,  1S71,  France  became  bound  to  pay 
to  Germany  the  sum  of  5  milliards  of  francs,  equal  very  nearly  to 

200  millions  sterling,  at  the  following  dates— 500  millions  thirty 
days  after  the  restoration  of  order  in  Paris  ;  1,000  millions  in  the 
course  of  1871  ;  500  millions  on  May  1, 1872  ;  and  3,000  millions 
on  March  2,  1874,  together  with  5  per  cent,  interest  oa  the  last 
three  milliards 

Payment  might  be  made  in  gold  or  silver,  notes  of  the  Banks 
of  England,  Prussia,  Holland,  Belgium,  or  first  class  Bills  of 
Exchange 

The  thaler  was  valued  at  375  francs,  and  the  German  florin  at 
2*15  franca 

All  bills  not  domiciled  (•!«,,  made  payable)  in  Germany,  were 
to  be  valued  at  their  net  proceeds,  after  deducting  all  costs  of 
collection 

It  was  subsequently  agreed  that  the  portion  of  the  Eastern 
Railway  of  France,  situated  in  Alsace,  should  be  accepted  in 
compensation,  or  set  ofiF,  to  the  debt  to  the  amount  of  325  millions  ; 
Also  that  125  millions  should  be  received  in  notes  of  the  Bank  o! 
France  ;  and  the  sum  of  98,400  francs^  which  remained  due  to 
the  city  of  Paris  after  the  payment  of  the  indemnity,  should  be 
received  as  a  set  off  against  the  debt  of  France 

Besides  the  indemnity  payable  by  France,  the  city  of  Paris 
had  to  pay  an  indemnity  of  200  millions  of  francs  ;  50  millions  in 
specie  ;  50  millions  in  notes  of  the  Bank  of  France  ;  37^  millions 

in  two  months'  biUs  on  Berlin,  at  the  exchange  of  3*75  franca  for 
the  thaler;  and  63  millions  in  bills  upon  London,  at  six  and 
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fifteen  days*  Bigbt^  at  the  exchange  of  25*20  franca  for  Uie  pooiid sterling 

The  bills  apaa  Loadon  were  bought  at  the  excban<]^  of 
25*3488  ;  and  those  on  Berlin  at  an  cxchaajre  of  3*7325  ;  Paris, 
therefore,  lost  14*88  cents  on  each  pound  8terling,and  gained  1'75 
cent,  on  each  thaler.  The  total  cost  of  the  indemnity  was 

1,965,240*30  francs,  and,  after  it  waa  all  eettlcd,  there  remaioed 
a  balance  of  98,400  francs  in  favour  of  Paris,  which,  as  above 
aaid,  was  taken  as  a  set  off  in  favoar  of  France 

The  total  o|>cration  was  divided  into  two  parts ;  the  payment 
of  the  first  two  milliards,  and  that  of  the  last  thr^o 

The  first  thing  to  be  done  was  to  pat  the  Government  in 
funds  to  effect  the  payment.  To  do  this  they  neizotiated  a  loan 
with  the  Bank  of  France  of  1,530  millions,  and  created  two  public 
debts  of  2,225,994,045,  and  of  3,498,744,639  franca 

The  first  loan  was  authorised  by  a  law  of  June  21, 1871  j  it 
was  opened  to  public  subscription  on  the  27tb,  and  made  payable 
tn  17  monthly  instalments 

Tlie  second  loan  was  authorised  by  a  law  of  July  15,  1872  ; 
the  suhsonption  was  opened  o  n  the  28th,  and  made  payable  in 
21  monthly  instalments 

On  July  31,  1874,  the  first  loan  was  fully  paid  up,  and  of  the 
iccotid  only  7,13fl,000  francs  remained  due 

The  Government  being  thus  in  funds  commenced  its  exchange 
operations,  and  the  debt  was  finally  liquidated  in  the  following 

way: — By  CJcmpetmiitloiifl       ,.   825,09S»400frftfiC8 
By  Diicik  Notes  and  GemuA  Mooej  < .    7i2JBM,0V^  Ir&ucs 
B/ Bms  uf  Exuhftnge   4,S48,S26,374  20  fruQOi 

To  efTcct  this  stupendous  operation  all  the  jjrcitt  *  '  in 
Eurojie  wei%!  invitixl  to  jwsist,  and  in  June,  1871, a  Loh  -f 
wu  opened  to  assist  and  receive  subscriptions  and  bills.  Ucher 
agendei  were  opened  at  Brussels,  Amsterdam,  Berlin,  Frankfort^ 

ftnd  Haaibnrg,  The  TiTasury  gave  its  corrf'Hp<>ndonti«  ̂   to  J  |»er 
ot'uL  commiKsion  on  its  firat  loan,  iiud  on  the  second  1  i^er  cent, 
at  liriiti  which  was  reduced  to  ̂   and  {.     In  the  first  loan  Um 
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ponnd  sterling  wa^  received  at  25*30 ;  the  thaler  at  875 ;  the 
Frankfort  florin  at  7  floritia  for  4  thalera  ;  the  marc  banco  at  2 
marcs  for  one  thaler ;  and  Belgian  paper  at  par.  In  the  second 

loan  the  pound  sterling  was  received  at  25'43  ;  the  thaler  at  376  ; 
the  Fraoifort  florin  at  2'14S  ;  the  marc  banco  at  I'87J  for  1 
thaler  ;  and  Belgian  paper  at  par 

The  exchange  operations  in  Ijondon  began  in  Jnne,  1871,  and 

lasted  till  September,  1873.  The  exchange  was  at  25*211-  in 
Jane,  but,  in  consequence  of  acting  somewhat  too  precipitately,  it 

rose  to  26181  in  October.  In  1872  the  lowest  was  25"26J  in 
April,  and  the  highest  25* 68^  in  November.  In  1873  the  lowest 
was  25*33  in  March,  and  the  highest  25*57J  in  June.  The  mean 
average  of  the  whole  was  25*4948 

In  the  course  of  the  operation,  the  Treasury  purchased  120,000 
foreign  billB,  amoimtiag  in  tlie  whole  to  rather  more  than  4 J 
milliards.  It  opened  Bubscriptions  in  foreign  countries,  and 
received  foreign  bills  in  payment  of  the  loan  oi>ened  in  Paris. 
The  subscriptions  to  the  first  loan  comprised  213  millions  of 
francs,  and  the  subscriptions  to  the  second  389  millions,  in  foreign 
bills 

M.  L^on  Say  then  gives  some  details  respecting  the  three 
classes  of  payments  above  named  a^  comiKinsations  ;  bank  notes 
and  German  money  ;  and  Bills  of  Exchange 

The  details  respecting  the  compensations  need  not  detain  ns ; 
but  with  regard  to  the  second,  it  comprised  the  following  items  : — 

Notes  of  the  Bank  o£  Franco     ..     ..  125,000,000  fran<w 

German  Bank  Notes  and  Money       . .  105,039«14a'18  fnuiot 
French  Qold  Money       . .  273,003,058  10  trmtsa 

French  SUver  Money    2a9.a91375'75  Iranos 

The  German  bank  notes  and  money  were  collected  from  the 
sums  which  the  German  armies  had  brought  with  them  in  tho 
invasion 

The  third  class,  viz.,  Bills  of  Exchange,  included  German 

bills  taken  at  their  full  value,  2,799»514J83*72  francs,  and  other 
foreign  bills  taken  at  their  net  proceeds,  after  deducting  all 

charges,  1,448,812,190'54 
M,  L^on  Say  then  gives  some  details  of  the  commercial 

oi>eratioQB  nndertaken  to  suppoit  these  gigantic  payments,  but 
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he  at  ODce  ackaowledges  that  it  is  impossible  to  explain  tbeir 
csomplete  theory,  on  acooont  of  a  new  article  erf  merchandise 
which  has  ooly  recently  been  introdnoed  into  commerce 

*^  It  is  not  possible  t^  explain  the  operations  of  a  porifalia 
which  contains  120,000  bilk  of  a  value  exceeding  4  milliards 

*' There  were  all  sorts  of  biils,  from  less  than  a  tboiuaad 
francs  to  more  than  five  millions  ;  some  mentioned  the  pnrdnee 
of  merchandise  ;  others  appeared  only  to  be  fabricated  for  the 
purpose^  and  destined  themselves  to  be  covered  at  matarity  by 
bills  which  were  to  be  created  to  pay  real  transactions 

^*  Bank  Credits,  the  paper  circolating  between  head  offices  and 
branche.s,  circular  exchanges,  payments  for  invoices,  the  remissioa 
of  funds  for  the  aUtmate  purchase  of  merchandise,  the  settlement 
of  debts  abroad  to  France  ander  the  form  of  coupons,  shares^  and 
commercial  obligations,  were  all  in  these  effects,  making  np  the 
most  gigantic  poitfolio  which  was  ever  brought  together 

'^  Aller  all  this,  to  give  a  detailed  classification  is  an  abfiolntely 
impossible  task.  One  can  do  no  more  than  det<;rinine  the  clussea 
of  the  operation,  and  make  some  general  remarks  on  theee  cliaeii^ 
and  on  the  importance  and  meaning  of  the  business  effeoted  on 
each  of  them 

"  Fifty  yeai-B  ago  there  were  no  other  international  operatiooa 
than  merchandise  and  money  ;  merchandise,  gold,  and  silver,  were 
the  only  snbjects  of  export  and  import ;  the  balance  of  oommeroe 
was  settled  in  gold  and  sil?er.  Everything  which  was  bought 
from  the  foreigner  was  paid  for  in  gold  or  silver,  if  not  in 
merchandise 

"  One  might  find,  then,  in  the  statistics  of  the  Custom  Uuu&e 
data  more  or  less  exact,  but  at  least  real  data,  of  the  course  of 
busine&s  between  two  countries  ;  but  thingB  have  greatly  changed 
within  fifty  years 

*'  There  has  appeared,  especially  within  the  last  twenty-five 
years,  in  international  commerce,  what  may  be  called  a  mw 
article  of  txport^  an  article  which  in  t^itvj  country  has  aitjuirod 
a  greater  importance  than  any  other,  and  which  has  had  tlio 
result  of  completely  distorting  the  meaning  of  Custom  Hoiiae 
returns*  Thh  new  article  is  itecurilm}  it  is  transmitting  acnioi 
the  frontiers  of  dilTerent  States  tlie  property  of  Capital  by 
rcpiv^cutation,  which  is  easy  to  truhK[}ort,  viz.,  theae  Capitals  of 
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the  form  of  bills  of  exchange,  ptiUio  funds,  shares  and  oHigatione 
of  railways  and  other  companies 

"  To  understand  the  real  course  of  international  business,  it 
is  necessary  to  know  not  only  the  importa  and  exports  of  merchan- 

dise, the  imports  and  exports  of  specie,  but  also  the  imparts  and 
exports  of  S^cunties ;  and  this  last  class,  which  is  the  most 
important,  and  which  is  the  key  to  the  two  others^  escapes  all 

kinds  of  returns  " 
This  is  exactly  the  doctrine  we  have  been  enforcing  for  so 

many  years,  and  shows  the  profouad  error  of  those  Economists 
who  exclude  Incorporeal  Property  from  the  Title  of  Wealth, 
and  of  those  who  write  books  on  Economics,  and  who  are  either 
ignorant  of,  or  who  ignore,  its  existence  ;  for,  as  we  have  said, 
in  such  a  country  as  this  it  is  the  largest  class  of  property  of  any. 
M.  Leon  Say  then  ̂ ves  some  notices  of  the  imports  and  exports 
of  merchandise,  specie,  and  securities,  which  we  need  not  enter  on 

We  will  give,  however,  the  final  result  of  the  operations, 

shosving  the  pieces  in  which  the  debt  was  liquidated  : — 

Notes  of  Bank  of  Franoe  » ,     . »     , . 
French  Gold       , »        

125.000,000 

10y.001,502'85 

63.016.695- 62,554.11593 
812,6.^.50901 
25,816.75237 

116,576»69213 

250,640,821-46 
147,004.546-40 
624,699.832-28 

164.000.655-26 
176,275, 180-75 42,4Ko,02925 

2,172.G63/J12  03   , 

209,311,400-42 
148,641.398-27 

79v072.309-89 
148.700,000 
12.650,000 

FreDch  Silver   
OermaD  Moncsy  uid  Bonk  Notes    ,  • 
Thalers         
Frankfort  Fiorina        
Marf?i  Bfinco      ,,      .,      ••     ••      ,, 
E                   :C*!   ,      ..      ,. 
1                                  QS   

L.  ,K    ̂ i'    ̂   -iiilCB   

pQumia  sUuiing         *   • 

1,836,860,367-43 9,153.800,085*86 

Now,  we  observe  that  the  whole  of  the  above  sum  that  was 
paid  in  French  specie  was  273  millions  in  gold,  and  239  millions 
in  silver,  being  somewhat  over  20  millions  sterling,  whereas  4^ 
milliards,  or  160  millions  sterling,  were  paid  by  Bills  of  Exchange. 
This  fact  is  especially  worthy  of  notice,  because  some  financial 
writere  maintained  that,  if  England  had  met  with  a  similar  mis* 
fortune,  she  could  not  have  paid  such  a  ransom,  on  account  of  the 

imaU  quantity  of  specie  in  the  country.    These  figures,  however, 
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show  that  this  is  a  complete  delusion,  as  England  could  pay  by 
hills,  if  ever  she  were  drivea  to  such  a  dire  extremity,  to  a  far 
larger  amount  than  France ;  and  we  see  that  in  France  herself, 
where  specie  is  alleged  to  abound,  the  part  that  was  paid  in  spedd 
was  lebs  than  an  eighth  part  of  the  payment  by  bills 

M.  L6on  Say  notices,  as  one  of  the  resalts  of  the  war»  the 
liquidation  of  the  famons  Bank  of  Hamburg,  founded  in  1G19, 
in  imitation  of  those  of  Venice  and  Amsterdam,  for  the  pnrpoed 
of  secunng  a  uniform  standard  of  mercantile  payments,  by  meaxis 
of  credit  in  its  books,  which  was  called  the  marc  banco 

After  the  establishment  of  Ihe  German  Empire  it  was  resolTed 
to  adopt  a  gold  currency  ;  and  the  marc  banco  of  Harabarg  (which 
was  absorbed  in  the  Empire)  violated  the  new  Imperial  system  in 

two  ways ;  first,  it  was  a  local  money,  and  all  local  moneys  Wn'T© 
to  disappear  before  the  Imperial  currency;  and  it  was  ailTer, 
whereas  tlie  Imperial  standard  was  gold 

The  marc  banco,  which  was  worth  a  half  thaler,  or  1*87 J  frune, 
was  abolished  by  law,  and  the  reichs  thaler  imperial,  of  0'26  franc, 
was  substituted.  The  bank  was  ordered  to  liquidate  all  its 

accounts  in  fine  silver  by  February  15,  1873  ;  and  after  that^any^ 
one  who  liad  claims  against  the  bank  was  credited  with  a  half 
thaler  for  the  marc 

The  preceding  are  examples  of  loans  raised  in  this  country 
with  the  consent  of  the  Government,  and,  consequently,  every 
care  was  taken  to  have  them  transmitted  in  such  a  way  iia  to 
produce  as  little  disturbance  of  the  exchanges  as  possible.  But 
it  has  become  very  common  for  foreign  Governments  to  raiiia 
loans  in  England  without  any  sanction  of  the  Government  at 
all  During  the  late  unhappy  war  in  America,  both  the  M]U 
gerent  Governments  sent  over  euoimous  quantities  of  ihvir 
securities,  or  stocky  to  be  disposed  of  for  specie  in  the  Eoropean 
markets  for  what  they  would  fetch,  and  the  proceeds  wens 

remitted  either  in  cash  or  bills.  So  also  vast  numbers  of  fonei^'' 
companies  of  nil  sorts  seek  to  raise  capital  in  England 

There  is,  lastly,  to  bo  considered  the  aums  required  i>y  ro*j* 
dents  abroad   for  their  expenditure.     The  drafts  of   tlie   :jTriit| 
English  and  RuKsiun  families  on  their  lankrrs  at  home  afTcci  fht 
e&chan^cs  exactly  in  the  siime  maimer  as  any  other  drafts 
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The  India  Council  Bills 

35.  The  most  exteasire  operations  of  this  sort  are  the  India 
Council  Bill^ :  or  the  Bills  which  the  Council  of  India  lo  Londou 

draws  npon  the  Oovernmonts  of  the  different  Presidencies 
ludia  has  enormous  and  continuoua  payments  to  make  in 

London  oe  the  following  accounts  : — 
1 .  The  ostabliahmeats  of  the  India  Office  in  London,  and  of 

the  Eoginoering  College  at  Cooper's  Hill,  are  mainlined  by  India 
2.  The  interest  on  the  Public  Debt  is  chiefly  payable  in 

London 

3.  Tlie  Military  and  Civil  PeDRion  List 
4.  The  Military  char^i^es  for  the  transport  of  British  Troops 

to  India,  and  military  stores  of  all  sorts 

5.  Civil  Stores  of  all  sorts ;  materials  for  Railways,  Tele- 
graphs, &c. 

In  1880-81  the  sum  total  of  Disbursements  to  be  made  in 
London  exceeded  18  millions  sterling.  And  these  charges  are 
all  payalile  in  fixed  amounts  in  Gold 

To  meet  these  charges  the  Council  of  India  tu  London  draws 
every  Wednesday  a  certain  amount  of  Bills  on  the  Governments 
of  the  difff^itmt  Presidencies 

These  sums  are  payable  in  Gold  in  London ;  but  the  Govern- 
ments in  India  pay  in  Silver  Rupees  :  it  is  therefore  requii^ite  to 

draw  for  such  a  sum  in  Rupees  as  shall  produce  the  required 
amount  in  Gold  in  London 

It  is  for  this  reason  that  the  relative  Valm  of  Gold  and  Silver 

is  of  such  deep  importance  to  the  Government  of  India 
Every  Wednesday  the  India  Office  sends  tenders  to  the  Bank 

of  England— usually  amounting  at  present  to  about  S5  or  40 
crore5  of  rupees,  or  about  £350,000,  olfering  to  sell  that  amonr-t 
of  Bills  at  the  Current  Market  Price  of  Hilver 

These  tenders  are  open  to  all  the  world  :  just  as  the  Mint  is 
open  to  any  one  to  have  his  bullion  coined ;  but  practic^illy 
speaking  the  tenders  are  confined  to  a  certain  number  of  Indian 
Biiuks :  who  buy  these  Bills  either  on  their  own  account,  or  on 
account  of  their  customers,  who  have  payments  to  make  in  Indin, 

And  as  a  matter  of  fact,  the  balam^e  of  payments  to  be  made  by 
the  merchants  nsnally  agrees  pretty  nearly  with  the  nuiotinci  of 
payments  to  be  made  by  the  Indian  Government  in  London 



428 
THEORY   AKD   PRACTICE   OF   BAKKI^'a 

The  great  importance  of  these  Bills,  however,  is  Lhe  effect  tb^ 
have  on  the  Market  Price  of  Silver :  and  they  have  ia  fact 
one  of  the  most  potent  factors  in  recent  years  in  caastng  tha 
dirainntiou  in  the  Value  of  Silver  as  compared  to  Gold 

Selling  Bills  for  Silver  in  the  London  Market  is  in  reality 

exactly  the  same  thing  as  selling  so  much  Silver  itself.  Conse- 
quently, as  Silver  is  nothing  but  a  commodity  in  England,  the 

more  of  it  which  is  pressed  for  sale,  the  lower  the  price  muBt  $jo 
The  Goverament  Rupee,  which  since  1862  has  repUoed  tl 

old  Company's  Rupee,  being  however  exactly  of  the  same  weigb 
and  fineness,  ia  180  grains  troy  Silver  H  fine :  or  166  grains  fine 
silver  to  15  grains  alloy 

The  British  Shilling,  coined  at  present  at  the  rate  of  66  to  tho 
lb,  weight  of  Silver  Bullion,  contains  80/r  grains  of  fine  silver ; 
hence  the  Florin  contains  ICJIA  grains  of  fine  silver 

When  the  price  of  British  standard  Silver  is  60rf.  per  oonoo 

the  Rupee  is  worth  Is.  10^2973^1,  or  nearly  la,  lO'S^/.  sterling 
In  recent  years  several  cauaca  have  combined  to  reduce  greatly 

the  Market  Price  of  Silver :  the^  are,  the  greatly  increased 
production  of  the  metal ;  the  demonetisation  of  Silver  by  Germany: 
the  vast  amount  of  Paper  Money  on  the  Continent :  and  the 
greatly  increased  amount  of  the  India  Council  Bills 

The  more  India  Council  Bills  are  sold,  the  more  the  Dtmi* 
nution  in  the  Value  of  Silver  is  increased :  and  as  the  Council 

must  sell  a  Rufficient  f|nflntity  to  produce  the  required  amoont  in 
Gold :  a  still  larger  amount  mnst  be  sold  to  make  up  for  their 
diminished  Value  :  and  consequently  the  heavier  is  the  taxation 
on  the  people  of  India  to  meet  the  deficiency 

To  estimate  truly  this  deficiency  it  ia  necessary  to  consider  thik 
relative  Value  of  Gold  and  Silver  at  some  fixed  era 

In  converting  Indian  accounts  into  sterling,  the  Rupee 
conventionally  valued  at  28^  or  the  10th  of  a  £ :  and  from  1850 
to  1857  did  really  continae  about  that  price  :  but  since  then  there 
has  been  a  rapid  declension  in  its  valae^  coincident  with  the 
iQoreased  production  of  the  metal :  the  demonetisation  of  olver 
by  Germany  :  and  the  great  increase  of  the  India  Council  BiQi 

It  is  evident  that  no  correct  estimate  of  the  Diminution  of  ( 
Value  of  Silver  :is  compared  with  Gold  can  bo  made  unkaa  Ibe  < 
of  their  Value  at  Par  be  aga^cd  upon 
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On  Honetary  and  Political  Convolsioxis  as 
the  Exchanges 

38.    Ab  an  immediate  consequence  of  the  preceding  principles, 
it  follows  that  a  Political  or  Mooetaiy  Convnlsion  in  any  countr/J 
will  immediately  turn  the  foreign  exchanges  in  favonr  of  Vm 
conntiy^  if  such  an  event  is  not  prevented  by  the  issne  of  an 
inoonvertible  paper  carrency*    The  reason  is  plain  ;  any  political 
or  monetary  convulsion  is  attended  by  a  great  destmction  of 
CrediL    Now,  that  Credit,  while  it  existed,  performed  the  func 
tiouB  of  money,  bat  as  soon  as  it  is  destroyed  there  is  an  intense 
demand  for  money  to  fill  the  void.    Money  rises  enormoaaly  in 
value.    Multitudes  of  persons  are  obliged  to  sell  their  goods  at  a 
lacrifioe.    The  consequenoe  is  that  money,  having  risen  greatly  in 
value,  both  with  respect  to  goods  and  debts,  an  immense  quantity 
will  flow  in  from  neighbouring  coantries.    Thus  in  1800-^,  ther^  i 
was  a  great  commercial  crisis  at  Hamburg.    The  rate  of  discounll 
rose  to  15  per  cent.    That  immediately  drained  the  ballion  frocal 
the  Bank  of  England.     In  1825  there  was  a  great  commcrotal ' 
crisis  in  England.    For  a  considerable  period  the  Bank,  by  making 
extravagant  issues  at  a  low  rate  of  disoonnt,  had  turned   the 
foreign  exchangea  against  the  country.    But  no  sooner  did  the 
crisis  occur  in  December  thau  the  foreign  exchanges  immediutcly 
turned  in  favour  of  it.     Exactly  the  same  thing  happened  in  1817. 
No  sooner  had  the  crisis  in   that  year  fairly  set  in  than   the 
exchanges  turned  in   favour  of  the  country.      In   the   Froncli  ] 

revolution  in  171)3,  and  subsequent  years,  immense  quantitiea  of  ̂  
inconvertible    paper  were  issued,  which  kept   all   the  French/ 
exchanges  in  a  very  depressed    state.      In    179C    this    Paper] 
Currency  wiis  annihiluUid,  and  the  exchanges  immediately  tdmcdl 
in  favour  of  Franco.    The  same  thing  was  observed  in  idlflLl 
Tilings  were  to  be  had  so  cheap  then  that  multitudes  of  pcaoiiiJ 
went  o\Te?r  to  buy 

On  the  Means  c/  Correcting  an  AdtwM  Ezohange 

S7.    Tlie  preceding  para^rraphs  show  upon  what  complicated 
oaoaei  tboac  great  movemenca  of  bullion  depend  which  pmdiioo. 



MEANS    OF   COHRECTING   THE    EXCHANGE        431 

«ncli  important  consequences.  There  are  three  great  Economic 

Quantities — Products,  Bullion,  and  Debts— all  seeking  to 
be  exchanged,  all  flowing  from  where  they  are  cheaper  to  where 
they  are  dearer 

But  all  this  vast  superstrnctnre  of  Credit— this  mighty  maaa 
of  exchangeable  property  —  is  based  upon  Qold  Bullion. 
Different  methods  of  doing  business  reqoire  different  quantities  of 
Bttllion  J  but,  howeyer  perfect  and  refined  the  system  may  be,  we 
most  come  at  last  to  the  basis  of  BuUion  as  its  moderator  and 

regnlator.  If,  therefore,  the  Bullion  be  suffered  to  ebb  away  too 
rapidly,  the  whole  saperstrueture  is  endangered,  and  then  ensnea 
one  of  those  dreadful  calamities — a  monetary  crisis 

We  have  endeavoured  to  explain  the  different  causes  which 
produce  an  adverse  exchange,  so  that  if  one  takes  plac«  the  proper 
corrective  may  be  applied.  If  it  be  caused  by  a  Depreciated 
Carrency,  there  is  no  cure  but  a  restomtion  of  the  Currency  to  its 

proper  state 
When,  however,  it  arisen  from  a  balance  of  indebtedness  from 

commercial  transactionB,  there  are  but  two  methods  of  correcting 
it  —  an  Export  of  Produce,  and  a  Bise  in  the  Bate  of 
Discount 

It  used  to  be  a  favourite  doctrine  that  an  adverse  exchange 
was  in  itself  an  inducement  to  export  on  account  of  the  premium 
at  which  the  bills  could  be  sold.  What  truth  there  was  in  this 

doctrine  can  only  be  known  to  those  actually  engaged  in  such 
oj)erations.  But  a  very  much  more  certain  means  of  producing  an 
export  of  goods  is  a  lowering  of  their  pric$ 

This  was  one  of  the  fundamental  objects  of  the  framers  of  the 
Dank  Act  of  1844.  They  tnily  observed  that  tiie  prices  of  goods 
had  often  been  unduly  inflated  by  the  excessive  creation  of  credit, 
while  gold  was  rapidly  flowing  out  of  the  country.  Thus,  when 
prices  were  kept  too  high  here,  notlung  but  gold  would  go.  One 
object  of  the  Act  was,  therefore,  by  causing  a  gradual  and  com- 

pulsory contraction  of  Credit  as  Bullion  ebbed  away,  to  lower  the 
prices  of  goods  and  encourage  an  export  of  them 

The  reasoning  of  the  framers  of  the  Act  was  tmdoubfcedly 
correct  in  that  respect.  But  the  only  thing  is,  whether  the  same 
object  may  not  be  attained  in  another  way.  This  is  not  the  place 
to  discuss  fully  the  policy  of  that  Act,  because  there  arc  several 

'^^v^-fig^ 
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other  conflicting  theories  involved  in  it,  which  we  cannot  tMj 
discoBS  nntil  we  come  to  the  consideration  of  a  commercial  crisis 

It  is  sufficient  to  my  here  that  all  the  objects  of  that  Act  aioJ 

obtained  by  paying  proper  attention  to  raise  the  Kate  of  Dlsoonnt  j 
as  rapidly  as  Bullion  flowa  out.    If  the  Directors  of  the  Bank  had  | 
understood  and  acted  npon  that  principle,  there  never  wonld  have  J 
been  any  necessity  for  the  Act.     It  is  true  we  cannot  blame  them 
too  much,  as  before  1833  they  were  prohibited  by  law  from  raising 
it  above  5  per  cent,  a  rate  wholly  inadequate  to  check  a  great  out- 

flow ;  and  for  many  years  there  was  a  great  prejudice  against 
doing  80 

We  have  observed  that  a  diffi^rence  in  the  rate  of  diaxmnt 

between  any  two  coantries  more  than  Buflicient  to  pay  for  the 
transmission  of  bnllion  caoses  a  flow  of  bullion  from  one  to  the 
other.     But  it  must  be  remembered  that,  as  all  the  cost  of  the 
transmission  both  ways  falls  upon  the  operator,  the  difference  will 

be  more  considerable  than  might  appear  at  first  sight     And,  if  j 

they  are  three  mouths'  bills,  of  course  the  profit  reaped  will  be  [ 
only  one-fourth  of  the  apparent  difference.    Thus,  Mr,  Ooecheii 
says,  there  mast  be  a  difference  of  2  per  cent,  between  Londoa  | 
and  Paris  before  the  operation  of  sending  gold  over  from  France 
for  the  sake  only  of  the  higher  interest  will  pay.     And  between 
other  continental  cities,  of  course,  the  difference  may  be  much 

greater 
But  whatever  the  difference  may  be,  the  method  is  absolalelf  j 

certaiiip  Directly  the  rate  of  discount  rises  here,  people  cease  to 
export  bullion  from  here,  and  the  continental  bankers  and  brokers 
increase  their  demand  for  English  bills.  And  as  the  rate  risoti 
the  demand  will  increase,  until  at  last  the  price  reaches  the  speeift 
point,  and  gold  begins  to  flow  in ;  and  as  the  rate  rises  moi^, 
more  powerful  will  be  the  attraction,  until  at  last  the  ueceaaaiy , 
equilibrium  is  restored  between  BuUion  and  Credit 
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> CHAPTER    IX 

ON  THE  RISE  AND  PROGRESS  OF  BANKING  IN 

ENGLAND  UNTIL  THE  RENEWAL  OF  THE 

BANK    CHARTER    IN    1800 

1,  Banking,  in  the  mmlera  eenfle  of  the  T?ord»  had  no 

existence  in  England  U*fore  the  year  1G40,  Up  to  that  period 
merchants  had  been,  for  a  considerablo  time,  in  the  habit  of 
depositing  their  bullion  and  cash  in  the  Mint  in  the  Tower,  for 
convenience  and  security,  under  the  gnardiansliip  of  the  Crown, 

Elevea  yeai"a  had  elapsed  since  Charles  I.  had  dissolved  hia  third 
Parliament — eleven  years  crowded  with  incidents  of  the  deepest 
int4:'rest  in  tlie  history  of  the  human  race.  The  King  and  the 
Parliament  part<:d  with  feelings  of  mutual  cxasperatioQ,  and  the 
Monarch  gave  very  plain  intimation  that  henceforth  he  meant  to 
have  no  more  of  them.  From  that  time  he  and  Strafford  were 

engaged  in  a  deliberate  and  systematic  attempt  to  establish  an 
absolute  despotism  on  the  overthrow  of  the  ancient  constitution  of 

England.  For  a  Little  while  the  King  was  triumphant— wicked 
judges  gave  judgment  against  Hampden.  Laud  established  an 
Anglican  popedom  on  the  banks  of  the  Thames.  Everything 
seemed  to  favour  the  design,  and,  humanly  speaking,  there  is 
every  probability  that  the  eminent  ability  of  Strafford  would  have 
been  ultimately  successful,  when  an  incident  occurred  which 
destroyed  the  labours  of  so  many  years,  and  was  the  moving  cause 
of  a  train  of  consequences  which  ended  in  the  destruction  of  the 
monarchy  and  the  church.  The  republican  constitution  of  the 
Scottish  church  was  an  object  of  hereditary  antipathy  to  the 
King  ;  and  his  advisers,  mth  that  suicidal  intemperance  whicli  is 
the  invariable  characteristic  of  ecclesiastic  despots,  thought  that 
the  time  had  now  come  to  force  a  prelatic  liturgy  upon  the  nation* 
The  Scotch,  with  fierce  determination^  rushed  to  arms  in  defence 

if 
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of  their  ecclesiastical  liberty,  and  the  King  did  not  hesitate  to 
accept  the  alternative  of  civil  war 

S.  After  some  indecisive  skirmishing,  a  treaty  was  at  lenf^thJ 
agreed  upon,  probably  with  little  sincerity  on  either  side,  Bufcl 
an  accommodation  of  Bome  sort  was  then  an  absolute  neceesitj  ta 

the  King,  His  first  army  had  exhausted  his  scanty  and  ill- 
managed  exchequer.  It  had  cost  him  £300,000  ;  not  only  all  the 
money  that  had  been  laid  up  was  wasted^  but  the  revenue  had 
been  antieiiiated.  The  enemy  were  prond  and  ineolent,  the  anny 
corrupt  and  disheartened,  the  country  mutinous,  and  inclined  to 
the  rebels,  and  the  Court,  according  to  Clarendon,  were  all  three. 
The  peculation  that  went  on  would  be  something  incredible  if  it 
was  not  said  on  such  excellent  authority.  The  King  Uioiight  he 
might  rob  every  one  else,  so  the  officers  of  the  revenue  thought 
they  had  an  unlimited  license  of  robbing  him  ;  of  the  sura  of 

£200,000,  raised  from  the  people,  only  £1,600  reached  the  Kx* 
chec|iier.  The  King  was  in  despair,  when  he  happened  to  intercept 
a  treasonable  correspondence  between  the  Scotch  and  the  King  of 

France.  At  length,  he  thought,  he  might  ventnn?  to  call  a  Par*^ 
liament.  The  English  nation  would  sui^ely  bo  rou^d  to  indignatiofl 
at  such  flagrant  treachery 

8*    The  writs  were  issued  in  December,  1C39,  for  tlie 

liament  to  meet  on  the  18th  April,  1640.    Notwilli 
national  exasperation  at  the  proceedings  of  the  Kin 

preceding  twelve  years — notwithsUmding  that,  by  way  of  bm?ado^ 
and  to  induce  people  to  believe  that  the  Parliament  was  caHed 

entirely  through  the  King's  grace  and  good  witl,  and  not  througbl 
necessity,  ship  money  was  levied  with  the  same  severity,  and  thar] 
ecclesiastical  courts  maintained  their  usual  cruelty— the  nation? 
were  sincerely  anxious  for  peace  and  moderation.     Under  the 
influence  of  the^  feelings  they  returned  a  IIou;^  of  CommonftJ 
wishful  to  reforni  aliuses,  but  composed  of  persona  free  from  pari| 
engagements,  afraid  of  all  violence,  secret  combinutionB,  or  dojn 
anything  to  hazard  tlje  peace  of  the  country.    Clarendon  \ 
testimony  that  there  was  nut  the  least  approach  to  any  irrever 
to  the  Crown,  that  it  managed  all  it«  deliates  and  btihaviour  withi 

wonderful  order  and  sobriety,  and  that  it  was  exceedingly  weU«.| 
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disposed  to  pleasa  the  Kiug,  and  to  do  him  service.  In  a  debate 
on  a  case  where  the  Lords  had  undoubUjdly  coram  it  ted  a  gross 

breach  of  the  privilc«:;es  of  the  House,  there  was  not  an  angry 
or  offensive  word  spoken  ;  and  when  an  obscnre  member  made 
a  sneerin'^  remark  upon  the  bishops,  he  met  with  no  en- 
couragement 

4*  But  the  evil  genins  of  the  King  prevailed.  The  nnhappy 
Monarch,  utterly  nncoiiscious  of  the  momentous  natnre  of  the 
problem  which  was  in  course  of  solution,  quarreled  with  the 
Parliament,  which  wtis  his  last  hope  of  siilvation.  In  a  fit  of 
indignation  that  it  did  not  instantly  submit  to  his  hanghty  de- 

mands, and  vote  an  enormous  supply  with  the  readiness  of  eastern 
slaves,  he  dissolved  it  within  three  weeks  of  its  meeting,  without 
having  passed  a  single  Act ;  to  the  profound  grief  and  despondency 

of  all  who  were  anxious  for  peace — to  the  gloomy  delight  of 
those  sterner  spirits  whose  souls  thirsted  for  vengeance  for  the 
tyranny  of  years.  No  sooner  was  the  deed  done  than  he  was 
seized  with  alarm  and  regret,  and  endeavoured  to  recall  it,  but  it 
was  too  late.  No  supplies  had  been  voted,  but  an  invasion  waa 
imminent,  and  he  was  driven  to  devise  expedients  for  raising 
money.  He  opened  a  voluntary  loan,  and  ia  less  than  three  weeks 
£-300,000  were  paid  into  the  Exchequer,  chiefly  by  the  Catholics. 
But  this  was  quite  inadequate  to  his  necessities,  and  he  resorted 
to  other  more  <Uflcrcditablo  means  of  raising  money.  He  bought 
up  an  immense  quantity  of  pepper  from  the  merchants  on  credit, 
and  immediately  sold  it  at  a  heavy  loss  for  ready  money.  It  was 
debated  for  several  days  at  his  Council  to  coin  £300,000  of  base 
money,  with  Zd,  of  silver  in  the  sbiOing,  but  the  plan  waa 
finally  rejected  owing  to  the  speech  of  Sir  Thomas  Rowe,  a 
noble  argument,  which  might  have  been  Btudied  with  advantage 
nearly  two  centuries  later.  Besides  this,  the  King  seized 

the  merehauts'  Bullion  and  cosh  in  the  Towers  to  the  amount  of 
£120,000. 

5.  The  merchants  were  in  consternation,  qa  this  cash  waa  tho 
proviaion  they  had  made  to  meet  their  bills.  They  immediately 
met,  and  drew  up  and  pre^nted  the  strongest  remonstrance  to  tha 
Coondl.    They  pointed  oat  the  flagrant  iniquity  and  impolicy  of 

wv  2 
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*  Bttch  a  proceeding,  and  after  the  matter  had  l>een  debated  a 
wliole  day  at  the  Council,  they  finally  agreed  to  let  the  King 
have  £40,000  upon  receiving  adequate  security  for  its  repayment 
with  interest  The  security  was  given,  and  the  whole  of  the 
priueipal  and  interest  was  ultimately  repaid  to  them.  But, 
although  they  had  succeeded  in  this  instance  in  saving  their 
property,  the  prestige  of  the  Royal  honour  was  gone  :  they  were 
too  wise  to  trust  their  money  again  to  such  precarious  custody, 
and  they  were  obliged  to  keep  it  at  home  under  the  care  of  their 
own  clerks  and  apprentices 

6.  But  their  treasures  were  no  safer  than  before.  Th 
plebeian  cashiers  wore  more  dishonest  than  the  King.  In  pro 
of  time  aa  the  war  went  on,  these  gentlemen  of  this  qiiill  were 
seized  with  a  martial  ardour;  they  deserted  their  desks  in 
multitudes  to  join  the  army,  and  carried  off  with  them  their 

masters'  cash.  Others  lent  out  their  masters*  money  clandestinelj 
,  to  the  goldsmiths  at  interest  at  Ad*  per  cent,  per  diem,  whicW 
they  kept  to  themselves.  The  goldsmiths,  as  might  be  expected 
from  their  business,  had  acuter  perceptions  with  respect  to  tfc 
value  of  the  Bullion  in  the  coin  than  the  publijs  generally*  ThI 
money  coined  during  the  commotions  wag  of  very  unequal  weight, 
sometimes  as  much  aa  Sd.  difference  in  the  ounw,  and  most  of  it 
heavier  than  it  ought  to  have  been  according  to  the  relative  value 
of  the  metals  abroad.  The  goldsmiths  did,  what  always  will 
done  under  such  circumstances,  they  bought  up  all  the  heavie 
coins,  and  melted  them  for  exportation.  Moreover,  they 
to  lend  out  at  interest  the  money  that  thus  came  into  their  hand 
They  advanced  great  quantities  of  money  to  mercbanta  and 
others,  weekly,  or  monthly,  at  high  interest,  and  beg»a  to 
discount  their  bills.  Finding  this  to  be  very  profitable,  tboj 
began  to  attract  deposits  to  themselves,  by  ofifcring  iiitereti  fo 

them,  and  allowing  the  depositors  to  have  repayment  whenever  lfae| 
pleased.  People  foaud  it  much  more  convenient  to  leave  ibe 
money  with  the  goldsmiths,  where  they  could  have  it  whenev 
they  pleased^  aa  well  as  their  interest,  than  to  lend  it  oat  on 

real  or  personal  security.  They  soon  tt'cetved  the  rents  of  all 

the  gentlemen^s  estates,  which  were  transmitted  to  towa*  Five 
or  sir  stood  pre-eminent  among  their  brethren,  and 
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sajs  that  they  were  men  known  to  be  so  rich  and  of  so  good 
reputation,  that  all  the  money  of  the  kinjLijdom  would  be  trusted 
or  deposited  in  their  bauds.  And  they  thenfird  canie  to  he  calkd 
Bavkebs 

?•  Their  command  of  ready  money  soon  brought  them  a 
much  hi|2:her  customer  than  the  merchants,  Notwitbatandiug  the 

fame  and  the  strength  of  the  Protector's  Government,  and  hia 
unquestionable  sincerity  in  wishing  to  govern  with  free  parlia- 

ments, he  and  they  were  unable  to  agree  any  better  than  hia 
Boyal  predecessor  had  done  with  them.  They  were  jealous  of  bis 

power,  and  kept  him  in  a  constant  state  of  financial  embarrasa- 

nient.  He  then  applied  to  the  **  Bankers/*  and  they  advanced 
Mm  money  in  anticipation  of  the  supplies.  They  thus  became 
almost  necegsary  to  the  Government 

8.  The  position  the  bankei's  had  gained  under  the  fmgal 
government  of  Cromwell  was  not  lost  under  that  of  his  dissolute 
Bucoeasor.  The  first  care  of  the  r(,>stored  monarch  was  to  disband 

the  terrible  Republican  armies.  But  they  required  to  be  paid  off 
and  some  hundreds  of  thousands  of  pounds  were  required  to  be 
got  together  in  a  few  days.  The  slow  receipts  of  the  taxes  weT« 

quite  inadequate  to  effect  this,  and  the  Ministers  were  rom|K"lled 
to  have  reeourHc  to  the  bankers,  and  they  weiis  so  well  satisfied  at 

their  proceedings  that  they  declared  the  King's  adaira  could  not 
be  carried  on  without  their  assistance 

9,  Their  method  of  doing  business  with  the  Crown  was  as 
follows.  As  soon  as  the  supplies  were  granted,  they  were  sent  for 
to  attend  the  King.  He,  having  consulted  his  Ministers  as  to 
what  immediate  sums  were  required,  desired  them  to  be  called  in, 
and  they  were  then  informed  what  ready  money  would  require 
to  be  provided  by  such  a  day.  They  were  then  asked  how  much 
they  could  lend,  and  what  security  they  would  require.  Each 
answered  according  to  his  several  ability,  for  there  was  no  joint 
atock  among  ihem,  one  perhaps,  £100,000,  another  mure,  another 
leas*  They  were  desirous  of  having  8  per  cent,  for  their  money, 
which  tlie  King  and  his  ministers  were  quite  ready  to  give,  as  a 
reasonable  remuneration  ;  but,  upon  further  consideration,  they 

i^^dii 
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determined  to  leave  it  to  the  King's  own  bonnly,  lest  it  might 
afterwards  be  turned  to  their  disadvantagCj  mentioning,  at  the 
same  time,  that  they  thonaselves  paid  B  per  cent,  for  it  to  their 
customers,  which  was  known  to  be  true^ 

10,  They  then  received  aa  assignment  for  the  pj^yment  of  the 
first  money  that  came  in  tinder  the  Act  of  Parliament*  or  tallies 
upon  such  other  branches  of  the  revenue  as  were  least  charged* 
Bet  even  this  was  no  security,  as  the  King  and  the  treasurer 

might  divert  these  payments  to  other  purposes*  **  Therefore," 
says  Clarendon^  "  there  is  nothing  surer  but  that  it  was  notliing 
but  the  unquestionable  confidence  in  the  King's  justioe  and  the 
treasurer's  honour  and  integrity,  which  was  the  true  foundation  of 
that  credit  which  supplied  the  necessities  of  the  Guvemment. 
The  King  always  treated  them  very  graciously,  as  his  very  good 
servants,  and  all  bis  ministers  looked  upon  tliem  aa  veiy  honest 

men,"  We  shall  soon  see  how  their  confidence  in  the  King'a 
honour  was  rejxiid 

In  1668,  Charles  II,  iamied  a  splendid  gold  coinage  of  £5,  £f, 
and  20<«  pieces ;  the  latter  were  called  QuineaA,  aa  they  were  niada 
of  gold  brought  from  the  Guinea  coast  by  the  A&ican  Compaay* 
They  were  struck  to  be  equivalent  to  twenty  shillings  in  silver, 

and  thus  to  i-epresent  the  £,  or  Pound,  in  gold.  The  pound 
weight  of  Grown  gold  was  ordered  to  be  en t  into  44^  goineasi  and 
oontiiiuod  to  be  so  as  long  as  they  were  coined 

IL  It  belongs  to  the  general  historian  to  relate  the  t^jrrible 

downfall  of  England's  greatness  in  eight  years  from  the  death  of 
Cromwell.  The  year  1(U;7  may  be  considered  aa  the  nadir  of  the 
national  humiliation.  For  the  first,  and  we  may  devoutly  tniFt 
with  Macaulay,  for  the  last  time,  the  citizens  of  London  heard 
the  sound  of  hostile  cannon*  With  extraordinary  infatuation,  the 
Government  rushed  into  a  war  with  Hollnnd,  whose  capital  had 
illuminated  when  the  news  arrive<l  of  the  death  of  Uieir  tenibld 

autiigoni^t,  Cromwell,  and  little  boys  ran  about  the  atreeta^  crj'mg 
that  the  devil  was  de4id.  Notwithstanding  the  nnezampli*d 

niagTiltude  of  the  8Up[»b*cs  voted  by  ParliarrK'nt,  they  wcn?  all 
embezzled  by  the  courtiers,  who  ni^wJe  fortunes  while  the  sailomi 
mutinied  for  waut  uf  pay,  and  the  ships  were  nnseaworthy.    Tbi 
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Datch  destroyed  Sheeroess  and  Chatham,  buraed  the  ahipe  lying 
thore»  and  instilted  Tilbury 

12.  Nothing  could  be  more  dis^raoefiil  and  honiiliatin^  than 
the  misconduct  which  led  to  this  disaster  bnt  the  wild  despair 
and  ridicnlous  consternation  that  took  possession  of  the  people 
of  London  when  they  heard  of  it.  The  King  alone,  who  never 
wanted  personal  courage,  and  the  Duke  of  York,  kept  their 
composnre,  and  put  to  shame  the  cowardice  of  a  general  officer, 
who  thought  himself  one  of  the  greatest  soldiers  in  Enrope,  who 
declared  the  Tower  not  to  be  tenable,  and  refused  to  defend  it. 
Every  one,  in  con.sternation  rushed  to  demand  his  money  from 

the  bankers.  It  was  knovra  that  they  had  lent  it  to  the  King,'  i 
and  the  pepple  believed  that  the  ref^ular  payments  out  of  the 
Excliequer  could  not  be  made.  To  quiet  the  public  alarm,  the 
King,  on  the  18th  June,  issued  a  proclamation  to  say  that  the 
payments  of  the  Exchequer  would  continue  as  usual,  and  stating 
that  it  was  his  steadfast  resolution  to  preserve  inviolable  to  all  hia 

creditors  all  the  securities  and  assioTimcnts  made  for  repayment 
of  their  advances  ;  that  he  would  not  on  any  occasion  whatever 
permit  any  alteration  or  interruption  of  these  securities.  He 
moreover  said  that  he  hold  this  resolution  firm  and  sacred  in  all 

future  assifrnraents  and  securities  to  be  granted  by  him  upon  any 
other  advances  of  money  for  his  service,  by  any  person  on  any 
future  occasion 

13,  The  insults  and  ravag^es  of  the  Dutch  were  annoying  and 
disagreeable,  but  they  were  inflicted  by  a  brave  enemy,  Charles 
11.  and  his  Ministers  plunged  the  nation  into  depths  of  disgrace 
a  thousand  times  more  humiliating.  He  sold  himself,  his 
country,  her  honour  and  greatness  to  the  King  of  France,  and 

for  20  years  England  BulTcred  an  eclipse  in  European  poh^tics. 
Tlie  public  indignation  at  the  ravages  of  the  Dutch  demanded  a 
scapegoat,  and  it  was  apfK^ased  by  the  sacrifice  of  Clarendon, 

Soon  afterwards  the  King  astonished  and  deh'ghted  the  nation  by 
*  entering  into  the  Triple  Alliance  with  the  very  people  he  had  so 
lately  l>een  at  war  with,  and  Sweden.  It  was  06tensii»ly  to  curb 
tlie  overweening  ascendency  of  France,  and  to  maintain  the 
Protestant  religion.    While  thus  reaping  popularity  at  home  and 
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itispecfc  abroad  for  this  iiuvvoatetl  display  of  firmncaa  and 
magnanimifcj,  wliich  revived  the  riieniory  of  Cromwell,  the 
infiimoTig  traitor  signed  a  secret  treaty  with  Louis,  binding 
himself  to  re-establish  the  Roman  Catholic  religion  in  England, 
to  nnite  with  him,  and  destroy  the  very  people  with  whom  he  waa 
so  ostentationsly  in  alliance.  Bad  as  the  Cabal  Ministry  were, 
the  indelible  infamy  of  this  transaction  was  pecnliarly  {personal 
to  the  King.  He  himself  went  to  Dover  to  negotiate  it ;  it  was 
he  who  suggested  the  most  disgraceful  articles,  and,  abandoned 
as  the  Ministry  were,  he  thought  only  two  of  them  sufficiently 
wicked  to  be  entrusted  with  their  knowledge.  The  Treaty  was 
fiignedia  May,  1(J70 

14,  It  was  impossible  to  prevent  some  hints  of  what  was 
going  on  reaching  Holland*  De  Witt  and  the  States  took  alarm 
at  the  recall  of  Temple,  whose  character  for  honour  and  integrity 
stood  60  high  that  his  presence  was  considered  a  sufficient 
guarantee  of  tlie  fidelity  of  England,  The  King  ordered  him  to 
leave  his  family  at  the  Hagne,  and  promised  his  speedy  retnm* 
Parliament  met  in  October.  The  King  left  the  Lord  Keeper  to 

explain  his  views  to  them.  The  Keeper  expatiated  upon  the  Kinp^*« 
pleasure  ia  meeting  his  Parlitiment,  the  immense  growth  of  the 

power  and  navy  of  the  King  of  France,  the  King's  alliunoe  with 
the  Dutch,  the  neglected  and  feeble  state  of  the  navy,  and  tho 
necessity  of  puttiug  it  in  a  position  to  cope  with  that  of  Franoe. 
He  ended  by  demanding  a  supply  of  £800,000  to  fit  out  50  abipa 
of  the  line,  to  make  him  a  match  for  his  neighbours.  The  IIodso 
eagerly  voted  him  the  supply  asked  for,  and  added  to  it  a  long 
homily  on  the  growth  of  Popery,  and  earnestly  petitioned  the 
King  to  take  measures  to  suppress  it.  The  King  took  the 
Bubsidy,  instantly  prorogued  the  Parliament,  and,  with  tho  Crtmty 
of  Dover  in  his  pocket,  published  a  eevere  proclamation  against 
Papists,  boaating  that  he  Ixad  always  adhered  to  the  true  ttUgioa 
as  establiBhedi  against  all  temptations  whatever 

16.  No  sooner  were  the  credulons  Commons  duped  out  of 
their  money  and  dismissed,  than  the  King  set  to  work  to  pick  a 
qimrrel  with  the  Dutch.  They  were  wantonly  provoked  by  a 
most  oatrageoiia  insult,    A  amaU  yacht,  not  even  a  man  of  war. 
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,  to  sail  through  their  whole  fleet  on  their  own  const, 
and  ftre  upon  them  if  they  did  not  strike  their  flag  to  it  Th^^ 
Dutch,  who  t<jndered  any  explanation  that  the  English  Govern- 

ment chose  to  dictate,  wem  studioiisly  insnlted.  Parliament  was 

prevented  from  meetint,^  lest  they  should  declare  against  such 
atrocioTB  proceedings ;  but  the  money  of  which  they  had  been 
duped  was  soon  exhausted  by  debts  and  expenses.  France  had 

promised  to  pay  £200,000  a-ycar  during  the  war,  a  sum,  however, 
qnite  inadeqaate  to  maintain  the  navy.  The  axe  of  Charles  I. 
inspired  the  King  and  bis  Ministry  with  too  wholesome  a  respect 
for  the  English  nation  to  venture  agidn  upon  sliip  money. 
In  this  dilemma  the  King  declaivd  that  the  staff  of  the 
treasurer  should  reward  the  ingenuity  of  the  man  who  should 

discover  an  expedient  for  "raising  the  wind.**  Shaftesbury  js 
said  to  have  the  merit  of  originating  the  idea,  but  CUfford  reaf>ed 
the  profit  and  honour.  The  expedient  Mt  upon  was  to  shut  up 
the  Exchequer 

16.  Charles  seemed  to  be  most  at  home  in  the  lowest  depths 
of  iniquity.  With  the  treaty  of  Dover  in  one  pocket,  he 
professed  a  warm  zeal  for  the  Protestant  religion;  with  his 

Proclamation  of  1667  in  the  other,  he  seized  upon  the  bankci-a' 
money  in  the  Excltequer.  When  he  had  performed  the  splendid 
feat  of  dnpiug  his  Parliament  out  of  £800,000,  for  the  purpose 
of  catting  the  throats  of  the  very  people  to  whom  they  were 
moet  attachedi  it  was  but  sorry  game  to  plunder  a  few  bankers. 
Nevertheless^  the  King  was  so  delighted  with  the  peculiar 
perfidy  of  the  transaction,  that,  to  the  promised  reward  of  the 

treasurer's  staff,  he  superadded  an  ignominious  pt^erage.  On  the 
2nd  January,  1672,  appeared  a  pro<:;lamation,  stating  that  the 

^^     poyments  out  of  the  Exchequer  should  be  suspended  for  one  year ; 
^^m     bnt  interest  at  the  rate  of  6  per  cent,  was  promised.    The  King 
■  Keissed  £1,528,526  ;  of  this  sum  £416,725  belonged  to  Sir  Bobert 
I  Vf  ner  alone 

I  the; 

I  10,( 

17.  The  baukfirs,  it  is  true,  were  not  many,  l)nt  the  money 
they  had  belonged  in  great  part  to  their  customers,  and  these  were 
10,00<).  The  coup  de  finance  was  bo  cleverly  done  that  no  one, 
except  one  or  two  of  the  most  intimate  firiends  of  the  conspiratorSi 
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had  &e  dighiest  wanuog.  The  coDsUniatioQ  waa  duBadM  in 
the  Oitj.  NatnberlesB  mercbaiita  were  niiiied.  The  dialrasB  was 
felt  throtigh  all  ranks  of  socie^.  Widows  and  orphans^  who  had 
no  other  means  of  inves?traent,  had  lent  their  all  to  the  bankers. 

Many  peraona  went  mad  ;  manj  died  of  a  br«>keTi  heart ;  many 
destroyed  themselTea.  It  waa  at  first  promised  that  the 
anspeDsion  should  only  be  for  a  year  ;  bat  year  after  year  passed 
away,  and  neither  the  principal  nor  the  interest  was  paid.  Bat 
the  intensity  of  the  pnblic  saffenng  waa  too  grtat^  and  the  pnblio 
indignation  was  too  fierce  to  be  neglected.  What  seema  to  be  a 
most  extraordinary  circnmatance  is,  that  although  bo  many 

persons  of  influence  must  hare  been  injtinsd  by  the  r  *a| 
there  was  no  notice  of  it  taken  in  Parliament,    At  in 

April,  1676,  the  King  was  obliged  to  order  the  acooanta  of  the 
oeditors  to  be  examined  by  the  Chancellor  of  the  Eicheqner. 
This  having  been  done,  in  April  1G77  the  King  issued  letteia 

patent,  granting  to  each  of  the  goldstniths,  their  ht-irs  atid  assigns, 
for  the  benefit  of  their  creditors,  in  lieu  and  satisfaction  of  their 
debtSi  a  yearly  rent,  part  of  the  hereditary  excise^  eqnal  to  G  per 
cent,  upon  the  debt,  with  a  clanse  of  redemption,  upon  the  King 
paying  the  priacipal  and  arrears  of  interest.  These  lelteia 
were  printed  and  made  public  on  the  2Srd  of  May,  1677, 
and  a  bill  to  ratify  them  was  passed  by  the  House  of  Lords  on 
the  10th  July,  1678,  but  unfortunately,  waa  not  presented  to  the 
Commons  before  the  end  of  the  Seadon,  and  never  became  law 

18»  The  interest  continued  to  be  paid  till  Lady-day,  168S, 
when  it  ceased.  Those  were  times  of  fiery  trial  The  recoil  of 
the  crimes  and  cruelty  of  the  Popish  plot  had  struck  down  tlia 
fomentors  of  that  horrible  delusion.  The  blood  of  the  hoatile 

parties  alternately  flowed  like  water  frum  the  scaffold,  Tbo 
Royalists  had  obtained  the  undisputed  ascendcficy,  and  payiuc4it 
of  tlie  interest  duo  to  the  bankers  immediately  cetiscd»  Nooe  wad 

paid  during  the  reign  of  James  11.  At  length,  in  1689,  when 
the  creditors  were  worn  out  with  deBpair,  some  of  thcoi 

doLerujined   to   petition   the   Court  of  T'    '  uilce  an 
order  for  payim  nt  of  their  claims.    T  lined  Co 
tw»t  payment,  and  the  case  was  ar^Mied  at  great  ((^tif^th  ;  two 
ycftm  were  occupied  in  the  nrgnments  and  delibcrutions  of  tbo 
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judges.  At  length,  m  IGill,  the  Court  gave  jndgraent  m  fiiTour 
of  the  petitioners,  and  rnndu  an  order  on  the  Exchequer  for 
payment.  The  Court  appealed  to  the  Exchequer  Chamber.  At 
that  time  the  Lord  Chancellor,  or  the  Keeper  of  the  Great  Seal, 
Bat  in  the  Exchequer  Chamber,  and  was  accustomed  to  receive 
the  nSBistanoe  of  all  the  Common  Law  Jadgea.  Lord  Somers  was 
Keeper  of  the  Great  Seal  In  1697,  the  case  was  argued  before 
the  whole  of  the  Judges.  There  were  two  points  to  be  decided. 
!•  Whether  the  letters  patent  were  good  and  valid  to  bind  the 
Crown.  2*  Whether  the  remedy  taken  by  the  petitioners  was 
tlie  proper  one,  and  if  it  was  in  tlie  power  of  the  Court  of 
Exchequer  to  order  payment  from  the  Treasury  of  the  sums  due 
to  the  claimants.  On  the  first  point  the  Common  Law  Judges 
nnanimouBly  held  that  the  letters  patent  were  good  and  valid  to 

bind  the  Crown.  On  the  second  point  they  all,  with  one  excep- 
tion, held  that  the  petitioners  had  adopted  the  proper  course  in 

petitioning  the  Exchequer,  and  that  the  Court  bad  power  to  order 
payment.  The  Chief  Justice  of  the  Common  Pleas  alone  held 
that  they  had  not  adopted  the  right  remedy  ;  that  the  Court  of 
Exchequer  had  no  power  t*D  order  payments  out  of  the  treasury  ; 
and  that  the  claimants  ought  to  have  petitioned  the  King  himself. 
The  assistant  Judges  having  thns  all  delivered  their  opinions, 
the  case  remained  for  the  final  judgment  of  Lord  Somers.  It 
is  one  of  the  most  famous  eases  in  Westminster  Hall.  The  Lord 

Keeper  is  said  to  have  expended  several  hundred  pounds  in 
collecting  books  and  pamphlets  for  his  judgment.  He  carefully 
abstained  from  pronouncing  any  opinion  ns  to  whether  the  grant 
waa  good,  and  bound  the  Crown  ;  but,  after  going  over  all  the 
precedents  with  extraordinary  care  and  minutenesB,  and  reviewing 
the  history  and  powers  of  the  Court  of  Exchequer,  he  held  that 
the  [)etitiouers  bad  adopted  a  wrong  remedy,  and  that  the  Court 
had  no  power  to  order  payment  as  it  had  done.  It  was  doubtful 
whether  the  Keeper  of  the  Great  Seal  had  power  to  give  the 
judgment  of  the  Court  against  the  opinion  of  the  majority  of  the 
aasisttng  iTndges.  Throe  Judges  held  that  he  had  not  this  power, 
but  seven  held  that  he  had ;  he  accordingly  reversed  the 
judgment  of  the  Court  of  Exchequer 

Under  such  ciicuinstanccs,  it  was  scandalous  and  dis* 
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graceful  in  the  Crown  to  contest  the  matter  any  lonn:er.  Every 
one  atli lined  the  case ;  the  objection  was  purely  technical.  Tbo 
clniinauts  appealed  to  the  ITonse  of  Lords  ;  the  Crown  persisted 
in  a  Btrenuoas  and  disgraoefal  opposition,  but,  on  the  23rd 
January,  1700,  the  Lords  finally  gave  judgment  in  favour  of  tlio 
bankers,  and  reversed  the  judgment  of  Lord  Somers,  One  would 
have  thought  that  after  such  s^gravated  wrong  and  injustice^  the 
Parliament  would  have  hastened  to  repair  the  iujury  done  to 
these  unfortunate  men*  But  the  strangest  part  of  the  case  is  ycfc 
to  come.  The  judgment  of  the  Court  clearly  establighed  thei? 
right  to  all  arrears  of  interest ;  but  they  were  not  paid  one 
farthing  of  it.  An  Act  was  passed  in  1700,  that  after  the  26th 
Deoemberi  1701,  the  hereditary  excise  sliould  be  charged  with 
interest  at  the  rate  of  3  per  cent,  on  the  principal,  until  payment 
wa3  made  of  one-half  of  the  debt.  Thus  ended  this  moustroos 
iniquity.  The  principal  never  was  repaid,  but  waa  afterwards 
couEolidated  with  the  Sooth  Sea  Annuities,  and  Btill  (orroa  part 
of  the  National  Debt.  It  has  been  calculated  that  the  loesto 
the  bankers  and  their  creditors,  from  arrears  of  interest  and 
retention  of  the  principal,  waa  nearly  three  millions,  to  gay 

nothing  of  the  frightful  expense  of  such  protractc^d  litigation 

20.  Notwithstanding  the  political  agitation  of  the  period, 
and  the  vice  and  extraviigance  of  the  Court,  the  nation,  frum 
the  sheer  force  of  its  energy,  continued  to  thrive  and  progress 
m  soon  as  it  attained  a  tolerably  settled  condition,  but  the  want  of 
an  adequate  supply  of  circulating  medium  was  felt  severely  lo 
cramp  the  operations  of  trade,  and  many  persons  who  on^l 
the  great  benefits  which  foreign  countries  derived  fi 
establishment  of  banks,  attempted  to  induce  the  Government  u> 
erect  similar  institutions.  A  great  nnrober  of  projects  wem 
started  in  print,  some  of  particularly  magnificent  dimensions,  bnl^ 
as  none  of  them  came  to  anything,  we  need  not  be  delayed  by 
them  any  further 

2L  Tlie  tronbled»  but  glorious  era  of  1*1*^8,  noi  only 
destro)'cd  |mblio  credit,  bat  aa  waii  natuml,  diminished  Ui<r 
pHxluctivenesa  of  the  taxes*  and  the  new  Government  m^re 
obliged  to  purchase  popularity  by  uboli;$hing  the  hearth  tax* 
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The  tonnage  and  poundage,  whicb  in  the  reign  of  Jam<^  II. 
produced  £600^000,  fell  in  1693  to  £286,687,  and,  notwith- 

standing some  ftdilitional  taxes  were  laid  on,  the  whole  revenue 
in  1C93,  was  £1,510,318.  Such  an  income  was  wholly 
inadequate  to  sustain  the  feeble  and  unsettled  Government,  and 
the  most  extensive  frauds  and  robberies  prevailed  among  the 
public  officers.  Some  of  these  frauds  were  brought  to  light  and 
the  offenders  punished  ;  but,  though  commissioners  were  appointed 
for  the  purpose  of  discovering  the  defaulters,  the  Commons 

resolved  in  1701 — **Tbat  it  was  notorious  that  many  millions 
of  money  hud  been  given  to  his  Majesty  for  the  service  of  the 

public,  which  remain  yet  unaccounted  for."  It  was  alleged,  that 
in  tivc  years,  the  almost  incredible  sum  of  nearly  eleven  millions 
was  thus  embezzled 

22.  The  chief  object  which  tempted  William*8  ambitioE  to 
obtuiti  the  Crown  of  Eugland,  was  to  head  the  great  European 
alliance  against  the  overwhelming  power  of  France,  No  sooner 
was  the  King  pretty  firm  on  his  throne  than  he  persuaded  the 
Parliament  to  agree  to  a  war  with  their  ancient  enemies.  The 
Parliament  was  eager  for  the  war  and  readily  voted  supplies,  but 
they  were  scarce,  and  difficult  to  be  got.  The  Government,  at 
first,  attempted  to  persevere  in  the  old  plan  of  mortgaging  the 
grants  to  be  voted  by  Parliament.  Their  attempts,  however, 
were  not  very  successful  i  and,  in  1690,  Parhament  began  the 
system  of  allowing  money  to  be  raised  on  short  annuities,  which 
was  attended  with  good  success.  The  increasing  expense  of  the 
war,  however,  rendered  this  plan  too  burdensome,  and  in  1692  a 
plan  wtvs  brought  forward  for  raising  dntie^  for  the  space  of  99 
years,  to  pay  the  interest  of  an  intended  loan  of  £1,000,000  upon 
a  tontine  scheme.  The  eubscribers  were  to  receive  10  per  cent* 
till  1700,  and  after  that  £7^000  per  annum  was  to  be  divided 
among  the  survivors  till  their  number  was  reduced  to  seven,  when, 
upon  the  death  of  each,  his  annuity  was  to  lapse  to  the  Grown. 
So  low  was  the  credit  of  the  Government  that  only  £108,100  waa 
obtained  on  these  tempting  tenns,  and  a  clause  was  introduced  by 

which  the  subscribers  might  obLiin  14  jR-r  cent,  upon  any  life 
they  chose  to  nominate.  But  even  these  two  schemes  produced 
only  £881,493 

MkiMl 
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23.  All  these  devices,  however,  failed  in  producing  an 
adequate  supply  of  money  to  support  the  war,  which  lan^ished 
in  consequence.  The  fatal  proceedings  of  Charles  II.  seem  to 
have  ruined  the  bankers,  or,  at  leaat,  to  have  deterred  tbem 
from  making  advances  to  Government  in  their  former  style. 
The  Government  were  obliged  to  revert  to  the  humiliating  plan 
of  borrowing  from  every  one  in  the  city  they  could.  They  wew 
obliged  to  solicit  the  Common  Council  of  London  for  eo  small  n 
eum  as  £100,000,  and  if  they  granted  it,  the  Coaneilmcn  liad  to 
make  humble  suit  to  the  inhabitaate  of  their  reppt^cLive  wards, 
going  from  house  to  house  for  contributions,  and  for  tlieae 
advances  they  had  to  pay,  in  premiamii,  diacounti  and  oommisaioat 
from  30  to  40  per  cent. 

24.  The  unhappy  bankera,  and  their  assigns,  had,  in  despair 
of  having  their  rights  acknowledged  by  the  Crown  voluntarily^ 
been  driven  into  a  court  of  law.  Some  of  them,  however, 
endeavoured  to  come  to  an  agreement  with  the  Crown.  When  it 

tried  to  raise  money  by  way  of  perpetual  annuities  in  1 091,  they 
thought  that  they  might  make  terms  for  themeelvea.  On  the  18th 

January^  1G92,  their  propo&al  was  submitted  to  the  Hoojse.  Thej 
said  that  whereas  the  debt  due  to  the  buikers  and  their  aasignfl, 

was  above  £1,340,000  principal,  with  8|  years'  arrears  of  interat, 
at  6  per  cent,  at  Christmas,  1601 ,  they  proposed  to  forego  all 
arrears  of  interest,  and  to  advance  a  sum  equal  to  their  principal, 
on  condition  that  iateroat  at  the  rate  of  G  per  cent,  should  be 
secured  to  them  by  Act  of  Parliament.  This  proi^osal  waa 
subscribed  by  six  or  seven  gentlemen  whose  principal  money 
amounted  to  £29,378 ;  several  Members  of  the  Hou^  whom 
principal  was  £5,400|  immediately  deolarod  their  wilUngnesa  Co 
aoc^pt  the  same  propoflob.  They  beUeved  that  most  of  the 
others  interested  would  come  into  the  same  arrangement.  After 

a  few  days'  delay,  pirsona  whofie  principal  amounted  to  £30,775 
came  into  the  proposal*  Those  who  agreed  to  tlicse  propoittii 
were  chiefly  the  aitsij^ns  of  the  bankers  and  their  creditonj.  The 
bankew  themselves  dochnod  to  join  in  tlie  armogemcnt,  fat  bar 
it  might  prejudice  Ihtir  case  in  Uic  Exchfqtier.  When  the  Com* 
mittee  who  brought  up  this  report  to  the  Uoqbo  finl  met,  a 
{jjTopoMkl  was  made  to  them,  Ihiit  certain  partiee  wub  feady  to 
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Babecribe  a  miUion,  on  conditiott  of  receiving  £65,000  a  year,  of 
which  £5,bOO  was  to  be  for  maDagement,  and  the  rest  for 
interest,  and  that  tbeir  bills  of  property  or  stock  should  have  a 
forced  currency,  ot  be  made  legal  tender,  in  which  case  they 
offered  to  advancse  £200,000  in  cash,  to  be  ready  as  a  bank  to 
exchange  such  current  bills  as  should  be  demanded  of  them,  to 
give  them  credit,  and  support  their  circulation,  and  that  they 
should  receive  5  per  cent  on  that  sum.  This  scheme  waa  devised 
by  Mr,  William  Patereon,  and  siipported  by  several  wealthy 
merchants  in  the  city.  The  Committee  declined  to  receive  the 
proposal  fur  giving  a  forced  currency  to  this  stock,  but  they  were 
quite  willing  to  receive  such  a  plan,  and  make  the  stock  transfer- 

able at  pleasnre.  The  proposal  broke  off  upon  this  difference, 
Paterson  and  some  of  his  friends  were  willing  to  waive  the  forced 
currency  of  the  stock,  but  nothing  came  of  it.  Such  was  the 
first  effort  of  Paterson  to  found  a  National  Bank.  After  this 

failure,  no  further  proposal  was  made  till  the  beginning  of  1C94, 
when  the  increasing  public  necessities  made  the  Ministry 
attempt  to  start  another  such  project.  Tliey  sent  for  Paterson, 
and  requested  him  to  organise  another  plan.  His  second  project 
was  to  raise  a  capital  of  £2,000,000  at  7  per  cent,  inter^t,  Hia 
iulluence  obtained  forty  men  to  sabscribe  £5,000  each,  as  a  fund 
to  circulate  £1,000,000  at  8  per  cent.  The  Lords  of  the 
Treasury,  howeverp  who  were  accustomed  to  allow  40  per  cent. 
disoottnt  on  tallies  at  8  per  cent,  interest,  which  had  bwt  four  or 
five  years  to  run,  could  not  be  persuaded  that  persons  would 
subscribe  at  par  to  a  fund  which  had  no  positive  determination, 
Tliia  plan  underwent  several  modifications,  but  they  all  failed, 
and  a  lottery  was  started  to  supply  the  deficiency,  wliich  was 
eiinally  abortive.  Not  discouraged  by  the  failure  of  all  these 
attempts,  he  persevered,  and  formed  another  project,  which  was  to 
raise  and  circulate  £1,200,000  Uf>on  a  fund  of  £100,000  a-year. 
Some  party  jealousy  came  at  the  opportune  moment  to  assist 
Paterson*  Mr.  Michael  Godfrey,  brother  of  Sir  Edmnndbury 
Goilfrey,  and  some  persona  who  were  nettled  with  some 
transactions  with  the  East  India  Conii>any,  now  took  Paterson 
up,  and  in  effect,  supplanted  him  ;  for,  though  be  continaed  to 
advise  and  assist  in  the  direction  of  the  measure,  Godfrey  stood 
foremost  in  it^  and  was  considered  both  by  the  Ministers  and  the 
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ParliaineDt  as  the  efficient  man,  on  wbom  all  dcpegdedi  and  to 
whom  all  ackoowledgmcnts  were  to  be  paid 

86.  This  scheme  at  last  succeeded ;  after  the  details  bad 
been  settled  in  concert  with  the  MlnisterSy  it  was  brought  before 
the  PriTj  Council,  and  long  and  anxtonaly  discussed  in  tbo 
presence  of  the  Queen,  audj  at  last,  the  Statute,  1694,  c,  20,  was 
passed,  bf  which  the  Bank  of  England  was  ostablisbod 

28,  Few  thiugs  can  be  more  snrprising  than  that  a  ejatera 
which  had  been  in  operation  for  centories  in  Italy,  and  which 
had  conduced  so  much  to  the  stabilitj,  nay,  almost  to  ttic 
existence  of  several  of  the  Italian  GoTemmcnts,  had  not  been 
thought  of  in  England  before  this  time.  Sach,  however,  was  tho 
case.  Before  the  Bank  of  England  there  is  no  instance  of  any 
but  a  commercial  State  having  adopted  such  a  measure.  Perhaps 
it  waSi  thut  in  no  State  but  a  commercial  one  was  there  to  h& 

found  such  a  degree  of  monetary  honour,  as  to  induce  people  to  lend 
their  funds  upon  perpetual  annuities  upon  the  security  of  the 
Royal  word.  The  debt  creates!  by  the  establiflhment  of  the  Bank 
of  England  was  the  ̂ t  attempt  in  England  to  raise  money  by 
way  of  perpetual  annuitiee,  and  it  did  not  take  placid  until  the 

chief  power  in  the  State  had  finally  posa'd  away  from  the  Orowm 
to  the  Farliament.  Only  thirtt'cn  years  after  the  Revolution,  the 
King,  in  his  speech  to  Parliament,  iJOth  December^  1701, 
preaees  the  House  of  Commons  to  take  care  of  the  puhlio  cred^ 

**  which,"  he  says,  **  cannot  be  preserved  but  by  koeiiing  snored 
that  maxim,  that  they  shall  never  bo  loaers  who  trust  to  a 

parliamentary  security."  How  different  from  the  sentiments  of 
preceding  monarchs  I 

27.  The  Act,  Statute  1694,  a  20,  incorpc^rating  the  BjMik  of 
England,  received  the  Kuyul  assent  on  the  iibth  April,  1CS>4,  and 
its  chief  provisions  are  as  follows — 

1.    Alter  pix>viding  for  raising  certain  taxes  men t  tbc 
Act,  it  dirt'cted  that  the  sum  of  jCU)0,OUQ  a-yeai   i  |je 
appropriaUxl  to  tho  encouragement  of  persons  making  a  voiuutai^ 
loan  of  £1,200,000  for  the  purpose  of  carrying  OD  the  war  'with 
Frtuu^  in  the  following  manuer^ 



CHARTER    OF    BANK    OF    ENGLAND 

4-19 

2.  The  CrowD  might  appoiat  coram isaioners  to  receive  sub- 
scriptions for  the  stun  of  £1,200,000,  before  the  lat  AugUBt, 

1694,  from  aoy  person,  native  or  foreign,  bodies  politic  or 
corporate,  to  be  paid  into  the  Exchequer,  and  the  said  sum  of 
£100,000  per  annum  was  set  apart  to  be  paid  to  the  use  of  the 
subscribers,  their  heirs,  succe^ors,  or  assigns 

8,  The  Crown  was  empowered  to  authorise,  by  letters  patent, 
the  subscribers  to  the  loan  to  assign  and  transfer  their  stock  and 
interest,  and  to  prescribe  the  manner  of  doing  so,  and  to  erect 
them  into  a  corporation,  to  be  called  the  Governor  and  Company 

of  the  Bank  of  Englaod,  with  all  the  usual  privileges  of  a  corpora- 
tion, together  with  the  power  to  acquire  and  hold  lauds,  rents, 

tenements,  and  hereditaments  of  all  descriptions,  ia  as  full 
a  manner  aa  any  private  individual^  subject  to  a  proviso  of 
redemption 

4.  That  in  case  the  whole  sum  of  £1,200,000  should  not  be 

paid  into  the  Exchequer  by  the  Ist  January,  16D6,  then  the  pay- 
ment to  the  subscribers  shall  only  be  at  the  rate  of  5  per  centv  on 

the  sum  advanced  ;  and  that  at  any  time  after  the  1st  August, 

1705,  upon  Parliameut  giving  twelve  months'  notice,  and 
repaying  the  whole  of  the  debt  due,  the  Corporation  should  cease 
and  determine 

5.  No  single  person  was  to  subscribe  more  than  £20,000, 

and  one-fourth  was  to  be  paid  down  at  the  time  of  subscription, 
and  the  remainder  before  the  Ist  January,  1695  ;  in  case  of  non- 

payment of  the  remainder^  the  first  instalment  to  be  forfeited  to 
the  Crown 

6.  Unless  at  least  one-half  the  capital  was  subscribed  before 
the  Ist  of  August,  the  subscribers  were  not  to  bo  made  a  cor- 

poration, but  those  who  had  suhscribcd  might  transfer  their  stock 
annuities  as  individual  creditors  of  the  Crown 

7.  The  corporation  was  strictly  forbidden  to  borrow  or  give 

fiecurity  by  bill,  bond,  covenant,  or  agreement  under  their  com- 
mon seal,  for  any  sums  exceeding  £  1 ,200,000  except  they  were 

allowed  to  do  so  by  Act  of  Parliament.  In  case  they  exceeded 
this  limit,  the  proprietors  were  to  be  liable  in  their  inivate 

capacities 
8.  The  corporation  were  allowed  to  deal  in  bills  of  exchange, 

to  bay  or  sell  bullion,  gold,  and  silver,  to  lend  money  on  the 

QQ 
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Ik  fli0  podBoe  of  tbi^  ovn 

9.    BH   Aqr   ̂ v^m   sbieOy 
lotelorlmfc^ortii 
tiH6ii  vita  ̂ ^y  of  tofi 

ntber diifctlj   or 
tbeir  behalf  d 

tktitB  of  tllfr  I 

JiiB,  laer  tfce  pwilly  of  tefeftaff  tzoUB  Hw  Triae  of  ttegoodal 

10.  An  the  faOlt  oUigilix7,  and  of  credii,  under  tbe  eeal^ 
tte  eocparalioii,  nsAe  or  giir«i  lo  mj  pesmm,  >D%iit,  bj  miotm* 

■Koi  of  MKh  pflnooty  be  ftcriy  vBgned  to  sny  peam  wfao  BbonU ' 
voiiEBtariljr  aooepi  theai,  and  lo  bjr  ntsh  MOgoefs^  MkM  frnfitin^  hf 
indoiRiiieiit  thmcm,  and  all  ndi  maagoaa  migfal  sue  thereoQ  in 
Ibeir  oim  oamei 

IL  lliafc  if  the  Oofponlaon  riioiikl  parcbaM  a&y  Opdwh  hadi^  , 

or  adfuoe  any  money  lo  the  Orovn  wbatorv,  osoepc  Iqr  tbe  tpe*  ' 
dal  faaamim  of  FlvliaaDeDt,  ibey  ibrald  forfeit  lrtl>le  tbe  valae 
of  aO  BQcb  adTancefi  ;  one-fifth  to  anf  common  informer,  and  tlio 
femainder  to  tbe  public 

12.  All  finee,  amerciameata,  and  jndgmenU  pqcotct^  agauul 
tbe  corporation  might  be  paid  bj  the  officers  of  the  rorenne^  oal 
of  tbe  annnity  of  £100,000 

In  pniBoance  of  this  Act,  a  commission  to  receife  sabecriptjona 
was  nominated  on  the  15th  of  June,  the  whole  stock  was  Buhacrtbed 

for  in  ten  days^  and  the  Charter  of  Incorporation  vran  inoed  on 
the  27th  July 

28.  ThiB  great  experiment  was  rejrr^rded  with  some  donbt  and 
misgiving  even  by  its  zcalons  mipporl«rs  ;  they  fearwl  it  coold 
hardly  be  suooearfnl  with  so  moderate  an  interefit  as  eight  poroofit. 
Bot  seTcral  very  namerona  classes  of  people  T  it  with  tbe 
ntmost  detestation.     The  nsnrers,  whose  ii.  j^^iins  mem 
checked,  were  filled  with  rage.  Some  said  that  it  would  become 

a  gigantic  monopoly,  engross  all  the  money  in  the  Kingdom  to 
it«etf,  and  combine  with  tbe  King  to  set  np  a  despot iffm.  Smm 
inveighed  against  its  granting  interest,  which  they  tmd  wonld 
draw  money  away  f^om  trader  not  pcrooiting,  in  the  bltndoes  of 
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their  passion,  that  if  the  Bank  allowed  interest  to  its  ciiBtomers, 
it  must  advance  money  to  traders  to  make  it.  Some  became 
extremely  zealous  for  the  morals  of  the  nation,  which  wore  to  be 
placed  in  imminent  peril  by  the  new  Bank.  Some  pretended  to 
dislike  it  for  fear  it  should  disappoint  the  King  in  the  expected 
Eupplies,  The  domestic  enemies  of  the  Government  were  forions 
against  it,  because  they  saw  how  enormonsly  it  would  strengthen 
the  new  dynasty 

29.  The  immense  benefit  which  accrued  to  the  State  by  the 
establishment  of  the  Bank,  was  shown  by  the  increased  vigour 
With  which  the  war  was  carried  on.  The  army  assumed  the 
offensive;  and,  in  Joly,  1C95,  the  King  undertook  the  siege  of 
Namnr.  At  this  time  Mr.  Michael  Godfrey,  tho  Deputy-Governor 
of  the  Bank,  went  over  to  Namur  to  arrange  with  the  King  as  to 
the  manner  in  which  the  money  for  the  use  of  the  army  should  be 
remitted.  In  the  last  days  of  July  he  ventured  too  near  the  town 
to  speak  to  the  Kiug^  during  a  heavy  cannonade,  and  was  killed 
at  his  side.  Previously  to  this  he  had  published  a  pamphlet  on 
the  subject  of  the  Bank,  which  is  of  great  historical  importance 
with  regard  to  the  Currency,  It  is  written  in  a  strain  of  the 
warmest  congrattdation  upon  the  great  success  of  the  experiment, 
which  he  had  taken  so  lending  a  part  in  forwarding*  He  states 
that,  whereas  in  the  beginning  of  1694,  the  Government  tallies  were 
at  a  disconnt  of  £25  to  £30  per  cent.,  in  addition  to  the  public 
interesti  the  Bank  took  them  at  par,  and  from  the  former  heavy 
discount  they  had  risen  to  a  premium,  so  that  they  were  then 
better  than  money,  because  there  was  7  or  8  per  cent,  per  annum 
benefit  while  they  were  kept,  which  never  conld  have  been  done 
without  the  Bank.  lie  said  that  those  who  lodged  their  money 
at  the  Bank  had  it  as  much  at  their  disposal  as  if  it  were  in  the 
hands  of  the  goldsmiths,  or  in  their  cash  chest,  and  ho  certainly 
oount^uances  an  accusation  which  is  constantly  brought  against 
the  goldsmiths  in  conteuiponiry  pamphlets  ;  for  he  sajs,  that  if 
the  money  wliich  Ijad  bciiU  lodged  with  them  for  four  or  five 

yeai's  past  had  been  deposited  in  tlie  Bank,  it  would  have 
prevented  it  from  being  so  Bcaudalotisly  clipped,  which  he 
ptvdicts  would  cost  tho  niitiou  some  day  a  million  and  a  half  or 
two  millions  to  repair.    He  notes  it  as  very  suiprising  and  quite 

00  2 
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unexampled,  that  after  the  nation  had  been  at  war  for  sU  yeaifl|  J 
anrl  had  Bpent  £30,000,000,  besides  great  qtiantitieg  of  bullion] 
be  tag  exported  and  captured  by  the  enemy,  that  there  had  beettl 
80  great  a  fall  in  the  rate  of  intercBt  instead  of  a  rise,  as  in  all! 
jirevions  wars,  which  was   entirely  due  to   the  Bank,  and  he 
predicted  that  it  would,  in  the  course  of  a  few  years^  reduce  it 
permanently  to  3  per  cent.     He  says  that,  witliin  30  years  o(i 
that  time,  the  public  had  lost  between  two  and  three  millions  by 
the  goldsmiths  and  scriveners  breaking,  which  would  not  have 
happened  if  tlie  Bank  had  been  established.    He  says  that   there 
were  some  who  were   for  having  a  forced  currency  of  bills  or 
tallies,  thinking  that  they  might  ]>a^  as  well  as  bank  billft,  bui 
they  do  not  comider  thai  it  is  nothing  makes  hnnh  bilh  currtnt^ 
but  on  1 1/ because  all  those  who  dimre  it  can  go  wJien  thetj  will  and 
fefrh  their  moneij  for  Diem  ;  and  to  force  anything  to  pass  in  pay* 

ment  but  money  would  soon  end  in   confusion.     He  then  enters  ̂ 
into  numerous  arguments  to  show  that  any  attempt  at  a  forced 
currency  would  only  end  in  damaging  the  public  ci^dit.     He  says 

that>  the  clilef  reason  of  the  indignation  of  the  goldsmiths  at  the  ' 
Bank  was  tliat  they  allowed  2d,  per  cent,  per  diem  on  their  brink 
bills,  which  drew  away  customers  from  them.     He  says  that  the 
interest  allowed  to  the  holders  of  thctr  bills  amounted  to  £3G^000 

per  annum 

80*    The  year  1G94  is  remarkable  as  the  one  in  which  tt»l 
first  of  those  speculative  maoias  occurred,  which  have,  on  difTcrcnt 
subsequent  occasions,  seized  upon  the  nation.  All  the  tncks,  all 
the  rogueries,  which  have  been  so  familiar  in  the  joint  stock 
bubbles  of  later  years,  were  rife  at  the  time,  hot  it  i$> 
remarkable  that  while,  in  later  times,  these  things  have  always 
sprung  up  when  there  was  a  greater  abundance  of  capital  Ulan 

usual,  in  time  of  peace,  this  was  at  a  time  wheu  ri  V  wir, 
had  been  raging  for  several  yearo,  and  there  was  a  -  ^rUi  | 

of  specie 

SI.    We  must  now  retrace  our  stci^s  a  little,  and  examiM 
the  condition  nf  the  Coiuftgo,  which  is  neec»*»4ry  to  undemafid  tlie 

subHequent  history  of  Banking ;  for  cont'-^^'^*^^'*^  •♦i  ih©  etibjcct 
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now  began  which  have  lasted  nlmosb  till  onr  own  times ;  if  indeed 
they  may  be  evea  yet  considered  to  be  extinct 

In  April,  1690,  the  j^reat  scarcity  of  silver  coins  occasioned 
great  pubUc  inconvenience.  The  goldsmiths  complained  to  the 
House  of  Comraotis  that  they  had  ascertained  that  immense 
quantities  of  silver  bullion  and  dollars  had  been  e3q}orted.  That 
many  Jews  and  merchants  had  recently  bought  up  large 
quantities  of  silver  to  carry  out  of  the  kingdom,  and  had  given 
three  half-pence  per  ounce  above  its  regulated  value.  That  this 
had  eucouratj^ed  the  melting  down  of  much  plate  and  milled 
money,  whereby  for  six  mouths  past  no  Bullion  had  been 
brought  to  the  Mint  to  be  coined.  The  House  appointed  a 
Committee,  who  verified  these  allegations.  It  was  shown  that 
the  profit  of  melting  down  the  milled  money  for  exportation  was 
about  £25  per  £1,000,  and  that  the  Mint  price  of  silver  was 

S'i.  ̂ $  2d,  per  ounce,  bat  it  was  generally  sold  for  5«.  d^d.  The 
House,  in  couHeqtience}  passed  one  of  their  useless  laws  against 
exporting  Bullion 

The  state  of  the  Cuinago  now  became  every  day  more  dis- 
graceful. Quantities  of  base  and  counterfeit  coin  were  thrown 

into  circulation.  The  House  of  Commons  addressed  the  King  to 

abolish  the  private  right  of  coinage  of  half-pence  and  farthings. 
The  current  coins  had  been  for  many  years  clipped  and 
adulterated,  which  in  1694  reached  such  a  hiight,  that  the 
silver  coiiia  cuixent  had  lost  nearly  half  their  value,  while  a 
great  part  of  the  current  money  was  only  iron,  brass,  or  copper 

pkted As  this  state  of  matters  gave  rise  to  the  first  great  Currency 
debate  of  modern  times,  and  brought  about  a  great  monetary 
crisis,  we  may  dwell  upon  it  rather  fully 

During  1U94,  the  silver  coinage  became  worse  daily,  and  by 
the  end  of  the  year,  guineas,  which  had  originally  been  coined 
to  represent  20^.,  gradually  rose,  till  they  reached  30^.  The 
exchange  with  Holland  fell  25  per  cent,,  aud  it  would  have  fallen 
gdll  lower,  only  it  was  shewn  that  the  real  exchange  was  in  favour 
of  England.  The  exchange  with  Ireland  fell  so  much  that  £70 
there  was  worth  £100  in  England 

The  evils  of  clipping  the  coin  reached  so  great  a  height  at  the 

end  of  16d4|  that  Mr.  Flcetwoodi  the  OhapIain-in-Ordiuary  to  the 

riH 
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King  am]  Queen,  being  selected  to  preach  before  the  Loud  Mayor 
and  Aldermen  on  the  16th  December,  1C94,  made  it  the  subject 
of  his  gcTiiion  on  the  text,  Oen.  xxiiL,  16.  In  an  admirabtei 

sermon^  or  rather  politico-economical  disconrae,  he  denounced  the 
ft^nd  and  wiekedneas  of  clipping  and  debasing  the  cx>inage.  He 
said  (p.  19),  that  the  money  waa  clipped  down  nearly  one  half. 
He  showed  that  he  understood  the  subject  a  great  deal  better 
than  many  men  a  century  later.  He  showed  tliat,  if  the  money 
generally  were  dipped,  all  the  good  and  weighty  money  that 

remained  must  be  exported.  *'ThQ  merchant  that  exports  moro 
goods  from  home  than  he  imports  from  abroad,  mast  nnavoidtikbl/ 
discharge  the  overbalance  with  good  money ;  thia  he  oan  nevier 

do  with  clipped,  for  it  is  not  demr's  fa£^  and  titks,  but  weiffhl 
and  goodmss  that  procore  credit.  And,  if  a  foreigner  import  moro 

of  his  co«ntry*s  goods  than  he  carries  away  of  ours,  the  over- 
balance must  be  paid  in  weighty  money,  for  the  clipped  will  not  go 

abroad.  Now,  if  the  exportation  of  our  weighty  money  (which  it 
only  now  the  miUed}  be  a  mischief  to  a  nation,  wc  se€  it  is 

oooodoned  chiefly  by  the  clipping  ** 

32.  The  disgraceful  state  of  the  Coinage  oouU  na 
be  overlooked  by  Parliament.  On  the  8th  of  Januaryi  1605,  % 
Committee  was  appointed  to  consider  the  subject.  At  this  time^ 

says  the  Parliamentaty  History,  vol  v.,  p.  955  : — '*The  difficulty 
lay  so  heavy  upon  the  Oovcmment,  that  a  stop  waa  almost  put 
to  trade  and  taxes.  The  current  silver  coin  had  for  many  yean 
begun  to  be  clipped  and  adulterated ;  and  the  mischtef  of  late 

had  been  so  secretly  carried  on  by  a  combination  of  all  j^^oplo 
concerned  in  the  receipt  of  money,  and  so  indastriously  promoted 
by  the  enemies  of  the  Government,  that  all  pieces  wcte  eo  far 
diminished  and  debased,  as  that  five  pounds  in  silver  apede  was 
scarce  worth  40s.,  according  to  the  standard  ;  besides  an  infinite 

deal  of  iron,  brass,  or  copper  washed  over  or  plalid."  The 
Committee  recommended  that  the  money  should  be  rocotned 
into  milled  money.  It  estimated  the  cxpcupc  at  one  mtllion, 
Tlint  the  new  money  tKhuuld  be  of  the  muno  weight  and  finencai 
as  the  old.  That  the  crowu  piece  should  be  curttnt  at  5^.  fidl 
Tliat  various  penalties  should  be  imposed  for  offenoee  i^^iioat  the 
coins.     An  Act  was  passedi  statute  1G95,  a  17,  to  pitirent 
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l^Wmterfciting  aud  cllpiung  the  coin  of  the  kio^dom.  This 
itatute  averred  Oiat  it  was  notorious  that  the  current  coiq  had 

been  greatly  diminished  by  clipping,  rounding,  filing,  and 
that  many  false  and  counterfeit  coins  had  been  clipped,  for  the 
better  disgnisinfi^  thereof,  and  that  these  practices  had  been  much 
occasioned  by  those  who  drove  a  trade  of  exchanging  broad 
money  for  clij^pcd  money,  and  other  arts  and  devices.  It 
therefore,  prohibited  any  person  from  exchanging,  lending, 
selling,  horrowing,  buying,  receiving,  or  paying  any  broad  or 
undipped  silver  money  for  more  in  tale,  benefit,  profit,  or 
advantage  than  the  same  was  coined  for,  and  onght  by  law  to 
paas  for,  under  a  penalty  of  lOs.  for  every  2Qs,  so  trafficked  with. 
It  also  enacted  tliat  whoever  shonld  buy  or  sell,  or  knowingly 
have  in  his  possession,  any  clippings  or  filings  of  the  coin,  should 
forfeit  tbem,  as  well  as  a  penalty  of  £500,  and  be  branded  on  tht 
right  cheek  with  a  hot  iron.  It  forbade  any  one  but  a  trading 
goldsmith,  or  refiner  of  silver,  to  buy  or  sell  Bullion,  onder  pain 
of  imprisonment,  and  enacted  nnmerous  other  vexations  ̂ nalties 
and  regnlations  respecting  the  export  of  Bullion*  All  these 
absurd  cruelties  were  wholly  ineffectual,  and,  while  multitudea 
of  miserable  wretches  were  dangling  on  the  gibbets,  clipping  and 
counterfeiting  were  as  rife  as  ever.  Guineas  which  had  originally 
been  coined  to  be  equal  to  20s.  had  progressively  risen  as  the 
silver  got  worse,  till  at  this  time  they  were  current  at  30«.  of  the 
base  trash,  which  passed  by  the  name  of  silver  coin 

The  frightful  disorder  of  the  currency  may  be  jndgcd  of  by 
the  following  facts.  In  the  months  of  May,  June,  and  Jnly, 
1695,572  bags  of  silver  coin,  each  of  £100,  were  brought  into 

the  Exchequer,  wbose  aggix^gate  weight,  according  to  the  standard, 
ought  to  have  been  18,451  lbs.  5  oz.  16  dwts.  8  grs. ;  their 
actual  weight  was  9,480  lbs.  11  oz,  5  dwt«.,  making  a  deficiency 
of  8,070  Ihi*  7  0Z3.  11  dwts,  8  grs.,  showing  a  deficiency  in  the 
weight  of  the  current  coins  in  the  ratio  of  10  to  22,  One 

writer  says  {An  Emuj  for  ret/idatin/i  of  ihe  coin.  By 

A.  F.,  SepL  %  16D5)— *'Upon  trial  I  have  found  that  5*. 
of  milled  money  hath  weighed  8s.  of  the  present  curi'ent  money, 
and  3«,  of  the  Bs.  was  not  clipped,  only  worn.  Again,  I  hare 
found  10^.  in  milled  money  to  weigh  2 Iff.  of  the  clii)ped  mooe>. 
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Again,  20«.  of  mOfed  money  to  weigh  ASs.  of  our  now  coirenl money 

*^  I  hare  gone  to  seTend  goldsmiths  in  London,  and  hare 
got  them  to  take  ont  of  their  connters  a  hag  of  £100  as 
came  to  hand,  which,  upon  trial,  I  have  fonnd  at  one  place  to 

weigh — 
A  bag  of  £100    
Another  place  £100  Weighed   
Another  place    
Another  place    
Another  place         
Another  place    

1,198     6  17 

^The  £600  weighing  in  all  1,198  ok.  5  dwts.  17  grs.,  and  is 
no  more  than  what  £310  in  milled  money  will  weigh 

''  I  am  informed  the  money  paid  into  the  Exchequer  doth 
weigh  from  15  (and  seldom  the  £100  reacheth)  to  20  lbs. 
weight,  so  that  the  very  best  brought  in  there  doth  not  weigh 
two-thirds  of  what  it  ought  to  do,  and  the  money  paid  into 
the  Exchequer  is  supposed,  a  great  part  of  it,  to  come  from  the 
country 

''Bat,  as  it's  believed  that  the  money  in  the  oountry  is 
generally  not  the  one-half  so  bad  as  it's  in  and  near  London,  I 
have  procured  an  account  to  be  sent  me  from  the  following 
cities,  from  whence  I  am  informed  that  £100  doth  weigh  on 
trial  of  tivo  bags  in  each  place,  to  be,  viz. — 

In  the  City  of  Bristol,  one  bag  of  £100  weighed 
Another  weighed      

In  the  Oity  of  Cambridge,  a  bag  of  £100 

weighed        
Another  weighed   

In  the  City  of  Exon,  one  bag  of  £100  weighed 
Another  weighed      

In  the  City  of  Oxford,  £100  in  half-crowns 
weighed        

£100  in  shillings   

1,G69    1  20 

Oi.  Dwt. 240  0 
227  15 

Or. 
0 
0 

203  5 
211  0 
180  7 
192  S 

10 19 

0 
0 

216  10 
198  0 0 

15 
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**The  £800  wei,^'hin^  no  more  than  £431  15^.  of  rallied 
money  will  weigh,  and  bat  a  very  small  difference  between  tlie 

weight  of  the  money  in  London  and  tne  conn  try  '' 
Tills  disgraceful  sUite  of  the  money  gave  rise  to  the  greatest 

public  confusion  and  distress,  and  a  warm  controversy  arose 
whether  the  new  money  which  should  be  coined  should  be  of  the 
old  Btandard  in  weight,  fineness,  and  denomination,  or  whether  it 
abould  be  depreciated,  or  raised  in  valne,  as  it  was  absurdly 
called.  This  controversy  was  keenly  disputed  then,  and  we  may 
pay  some  considerable  attention  to  it,  becmisti  it  was  revived 
under  another  form  IIC  years  later,  when  the  notes  of  the  Bank 
of  England  were  depreciated,  and  a  strong  party  maintained  that 
the  standard  of  the  coin  should  be  depreciated  to  the  level  of  the 
depreciated  notes 

33,  We  shall  find  that  it  is  of  very  great  importance  to  fix 
the  exact  period  when  the  silver  coin  was  so  depreciated,  as  that 
guineas  passed  at  dOs,  We  shall,  therefore,  make  some  extracts 

from  contempOKU-y  pamphlets.  It  says,  in  one  published  in  1C95 
{Sanw  Remarks  on  a  Fieport  containmj  an  Esmtj  /or  Ow  Amend- 
fnsnl  of  tfm  Silver  Coins,  hj  Mr.  IF,  Loiond^B.  London^  1095), 
page  6y  after  speaking  of  the  gradual  dcteriomtion  of  the 

coinage — 
**  And  so,  by  degrees,  as  the  silver  coin  was  diminished  and 

debased  in  itself,  so  it  fell  in  the  estimation  of  the  people,  and  in 
proportion  gold  advanced,  and  also  Bullion  (that  is  not  in  itself, 
but  in  proportion  to  the  bad  money),  not  that  Bullion  became 
worth  C«*  bd.  an  onnce,  or  Gold  SOs*  a  Guinea  in  good  money, 
that  is,  in  weighty  standard  money,  but  in  clipped  and  counter- 

feit money,  whereof  65.  5^/*  was  not  of  the  true  nor  esteemed 
valoe  of  65,  2ff.  And,  as  we  ourselves  grew  sensible  of  the  want 
of  value  in  money  that  pa^ed,  so  did  foreigners  likewise,  AifD 
THE  Foreign  Exguanqes  soon  altered  accordingly,  so  that 
it  cannot  properly  be  said  that  Bullion  is  advanced  much,  hui 
thai  the  money  that  is  ex^hmujed  for  them  is  of  much  less  value 
than  it  was,  and  the  now  coining  of  our  money  will  not,  as  I 
apprehend,  alter  the  value  of  bnlUon,  gold,  &o.,  but  it  will  bring 

silver  in  coin  to  its  due  value  " 
After  enforcing  and  illustrating  these  views  at  considerable 
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leugth,  he  observes  that  Mr.  Lowndes  hoped  thafc  the  exchange 
with  Holland,  which  was  then  25  per  cent,  against  Eoglaudi 
might  be  prevented  faUiDg  lower,  and  sayg,  page  16 — 

**If  guineas  oontinub  current  at  30^.  A  TTZCEf  the 
exchange  wiO  contiuue  about  the  rate  it  does,  except  the  oommon 
and  ordinary  variation,  which  many  sudden  drafls  and  remit- 

tances occasion ;  and  if  guineas  fall,  //w  e^hange  tmll  r$s§  m 
proporHom  and  if  thb  bilvee  coin  is  rebbesssd  guineas 
WILL  FALL,  and  there  are  no  othei  designs  whatsoever  can  eflbct 
any  considerable  alteration,  for  English  standard  silver  and 
sUndard  gold  will  always  be  of  the  same  value  in  Holland,  as  the 

same  standard  silver  and  gold  in  Eoi^^land,  with  2,  3,  4,  and  6 
per  cent,,  or  thereabouts :  and  tliat  difference  happens  according 
to  present  occasions,  and  the  charge  of  sending  it  from  one  plaoa 
to  another,  and  the  exchange  to  Holland  and  other  placet  olwajfl 

govern  accordingly  " 
Again,  page  19 — 
^'  It  is  not  the  exportation  of  the  silver  which  occasioned  the 

fall  in  the  exchange  between  Holland  and  here,  but  the  reason  of 
that  is  Hie  hadmuofour  silver  cmn 

Again,  page  20 — "The  Balance  of  Trade  is  not  the  Cause  op  titi 
Great  Fall  of  tub  Excuangb  with  Holland,  but  the 

Debasing  of  our  Coin  " 
And  he  repeatedly  declares,  that  the  only  way  to  set  mmtten 

right  was  to  reform  the  coiaage.  He  also  says  that  it  wm  hm 
opinion  that  it  was  not  to  tlie  advantnj^e  of  the  kingdom  to 
restrain  the  exportation  of  Bullion,  or  indt^ed  of  money  itaelf,  to 
any  certain  qnantity,  but  to  let  it  be  entirely  free 

84*  We  have  already  se^n  from  the  pamphlet  of  Mr*  Godfrey 
that,  in  the  spring  of  16D5,  the  Bank  was  in  high  credit  His 
pamphlet  is  notliing  but  a  strain  of  congratulation  on  the  gtt»it 
socceai  that  had  attended  the  experiment.  Bumet  abo  tells  tii 
that  a  party  in  the  country,  who  were  moved  witJi  great  jcaloaqr 
formed  a  design  to  ruin  it  on  account  of  iU  8uun«hing  credit. 
They  tried  what  could  be  done  to  shake  iU  credit,  but  this 
attempt  was  rejected  witli  indignation  by  both  Houses.  Ho  also 
tells  us  at  the  samo  ptriod,  that  there  were  two  seta  of  coin*  out  J 
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milled,  which  conld  not  ho  practised  npon,  the  other  not  so, 
which  waB  clipped^  and  so  much  so  thai  at  hist  it  was  diminished 
to  less  than  half  its  propter  weif^ht.  When  this  had  gone  on  for 
some  tinie,  the  King  was  advised  to  issue  a  proclamation  t<> 
make  ft  current  by  weight  and  not  by  tale,  bnt  it  was  stronglv 
opposed  in  the  ConnciL  The  badness  of  the  money  then  was 
very  visible.  Guinexis,  which  were  valued  at  21  «*  6d.  in  silver, 

1*060  to  ZOs.,  that  18  to  say  that  80«.  sank  to  21^.  Sef,  The 
deterioration  l>ecaTue  still  worse,  and  later  in  the  summer  Lord 

Somei"8  again  proposed  in  the  Council  that  a  pr(K*Uimation 
should  be  issued  to  make  coin  current  by  wei^^ht  and  not  by  tale. 
The  King  was  also  of  that  opinion,  but  the  rest  of  the  Council 

were  nnanimously  against  it.  **  And  so,"  says  Burnet,  **  thift 
proposition  was  unanimously  laid  aside,  which  would  have  saved 
the  nation  about  a  million  of  money.  For  now  all  people  believed 
that  tlie  Parliament  would  receive  the  clipped  money  in  its  tale, 
clipping  went  on,  and  became  more  visibly  scandalous  than  eTer 

it  bad  been  " 

36*  Mr.  William  Lowndes*  the  Secretary  of  the  Treasury, 
was  ordered  by  them  to  make  a  Report  on  the  subject  of  the  coin. 

This  he  did  in  -4  Ilepm't  conimning  an  Esmy  for  the  Amend- 
ment of  th6  Silver  Coins,  Londmi,  1CD5,  In  this  ho  enters 

into  a  long  and^  at  the  time,  valuable  investigation  of  the  histoiy 
of  the  coinage,  and  its  successive  depreciations  in  weight  and 
fineness.  After  giving  the  date  of  every  Mint  indenture  for  four 

hundred  years,  he  says,  p,  5G — **  By  tlie  careful  observing  of 
which  deductions  here  made,  from  the  indenture  of  the  Mint  for 
about  400  years  past  (many  of  which  are  yet  extant,  and  have 
been  seen  and  examined  by  me),  it  doth  evidently  ajipear  that  it 
hath  been  a  policy  constantly  practised  in  the  Mints  in  England 
(the  like  having  indeed  been  done  in  all  Foreign  Mints  belonging 
to  other  Governments),  to  raise  the  value  of  the  coin  iu  its 
extrinsic  denomination  from  time  to  time,  as  any  exigence  or 
occasion  required  ;  and  more  especially  to  encourage  the  bringing 
in  of  Bullion  into  the  redm  to  be  coined  (though  sometimea, 
when  the  desired  end  was  obtained,  the  value  haa  been  suffered 
to  full  again) J  so  that,  in  the  whole  number  of  years  from  the  28Lh 
Edward  I*  until  this  timej  the  extrinsic  value  or  deaomination  of 
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the  sQver  is  raieed  in  about  a  triple  proportion,"    Here  we  c&fino4« 
fail  to  observe  the  otter  confnsioa  of  idea  that  Mr.  Loimdc 

and  too  many  after    big  time,  lab:)ur  nnder.    They   n  7 
sappose  that,  by  raising  the  Name  of  the  coin  they  raise  i 

The  extrinsic  value  of  the  coin  can  by  no  poasibiUty  mean  any- 
thing else  bat  the  quantity  of  things  it  will  exchange  for.    And  to 

call  the  quantity  of  things  it  will  exchange  for  its  dsmminaHon  is 
a  most  pitiable  confusion  of  ideas.    Mr.  Lowndes  then  says  : — 

**The  which  being  premises,  and  every  project  for  debusing  the, 
money  (by  the  reason  before  given)  being  rejected  as  dangcroa 
dishonourable,  and  needlefis,   it  remains  that  our  nation  in   iCi 
present  exigence,  may  avail  itself,  by  raising  the  value  of  its  coins 
and  this  may  be  effected  either  by  making  the  resi)ective  pie 

called  crowns,  half-crowns,  shillings,  and  to  be  lessejr  in  weight,  or^ 
by  oontinuing  the  same  weight  or  bigness,  which  is  at  piv^nt,  in 
the  undipped  moneys,  and  ordaining  at  the  same  time  that  everj 
such  piece  ahall  be  current  at  a  higher  price  in  tale 

'*Bat    before    I    proceed     to    give    my    opinion   on 
subject,   it    seems    necessary  for  me    to  a.*?*^Tt  and    prove 
liypoLhebis,  which  is  this,  namely,  Tluit  making  the  jntrcs  /mj^^ 
or  ordaining   the  rcirpeclim  pieces  (of  //id  preamt  weight}   (0  iW 
currefU  at  a  hig/wr  rate,  may  tquallg  raiu  ih»  tfalm  of  SUi^er  1 

our  Coins  '* Mr.  Lowudea  then  enters  into  an  argument  to  [trove  that  sixty 

pence  are  equal  to  seventy-five  pence — Vk  wild  goueit  clmsc  in 
which  we  decline  to  follow  him 

Uis  proposal  was,  then,  thnt  all   the  existing  undipped  bQ? 
money  should  be  raised  in  donoiuiuatiou  to  C*.  Ur/.  the  crowOy^ 
and  other  coins  in  proportion,  so  that  the  shilling  would  |iaii  for 
fitleen  pence  instead  of  twelve-    That  now  coins  should  be  1 
at  the  increased  denominations.      These  coins  he  proposed 
christen  by   new   names.    The   reasons  ho  alleged  for  this  pro-J 

ceeding  are—**  L  The  value  of  the  silver  in  coin  ought  to  ban 
raised  to  the  foot  of  6«.  Srf.  in  every  cmwnj  because  the  prico  of 

standard  silver  in  Bulh'ou  is  risen  (from  diven  necesaaiy  am] 
unnecessary  causes,  producing  at  length  a  great  sourcity  the 
in  England)  to  C«*  bd.  an  ounce.    This  reason  (whicli  1  humblj 
ODOCeive  will  be  irrorragable)  is  grounded  chicliy  upon  s  trut 
iOttppan^nl,  that  it  may  wdl  \m  com^^arcd  to  an  luioax,  ̂ t&l  i 
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mathematical  Teasoning,  to  wit^ — that  whensoever  the  extrinsic 
valne  of  siker  in  the  coin  hath  been,  or  shall  be,  less  than  the 
price  of  the  silver  in  Bullion,  the  coin  hath  been*  and  will  be, 

melted  down  ** lie  then  enters  into  some  objections  against  this  proposal,  and 

says,  p.  7C — **  That  everything  having  any  value  or  worth  what- 
soever, when  it  becomes  scarce,  grows  dear,  or  (what  is  the  same 

thing)  it  riseth  in  price,  and  consequently,  it  may  serve  to  pay 
more  debts,  or  it  will  buy  greater  quantities  of  other  goods  of 
value,  or  in  anything  else  it  will  go  further  than  it  did  before. 
That  silver  in  England  being  grown  scarce  as  aforesaid,  is  conse- 

quently grown  dearer.  That  it  is  risen  in  price  from  5*,  8^,  to 

(*s.  t}d,  an  ounce ;  and,  by  daily  exi)erienc«,  19  3-10  dwts.  in 
sterling  silver  (equal  to  the  weight  of  a  crown  piece)  in  England, 
doth  and  will  purchase  more  coined  money  than  bs,  by  tale 
(though  the  latter  be  delivered  bond  Jiih  in  undipped  shillings, 
or  in  a  good  bill),  and,  consequently,  doth  and  will  purchase  and 
acquire  more  goods,  or  necessaries,  or  pay  more  debts  in  England, 
or  (teing  delivered  here)  it  fetches  more  money  in  any  foreign 
parts  by  way  of  exchange,  than  bs,  by  tale,  or  the  sixth  part  of  a 
guinea  by  tale,  or  goods  to  the  value  of  bs.  in  tale  only,  do  or  can 
fetch,  purchase,  or  acquire.  That  this  advanced  price  of  the 
silver  has  been  growing  for  some  time,  and  is  originally  caused 
by  the  balance,  excess,  or  difference  above  mentioned,  which 
naturally  and  rationally  produces  such  an  eflfect.  .  ,  .  That 
the  raising  the  valne  of  the  silver  in  our  coins  to  make  it  equal 
to  silver  in  mass,  can  in  no  sense  be  understood  to  be  a  cause 
of  making  silver  scarce.  That  there  can  never  be  proposed  any 
just  or  reasonable  foot  upon  which  the  coin  should  be  current, 
or  an  extrinsic  denomination  very  near  that  price.  It  being 
most  evident  that  if  the  value  of  the  silver  in  our  coins 

should  (by  any  intrinsic  denomination)  be  mised  above  the 
value  or  market  price  of  the  same  silver  reduced  to  Bullion,  the 
aabject  wonid  be  proportionately  injured  and  defrauded,  as  they 
were  formerly  in  the  case  of  the  base  moneys  coined  by  public 

authority  '* He  then  says  the  value  of  the  silver  in  the  coin  ought  to  bo 
raised,  to  encourage  the  bringing  of  Bullion  to  the  Mint 

to  be   coined.    That  this  had    been    i-epeatedly   done  in   Llio 
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English  and  Foreign  Mints.  That  raiBiog  the  valne  of 
silver  in  coin  woald  incmuse  the  whole  sj)ecie8  in  tale,  and 
thereby  make  it  more  commenaunito  to  the  need  for  it  for 
carrying  on  the  common  traffic  and  commerce  of  the  nation,  iiq4J 
to  answer  the  payments  on  the  numerons  contracts,  secaritiQ8»1 
and  other  occasions^  requiring  a  large  supply  of  money  for  that 

purpose He  says  that  at  that  time  gaineas  passed  cnrrent  for  30#. 
He  then  gives  some  details  of  the  state  of  the  coinage,  bj 

which  he  sliowcd  that  they  were  diminiahed  by  about  half  tlieir 
usual  weight 

We  have  said^  that  when  coins  were  stmck  out  of  BuIlioQ,  ̂ 

that  the  value,  or  purchasing  power  of  the  money  depended  upoQ  ̂ 
the  actnal  quantity  of  Bullion  in  it,  and  not  at  all  on  the  name 
of  the  coin,    A  most  extraordinary  delusion,  however,  began  to 
prevail   in  early  times,  of  wluch  we  have   the   first  notice  in 
Plutarch.    It  was  this,  that  when  the  coins  were  once  called  and 

recognised  by  a  certain   namCj  that  their  value  depended  upon 
the  name,  and  did  not  depend  upon  the  quantity  of  metal  in  them. 
About  the  end  of  the  17th  century  this  incredible  heresy  began 
to  find  adherents  in  tliia  country,  and  this  notion  long  iafestal 
the  notions  of  many  financiers,  and,  we  shall  see  here^^ri  wi 
etontly    maintained    by    the    Government  party  in    tlie    great  I 
currency  debutes  in  1S11|  and  was  the  cause  of  great  mischief  to  j 
this  country 

88.  The  extraordinary  doctrines  of  Lowndes  caDed  forth 
a  worthy  antagonist,  and  were  the  origin  of  some  of  his  i 
most  admirable  writings,  and  they  are  of  so  mooh  importance  < 
that  we  shall  make  some  extracts  from  them,  as  ihei6  i$  no  j 
doubt  that  the  fallacies  he  combated  are  even  not  yet  entirely  i 
eradicated 

Locke  had  in  1691  published  a  treatise^  in  which  he  showed 
the  utter  fallacy  of  interfering  with  tlie  rate  of  interest  by  law, 
and  combated  the  idea  that  was  then  becoming  prevalent,  ihat 
the  ?alue,  as  it  was  C4vlkd,  of  the  coin  should  be  raiaed  to  order  to 

keep  it  in  the  oountry*  He  showed  that  the  persona  who  tnp- 
l>orted  such  a  plan  weix*  confounding  the  demmmatian  with  the 
mluit  ita  name  with  the  purchasing  power,  and  tliot  all  mch 
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tdea9  proceeded  from  a  confosion  of  terms,  and  would  have  no 
real  effect.  The  ar^ments  of  Locke,  tbo«}]fh  hj  no  means 
absolntelj  novel,  had  never  been  put  before  so  Inminously  and 
fully.  The  proposal  of  Lowndes,  coming  from  a  man  lioldiiigr  hta 
official  position,  demanded  a  prompt  notice  and  exposure,  Tfiis 
Locke  did,  in  Further  Considerations  conc^mng  Raising  ths 

Yalu6  of  Momi/t  in  which  he  exposed  the  fallacy  of  Lowndes's 
argumenta — **  Raising  of  coin  m  bub  a  specious  word  to  deceive 
the  unwary.  It  only  gives  the  usual  denomination  of  a  greater 
quantity  of  silver  to  a  less  (#.^.,  calling  four  grains  of  silver  a 
penny  to-day,  when  five  grains  of  silver  made  a  penny  yesterday), 
but  adds  no  reiil  worth,  or  real  value  to  the  silver  coin,  to  make 
amends  for  its  want  of  silver.  That  is  impossible  to  be  done,  for 
it  is  only  the  quantity  of  silver  in  it,  that  is,  and  eternally  will 
be,  the  measure  of  its  value,  and  to  convince  any  one  of  this,  I 
ask  whether  he  that  is  forced  to  receive  but  320  ounces  of  silver 

under  the  deoomination  of  £lOO  (for  400  oudlts  of  silver  which 
he  lent  under  the  like  denomination  of  £100)  will  think  these 
820  ounces  of  silver,  however  denominated,  worth  those  400 
ounces  ho  lent  ?  If  any  one  can  be  supposed  so  silly,  he  need  but 
go  to  the  next  market,  or  shop,  to  be  convinced  that  men  value 
not  money  by  the  denomination,  but  by  the  quantity  of  the  silver 
tliere  is  in  it.  One  may  as  rationally  hope  to  lengthen  a  foot, 
by  dividing  it  into  15  parts  instead  of  12,  and  calling  them 
inches,  as  to  increase  the  value  that  is  m  a  shilling,  by 
dividing  it  into  16  parts  instead  of  12,  and  calling  them  pence. 
This  is  all  that  is  done  when  a  shilling  is  raised  itom  12  to 

15  pence 
"  Clipping  of  money  is  raising  without  public  authority,  the 

same  denomination  remaining  to  the  piece,  that  hath  now  1^3 
sUver  in  it  than  it  had  before 

'*  Altering  the  standard,  by  coining  pieces  under  the  same 
denomination  with  less  silver  in  them  than  they  formerly  had, 
is  doing  the  same  thing  by  public  authority.  The  only  odds  is 
that,  by  clipping,  the  loss  is  not  forced  on  any  one  (for  nobody  is 
obliged  to  receive  clipped  money) ;  by  altering  the  standard 
it  is 

•*  Altering  the  standard  by  raising  the  money,  will  not  get  to 
the  public,  or  bring  to  the  Mint  to  be  coined^  one  ounce  of 
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silver ;  but  will  defrand  the  king:,  the  cherch,  she  nniversities  and 
hospital,  and  of  so  mach  of  their  settled  revenue  as  the  money 
is  raised,  e,g,,  twenty  per  cent*  of  the  money  (as  is  proposed), 
be  raised  one-filth*  It  will  weaken,  if  not  totally  destroy,  the 
public  faith,  when  all  that  have  trusted  the  public,  and  assisted 
our  present  necossitieSj  upon  Acts  of  Parliament,  in  the  miUion 
lottery,  Bank  Act,  and  other  loans,  shall  be  defrauded  of  tweoty 
per  cent,  of  what  those  Acts  of  Parliament  were  security  for, 
A  less  quantity  of  silver  has  a  less  value;  and  an  equal  quantity 
an  equal  value 

'*4.  That  money  differs  from  uncoined  silver  only  in  this,  that 
the  quantity  of  silver  in  each  piece  of  money  is  ascertained  by 
the  stamp  it  bears ;  whicli  is  set  there  to  be  a  public  voucher  qI 
its  weight  and  fineness 

''  5.    That  gold  is  treasure,  as  well  as  silveri  because  it  decay 
not  in  keeping,  and  never  sinks  much  in  value 

**  6.    That  cjold  is  fit  to  be  coined  as  well  as  silver  ;  to  i 
tain  its  quantity  to  those  who  have  a  mind  to  traffic  in  it ;  bo 

not  to  be  joined  with  silver  as  a  measure  of  commerce  " 
Locke  then  examines  Lowndes's  doctrine,  that  the  value  (or" 

denomi nation)  of  the  silver  coin  should  be  raised  to  6«.  8<f.  the 
ounce,  because  the  price  of  standard  silver  has  risen  to  6#.  bd, 

the  ounce — 
"  This  reason  seems  to  me  to  labour  under  several  nustakes ;  m 
**  1.  Tliat  standard  silver  C4m  rise  in  respect  of  itadf 
'*  2.  That  standard  bullion  is  now,  or  ever  was,  wortbi  or  sold 

to  the  traders  in  it  for  6;.  t^d,  the  ounce,  of  lawful  money  of 
England.  For,  if  that  matter  of  ftict  holds  not  to  be  so,  that  on 

ounce  of  sterling  bullion  is  worth  G/f.  bd.  of  our  milled  weighty 
money,  this  reason  ceases ;  and  our  weighty  crown  pieocfl  onglit 
not  to  be  raised  to  6«.  d^,  because  our  light  clipf»Gd  money  will 
not  purchase  an  ounce  of  standard  bullion,  under  the  rate  of 
C*.  6A  of  that  light  money.  And,  let  me  nild  hea\  nor  for  Qml 
rate  neither.  If,  therefore,  the  author  means  hen%  that  an  oaiic« 

of  standard  silver  is  risen  to  C9.  hd,  of  our  clipped  nioney^  I  grant 
it  him,  and  higlier  too.  But,  then,  that  was  nothing  to  do  wilb 
the  raising  our  lawful  coin,  which  rcmaina  uncli]fped  ;  mAism  Its 
will  say,  too,  that  standard  bullion  is  so  risen,  as  to  be  worth,  and 
actually  to  sell  for,  0«.  bd.  the  ounce  of  oar  weighty  milled  \ 
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ThiH  I  not  only  deny,  bat  farther  add,  that  it  is  irapoBsiWe  to  be 
80.  For  (J«.  5<f.  of  milled  money  weighs  one  ounce  and  a  qunrter 

near.  Can  it,  therefore,  be  possible  that  an  ounce  of  any  com- 
modity should  be  worth  an  ounce  and  a  quarter  of  the  self-same 

commodity,  and  of  exactJy  the  same  goodness  ?  for  so  is  standard 
silver  to  standard  silTsr.  Indeed,  one  has  a  mark  upon  it  which 
the  other  has  not ;  but  it  is  a  mark  tliat  makes  it  rather  more 

than  less  valuable,  or,  if  the  mark,  by  hinderinfi:  its  exportation, 
makes  it  less  valuable  for  that  purpose,  the  melting  pot  can  easily 
take  it  off 

**  Those  who  say  bullion  is  risen,  I  desire  to  tell  me  what  they 
mean  by  risen  ?  Any  commodity »  I  think,  is  properly  said  to  be 
risen,  when  the  same  quantity  will  exchange  for  a  greater  quantity 
of  another  thing  ;  but  more  particularly  of  that  thing,  which  is 
the  measure  of  commerce  in  the  country.  And  thus  corn  is  gaid 
to  be  risen  among  the  English  in  Virginia,  when  a  bushel  of  it 
will  sell  or  exchange  for  more  poands  of  tobacco  ;  amoug  the 
ludiansi,  when  it  will  sell  for  more  yards  of  wauipom  peak,  which 
is  their  money ;  and  among  the  English  here,  when  it  will 
exchange  for  a  greater  quantity  of  silver  than  it  would  before, 
Kisirig  and  falling  of  commodities  are  always  between  several 
commodities  of  distinct  worths.  But  nobody  caa  say  that  tobacco 
(of  the  game  goodness)  is  risen  in  respect  of  itself*  One  pound 
of  the  same  goodness  will  never  exchange  for  a  pound  and  a 
qnarter  of  the  same  goodness.  And  so  it  is  in  silver  :  an  ounce 
of  silver  will  always  be  of  equal  value  to  an  ounco  of  silver :  nor 
can  it  ever  rise  or  fall,  in  respect  of  itself  :  an  ounce  of  standard 
silver  can  never  be  worth  an  ounce  and  a  quarter  of  standard 
silver ;  nor  one  ounce  of  uncoined  silver  exchange  for  an  ounce 
and  a  quarter  of  coined  silver :  the  stamp  cannot  so  much  debase 
its  value.  Indeed,  the  stamp,  hindering  its  free  exportation,  may 
make  the  goldsmith  (who  profits  by  the  return  of  his  money) 
give  one  120th,  or  one  COth,  or  [perhaps  sometimes  one  30th  more, 
that  is  ̂s,  2^fl^  bs.  St/.,  or  bs,  id,  the  ounce  of  coined  silver  for 
uncoined,  when  there  is  need  of  sending  silver  beyond  seas ;  aa 
there  always  is,  when  the  balance  of  trade  will  not  supply  our 
wants,  and  pay  our  debts  there.  But  much  beyond  this  the 
goldsmith  will  never  give  for  ballion,  since  he  can  make  it  out 
of  coioed  money  at  a  cheaper  rate 
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''  It  IB  said  bullioa  has  risen  to  Gs,  bd,  the  ounoep  Le.^  that 
onnce  of  nncoined  silver  will  exchange  for  an  ounce  and  a  quarter^ 
of  coinad  Bilvcr.    If  anyone  can  believe  this,  I  will  put  thi«  »bort 
case  to  hira.    He  hu3  of  bullion,  or  standard  nncoined  silver,  twa 

round  plates,  each  of  an  exact  size  and  weight  of  a  crown  piece  si 
he  has  beeideSi  of  the  same  bullion,  a  round  plato  of  the  weight 
and  size  of  a  shilling,  and  another  yet  less,  of  an  exact  weight 

and  size  of  a  three-pence.    The  two  great  plates  being  of  eqaal] 
weight  and  Oneness,  I  suppose  he  will  allow  to  be  of  equal  Talue^l 
and  that  the  two  less,  joined  to  either  of  them,  make  it  one-fifth  ' 
more  worth  than  the  other  is  by  itself,  they  having  all  three 

together  one-fifth  more  silver  in  them.     Let  ns  suppose^  then,, 
one  of  the  greater  and  two   less  plates  to  have  reoeivied  tha^ 
next  moment  (by  miracle,  or  by  the  mill,  it  matters  not  how),  tho 
mark,  or  stamp,  of  our  crown,  our  shiHing,  and  our    three-pencet 
can  anyone  say,  that  now  they  have  got  the  stamp  of  our  Mintj 
upon  them,  they  are  so  fallen  in  value,  or  the  other  unstampcdl 
piece  eo  risen,  that  that  unstamped  piece,  which  a  moment  before 
was  worth  only  one  of  the  other  pieces,  is  now  worth  them  all 
three  ?    Which   is  to  say,  that  an  ounce  of  unooined  silver  ta . 
worth  an  ounce  and  a  quarter  of  coined.     This  is  what   men 
would  persuade  us,  whoa  they  say  that  bullion  is  raised  to  €9.  M. 
(of  lawful  money)  the  ounce,  which  I  say  is  utterly  imposiibleu 
Let  us  consider  this  a  little  further  in  another  iustanoe.    The 

present    milled    crown     pieces,    say    they,    will    not    exchongej 

for  an  ounoe  of  bullion,  without  the  addition  of  a  fihiUiDg,  and  a' 
three-pence  of  weighty  coin  added  to  it.    Coin  but  that  crown 
piece  into  Ss.  3^.,  and  then  say  it  will  buy  an  ounce  of  bullinnp 
or  else  they  will  give  up  their  reai^on  and  measure  of  raising  tha 
money.    Do  that  which  is  allowed  to  be  equivalent  to  coining  of  | 
a  present  milled  crown  piece  into  6^.  Sti,,  viz.,  call  it  75  penoe^f 
and  then  also  it  must,  by  this  rule  of  raising,  buy  an  ounce  of  J 
bullion.     If  this  be  so,  this  self-same  milled  crown-piece  will,  ondJ 
will  not,  exchange  for  an  ounce  of  bullion.    Call  it  sixty  peiM9i| 
and  it  will  not ;  the  very  next  moment  call  it  seventy-five  peiu%J 
and  it  will.    I  am  afraid  nobody  can  think  change  of  denomii 

tion  has  such  })0wer  " 
Locke  tten  goes  tfarongh  each  of  Lowndes's  arguments  and  | 

propoeab  one  by  one,  and  |fives  them  such  a  refutation  as  wonldJ 
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ItftTe  delighted  the  heart  of  Chillingworth.    Araong  other  thiDgB^ 

he  says — "It  is  true,   what  Mr,   Lowndes  observes    here,  the 
importation  of  gold,  and  the  p:oing  of  guineas  at  30^.  has  been  a 

tgreat    prejadice    and    loss    to    the    Kingdom.     But    that    has 
[been    wholly    owing  to    our    clipped    money,  and   not  at    all 
[to  our  money  beiog  coined  at  55.  2(L  the  ounce:   nor  is  the 
coining  of  our  money  lighter  the  cnre  of  it.    The  only  remedy 
for  that  mischief,  as  well  as  a  great  many  others,  is  the  putting  an 
end  to  the  passing  of  clipped  money  by  tale,  as  if  it  were  lawful 

coin  " To  Lowndes's  doctrine,  that  raisiog  the  coin  by  making  it 
r more  in  tale,  wotild  make  it  more  alniudant  for  general  use,  Locke 

says — **  Just  as  the  hoy  cut  his  leather  into  five  quarters  (aa  he 
called  them)  to  cover  his  ball,  when  cut  into  four  ipiartera  it  fell 
short ;  bat,  after  all  his  pains,  as  much  of  the  bull  lay  bare  as 
before.    If  the  quantity  of  coined  silver  employed  in  England 
fall  short,  the  arbitrary  denomination  of  a  greater  number  of 
pence  given  to  it,  or,  which  La  all  one,  to  the  several  coined  pieces 

1  of  it,  will  not  make  it  commensurate  to  the  size  of  our  trade,  or 

I  the  greatness  of  onr  occasions.    This  is  as  certain,  as  that  if  the 
I  quantity  of  a  board,  which  is  to  stop  a  leak  of  a  ship  6fteca  inches 
I  fiqaore,  be  but  twelve  inches  square,  it  will  nut  be  made  to  do  it, 
by  being  measured  by  a  foot  which  is  divided  into  fifteen  iuchea, 
instead  of  twelve,  and  so  having  a  larger  tiile,  or  number  of  inchei 
in  denomination  given  to  it 

*'This  indeed,  would  be  a  convincing  reason  if  aonnds  would 
give  weight  to  silver,  and  the  weight  of  a  greater  number  of  pence 

'(leas  in  quantity  proportionably  as  they  are  more  in  number)  were 
a  large  supply  of  money 

"The  necessity  of  trust  and  bartering  is  one  of  the  many 
inconveniences  springing  from  the  want  of  money.  This 
inconvenience  the  multiplying  arbitrary  denominations  will 
no  more  supply,  nor  any  ways  make  our  scurcity  of  coin 
commensurate  to  that  need  thero  is  of  it,  than  if  the  doth 

which  was  provided  for  clothing  the  array,  falling  short,  one 
should  hope  to  make  it  comraensunite  to  that  need  there  is  of  it 

by  measuring  it  by  a  yard  one-iifth  shorter  than  tlie  standard, 
or  changing  the  standard  of  the  yard,  and  so  getting  the 
lull   denomination    of   yards   necessary    according   to   present 

EH  2 
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measure.  For  this  Is  aU  that  will  be  done  by  raiging  our  rofn, 
as  18  proposed.  AH  it  amounts  to  is  no  more  but  this,  m.»  That 
each  piece,  and,  consequently,  onr  whole  stock  of  money,  ehoold 
be  measured  and  denomioated  by  a  penny  one  fifth  less  than  the 
standard 

**The  increase  of  denomination  does,  or  can  do,  nothing  in  the 
case,  for  it  is  silver  by  its  quantity  and  not  denomination,  tha 
is  the  price  of  thinj^s  and  measure  of  commerce  ;  and  it  is  ihd 
weight  of  silver  in  it,  and  not  the  name  of  the  pieces  that  raen 
estimate  commodities  by,  and  exchange  them  for 

"  If  this  be  not  so,  when  the  necessity  of  our  afTairs  abroad, 
or  ilUhnsbandry  at  home,  has  carried  away  half  our  treasure, 
and  a  moiety  of  our  money  has  j^one  out  of  England,  it  is  but  tOj 
issue  a  proclamation  that  a  penny  shall  go  for  two-pence,  sixfieno 
for  a  shilling,  half-a-crown  ibr  a  crown,  &c,,  and  imn 
without  any  more  ado,  we  are  as  rich  as  before.    And,  \v  (\ 
the  i^mainder  is  gone,  it  is  but  doing  the  same  thing  again,  and 
raising  the  denomination  anew,  and  we  are  where  we  were*  and 

80  on  ;  whereby,  supposing  the  denomination  raised  15-lC,  every 
man  will  be  as  rich  with  an  ounce  of  silver  in  his  pawe  aa  he 

was  before  when  he  had  16  ounces  thei'e,  and  in  as  great  plenty  of 
money,  able  to  carry  on  his  trade  without  bartering  his  silver, 
by  this  short  way  of  raising,  being  changed  into  the  \T*lue 
gold;  for,  when  silver  will  buy  IG  times  as  much  wine,  oil^l 

and  bread,  &c.,  to-day  as  it  would  yesterday  (all  other  thin^ 
remaining  the  same  as  the  denomination),  it  hath  the  real  wortli 
of  gold 

"This,  I  gness,  everybody  sees  cannot  be  so,  and   yet  thi^ 
must  be  so,  if  it  be  true  that  raising  the  denomination  oue^filVW 
can  supply  the  want  or  one  jot  raise  the  value  of  silver  in  respect 
of  other  commodities,  t>,,  make  a  less  quantity  of  it  to-day,  buy  i 
greater  quantity  of  corn,  oil,  and  cloth,  and  all  other  oorntuo 
ties  than  it  would  yesterday,  and  thereby  remove  the  neccftmiy  of 
bartering*    For,  if  raising  the  denomination  can  thus  raise  the 

Tolue  of  coin  in  exchange  for  other  commodities  one-fiflb,  by 
the  same  reason  it  can  raise  it  two-fifths,  and,  afterwanii*,  tl 
fifths,  and  again,  if  need  be»  four-liftha,  and  as  much  farther 
you  please.    So  that,  by  this  admirable  continuance  of 
our  cotD|  we  shall  be  rich,  and  aa  well  able  to  support  tlie  cb 
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of  the  Government,  and  curry  on  our  trade  withont  bartering,  or 
any  other  incouvenience  for  want  of  money,  with  60,000  ounces 
of  coined  sikcr  in  England,  as  if  we  had  six,  or  GO  railliona.  If 
this  be  not  bo,  I  desire  aayone  to  show  mo  why  the  same  way  of 
raising  the  denomination,  which  can  raise  the  value  of  money  in 

respect  of  other  commodities  one-fifth,  cannot,  when  you  please, 
raise  it  another  fifth,  and  so  on.  I  beg  to  be  told  where  it  must 
stop,  and  why  at  such  a  degree,  without  being  able  to  go 
farther 

"  It  must  be  here  taken  notice  of,  that  the  raising  I  speak  of 
here,  is  the  raising  of  the  value  of  onr  coin  in  respect  of  oUier 
commodities  (as  I  call  it  all  along)  in  contradistinction  to  raising 
the  denomination.  The  oonfoonding  of  these  in  diBconrses 
oonceraiug  money,  is  one  great  cause,  I  suspect,  that  this  matter 
is  so  little  understood,  and  so  often  talked  of  with  so  little 
information  of  the  hearers 

"  A  penny  is  a  denomination  no  more  beloogmg  to  eight  than 
to  eighty,  or  to  one  single  grain  of  silver  :  and  so  it  is  not 
necessary  that  there  should  be  60  such  pence,  no  more  nor  leas^ 
in  an  ounce  of  silver,  »>.,  twelve  in  a  piece  called  a  shilling,  and 
sixty  in  a  piece  called  a  crown :  such  like  divisions,  being  only 
extrinfiical  denominatioajs,  are  everywhere  perfectly  aibitrary. 
For  here,  in  England,  there  might  as  well  have  been  twelve 
shillings  in  a  penny,  as  twelve  pence  in  a  shilling,  f.<?.,  the 
denomination  of  a  less  pence  might  hu?e  been  a  shilling,  and  of 
the  bigger  a  penny*  Again,  the  tihilling  might  have  been  coined 
ten  times  as  big  as  a  penny,  and  the  cmwn  ten  times  as  big 

as  the  shilling  ;  w^hereby  the  shilling  would  have  but  tenpence  in 
it,  and  the  crown  a  hundred.  But  this,  however  ordered,  altera 
not  one  jot  the  value  of  the  ounce  of  silver,  in  respect  of  other 

things^  any  more  than  it  does  its  weight.  This  ra^'sing  being  but 
giving  of  names  at  pleasure  to  aliquot  jmrts  of  any  piece,  viz., 
that  now  the  COth  part  of  an  ounce  of  sUver  shall  he  called  a 

penny,  and  to-morrow  that  the  75th  part  of  an  ounce  shall  be 
called  a  penny,  may  be  done  with  what  increase  you  please.  And 
thus  it  may  be  ordered  by  a  proclamation,  that  a  shilling  shall 

gg  for  tweoty-fuur  jxiuoe,  and  luiH-crowu  for  sixty  instead  of  thirty 
pence,  and  so  of  the  rest.  But  that  an  half-crown  should  be 
worth  or  contain  skty  such  pence^  as  the  pence  were  before  the 
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change  of  deDomination  was  made,  tbat  no  power  on  earth  could 
do.  Nor  can  any  power  but  that  which  can  make  the  plenty  or 
scardtj  of  commodities,  raise  the  value  of  onr  money  their  double 
in  r^pect  of  other  oommodities,  and  make  that  same  pieoe  or 
quantity  of  gflyer  nnder  a  double  denomination,  shall  porchase 
double  the  quantity  of  pepper,  wine»  or  lead,  an  instant  afler  such 
proclamation,  to  what  it  would  do  an  instant  before.  If  this  could 
be,  we  might,  aa  everyone  seee^  raise  silver  to  the  value  of  gold, 
and  make  ourselves  as  rich  as  we  pleased.  But  it  is  bol  going 
to  market  with  an  onnce  of  silver,  of  one  hundred  and  twenty 
penoe,  to  be  convinced  that  it  will  purchase  no  more  than  an 
ounce  of  silver  of  sixty  pence  :  and  the  ringing  of  the  piece  will 
OS  soon  purchase  more  commodities,  as  its  change  of  denominatioOr 
and  the  multiplied  name  of  pence,  when  it  is  called  six  sooro 

instead  of  thirty" 
It  may,  perhaps,  appear  to  some  that  the  arguments  put  for- 

ward by  Locke,  ait!  so  simple  and  convincing,  that  it  is  almost  a 
waste  of  ingenuity  and  labour  to  dwelt  on  them  at  such  length* 
But,  unfortunately,  this  is  not  so.  The  confusion  of  ideas 
between  the  nams  and  the  value  of  a  coin,  is  one  which  is  bnt 
too  prevalent  even  at  the  present  day.  It  seems  almost  iucredible 
that  an  able  man  like  Mr.  Lowndes  could  perceive  that  debasing 
the  standard  of  the  coin,  by  putting  less  silver  and  more  alloy, 
was  a  public  fraud,  and  an  injury  to  all  creditors,  and  yet  that 
he  should  be  totally  incapable  of  perceiving  that  raising  the 
denomination  of  the  coin  was  exactly  the  same  Uitiig  in  principle 
as  debasing  the  standard.  In  each  case  the  quantity  of  pure 
silver  in  a  crown  or  a  shilling  was  diminished^  NererUielesfi, 
this  fallacy  is  deeply  seated  even  at  the  present  day.  It  w»Sp 
moreover,  exactly  the  same  fallacy,  under  another  form,  which 
blinded  and  deluded  the  Bank  of  England,  the  Government,  and 
the  House  of  CommonH,  in  1811,  into  their  insano  vote  on  tbo 
doctrine  on  the  Bullion  Report,  that  the  Bank  Note  was 
depreciated.  But  alas !  instead  of  a  Montague  willing  to  lecim 
wisdom  from  the  counsels  of  a  Locke,  there  was  only  a  Van>.ittart^ 
who  refused  to  listen  to  Uorner  and  Canning,  and  Wd  ac^  9iM^ 
smarting  forhiB  infatuation 

87*    And  80  it  went  on  till  Parliament  met  in  KovembsTg , 
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1695.  The  urgency  of  the  evil  caused  the  gubjcct  to  be  taken  op 
tire  very  first  thing  by  Parliament,  and  the  Commons  addressed 
the  Crown  to  issne  a  proclamation  to  name  a  day  when  the 
cnrrency  of  the  clipped  money  should  absiihitely  cciise.  A 
prochimation  to  that  effect  was  accordiugly  issued  on  the  19tb 
December,  but  the  time  named  in  it  was  ao  iihort,  that  it  threw 

all  trade  into  the  utmost  confusion.  People  refua^d  to  receive 
the  old  money,  for  fear  it  should  be  left  on  their  hands,  Evelyn 

has  the  following  entry  in  his  diary — **  12th  Jan.,  1695-6. — 
Great  confusion  and  distraction  by  reason  of  the  clipped  money, 

and  the  difficulty  found  in  reforming  it.  23rd  Jan. — They  now 

began  to  coin  new  money  " 

38.  The  subject,  thee,  of  reducing  guineas  to  their  original 
value,  was  then  taken  into  consideration.  A  Committee  was 

appointed  to  take  into  consideration  the  price  of  guineas,  on 
the  13th  February,  16Q6.  Several  petitions  were  presented  on 
the  snbject.  The  graziers,  butchers^  and  others  connected  with 
Smithtield  Market,  said  that  £40,000  a  week  passed  through 
their  hands  for  cattle,  which  for  twelve  months  past  had  been 
paid  in  guineas  at  30^.  a  piece,  for  want  of  curneut  silver,  a  great 
part  uf  which  they  had  still,  and  were  obliged  to  keep  by  them 
to  trade  with,  and  they  said  that  a  sudden  fidl  would  mio  them. 
The  merchants,  woollen  drapers,  and  other  traders,  stated  in 
their  petition,  that  commerce  was  brought  to  a  stand  by  reason 
of  the  uncertain  value  of  gold.  They  thought  that  a  gradual 
lowering  of  guineas  from  time  to  time  would  be  the  only  effectual 
means  to  remedy  the  evil,  and  prevent  the  loss  from  being  more 
severe  if  they  were  lowered  at  once.  A  third  jjetition,  from  divers 

merchanta  and  others,  said — 
*'  That  by  reason  of  the  badness  of  our  silver  coin,  some  men 

have  taken  occasion  to  raise  guineas  to  30^,  a-piece,  which  being 
oat  40  per  cent,  value  here  above  the  proportion  of  gold  to 

inlver  in  any  other  part  of  Europe  hath  caused  the  bringing 
over  to  UB  vast  quantities  of  gold,  causing  the  exchange  to  faU, 

ttd,  consequently,  the  carryiug  out  of  our  silver  in  that  disad* 
[lutiii^'eous  proportion,  to  the  impoverishing  of  the  kingdom* 

That,  notwithstanding  the  care  taken  to  ii^form  the  silver  coin, 
yet  cert4iiji  persons  conttuLie  buying  and  selhng  guineas,  being 
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employed  therein,  as  they  believe,  by  peraouB  promoting  their 

private  gain,  whereby  they  are  still  kept  op  to  59*.  and  '40^, ;  at 
which  rate  the  petitioners  are  forced  to  receive  thein  for  debta» 

but  cannot  pay  thera  so  to  the  King's  receipts,  or  upoa  bills  of 
exchange,  bo  that  they  are  necessitated  to  buy  silver  money 
with  their  guineas,  at  3,  4,  and  5  per  cent,  loss,  and  theri?by 
contribute  to  the  gain  of  those  persons  who  kept  up  that  tradi5. 
That  at  this  time  great  quantities  of  gold  arc  bought  up  and 
imported  hither  from  Holland,  where  four  of  our  milled  crowns 

and  two  w^eighty  shillings  will  purchase  a  guinea,  the  profit 
whereby  is  so  great^  that  if  some  speedy  stop  be  not  put  to  this 
pernicious  trade,  our  milled  money  will  be  melted  down  and 

carried  away  as  fast  as  it  can  he  coined  " 
Other  }>etitions  to  the  same  effect,  and  corroborating  these 

facts,  were  also  presented 

39.  It  was  then  carried  by  a  majority  of  164  to  I20>  on  the 
15th  February,  1696,  that  guineas  should  be  lowered  to  28^.  j  on 
the  28th  it  was  resolved,  by  a  majority  of  104  to  140,  that  after 
the  26th  March,  they  should  be  reduced  to  26s*,  and  on  the  iMth 
April  to  22s,,  and  heavy  penalties  were  enacted  against  all  who 
should  deal  in  thera  at  any  other  rate,  after  that  date.  It  waa 
further  ordered  that  the  clipped  money  should  be  received  in  pay^ 
ment  of  taxes  till  the  4th  May,  in  advanooe  to  Governmeiit  till 
the  let  July,  and  after  the  1st  February,  1C97,  should  absolutely 
cease  to  be  current.  At  this  time  though  both  gold  find  silver 
were  legal  tender,  yet  the  silver  coin  was  ooosidered  m  tbo 
standard  currency,  and  gold  only  subsidiary.  Debts  were 

considered  to  be  contractc^d  in  silver,  and  when  this  great 
disiirrangement  of  the  relative  value  of  gold  and  atlver  took 
place,  it  was  considered  as  a  great  public  grievance.  All  the 
heavier  pieces  were  culled  out,  and  sent  to  nolland«  whcro 

guineas  and  bullion  might  be  bought  for  i'  '  for 
30*.  in  England,  the  conse^iuenoe  was  a  ft      .  ver 
frora  England^  and  a  continued  influx  of  gold.  The  Act  of 
Charles  IL  gave  every  one  the  right  to  have  his  bullion  ootned 
at  the  Mint  free  of  expense,  and  many  persona  had  avAile^ 
theni^tlvcs  of  this  privilege.  By  a  return  presented  to  the 
Comuiuiiiv  it  upi)carcd  that  since  Ludy^lay,  1695,  up  to  Fcbrtuoji 
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1696,  guineas  to  the  aniount  of  £721,280  had  been  coined  foi 
IVJ  persona.  An  Act,  stutiite  lG9(i,  c,  13,  was  passed  to  take 
off  this  privUoge,  and  to  prohibit  the  importation  of  guineas  and 
half  gninoas 

40.  All  this  time  the  Bank  of  England  had  received  the 
degraded  coin  at  its  nominal  value.  Its  notes  were  payable  to 
bearer  on  demand.  As  soon  as  the  new  coin  carae  oat  they 
were  Ix>nnd  to  pay  them  in  fall  weighted  coin,  that  is,  for  every 
7  ounces  they  received  they  were  bound  to  give  12.  Such  a 
state  of  things  could  have  but  one  result — an  immediate  run 
upon  them  took  place.  Its  sncccss  had  enraged  the  private 
bankers  and  money  dealers,  whose  profits  it  diminished.  All  its 

enemies  now  made  a  combined  effort  to  destroy  it.  Tliey  col- 
lected its  notes  in  all  dii^ctions,  and,  on  the  5th  May,  1696,  they 

suddenly  presented  for  payment  £30,000  in  notes.  The  directors, 
after  a  solemn  deliberation,  knowing  the  purpose  for  which 
these  notes  were  presented,  refused  payment  of  them,  but 
continued  their  payments  to  their  ordinary  customers.  Their 
enemies  ran  about  crying  that  the  Bank  was  destroyed.  Bat 
the  public,  who  understood  the  transiu!tion,  received  their  notes 
at  first  at  their  full  value.  But  the  extreme  scarcity  of  silver 
continuing,  they  were  obliged  to  make  a  general  suspension. 
They  gave  notice  that  tliey  could  only  i>ay  10  per  cent,  on  their 
notes  once  a  fortnight,  and,  as  the  demand  continued,  they  were 
unable  to  preserve  even  that  payment,  and  a  short  time  later 
they  were  obliged  to  make  a  still  further  suspension,  by  paying 
3  per  cent,  every  three  months 

41,  The  following  extracts  from  Evelyn's  diary  are  interest* 
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etamp,  cause  snch  a  gcarcity  that  tumnlte  are  every  day  fe-aiii?d, 
nobody  paying  or  receiving  money.  Banks  and  lotteries  eveiy 
day  Bet  np 

"  2Cth  Joly.— So  little  money  in  the  nation  that  Exchequer 
tallies  on  the  best  fund  in  England,  the  Post  Offioe,  nobody 
would  take  at  SO  per  cent,  discoant 

*'3rd  August.— The  Bank  sending  the  £200,000  to  pay 
the  army  in  Flanders,  that  done,  nothing  against  the  enen»y 
had  so  exhausted  the  treasure  of  the  nation,  that  one  could 
not  have  borrowed  money  under  14  or  15  per  cent,  on  Dills 
(1$,,  Bank  of  England  Bills),  or  on  Exchequer  tallies  under  M 

per  cent," 
42,    We  have  in  our  possession  ft  life  fiosgplllet  which 

the  unusual  and  fortunate  circumstance  of  bearing  on  it  the  day 

of  its  pnblicfition.     It  is  entitled  '*  An  Essay  on  the  Coin  and 
Credit  of  Euj^^Iand,  aa  they  stand  with  respect  to  it^  Trade  ;  by 

John  Gary,  ̂ Icrchant,  in  Bristol.     Bristol,  printed  by  Will  Benny, ' 
and  sold  by  the  booksellers  of  London  and  Bristol.    Oct-ober  the 

22nd,  lOiiti/*     It  would  have  beeu  fortunate  if  other  paraphleleew 
Lad  displayed  equal  forethouglit   for  the  benefit  of  posterity,] 
when  exact  dates  are  of  such  importance.    This  paniphlet  cont«iui  I 
statements  of  fact  of  the  first  importance  in  the  Theory  of  (Jm  j 
Currency,     Itsays^p.  13 — 

"When  our  coin  was  corrupt  and  base,  all  Exchange  ro^  opoul 
Qs,  but  now  it  is  returned  to  its  ancient  stundaiii,  ExciiAJsn!! 
Returns  to  its  old  couesk  ;  not  that  the  standard  of  our  money 

is  always  the  exact  rule  of  our  exchange,  the  bahvnce  of  onr  Irad0| 
often  causes  it  to  alter,  either  to  our  a<ivaiitage»  or  to  oar  lofl^j 
besides  the  charge  of  mauagementy  but  this  is  little  in  comf 
with   the    other.     A   familar  instance   we    have    in   tho 

of  Ireland,  whcre^  whiht  our  cmi  wm  base,  seventy  p^jtmds " 
worth  one   hundred  pounds  here,  which  was  in  some  measur 

proportiouublc  with  tlie   value  of  pii^cs  of  eighf^  which   tbey^ 
took  in  Irelnnd  by  weight,  to  our  clipf»ed  money,  and  also  to  our 

guineas  at  30^.  a-piece^  and  how  far  this  carried  the  imdo 
Eu^^lauJ    into  that  Kingdoni»  the  tnidcrs   to  the  West   Indie 
have  he^an  too  senKible*  but,  mir^  tha  trror  o/  mr  coin  hnth  hita 
wrteUd^   that   very   Exchange   u  so   much   varied    that 
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hnndred  ponndB  here  is  worth  one  hundred  and  fifteen  pounds 

tUei*o 
^'And  since  I  have  mentioned  guineas^  I  cannot  let 

them  pass  without  some  observations.  Uow  eager  was  the 
contest  for  keeping  them  np  to  that  exorbitant  valoo !  and  how 
an  willingly  did  the  money  changers,  and  those  whom  they 
had  deceived,  yield  to  the  alteration  1  Whereas  it  was  well 
kmwn  thai  (he  reaaon  why  guimas  were  so  hitjh  was  ths  badness 

0j  our  coin  *' This  is  a  conspicnons  and  deciflive  instance  of  the  tmth 
of  the  principles  in  the  chapter  on  Exchanges,  t!mt  a  reatom- 
tion  of  the  coinage  alone  is  snfficient  to  bring  the  exchanges 

nearly  to  par.  We  then  observe  that,  altliough  at  that  tiuie^ 
the  coin  wtis  very  scarce,  yet  the  mere  fact  of  the  restora- 

tion of  its  qitalitij  had  brought  the  exchanges  to  par  in 
October^  1G9G.  We  must  now  enquire  what  the  state  of  Gredii 
was  at  that  time,  or  the  price  of  batik  notes  and  Exchequer 
talUes 

43.  The  Bank  of  England  was  a  Whig  project,  and  had  been 
eminently  sncccflsfnl  in  supporting  the  Government  in  the  prose- 

cution of  the  war.  It  had  excited  the  warmest  feelings  of  joy  and 
congratulation  among  its  friends,  and  the  bitterest  feelings  of 
rage  and  indignation  amount  its  enemies,  and  the  enemies  of 
the  Ooveniment.  It  was  not  endowed  with  any  monopoly  in  its 
favour  at  that  time.  The  Government  of  William  was  composed 
of  a  mixture  of  Whigs  and  Tories.  The  Tories  determined  to 
get  up  a  rival  bank  on  a  much  larger  scide.  The  capital  was  to 
bo  £2,5(J4»000  advanced  to  Government,  cm  the  same  principle  as 
that  of  the  Bank  of  England,  but  its  trading  capital,  notes,  4&c,, 
were  to  be  advanced  solely  to  landowners  for  the  cultivation  of 
the  land  at  three  per  cent.  It  was  therefore  called  a  Land  Bank. 
It  was  warmly  patronised  by  the  Tory  party.  The  origin  of  it 
is  variously  ascribed  to  a  Mr.  Briscoe  and  to  Dr.  Hugh 
OhamlKjrlen.  The  Bunk  of  England  and  nil  its  friends,  of  course, 
opposed  it  with  all  the  power  they  could,  but  the  temptation  was 
too  great,  and  it  was  Banctioned  by  Act  of  Parliament  in  Apiil, 
1C96.  The  time  fur  taking  anbscriptions  wn5  limited,  in  the  like 
manner  as  had  been  done  in  the  case  of  Ihe  Bank  of  England 



476 THEORT   AND  PRACTICE   OF   BANKING 

When  the    Bubscriptions  opened,  the    Lords    of  the  TreaBuryl 

subscribed  £5,000  on  hahnlf  of  the  King,  bfit  the  other   gab-  ' 
scripbioDB  amounted  only  to  £:^,100  when  the   time  came  for 
iU  closing.      It  was,   therefona,  a    total    and  complete   faiJur?^ 
The    finances    of    the    State    were    in    the    ntmost    disorder, 
great  arrears  were  due  to  every  branch  of  the  pablic  eer^06,j 
some  funds  were  wholly  deficient,  others  produced  much  lenJ 
than    was   calculated.     In    the    next   session    of    Parliamenlp  | 
the  amount  of  arrears  was  ordered   to  be  laid    before    theoif ! 

and  it  amounted   to   the  filghtful  sum   of    £0,000,469 — more 
than   all   the  current  coin  in   the  kingdom  was  sopposed  to 
be.      Under    these    circamstances,    when    Parliament    met    in 
October,  1096,  Bank  notes  were  at  a  discount  of  20  per  cent, 
and    Exchequer  tallies   of  40»   50,   and  GO  per    cent.,  at   Uio 
same  time  that  the  exchanges  were  restored  to  par.     Every  one 
forboded  the  total  ruin  of  public  credit.    The  enemies  of  England 

rejoiced,  and  believed   that    it  was    utterly  in-etrievable,    and 
that  the  great  European  alliance  against  France  would  soon  te  ; 
dissolved 

44*  Under  these  depressing  circumBtances,  Parliament  met 

on  the  20th  of  October,  1C9G.  The  King  congratolaU^d  the 
House  on  the  year  having  passed  away  without  any  disorder^ 
considering  the  great  disu[ipointment  in  the  fands  voted  at  their 
last  meetittgy  and  the  diflicultiea  which  hud  arisen  from  the 
recoining  of  the  money ;  he  begged  them  to  find  out  aomo 
exfiedient  for  the  recovery  of  credit^  which  was  abaolutelj 
necessary,  not  only  with  respect  to  the  war»  but  for  carrying  cm 

trade.  The  Commons  responded  with  noble  alaei*ity  to  tliederiini 
of  the  King  ;  they  immediately  passed  a  vote,  tliat  they  would  not 
alter  the  standard  of  the  gold  and  silver,  in  &nenc»,  weigbt|  or 
denomination,  and  that  they  would  make  good  all  t}j«  deEcieiiciei 
on   the  funds.     They  also  reiiealcd  tlie   Bill  for  ''ng  tim 
coiniug  and  importation  o(  guineas^  as  it  had  onlj     _      ̂ led  ito 
public  disorders 

46,    When    the   Bank    of  England  waa  subjecied  t4i  the 
Uiorutioatiou   «>f  d^^'luring  a  [«irtial   fiospcnsiion  of  i  ,  ii 
cuJcavoui'cU  til  rettiu\c  its  eivdiL  bv  tmikiriL'  two  calf  .^r 
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cenf.  ea^h  upon  its  propn>torfl«  the  second  of  which  was  payable 
on  tho  20th  November*  These  measures,  however,  did  not  effect 
their  purpose,  and  tho  Parliament  had  to  take  iu  hand  the  great 
bnsiness  of  restoring  the  credit  of  the  Bunk  notes,  and  the 
Exchequer  tallies.  On  the  8rd  February,  1697,  Parliament  agreed 
to  increase  the  capital  stock  of  the  Bank,  by  receiving  new  sub- 

scriptions, which  were  to  be  made  good  in  tallies  and  Baok  notes. 
It  passed  an  Act  for  this  pnrpoee,  Statute  1697,  c.  20.  The  chief 

provisions  were  as  follows — 
1.  All    persons,   natives    or    foreigners,    bodies   politic    or 
orate,  might  subscribe  to  the  new  stock,  and  the  subecriptiona 

"might  bo  paid,  four-fifths  in  Exchequer  tallies  and  one  fifth  in 
Bank  notes,  upon  which  the  Crown  would  allow  8  per  cent, 

2.  Before  the  24th  July,  1C97,  the  capital  stock  of  the  Bank 
was  to  bo  estimated,  and  made  up  to  100  percent.  ;  any  deficiency 
was  to  be  made  up  rateably  by  the  proprietors,  and  any  oveq>lus 
to  be  rateably  paid  back  to  them 

8.  All  such  subscribers  were  to  be  incoqiorated  with  the 
proprietors  of  the  old  atock 

4,  The  time  when  the  Crown  misrht  put  an  end  to  the  corpo- 
ration was  prolonged  to  twelve  months  after  the  Ist  August,  1710, 

and  repayment  of  all  parliamentary  debta 
5.  It  was  enacted,  that  during  the  continuanoe  of  the  Corpo- 

mtion  of  the  Governor  and  Company  of  the  Bank  of  England,  no 
other  Bank,  or  any  other  corpration,  society,  ft4lowship,  company, 
or  constitution,  in  the  nature  of  a  bank,  shall  be  erected,  or 
established,  permitted,  suffered,  countenanced,  or  allowed  by  Act 
of  Parliament,  within  tliis  kingdom 

0.  The  Bank  were  allowed  to  extend  their  issues  of  notes 

beyond  the  original  capital  of  £1,200,000,  to  the  amount  of  new 
capital  which  should  be  subscribed,  provided  that  they  were 
made  payable  to  bearer  on  demand  ;  and  in  caae  they  made 
default  iu  such  payment,  they  might  be  paid  on  prfjsentment 
at  tlie  Excliequer,  out  of  the  annuity  due  to  the  Bank,  AU  notes 
above  the  sum  of   £1,200,000,  were   to  bear  a  distinguishing 
mark 

7- 8. 

9. 

All  the  property  of  the  Bank  was  exempted  from  taiea 
Bank  Stock  was  to  be  peraonal  proi>erty,  and  not  real 
It  was  made  felony  to  forge  or  counterfeit  any  Bank  note 
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or  obligation  under  the  Common  Seal,  or  altering  or  erasing  any 
mdorsement  on  such  a  note  or  bill 

10.  Bank  Stuck  exempted!  from  any  foreign  attachmenfc 
11.  The  debts  of  the  Corporation  forbidden  to  exceed  their 

capita!  stock ;  if  they  did  so,  tlio  Members  were  liable  in  their 
private  capacity 

12.  All  persons  were  forbidden  to  buy  or  sell  tallies  at  more 
than  the  legal  rate  of  interest,  under  the  penalty  of  forfeiting 
treble  the  value  of  the  money 

46.  Such  were  the  measures  taken  to  restore  the  credit  of 

the  Bank,  and  we  observe  that  their  own  depreciated  notes  were 
taken  in  payment  as  specie  at  their  fall  amount.  The  public, 
however,  wa^  still  grievously  suffering  for  want  of  a  circulating 
mediom  during  the  slow  process  of  the  recoinago.  The  Bank  of 
England  did  not  issue  notes  below  £20,  which  were  of  little  use 
for  the  general  purposes  of  business.  The  Chancellor  of  the 
Exchequer,  Montague,  hit  upon  the  plan  of  issuing  bills  upon  the 
Exchequer  for  £5  and  £10.  These  bills  at  first  passed  at  a  small 
discount,  but,  upon  the  second  issue  of  them,  £7  12/f.  interest  per 
cent,  was  allowed,  and  they  were  received  in  payment  of  taxes 
at  par.  They  soon  rose  to  par.  The  Treasury  was  authorised 
to  contract  with  any  persons  to  cash  these  Exchequer  bills  oa 
presentment,  allowing  them  a  moderate  premium.  They  Vfem 
allowed  10  per  cent,  at  first,  but  the  Exchequer  bills  booq  torn 
above  par,  and  then  the  interest  was  reduced  to  4  per  cxrat 
Under  this  Act,  upwards  of  £2,000,000  of  Exchequer  bills  wet 
issued 

47.  The  new  subscriptions  to  the  Bank^  under  this  Atitf 
amounted  to  £1,001,171  105.  ;  two  hundred  thousand  pounds 
worth  of  Bank  notes  and  eight  hundred  thousand  of  Ex- 

chequer tallies  being  taken  out  of  circulation^  and  nscetvcd  oi 
par  in  the  subscription,  raised  the  value  of  the  it;maini]6r, 
and,  in  the  course  of  the  yeaiv  Bank  mrtes  which  bore  no 
interest  were  at  par,  and  the  bills  which  boro  interest  wore 
at  a  premium 

48.  When  we  consider  the  unquestionable  servic^i?  the  Baiik  ( 
had  rendered  the  Goverumeut,  which  contributed  so  gn^atly  to  tho 
ioooeii  of  the  war,  and  the  pacification  of  Ryswick,  and  when  w« 
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coDBider  the  terrific  state  of  public  credit,  owing  very  ranch  to  the 
total  failure  of  the  Land  Bank,  we  need  not  be  surprised  that  the 
Bank  of  England  employed  those  circumstances  for  the  porpose 
of  tseciiring  a  monopoly  for  themeelvca.  Nor,  considering  the  ideas 
of  that  age,  can  be  we  surprised  that  they  received  it.  Bnt 
nevertheleesy  making  allowances  for  all  the>sc  circumstaDcea,  it 
18  one  of  the  most  deplorable  acts  that  have  come  down  to  our 
time.  The  fonnders  and  contemporaries  of  the  Bank  felt  the 
benefit  of  its  eminent  services,  but  the  consequences  of  this 
original  sin  fell  with  terrific  force  on  their  descendants  of  the 
third  and  fourth  generation*  The  frightful  convulsions  and 
GoUapses  of  public  credit  wliich  have  taken  place  during  the  last 
three  quarters  of  a  century  are  chiefly  due  to  this  great  wrong, 
and  violation  of  the  true  principles  of  trade,  English  banking 
has  never  recovered  its  fatal  effects  to  this  day,  and  many  years 
mast  elapse  before  it  will  arrive  at  the  form  to  which  it  is 
gradually  tending,  and  which  it  would  naturally  have  assumed,  if 
its  development  had  been  left  free  to  the  skill  and  experience  of 
men  of  business 

49,  We  have  felt  it  necessary  to  be  thus  minute  and  cir^ 
cumstautial  in  the  account  of  this  great  monetary  crisis^ 
because  it  is  of  very  great  importance  in  the  Theory  of  the 
Currency,  and  l^ecauso  it  ha8  been  very  prominently  noticed  in 
the  Bullion  Eeport,  and  we  must  now  examine  the  account  of  it 
given  there 

But  we  must  first  of  all  give  a  statement  of  the  Bisconnt 
on  Bank  Notes  and  the  Kates  of  Exchanges  during  1696  and 
1697 

STATEMENT  OF  THE  DISOOITNT  PEft  CISNT.  OW  BANK  NOTES 

leM. £      6. 
1697. 

£    e. 

1697. 
£    a. 

Joly   9 ..,.  16    0  i Jan.  30     . ..  19    0 Aug.   3 
....     7    0 

M    16 
...,     8    0 Feb.  18     . ..21    0 

«     26 

...     3  10 

„    28 
,..,  10    0 M     20     .. ,,  24     0 

M     28 

....     2    0 

Aog,25 ....  15    0 Mar.  23     . . .  23  10 S€ptl8 ....     1    0 

Beptn ....   17    0 Apiil  3     . 
..  18    0 Oct. 

...     par 

Oct.  10 ....  12    0 Mfty  20     . ,,   18    0 

M    22 
.*..  18    0 June   5    . ..   13    0 

..    27 
...*  14    0 

1        M    17     .. 

..  13    0 
Deo.  20 ...,  17    0 

»,    2i     .. 
..   10    0 
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STATEMENT    OF    THE    RATES  ON  THE    LONDON  EXCHANGE 

DURING  1695—1696 

Amstcr- 
d»m 

Hotter. 
0«o<» 

Ant- 

werp 

Hun- 

burf 

(Mil Uaatid Tenlce 

April  23, 1696  . 

31-2 31-4 

66-29 3011 2911 

66-2 

661 

69- 

Jan.  24,  1696  . 310 

31-2 

60- 

31- 

29-9 

600 

60- 
63- 

May     2,    „     . 301 

30-2 

64- 
30- 

28-8 

60- 

61- 

61-2 

July   19,    „     . 

29-3 
30-6 

65- 29- 

— 

60- 

— — 
July   28.    „     . 

88-7 
33-9 

68- 

33- 

32-4 

63- 
68- 

54- 

Sept  29.    „     . 

36*5 36-7 

64- 36- 

35- 
48- 49- 

61- 

Octx.    6.    „     . 

36-8 

3610 

63-2 
35-7 

36-8 

48* 

49- 

— 
Novr.  6,    „     . 

37-4 
37-6 

62-2 
37-2 

36-4 

47- 

48- 
49- 

Deer.  16,    „     . 

87-8 

3710 

61- 

37-8 36-8 46-2 

47- 49- 

In  interpreting  this  table,  we  perceive  that  a  great  change  in 
the  figures  took  place  at  the  end  of  July,  1696.  Some  rise  very 
much,  others /a//.  The  fact  was,  that  it  was  at  this  period  that 
the  new  coinage  came  oat  in  great  abundance.  This  rectified 

the  exchanges,  and  those  from  which  London  received  the  vari- 
able price  would  of  course  rise ;  those  to  which  London  gave  the 

variable  price  would  of  course  fall ;  as  explained  in  the  chapter 
i\.,4  on  Exchanges,  §^  These  figures  denote  the  Rates  of  Exchange 

as  paid  in  coin.  But  we  have  a  statement  of  the  difference 
between  the  Rates  of  Exchange  as  they  were  paid  in  coin,  or 
Bank  Notes,  during  the  winter  of  1696-97,  given  in  A  Collection 
for  the  Improvement  of  Husbandry  and  Trade,  thus  :— 

Amsterdam    
Botterdam   
Antwerp   
Hamburg   
Cadiz   
Madrid   

Leghorn   
Venice      
Difloonnt  on  Bank  Notes 

Deo.  16, 1696 

lCaii«7       BKDk  Note 

87-8 
3710 

37-8 

36-8 46-2 

47-2 
61-2 

49- 

16- 

31.19 

3110 

31-9 
30-9 

66- 

67- 

611 

68- 

Feb.  28, 1697 

MoMj       BMikNoto 

36*3 36-6 

36*4 36-5 

471 

48- 
62- 49- 

21- 

29* 

29-2 

292 

28-2 

68- 

68- 

64- 

60- 

Mar. 

86*5 
86*7 

86*6 85*9 
46*3 47*8 

62- 49- 

22- 

2,1697 
BnkXe** 

..   29*2 

..  29  4 

..  29-4 

..  28*2 

..  68*2 

..  59*2 

..  63- 

..  61- 
Having  given  these  tables,  which  are  of  the  utmost 

importance  in  the  Theory  of  the  Currency,  and  to  which  we 
shall  hereafter  refer,  we  may  now  see  what  the  Bullion  Report 
states 
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It  SftJF,  p.  17- 
of  the  Bank  of  Endaad  itself,  within experience 

very  abort  period  of  its  first  cstablishmeat,  furnishes  a  very 
iDstrnctive  illustration  of  all  the  l\>regoing  principles  and 
reasonings.  In  this  instance,  the  effects  of  a  depreciation  of 
the  coin  by  wear  and  clipping  wer^  coupUd  with  the  effect  of 
an  excessive  issue  of  paper.  The  Directors  of  the  Bank  of 
England  did  not  at  once  attain  a  very  accurate  knowledge  of  all 
the  principles  by  which  such  an  institution  must  be  conducted. 
They  lent  money,  not  only  by  disconnt,  but  upon  real  securities, 
mortgages,  and  even  pledges  of  commodities  not  perishable ;  at 
the  same  time,  the  Bank  contriboted  most  materially  to  the  service 
of  Government  for  the  support  of  the  army  on  the  continent. 
By  the  liberality  of  those  loans  to  private  individuals,  as  well  as 
by  the  large  advances  to  Government,  the  quantity  of  the  notes 
became  excessive,  their  relative  value  was  depreciated,  and  they 

fell  to  a  discount  of  17  percent.  At  this  time  there  appears  to  ' 
ha?e  been  no  failure  of  the  public  confidence  in  the  funds  of  the 

Bank,  for  its  stock  sold  at  £110  per  cent,,  though  only  60  per  cent.' 
upon  the  subscriptions  had  been  paid  in.  By  the  conjoint  effect 
of  this  depreciation  of  the  pa[)er  of  the  Bank  from  excess,  and  of 
the  depreciation  of  the  silver  coin  from  wear  and  clipping,  the 
price  of  gold  bullion  was  so  mmh  raised  thai  gidneas  were  as 
high  as  30#.:  all  that  remained  of  good  silver  gradnaCy 
disappeared  from  circulation,  and  the  exchange  with  Holland, 
which  had  been  before  a  little  affected  by  the  remittances  for  the 
army,  sank  as  low  as  25  per  cent,  under  par,  when  the  Bank 

notes  were  at  a  discount  of  17  per  cent.  Se\"eral  expedients  were 
tried,  both  by  Parliament  and  the  Bank,  to  force  a  better 
silver  coin  into  eiroulation,  and  to  reduce  the  price  of  guineas, 
but  without  effect.  At  length  the  true  remedies  were  resorted 
to;  first,  by  a  new  coinage  of  silver,  which  restored  that  part  of 
the  cmTeiicy  to  its  standard  value,  though  the  scarcity  of  money 
occasioned  by  calliDg  in  the  old  coin,  bronglit  the  Bank  into 
straits,  and  even  for  a  time  affected  its  credit.  [Surely,  if  Bank 
notes  were  at  a  discount  of  17  per  cent,  before  this,  its  credit 
waa  affected.]  Secondly,  by  taking  out  of  the  circulation  the 
excess  of  Bank  notes.  In  proportion  to  theamoant  of  notes  sunk 
in  this  manner^  the  value  of  those  that  remained  in  circulution 

11 
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began  presently  to  rise  ;  in  a  short  time  notes  were  at  par,  nnd 
the  foreign  exchanges  nearly  bo.  These  details  are  all  very  fully 
mentioned  in  anthentic  tracts,  published  at  the  time,  and  Lho 
case  appears  to  your  Committee  to  afford  much  instruction  upoa 

the  subject  of  their  present  inquiry  *' 
The  Rei>ort  refers,  in  a  marginal  note,  to  A  Short  Accoonfc  of 

the  Bank,  by  Mr.  Godfn^y  ;  A  Short  History  of  the  last  Parli^ 
menfcj  1699,  by  Dr,  Drake 

60*  On  examining  this  paragraph^  it  may  be  said  to  contaiii 

the  following  allegations — 
1.  That,  very  soon  after  the  foundation  of  the  Bank,  it  mada 

excessive  issues  of  paper 
2.  That,  in  consequence  of  these  excessive  issued,  and  whih 

ihmf  continued  to  pay  their  notes  in  wpem  m  demand,  their 
notes  fell  to  17  per  cent,  discount 

3*  That  in  consequence  of  these  excessive  issues  of  paper  by 
the  Bank,  and  the  depreciation  of  the  silver  coin  from  wear  nnd 
clippings  guineas  rose  to  30*.  from  21$,  6rf,,and  that  the  reEnitiuiog 
good  silver  disappeared  from  circulation 

4*    That  in  consequence  of  the  two  preoediDg  causes,  Exc 
with  Holland  rose  to  25  per  cent,  against  England 

5.  That  many  attempts  were  made  by  the  Bank  and  Ptu-lia* 
ment  to  reduce  the  price  of  guineas,  and  force  a  better  silver 
coinage  into  circulation*  which  all  failed 

0.    That  measures  were  at  length  resorted  to  of  calling  lo  the 
old  silver  coinage,  and  re-issuing  it  at  full  weiglit,  and  tak^ 
the  excessive  issues  of  the  Bank  out  of  circulation,  which 
finally  eucccssful,  restored  the  Bank  uoi^  to  par,  and 
the  Exchanges 

The  Committee  ground  their  allegations  npoo  Hr.  Qoitrtfn 

pamphlet  on  the  Hank,  and  Dr.  Drake's  History  of  tfae  kA 
Parliament,  1699,  as  well  as  a  number  of  aaouymona  pompbloCS 

to  which  they  give  os  no  clue  to  dlsoover  their  Daui«s  ~ 

61.    We    most   now   examine   each   of  thcfec    t»roocMit?ii 

separately 
With  reipect  to  the  firsti  what  is,  or  wbat  is  noc  an 
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iBsuc^  18  a  matter  of  so  much  speculatioa  that  ifc  la  quite  impossible 
to  af&rm  or  deny  it 

With  respect  to  the  second  allegation,  there  is  not  only  no 
evidence  in  ita  favour  in  the  pamphlets  quoted,  but  the  most 

overwhelming  evidence  against  it.  Mr.  Godfrey's  pamphlet  wa« 
written  in  1695,  when  the  credit  of  the  Bank  was  in  the  most 
flourishing  condition,  when  he  makes  this  credit  a  matter  of  great 
boasfc^  and  he  says  that  the  only  reason  why  the  credit  of  the 
Bank  notes  was  so  good,  was  that  their  holders  knew  that  they  could 
get  their  monei/  instantly  on  demand  for  them,  Mr.  Godfrey  was 
killed  at  Namur,  in  July,  16d5|  and  Bank  notes  were  not  at  a 
discount  till  May,  1696 

With  respect  to  the  third  allegation,  we  have  the  most  positive 
and  overwhelming  evidence  the  gtiineas  were  at  305.  In  the  spring 
of  ICOo,  when  the  credit  of  the  Bank  was  unimpeaehed  and  its 
notes  were  all  paid  instantly  on  demand 

With  respect  to  tho  fourth  allegation,  we  have  already  seen 
that  the  exchange  on  Holland  was  at  25  per  cent.  agaiuBt 
England  in  1695,  nearly  one  year  before  Bank  notes  were  at  a 
discount 

The  fifth  allegation  is  entirely  erroneous.  Parliament  made 
no  attempt  to  reduce  guineas  till  Febraary,  1696^  when  the  silver 
coin  had  already  been  called  in  ^^ 

The  commencement  of  the  sixth  allegat^^k'quite  wrong  in point  of  time.  It  is  an  unquestionable  fact,  ̂ mitied  l)j  the  most 
conclusive  evidence,  that  it  was  the  scarcity  of  money  while  the 
old  was  called  in,  and  before  the  new  was  fully  in  circulation,  that 
caused  Bank  notes  to  fall  to  a  discount,  and  their  receiving  the  old 
ooia  at  its  nomiual  value,  and  binding  themselves  to  pay  in  tho 
new.  We  have  rend  a  considerable  number  of  pamphlets  of  that 
period,  and  Lliey  all  with  one  voice  attribute  the  price  of  guineas, 
and  the  adverse  state  of  the  Exchanges,  to  the  badness  of  the  coin 
and  to  thai  onhj.  This  Report,  then,  is  not  borne  out  in  any  of 
these  statements  by  the  authorities  they  have  cited.  The  only 
one  in  which  they  ore  correct,  is  that  the  new  subscription  in 
Bank  notes  and  tallies  raised  their  credit,  by  reducing  their 
quantity,  but  they  have  been  misled  by  Dr.  Drake  in  saying  that 
the  exchanges  began  to  recover  at  the  same  time.  Dr.  Drake, 
being  k  clergyman^  and  writing  isome    years  alter  the  erent, 

XI  3 
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probablj  did  not  have  bis  attention  directed  to  bo  minute  a  point 
as  the  exact  date  when  the  Escbanges  rose  to  par,  but  we  hare  in 
a  pamphlet  already  quoted,  written  by  a  merchant,  and  dated  on 
the  22nd  of  October,  1696,  the  express  fact  stated  thai  at  thai 
time  th^  Exchanges  were  ai  par^  in  conseqnence  of  the  good  coin 
which  had  been  issued,  whereas  Bank  notes  were  still  at  a  hea\7 
discount  in  Jane,  lGd7 

62,  We  have  been  thus  minute  in  examining  the  cironm- 
stances  of  this  great  monetary  crisis  becanse  we  shall  see  hereafter 
that  it  is  of  great  importance  in  establishing  the  true  The*)ry  of 
the  Currency.  We  have,  we  think,  shown  by  the  most  conclusivo 
evidence,  that  this  paragraph  in  the  Bullion  Report  is  ftjll  of  the 
gravest  chronological  errors,  in  a  matter  in  which  minute  acca* 
racy  of  dates  is  all  important 

63,  There  was  one  circumstance  which  we  have  not  seen 

noticed  by  any  writer,  which  we  may  probably  suppoae  oontri- 
bated  greatly  to  increase  the  discount  at  which  the  notes  wem. 
There  were  none  at  that  time  under  £20,  and  notes  of  that 

amount  mu^t  have  been  obviously  unfit  for  the  ordinary  pnrposes 
of  trade*  The  great  want  was  small  change,  but  that  had 
almost  entirely  disappeared,  consequently,  when  the  holder  of 
one  of  tliese  notes  wanted  change,  he  must  have  made  a  much 
greater  sacrifice  than  was  warranted  by  any  want  of  confidenee 
in  the  Dunk.  Under  these  circumstances  we  may  be  somewhat 
Buqjrised  that  no  one  hit  upon  a  plan  which  would  certainly  bare 
been  succesKfnl,  namely,  an  issue  of  £\  notes,  to  have  enj 
the  deficiency  until  a  sufficient  quantity  of  guineas  had 
coined  for  circulatioa 

64,  The  issue  of  small  Eicheqner  bills  was  entirely  flcacoM- 
ful,  alti)ough  they  had  not  a  forced  currency.  The  great  came 
of  the  miR^hief  to  the  Bank  wa;9,  that  the  old  and  the  new  cda 
were  allowed  to  circulate  together,  which  all  experienoe  diowcd 
would  inevitably  drirc  all  the  new  coin  out  of  circulatioiu  Add 
this  in  exactly  what  did  happen 

*'  While  the  hammered  money,  and  pieces  not  clipped  withia 
tlio  ring,  were  permitted  to  pass,  for  the  pi^seot  oeoeiailgr  ai 
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trade,  nobody  was  willing  to  make  paymenta  in  new  money, 
which  so  much  exceeded  the  old  in  intrinsic  worth.  And, 
therefore,  the  new  silver  money  as  fast  as  it  Lssned  from  the 
Mint  and  Exchequer,  was  in  a  gre^  measure  stopped  in  the 
hands  of  its  first  receivers,  for  none  were  disposed  to  make 
payments  in  the  new  silver  coia  at  the  old  standard,  when  they 
could  do  it  in  clipped  pieces  so  much  below  it.  And  those  who 
had  no  payments  to  make,  kept  their  new  money  as  medals  and 
curiosities  in  their  chests,  and  there  is  reason  to  believe  that  at 
first  a  great  quantity  of  new  money,  by  the  help  of  the  melting 
pot,  went  abroad  in  ingots  to  purchase  gold,  which  at  this  juncture 

was  a  very  profitable  commodity  iu  England" 

66*  In  this  great  discussion,  all  the  fallacies  wbjeh  are  so 
specious  and  plausible,  and  which  were  maintained  with  so  much 

earnestness  116  years  later,  were  put  forward — except  one.  The 
invariable  language  of  all  writers  at  that  period  was  that  the 
Bank  notes  were  depreciated.  They  always  speak  of  the  notes 
hdnff  at  a  discmmt,  it  was  reserved  to  modern  ingenuity  to 
discover  the  crowning  absurdity — that  it  was  not  notes  that  had 
fallen,  but  gold  that  had  risen  I 

66.  The  Bank  was  institated  for  the  purpose  of  assisting 
the  Government  in  the  war  with  France,  and  did  very  materially 
do  so  in  1605,  when  its  credit  was  high.  In  the  next  year, 
however,  it  continued  to  do  the  same,  when  its  credit  waa 
greatly  shaken.  This  no  doubt  waa  of  great  assistance  to  the 
army,  and  its  conduct  is  highly  lauded  by  Dr.  Drake,  but 
■ome  of  its  own  proprietors  thought  vciy  differently  of  ita 
management.  In  a  paiiiphlet  entitled  A  Second  Part  of  a 
Discourse  cottcerning  Banks,  which  was  published  by  one  of  them, 
which  bears  no  date,  but  which  was  most  probably  written  in 
1G07,  which  contains  a  series  of  excellent  rules  for  the  conduct 
of  a  bauk,  the  direction  is  severely  cenaared  for  dealing  in 
exchanges,  for  running  iuto  remittances,  and  launching  too 
deeply  into  loans,  to  which  causes  the  author  attributes  the  loss  of 
their  credit.  This  would  seem  to  allude  to  the  loan  mentioned  bj 
Efeljn 
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57.  The  political  troubles  at  Mm  commencemoni  of  the 

next  centuiy  plaa'd  the  Bauk  ia  difficulties  ngain  in  1704  and 
1707,  la  the  latter  year  the  revived  hopes  of  the  Jacobite 
factioTi,  roused  by  the  preparations  of  Loais  XIV,,  threw  the 
oountry  into  a  panic.  The  public  stoclcs  sunk  14  to  15  per  cent. 
The  enemies  of  the  djnastj,  and  the  enemies  of  the  Bank, 
combined  to  make  a  ran  upon  it.  The  private  bankers  tried  to 
swamp  their  great  rival,  and  Sir  Francis  Child  pretended  to 
refuse  its  notes.  These  malicious  proceedings,  howe?^,  called 
forth  an  equal  amount  of  ardour  from  the  Government  and  its 
friends.  Several  of  the  highest  nobility  came  forward  to  lejid 

money  to  the  Coi-poration,  and  the  Queen  lent  it  her  warmest 
support.  The  directors  made  a  call  of  20  per  oeot.  on  their 
proprietors,  and,  by  these  means,  sormouuted  their  difficult  ii^ 
and  restored  their  credit 

68.  In  1709  the  Government  were  again  in  a  state  ol 
great  pecuniary  embarrai^raent.  The  produce  of  the  taxes 
scarcely  covered  one  haU  of  the  expenses.  In  this  extremitji 
the  Ministry  turned  to  the  Bank  of  England,  and»  by  mntasl 
arrangement,  the  following  terms  were  proposed  and  aooepted  by 
Parliament — 

1.  That  the  interest  upon  their  original  stock  of  £lS0OfiO0 
be  redaced  to  G  per  cent.,  with  an  allowanoo  of  £4,000  for 
managing  the  debt 

2.  That  they  were  to  advance  a  fUrther  sum  of  £400.000 

at  €  i>er  cout.  interest 
B.  That  they  should  be  allowed  to  donble  their  prosont 

capital  of  £2/201,171  10#.  at  the  price  of  115  percent,  fi-r  the 

new  stock.  Upon  which  they  aga'od  to  circulate  £5,500,000  i»f 
Exchequer  bill?,  and  receive  an  allowance  of  6  per  cent..  *'t  i- 
Iialf  for  inU»rc>it,  and  the  other  for  re{>ayment  of  the  prin 
and  thut  no  more  Exchequer  bills  should  be  issued  without 
consent  of  the  Bauk 

4,    Tlitit  their  privileges  as  a  Corporation  should  be  continni 
for  21  years  ft'om  Ist  August,  1711 

The  subscription  lista  for  tlie  new  stock  wore  opened 

22nd  Fchruary;  1709,  tit  nine  in  tlic  aaurning,  and  by  oneo*cl( 
the  \vhole  &uin  was  subieribed  at  a  premium.    And  a 

^ 
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more  might  have  been  sabscribed  before  evening  if  there  had 
been  room 

59.  The  Act  of  1G97  had  onlj  provided  that  no  other  bank  ̂ 
should  be  sanctioned  by  Act  of  Parliament;  it  did  not  prohibit 
aay  private  Joint  Stock  Bank  from  bein^  former!,  nor  any 
other  corporation,  or  company  setting  up  banking  boBiuess. 
A  company,  called  the  Mine  Adventurers  of  England,  at 
the  head  of  whom  was  Sir  Humphry  Mackworth,  who  turned 
out  to  be  a  great  rogue,  commenced  doing  all  kinds  of 
banking  business,  issuing  notes,  &c.  To  put  a  stop  to  this  it 
was  enacted^ — 

**  That  during  the  continuance  of  the  said  Corporation  of  the 
Governor  and  Company  of  the  Bank  of  England,  it  shall  not  be 
lawful  for  any  body  politic  or  corporate  whatsoever,  erected  or  to 
be  erected  (other  than  the  said  Governor  and  Company  of  the 
Bank  of  England),  or  from  any  other  persons  whatsoever  united, 
or  to  be  united,  in  covenants,  or  partnership,  exceeding  the  num- 
ber  of  BIX  persons,  in  that  part  of  Great  Britain  called  England, 
to  borrow^  owe,  or  lake  up  any  sum  or  mms  of  money  on  their 
hills  or  notes  payahU  at  demand^  or  at  any  less  lime  than  six 
months  from  the  borrowing  thereof 

And  the  Bank  was  strictly  forbidden  to  issue  notes  to  a  larger 
amount  than  their  capital  stock*  That  is,  each  loan  to  Govern- 

ment was  attended  with  an  augimntation  of  Currency  to  an  equal 
amount.  Kow  to  a  certain  extent  this  plan  might  be  attended 
with  no  evil  consequences,  but  it  is  perfectly  clear  that  its 
prifie^k  is  utterly  vicious.  There  is  nothing  so  wild  or  absurd 

in  John  Law's  Theory  of  Money  as  this.  His  scheme  of  basing 
a  paper  currency  upon  laud  is  sober  sense  compared  to  it.  If  for 
every  debt  the  Government  incurs,  an  equal  amount  of  money  is 

to  be  created,  why  here  we  have  the  philosopher's  stone  at  once. 
What  is  the  long  sought  El  Dorado  compared  to  this  ?  Evan 
there  the  gold  required  to  be  picked  up,  and  faahioued  into  coin. 
Besides,  people  in  thi^  country  would  have  to  go  round  the  globe 
in  search  of  it*  But  let  as  coolly  consider  the  principle  involved 
in  this  plan  uf  issuing  notes  upon  the  security  of  the  public  debts. 
Stated  in  slinplo  lan^uagts  it  is  this— 7W  tne  way  to  cucatb 
wmuif  is  for  the  Oovernnwil  to  noaaow  Moiuy.    Tlmt  is  to  sajr 
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A  leads  B  money  on  mortgage,  and  on  the  seeurittf  ̂ /  the  mori- 
ffo^e^  A  is  allotved  to  create  an  equal  amouni  of  money  to  whii  h$ 

has  already  le/il!  I  Gi*antiag  that  to  a  small  extent  this  may 
be  done  without  any  practical  mischief,  yet,  as  a  general  principle^ 
what  can  be  more  palpably  absurd  ?  The  raviogs  of  Chiunbcrim 
himself  are  not  more  wild 

60.  At  that  time  the  practtce  of  issntng  notes  waa 
considered  so  essentially  the  main  feature  of  banking,  that  i 
prohibition  of  that  was  considered  an  efToctaal  bar  againit 
banking.  The  clause  quoted  above  wtvs  inttsnded  to  prevent  any 
bank  being  formed  with  more  than  six  partners,  so  as  to  prevent 
any  private  Company  being  formed  of  sufficient  power  and 
influence  to  rival  the  B  mk.  It  was  so  understood  at  the  tfm-** 

and  it  did  have  the  elfect  of  pix*veQting  any  other  Joint  6uxk 
Blink  being  formed 

81.  The  financial  difficnlties  of  the  Government  in  Ito  jitr 
1718^  at  the  Peace  of  Utrecht^  made  it  neoeasary  to  hafe 
reoounse  to  the  Bank  again.  They  agreed  to  lend  to  tim 
Government  £100,000,  secured  upon  Exchequer  bills,  at  S  per 
cent,  upon  receiving  an  extension  of  their  charter,  which  had 
Btill  twenty  years  to  run.  By  the  Statute  I,,  1713,  c  Il,ili 

existence  as  a  corporation  was  prolonged  to  twelve  months'  notiof^ 
to   be  given    after    1st    August,   1742,    and    the   i  of 
£1,600,000,     By  a  second  statute  that  year,  they  wert  i^sed 
to  lend  money  upon  South  Sea  Stock 

62.    In  1710^  an  Act,  Statute  171G,  e.  8,  was  pa»ed  Co 
redeem  and  modify  several  of  the  public  debts  due  to  Uia  Bank, 
but  not  altering  their  privileges  in  any  way,  and  to  make  Ibrther 
advances  at  5  per  cent*  They  were  also  authorised  to  make  such 
calls  as  they  ploa^d  upon  their  proprictons.  The  exoeflaur 
absurdity  and  inconvenience  of  the  usury  laws  in  ooiDQiense  w^tP 
even  then  felt,  and  the  Bank  was  exempted  from  their  ojieraUocu 
They  were  authorised,  in  the  qaaint  phraseology  of  the  Aci^ 

^*  at  theur  own  good  liking/*  to  borrow  or  take  up  money  at  any 
rate  of  interest  they  pleased,  above  the  legal  rate,  upoo  tbclf 
Wi^  bondji,  or  any  obligation  under  their  Common  Seal,  or  npoo 
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credit  of  tboir  capital  stock  for  any  time,  or  to  be  paid  on 
demaad.  What  porteatous  folly  it  was  that  any  oae  else  might 

not  observe  his  **own  good  hkiog"  ia  tlm  rate  he  paid  for 
borrowed  money.  In  this  Act,  the  clause  prohibiting  any 
banking  partnership  to  consist  of  more  than  six  members  was 
repeated.  There  were  at  that  time  three  annnitie3  of  £88,751, 
£100,000,  and  £7G,8aO,  besides  other  debts,  upon  which  an 

annual  interest  of  5  per  cent,  was  paid  ;  the  Bank's  existence  was 
prolonged  indefinitelyi  until  all  these  annuities  and  debts  were 
discharged 

63.  We  must  now  again  take  up  the  history  of  the  Coinage, 
and  give  an  account  of  its  last  change,  and  its  settlement  on  its 

present  basis.  The  Qovernm'^nt,  adopting  tbc  advice  of  Locke 
and  Newton,  restored  the  coin  according  to  its  ancient  weight, 
fineness,  and  denomination 

The  political  benefits  which  followed  this  great  restoration  of 
the  coinage  are  beyond  the  purpose  of  this  work.  In  1707j  the 
union  of  the  kingdoms  necessitated  a  new  coinage.  At  the  same 
time  the  relati?e  value  of  the  gold  and  silver  coins  began  to 
differ  from  the  market  Talue  of  the  two  metals,  and,  as  silver 
wag  underrated,  it  became  veiy  scarce.  It  is  mach  to  be 

lamented  that  the  Government,  having  adopted  Locke's 
arguments  in  favour  of  the  maintenance  of  the  standard,  did 
not  also  adopt  his  argument  with  respect  to  the  necessity  of  there 
being  only  one  standard  of  value.  It  was  perfectly  conclusive, 
and  the  evils,  which  he  had  shown  must  necessarily  follow  from 
this  economic  error  of  having  two  measures  of  value,  manifestly 
displayed  themselves.  In  1708,  the  Government  offered  a 
prv3mium  of  2^^,  per  ounce  to  every  one  who  brouglit  foreign 
silver  coin,  or  plate  of  any  sort,  of  standard  fineness,  to  the  Mint 
to  be  coined.  This,  however,  was  quite  ineffectual,  and  as 
matters  grew  worse  every  day,  the  Government  referred  the 
matter  to  Sir  Isaac  Newton,  who  had  for  many  years  been  at  the 
head  of  tlie  Mint,  to  report  upon 

Sir  Isaac  Newton  said  in  his  Report — '*  That  a  pound  weight 
Troy  of  gold,  11  ozs.  fine,  and  1  oz.  alloy,  is  cut  into  44 J 
guineas  ;  and  a  pound  weight  of  silver,  11  ozs*  2  dwta,  fine,  and 
18  dvvts.  alloy,  is  cut  into  62  sliillings ;  and,  according  to  tliis 
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rate,  a  pound  weight  of  fine  gold  is  worth  15  pounds  veiglii 

$  ozs.  17  dwt8»  and  5  gi's.  of  line  eilrer,  reckoning  a  gaiziea  al 
£1  1^,  Gd.  in  silver  money.  But  silver  in  bnllion,  exportabk^ 
is  usually  worth  2d,  or  dd.  \ieT  ounce  more  than  in  ooto  s 
and  ifi  as  a  medium,  such  bullion  of  standard  alloy  he  valued 
at  bs,  i^d,  per  ounce,  a  pound  weight  of  fine  gold  will  be 
worth  but  14  lbs.  11  ozs.  12dwt5.  D  grs.  of  ̂ ne  silver  in  ballion  ; 
and,  at  this  rate,  a  guinea  is  worth  but  so  much  silver  as  would 
make  20*.  Sd,  When  ships  are  laden  for  the  East  Indies,  the 
demand  of  silver  for  exportation  raises  the  price  to  6s.  (td*  or  5^.84t> 

per  ounce,  or  above  ;  but  I  consider  not  these  exti'aordinary  cases 
**A  Spanish  pistole  was  coined  for  thirty-two  riiJs,  rif  tour 

pieces  of  eight  rials,  usually  called  pieoes  of  eighty  and  is  of 
equal  alloy,  and  the  sixteenth  part  of  the  weight  thereof;  and 
a  Doppio  Moeda  of  Portugal  was  coined  for  ten  cmsados  of 
silver,  and  ia  of  equal  alloy,  and  the  sLxtoenth  part  of  Uh; 
weight  thereof.  Gold  is,  therefore,  in  Spain  and  Portugal,  of 
sixteen  times  more  value  than  silver  of  equal  weight  and  alloy, 
according  to  the  standard  of  those  kingdoms ;  at  which  rate  a 
guinea  is  worth  2^#.  !(/.  But  this  high  price  kee^is  their  gold 
at  home  in  good  plenty,  and  carries  away  the  Bpaulsh  silver 
into  all  Europe  :  so  that  at  home  they  make  their  puymnuU  in 
gold,  and  will  not  pay  in  silver  without  a  premium ;  ui»on  the 
coming  in  of  a  Plate  fleet  the  pi^mium  ceasaSi  or  ia  but  small  i 
but,  as  their  silver  goes  away  and  becomes  scarce,  the  preroinai 
increases,  and  is  most  commonly  about  six  per  oent.,  which,  beifig 
abated,  a  guinea  becomes  worth  about  20#.  d«{.  iu  B|>atii  or 
Portugal 

**  In  France  a  pound  weight  of  fine  gold  is  reckoned  woiib 
fifteen  pounds  weight  of  fine  silver ;  in  raising  or  falling  tbdr 

money,  their  King*B  edicts  have  sometimes  varied  a  ItiUe 
fi\)m  this  proportion,  a  liLile  in  excess  or  defect;  but  the 
variations  have  been  so  little,  that  I  do  not  here  ooosider 

them.  By  the  edict  of  May,  1709,  a  new  pistole  WM 
cc»iued  for  four  new  Louises,  and  is  of  equal  alloy,  mA  Uui 
fitleentli  part  of  the  weight  thereof,  except  the  emm  of  llieir 
Mints ;  and  by  the  same  edict,  fine  gold  is  valued  at  Efteen 
times  it£  weight  of  fine  silver  i  and  at  this  mbc  a  guinea  is  wodh 
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**The  ducats  of  Holland  aad  Ilangary,  and  the  Empire,  were 
lately  cnrrent  iq  Holland  among  the  common  people,  in  their 
markets  and  ordinary  affairs,  at  five  gilders  in  sijecie,  and  fire 
stivera ;  and  commonly  changed  for  bo  much  eilver  moneys  in 

three-guilder  pieces  a?id  guilder  pieces,  as  gnineas  are  with  us 
for  2U.  6c/.  Bterliog;  at  which  rate  a  guinea  ia  worth  205.  7^^. 

**  According  to  the  rates  of  gold  to  silver  in  Italy,  Germany, 
Poland*  Denmark,  and  Sweden,  a  guinea  is  worth  abont  20*. 
and  7A,  €A,  bd.^  or  4A,  for  the  proportion  varies  a  little 
within  the  several  Governments  in  these  countries.  In 

Sweden,  gold  is  lowest  in  proportion  to  silver,  and  this  hath 
made  that  kingdom,  which  fonnerly  was  content  with  copper 
money,  abound  of  late  with  silver,  sent  thither  (I  suspect)  for 
naval  stores 

"In  the  end  of  King  William's  reign,  and  the  first  year 
of  the  late  Qaeen,  when  foreign  coins  abounded  in  England, 
I  caused  a  great  many  of  them  to  be  assayed  in  the  Mint,  and 
found  by  the  assays,  that  fine  gold  was  to  fine  diver  in  Spain, 
Portugal,  France,  Holland,  Italy,  Germany,  and  the  northern 
kingdoms,  in  the  proportions  above  mentioned,  errors  of  the  Mint 
excepted 

"In  China  and  Japan,  one  pound  weight  of  fine  gold  is 
worth  but  9  or  10  pounds  weight  of  fine  silver  ;  and  in  East  India 
it  may  be  worth  12  ;  and  this  low  price  of  gold  in  proportion  to 
silver  carries  away  the  silver  from  all  Europe 

*'  Bo,  then,  by  the  course  of  trade  and  eichange  between 
nation  and  nation  in  all  Europe,  fine  gold  is  to  fine  silver  as  14  4-5, 
or  15  to  one?  and  a  guinea  at  the  same  rate  is  worth  between 
20^.  5i.  and  20*.  %^d, ;  except  in  extraordinary  cases,  as  when  a 
Plate  fleet  is  just  arrived  in  8paiu«  or  ships  are  laden  here  for  the 
East  Indies,  which  cases  I  do  not  here  consider.  And  it  appears 
by  ejcperienoe  as  well  as  by  reason,  that  silver  flows  from  those 
places  where  its  value  is  lowest  in  pro|x>rtion  to  gold,  as  from 
Spain  to  all  Europe,  and  from  all  Europe  to  the  East  Indies, 
Ohina,  and  Japan ;  and  that  gold  is  most  plentiful  in  those  places 

in  which  its  value  is  highest  iu  proportion  to  eilvei*,  as  in  Spain 
and  England 

•*  It  is  the  demand  for  exportation  which  hath  raised  the  price 
of  exportable  silver  about  2d.  or  ̂ d,  in  the  ounce  above  that  of 

^^ 
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flilver  ia  coin,  and  hath  thereby  created  a  temptation  lu  export 
or  melt  down  the  silver  ooia  rather  than  give  2d.  or  3//.  more 
for  foreign  silver  j  and  the  demand  for  exportation  arises  from  the 
higher  price  of  silver  in  other  plac^  than  in  England,  in  pro- 

portion to  gold,  that  is,  from  the  higher  price  of  gold  in  England 
than  in  other  places  in  proportion  to  silver,  and,  therefore,  may 
be  diminished  by  lowering  the  valne  of  gold  in  proportion  to 
silver.  If  gold  in  England,  or  silver  in  East  India,  conld  be 
bronght  down  so  low  as  to  bear  the  same  proportion  to  one 
anotlier  in  both  places,  there  would  bo  here  no  greater  demand  for 
silver  than  for  gold  to  be  exported  to  India.  And  if  gold  wcro 
lowered  only  so  as  to  have  the  same  proportion  to  the  silrcr 
money  in  England,  whioh  it  hath  to  silver  in  the  rest  of  Europe, 
there  would  be  no  temptation  to  export  silver  rather  than  gold  to 
any  other  part  of  Europe,  And  to  compass  this  last,  there  seems 
nothing  more  requisite  than  to  take  off  about  10d»  or  12d.  firom 
the  guinea ;  so  that  gold  may  bear  the  sam^3  proportion  U>  the 
silver  money  in  England  which  it  ought  to  do  by  the  course  of 
trade  and  exchange  in  Europe,  But  if  only  Orf.  were  taken  off  at 
present,  it  would  diminish  the  temptation  to  export  or  melt  down 
the  silver  coin.  And,  by  the  effects,  would  show  hereafter  better 
than  can  appear  at  present,  what  further  redaction  would  be  most 
convenient  for  the  public 

"  In  the  last  year  of  King  William,  the  dollars  of  Scotland, 
worth  about  is,  G^d.,  were  put  away  in  the  North  of  England  for 
5«.,  and  at  this  price  began  to  flow  in  upon  us.  I  gfive  notice 
tlicreof  to  the  Lords  Commissioners  of  the  Treasury  ;  and  they 

ordered  the  collectors  of  taxes  to  forbeai'  taking  them,  and  thereby 
put  a  stop  to  the  mischief 

*'  At  the  same  time,  the  louis  d'or  of  France,  which  were  worth 
but  17*.  1^,  a  piece,  passed  in  England  at  17«.  6(/.  I  gav^  notice 
thereof  to  the  Lords  Commissioners  of  the  Treasury ;  and  bit 
kto  Majesty  put  out  a  proclamation  that  they  should  go  but  at 
17«.  J  and,  thereupon,  they  came  to  the  Mint,  and  £1,-100,009 
wore  coined  out  of  them  ;  and  if  the  advantage  of  5jrf.  in  a  lua^ 

d'or  stiificed  at  that  time  to  bring  into  England  so  great  aqoAQiiiy 
of  Fi^eoch  Money,  and  the  advantage  of  three  farthingn  in  a  hnh^ 
d'or  to  bring  it  to  the  Mint,  tlie  advantage  of  9|rf.  lu  Agiiijie% 
or  aUovei  may  have  been  sul&cient  U>  bring  the  gtmi  qmuxUtj  of 
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gold  which  bath  been  coined  in  theso  last  fifteen  years,  without 
any  foreign  silver 

**  Some  years  ago,  the  Portngal  moedors  were  received  in  the 
West  of  England  at  28».  a-pieoe*  Upon  notice  from  the  ̂ lint, 
that  they  wore  worth  only  about  27s,  Id,^  the  Lords  Commis- 
sioners  of  the  Treasury  ordered  their  receivers  of  taxes  to  take 
them  at  no  more  than  27s*  M*  Afterwards,  many  gentlemen  in 
the  West  sent  up  to  the  Treasury  a  petition,  that  the  receivers 
might  take  them  again  at  28s*,  and  promised  to  get  returns  for 
money  at  that  rate ;  alleging,  that  when  they  went  for  28^.,  their 
country  was  full  of  gold,  which  they  wanted  very  much.  But  the 
Commissioners  of  the  Treasury,  coDsidering  that  at  28s,  the 
nation  would  lose  5^.  a  piece,  rejected  the  petition.  And  if  an 
advantage  of  6fi?.  in  the  28s*  did  pour  that  money  in  upon  us, 
much  more  hath  an  advantage  to  the  merchant  of  ̂ \d.  in  a 
guinea,  or  above,  been  able  to  bring  into  the  Mlut  gii?at  quantities 
of  gold,  without  any  foreign  silver,  and  may  be  able  t«  do  so  still, 
till  the  cause  be  removed 

'*  If  things  be  let  atone  till  silver  money  be  a  little  scarcer,  the 
gold  will  fall  of  itself;  fur  people  are  already  backward  to  give 
silver  for  gold,  and  will  in  a  little  time  refufio  to  make  payments 
in  silver  without  a  premium,  as  they  do  in  Spain ;  and  thia 
premium  will  be  an  abntcmcnt  of  the  value  of  the  gold  ;  and 
so  the  question  is,  whtjther  gold  shall  be  lowered  by  the  Govern- 

ment, or  let  alone  till  it  falb  of  itself,  by  the  want  of  silver money 

"  It  may  be  said,  that  there  are  great  quantities  of  silver  in 
plate,  and  if  the  plate  were  coined,  there  would  be  no  want  of 
silver  money.  But  I  reckon  that  silFer  is  safer  from  exportation 
in  the  fonn  of  plate  than  in  the  form  of  money,  because  of  the 
greater  value  of  the  silver  and  fashion  together ;  and,  therefore, 
I  am  not  for  coining  the  plate,  till  the  temptation  to  export  the 
silver  money,  which  is  a  profit  of  2rf,  or  Zd,  an  ounce,  be 
diminished ;  for,  as  often  as  men  are  necessitated  to  send  away 
money  for  answering  debts  abroad,  there  will  be  a  tempta- 

tion to  send  away  silver  rather  than  gold,  because  of  the 
profit,  which  is  almost  4  per  cent.  \  and  for  the  same  reason 

foreigners  will  choose  to  send  hither  their  gold  rather  than  thea* 

silver  " 
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Mr.  Aiakbie,  the  Chanwllor  of  the  Excheqnor,  bron^lit  tlw 

Rubject  of  the  great  scarcity  of  eilver  cola  b^fottj  the  Uuu*^  n^ 
the  21st  December^  1717,  and  was  seconded  by  Mr.  Ca^smallt 
who  gave  detailB  of  the  differeDt  relative  ?alues  gold  and  iilrcr 
coin  had  borae  with  respect  to  each  other,  accordiog  to  the  plenty 
or  scarcity  of  each,  and  said  that  the  over-valuation  of  gold  in 
the  current  coins  of  Great  Britaia  had  cansed  the  exportation  of 
great  qnantitiea  of  silver  specie.  To  prove  thi%  be  laid  open 
a  clandestine  trade  which  had  been  carried  on  for  many  years 
by  the  Batch,  Ilambarghers,  and  other  foreigners,  in  concert 
with  the  Jews  and  other  traders  here,  which  consiated  in 
exporting  silver  coins,  and  importing  gold  in  lieu  thereof^  which 
being  coined  into  guineas  at  the  Tower,  near  I5d,  was  got  by 
every  guinea,  which  amounted  to  about  5  per  cent.:  and,  as 
these  returns  might  be  got  five  or  six  times  in  the  y^r,  con- 
siderable  profite  were  made  by  it.  In  his  opinion  ̂   the  only  way 
of  checking  this  was  to  lower  the  price  of  guineaa  and  other  * 

gold  specie 
Sir  Isaac  STewton  has  shown  that  the  true  value  of  the  gninoii 

according  to  the  market  values  of  gold  and  silver  at  thai  iiiiu>» 
was  20s,  Sd,  The  House,  however,  did  not  adopt  his  recom* 
mendation  to  its  full  extent,  but  they  addressed  the  Crown  lo 
issue  a  proclamation  to  make  guineaa  current  at  21^.  In  iu> 
coidance  with  thisi  the  King  issued  a  proclamation  on  the  22nd 
December,  1717,  making  guineas  cnrrent  at  21*.,  and  reducing 
the  other  gold  coins  from  23^.  Sd,  and  258,  $d,  to  23^.  and  25^ 

each 
This  was  the  last  alteration  made  in  the  relative  values  of  gold 

and  silver  coin,  and  now,  in  the  language  of  the  Mint,  the  prioa 
of  gold  was  fixed  at  £3  17«.  lO^d,  an  oDDoe»  which  is  so  «0f^  ft 
puzzle  to  many  persons.  This  alteration  in  the  valae  of  goincas  • 
crented  some  alarm  that  it  might  be  further  reduced^  and  oaaaed 
considerable  confasion  in  tnide,  but,  iu  January,  1718,  both 
Houses  of  Parliament  passed  resolutions  that  they  would  not 
alter  the  standard  of  the  gold  and  silver  coins  of  the  kingdom  ift 
fineness,  weight,  or  denomination 

By  the  reduction  of  the  price  of  the  guinea,  tho  vnloo  of  i^olil 
to  silver  was  fixed  at  15ilUga  to  one  ;  but,  as  in  RoHftod  sod 

Pmaoe  the  rate  was  11 1  to  ly  a  proUt  titilJ  rcaiaaicd  on  oiporLing 
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Bilver   and  importing  gold,    Thos  gold  became    the  cheapcBt 
mediam  ia  which  to  make  payments  ;  and,  by  this  means,  during 
the  course  of  the  last  century,  it  became  gradually  an  understood  ♦ 
thing  in  commerce  that  gold  was  the  standard  of  value.    This 
custom  was  finally  adopted  as  law  in  1816 

64,  Up  to  the  year  1711  all  the  permanent  debt  contracted 
by  the  Government  consisted  of  Bank  of  England  Stock*  In  ̂ 
order  to  replace  the  capital  thus  withdrawn  from  circnlriion,  the 
Bank  had  always  been  allowed  to  isstic  notes  to  an  eqiml  extent : 
but  it  was  quite  evident  that  this  could  not  go  on  indefinitely. 
At  this  period  the  party  antagonistic  to  that  which  founded  the 
Bank  of  England  were  in  power.  The  dismissal  of  the  Whigs 
had  fthaken  public  credit.  The  unfunded  debt  of  the  State  was 

enormoua— it  amount<.*d  to  nine  millions  and  a  half.  Mn  Harley 
(afterwanls  Earl  of  Oxford),  the  Chanoellor  of  the  Exchequer, 
revived  the  idea  which  we  have  before  noticed,  as  first  suggested 
by  Dr.  Chamberleii.  He  persuaded  a  number  of  merchants  to 
undertake  this  debt,  upon  receiving  interest  at  G  per  cent.,  and  > 
being  incorporated  as  a  company  for  32  years,  with  the  exclusive 
privilege  of  trading  to  the  South  Seaa.  This  was  hailed  by  his 
party  at  the  time  with  great  approbation,  as  a  masterpiece  of 
financial  wisdom.  Such  was  the  origin  of  t!ie  South  Sea  Com- 

pany. We  cannot,  of  course,  enter  into  any  of  the  details  of 
this  famous  scheme,  Ijeyond  what  strictly  ooncems  our  present 

subject.  Ample  details  will  be  found  elsewhere.  Though  espe- 
cially forl)idden  by  Act  of  Parliament  to  carry  on  banking 

business,  this  great  monetary  corporation  overshadowed  the 
Bank  of  England.  In  1717,  the  Government  determined  to 
make  a  strong  effort  to  reduce  the  national  debts.  Proposals 
were  invited  from  each  of  these  great  companies.  The  South 

Sea  Company  pDjposed  that  their  then  capital  *of  £10,000,000 
should  1)0  augmented  to  £12,000,000  ;  that  the  additional 
£2,000,000  should  be  employed  in  redeeming  several  pullio 

debts,  and  among  these  the  banker's  debt :  tiiat  the  interest  on 
their  original  capital  should  remain  at  G  per  cent.,  and  interest 
at  five  per  cent,  should  be  given  on  the  new  capital  till  the  2ith 
June,  1718-  After  that  date  interest  at  0  per  cent,  sliould  be 
allowed  on  the  whole  capital.    That  the  duties  upon  which  such 
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interest  was  cliargeable  ehoald  be  continued,  and  any  gurplafti 

after  paying  them,  ahoold  be  applied  to  redeem  other  poblio 
debts.  That  all  sums  of  principal  and  interest  might  be 

redeemed  after  a  year*s  notice,  after  24th  of  Jane,  1725.  That 
their  capital  and  stock  in  trade  should  be  exempted  from  all  Usm 
whatever 

66.  The  Bank  of  England  proposed  that  their  privil^get 
should  remain  untoached  till  1742,  as  by  the  last  Act.  That  an 
annuity  of  £106,500  due  to  them,  shonld  be  reduced  to 
£S8,175  after  the  25th  March,  1718.  They  offered  to  odvance 
£2,000,000,  at  5  per  cent,  interest,  on  Exchequer  bills  redeemable 

at  one  year's  notice  after  1720,  and  to  circulate  some  others  at 
8  per  cent.  That  the  interest  ou  the  Exchequer  bills  they  held 
should  be  reduced  to  Id.  per  cent,  per  diem,  but  that  no  mcir« 
should  be  issued  without  their  consent.  They  were  further  willing 
to  advance  £2,500^000  for  the  public  service  at  the  rate  of  5  |)Cr 
cent,  per  annum.  They  demanded  that  all  their  privileges  should 
oontinoe  until  these  sums  were  redeemed.  After  a  warm  debate, 

the  proposals  of  the  Sonth  Sea  Company  were  accepted.  The 
Bank  of  England,  however,  remonstrated  strongly,  and  petitioned 
Parliament,  reminding  them  of  their  eminent  public  servioesi  and 
requested  that  all  the  public  stocks  might  be  made  transfc-nble 
and  payable  at  the  Bank,  which  duty  they  undertook  to  perform 
without  any  profit  to  themselves,  on  condition  that  no  farther 
taxes  be  laid  on  their  capital,  or  upon  their  bills  and  no(4Sfl 
Upon  further  debate,  the  proposals  of  the  Bank  of  England  wcn» 
accepted,  as  well  as  those  of  the  Sonth  Sea  Compnuy,  and  tlireo 
Acts  were  passed  to  carry  them  into  effect.  At  tliis  time  the 
South  Sea  Company  appeared  to  have  got  so  comt)lctoly  the  bcUcr 

of  the  Bank,  that  they  invited  the  King  to  become  tlieir  Govt-nior, 
and,  on  the  Ist  of  February,  171|,  an  Act  was  brought  in  to 
remove  any  difRcultics  in  the  way.  It  was  nad  and  passed 
through  both  Houses  on  the  same  day^  and  on  the  next  receirtd 
the  Boyal  assent 

66.  Ttie  skirmish  between  these  two  grsak  oorpomtlona  in 

1717,  was  but  the  prchide  to  a  much  more  ̂ *g»ntic  oonlesi  in 
1720.    Oa  this  28nl  November,  1719,  the  King  rvcomineiidoil 
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■ 

the  fitato  of  tho  public  debts  to  the  attention  of  Parliament, 
This  was  prelimiaary  to  the  introducing  a  plan  to  Parliament 
which  the  Ministry  and  the  South  Sea  Directors  had  Becretly 
projected,  and  determined  to  bring  before  Parliament,  before  any 
opposition  could  be  or^uised  againgt  it.  It  was  brought  before 
the  Hoose  on  the  22nd  January,  1720.  The  detaib  are  given 
in  the  Parliamentary  History,  and  are  much  too  long  to  be 
inserted  here.  But  the  outline  was  as  follows — They  estimated 
the  whole  of  the  public  debta  at  £30,081,712  ;  they  proposed  to 
bay  ttp  the  whole  of  these,  and  consolidate  them  into  one  fund, 
which  was  to  be  added  to  their  capital  at  5  per  cent,  intorest. 
For  these  privileges  they  ofifered  a  bonus  of  £3,600,000  to  the 

State,  payable  in  four  instalmenU,  to  commence  at  Lady-day, 
1721,  This  astounding  proposal  was  brought  before  the  House 
by  surprise,  but  its  terms  wore  not  so  favourably  received  as  waa 
expected,  and  gave  the  frienJs  of  the  Bank  time  to  rally.  They 
reminded  the  House  of  the  great  and  eminent  services  it  had 

doQO  the  public,  and  obtained  five  days*  delay 

67,  The  Bank  determined  not  to  be  outdone  in  audacity. 
They  also  undertook  to  consolidate  theie  debts,  and  add  them  to 
their  capital.  Upon  the  whole,  it  was  calculated  that  their  pro* 
poeal  was  more  advantageous  to  the  nation  by  about  £2,000,000, 
and  was  payable  in  less  time.  Tiie  South  Sea  Company  obtained 

three  days'  delay  to  amend  their  offer.  They  increased  the  bonus 
to  the  public  to  £7,567,500,  besides  other  minor  points.  The 
Bank,  la  a  fit  of  wild  desperation,  amended  their  oflfer.  The 
chief  points  were,  that  for  every  £100  annuity  for  96  and  99 
yeai8,  they  offered  £1,700  Bank  Stock,  and  that,  after  the  24th 
June,  1727,  the  interest  on  the  whole  oonsolidatcd  funds  should 
be  reduced  to  4  per  oeat.  absolutely,  and  thenceforth  be  redeemable 

by  Parliament 

68.  The  contest  between  these'  gigantic  rivals  was  simply which  was  to  devour  the  other.  The  debate  was  long  and  fierce  ; 
Mr.  Itobert  Walpc^le  was  the  champioQ  of  tlie  Bank,  Mr.  Aislabie, 

Chancellor  of  the  Exchequer,  was  patron  of  the  South  Sea  Com- 
pany. At  length,  on  the  2nd  April,  the  South  Sea  Bill  wae  read 

a  third  time,  and  passed  by  a  majority  of  172  to  55.    Then  it 
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was  oanied  up  to  the  Lords,  The  debate  was  eqnallj  animat 
bat,  a8  usual,  less  garroloajs ;  it  was  ended  in  a  single  dtij,  an 
the  South  Sea  carried  the  daj  by  a  majority  of  83  to  !?•  The 
King  closed  the  session  on  the  lUh  June,  and  congratuktod 
Parliament  on  the  good  foundation  they  had  prepared  for  the 
payment  of  the  national  debts  without  violatioD  of  the  public 
faith 

69,  The  price  of  the  South  Sea  Stock,  on  the  7th  April, 
when  the  Bill  passed,  was  810,  next  day  it  fell  to  21»0.  On  the 
12th»  the  Directors  opened  their  first  subscription  of  £1,000^000 

at  £300  for  every  £100»  having  first  propagated  the  most  enor- 
mous falsehoods  of  alleged  trading  advantages  they  had  secured  in 

the  South  Seas.  Twice  the  sum  was  subscribed,  and  io  a  few 
days  the  subscriptions  were  sold  at  double  the  price  of  the  finst 

payment.  Then  began  the  wild  delirium — by  successive  stages  the 
stock  stood  at  £500  on  the  2Srd  May ;  on  the  2Dd  Jane  at  £SWi 
next  day  it  fell  to  £640.  Aftor  some  flnct nations,  the  Compaoy 
opened  their  books  for  a  third  subscription  at  £1,000;  £4,000,000 
were  taken  at  that  price,  and,  before  the  end  of  Jnne»  the  stock 
was  at  £2,000.  The  price  of  Bank  Stock,  at  the  same  time,  was 
£260.  The  great  outbreak  of  tlie  bubble  mania  had  begiiQ 
before  the  prorogation  of  Parliament,  and  on  that  day  the  Kii: 
bad  published  a  proclamation  to  put  them  down,  but  with  lilt: 

effect.  By  the  middle  of  July  the  project*  l>efore  the  puMic" 
required  a  capital  of  £800,000,000.  One  was  **  For  carrying  on 
an  undertaking  of  great  advantage,  but  nobody  to  know  what 

it  is/*  The  witty  rogue  promised,  on  a  deposit  of  £2  2f,,  ifc 
each  subscriber  should  receive  au  income  of  100  i»er  o^nt  In  i 
single  morning  he  received  £2,000,  and,  of  conri&e,  iui  v| 
decamped.  Permissions  to  subscribe  to  a  future  aoL^^xiv  «i^ia' 
selling  at  siity  guineas 

70.  Then  came  the  fearful  collapse ;  on  the  2Rd  Bep4eiiil] 
the  stock  was  at  £700.    The  Directors  made  many  vain  elTor 

to  retrieve  its  credit.     On  the  13th  it  waa  at  r'^^      Th 
the  Directors  were  com[)elled  to  make  humble  null 
quished  rivals.     At  the  intercefwion  of  liValpole,  the  Bank  of 
EugUnd  agreed  to  a  draft  of  a  contract  for  previdiog  nwaiis  ta 
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Bustaiis  the  credit  of  a  number  of  their  bonds.  After  protracted 
uegotiatious,  the  terms  were  agreed  upon  between  the  two 
C-ompanies^  and  brought  before  the  proprietors  of  the  Bank  of 
England,  and  approved  of  by  them.  Before,  however,  it  could 
be  embodied  in  a  legal  funu,  affairs  took  a  very  different  turn. 

A  great  many  of  the  goldsmiths  and  private  bankers  had  ad- 
yauced  great  sums  upon  the  South  Sea  Stock  ;  when  this  fell,  it 
brought  a  run  upon  them.  Many  of  them  stopped  payment,  and 
absconded.  The  Sword  Blade  Company,  who  were  the  cashiers 
to  the  South  Sea  Company,  stopped  payment.  This  portended 
nniversal  bnukruptcy.  The  Bank  had  been  assailed  with  every 
.species  of  public  resentment  l^ecause  it  had  hesitated  to  lend  its 
aid  in  supporting  the  South  Sea  Bonds.  Every  one  looked  upon 
it  as  the  sole  pillar  of  credit,  but  even  the  credit  of  the  Bank 
was  now  shaken.  The  general  failure  of  the  bankers  imme- 

diately caused  a  great  run  upon  it.  The  Bank,  in  these  straits, 
devised  a  trick  ti>  prolong  the  payments.  It  employed  a  number 
of  clerks  to  tell  out  the  money  whidi  was  demanded,  as  well  as 
what  was  brought  in.  Payments  were  made  in  light  sixpences 
and  shillings,  and  large  sums  were  paid  to  particular  friends, 
who  went  out  with  their  bags  of  money  at  one  door,  to  deliver 
them  to  people  placed  at  another,  who  were  let  in  to  pay  the 
fame  money  to  tellers,  who  took  time  to  couat  it  over.  These 
IKsrsons,  were,  of  course,  always  served  first.  By  this  means 
time  was  gained,  the  friends  of  the  Bank  rallied  round  it»  and 
mode  large  subBcriptious  to  support  the  Company  ;  the  festival  of 
Michaelmas,  at  which  it  was  usual,  at  that  time,  to  shut  up  the 
Bank,  came,  and,  when  it  was  opened  again,  the  public  alarm 
had  passed  off 

But  something  was  required  to  be  done  to  restore  public  credit. 
The  South  Sea  Company  were  pennitted  to  sell  annuities  to  the 
value  of  £200,000  a-year.  The  Bank  bought  them  at  20  years 
purchase,  and  was  allowed  to  add  the  £4,000^000  to  its  capital : 
it  then  stood  at  £8,959,995  lU,  8d, 

71.  Up  to  the  year  1722,  the  Bank  had  divided  the  whole  of 
its  profits  among  the  Shareholders,  and  had  made  no  reserve  for 
any  contingencies.  The  dividend,  therefore,  had  been  extremely 

variable.     It  had  fluctuated  fi*om  18^  per  cent,  in  1706,  to  6  per 

^i^WSi 

^mT^M^' 
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cent,  in  1722.  The  iuconvenience  of  this  was  Btronglj  felt, 
well  as  having  no  fund  to  fall  back  upon  in  caaes  of  emergenc 
These  had  hifcherto  been  met  bj  making  calk  npon  the  proprietors. 
In  this  year  the  Directors  established  a  reeenre  fund,  whicii  is 
called  the  Rest 

72,  Several  financial  transactions  took  place  between  tho 
Goveroment  and  the  Bank,  which  need  not  ho  detailed  here- 

upon most  of  the  previons  occasions  of  the  renewal  of  the 
charter,  there  had  been  mach  pnblic  disoaesion  as  to  the  expe- 

diency of  continuing  this  monopoly.  The  Bauk,  however,  had 
always  been  able  to  relieve  the  continually  embarrassed  state  of 
the  finances,  and  had  thtis  purchased  its  privileges.  As  the  tiam 
was  drawing  near  for  the  expiry  of  the  monopoly  in  1742,  these 
discussions  became  more  frequent  and  animated,  and  seveid 

attempts  were  made  to  sot  up  banks  in  such  a  manner  _%M^X 
should  not  violate  the  clause  in  tho  Act  of  1709.  WHHhe 

time  for  tlie  renewal  came,  the  Government  were^  as  nsuslf^ 
difflcultiea,  and  tho  Bank  agreed  to  lend  them  £1,000^000, 
without  interest.  To  raise  this  sum^  they  made  a  call  upon  their 
proprietors,  which  raised  their  capital  stock  to  £9,800,000.  In 
consideration  of  thiB,  their  exclnsive  privileges  were  continued 

till  twelve  months'  notice  after  1st  August,  1761.  Moreover^  it 
was  determined  to  stop  up  all  the  loopholes  in  the  Act  of  1700, 
and  the  following  clause  was  inserted  in  the  Act,  Statute  174^^ 

c.  18,  B.  5— 
'« And  to  prevent  any  doubts  that  may  arise  coucemin^  1 

privilege  or  power  given  by  former  Acta  of  Parliament,  to  tbe  < 
Governor  and  Company  of  txdmim  BANfaNG,  and  also  in  reg 
to  the  erecting  of  any  other  Bank  or  Banks  by  PArtiameo^  { 
lestraining  other  persons  from  banking  during  the  oontisa 
of  the  said  privilege  granted  to  the  Governor  and  Company  of 
the  Bank  of  England,  as  before  recitedt  it  is  hereby  fortbcr 
enacted  and  declared,  by  the  authority  aforesaid,  that  it  is  tbo 
true  intent  and  meaning  of  tho  Act  thtit  no  other  Bank  shall  be 
erected,  established,  or  allowed  by  Parliament,  and  that  it  dtaU 
not  be  lawful  for  any  body,  politic  or  corporate  whataoevrr, 
united,  or  to  be  united,  in  covenants  or  partnervhifi,  cxoeedinj* 
ibe  number  of  six  persons,  in  that  part  of  Great  Bntain  caUol 
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England,  to  harrow^  owe^  or  take  tip  any  sum  or  sums  of  monerj^ 
on  ilmr  bills  or  notes  j^^l/^^^^  at  demand^  or  at  any  le^s  iinui 
than  six  months  from  tfie  borrowing;  iJmrtofy  during  the  con- 
iiQiiauce  of  such  said  privilege  of  the  said  Govenior  and  Company, 
who  are  hereby  declared  to  be  and  remain  a  corporation  with  the 

privilege  of  exclustpe  Bankinq,  as  before  recited  " 
This  clause' demands  the  most  earnest  attention,  because  it  is 

the  one  which  contains  the  sole  monopoly  of  the  Bank  of  England, 
which  is,  at  the  present  time,  being  again  brought  before  the 
attention  of  Parliament.  It  is  a  penal  clause^  and  thoreforc^  of 
coDrse,  to  be  construed  stnctly ;  and  we  must  now  examine  its 
real  force  and  effect 

We  have  ah'cady  shown  that  all  banking  consists  in  *'  Issuing" 
Rights  of  action^  or  Credit,  in  exchange  for  Money  or  Securities* 
Wlien  a  banker  has  once  issued  this  Right  of  action  to  bis  cus- 

tomer, the  customer  might  either  transfer  this  Right  of  action, 
or  Credit,  to  any  one  else  he  pleased,  by  giving  him  a  Cash  Note, 
or  Cheque  on  his  banker,  or  the  banker,  if  the  oastomer  preferred 
it,  would  give  him  a  Promissory  Note,  payable  to  hearer  on 
demand  ;  and  it  is  perfectly  legal  at  Common  Law  for  any  per- 

son whatever  to  issue  Promissory  Notes,  payable  to  bearer  on 
demand 

Now,  the  sole  monopoly  granted  to  the  Bank  of  England  by 
this  clause  is,  that  during  the  continuance  of  its  Charter  no  part- 

nership exceeding  six  persons  in  England,  shotild  issue  Notes 
payable  on  demand,  or  at  any  less  time  than  sk  months  after 
issue.  All  other  kinds  of  banks  and  methods  of  banking  are  left 
absolutely  free  and  untouched 

There  is  not  a  syllable  in  this  clause  to  prevent  Joint  Stock 
Banks  being  formed,  which  should  not  iBSue  Notes,  or  Notes 

payable  at  six  months  after  issue 
And  there  is  absolutely  nothing  whatever  to  prevent  any  bank 

in  any  other  part  of  the  world,  iu  Scotland,  Ireland,  France, 
Russia,  or  America,  from  opening  a  branch  in  London,  and  doing 
all  sorts  of  banking  business,  except  only  issuing  Notes  payable 
at  luB  than  six  months  after  issue 

73,  In  September,  1745,  the  rebellion  in  Scotland  seemed 
to  be  asi&uming  formidable  proportions.    The  Chevalier  captured 
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Edinburgb,  and  thia  news  produced  a  run  upou  tfu;  I*-;!  ,  intU 

crmsed,  it  is  said,  by  the  frieuds  of  the  Prince,  both  L*i  .1:  i  ji.Mn<>y 
to  assist  hira,  as  well  as  to  embarrass  the  Cxovernmeat.  OaJik 

Notes  fell  to  a  di&coimt  of  10  per  cent,  A  meeting  of  inerchtmU 
immediately  took  place,  and  1*600  of  the  most  eminent  cmme  to 

a  resolution,  on  the  26th,  pledging  tliemselvea  to  support  the  credit 
of  the  Bank  Notes.  It  also  said  that  the  Directors  adopted  the 

same  exi>edient  on  this  occasion,  which  had  been  so  euecessfal  in 

1720,  of  paying  in  sixpencea 

74,  In  1746  the  Kinistry  were  again  in  difficultieji,  from 

tlie  political  disturbancea  in  the  preceding  year,  and  they  were 
obliged  to  apply  for  assistance  to  the  Bank.  The  proprietors 
authorised  tlie  Directors  to  cancel  £986,000  of  Excheqncr  Bills, 

upon  receiving  an  annuity  of  4  per  cent.,  and  to  create  new 

stock  for  that  purpose.  This  increased  the  paid-np  Capital  to 
£10,780,000,  which  was  not  further  augmenU^d  till  1782,  In 
1750  the  interest  upon  £8,486,000  of  the  debt  due  to  them  Irojn 
Oovernment  was  reduced  to  S  per  cent* 

75.     la   1759,  the  Bank 

and  £10 

to  issue  Nolei  fof  £16 

76*  It  18  a  favourite  doctrine  with  some  persons,  that  it  is 

impossible  to  have  an  undoe  extension  of  credit  with  a  jMirply 
metallic  basis,  and  that  an  improper  issue  of  bank  notoa  is  tins 
sole  cause  of  too  great  an  expansion  of  credit.  Jest  as  if  ilia 

currency  being  made  of  metal  could  prevent  people,  from  giving 

their  '^  promise  to  pay/'  and  baying  up  goods  on  epecoJation. 
The  year  1763  is  remarkable  as  among  the  first  of  those  groii 

eras  of  commercial  distreaa  and  prostration,  cau»i»^d  by  too  gtmft^ 
an  expansion  of  credit.     And  these  disnsU^re  ;  '  whens 

there  was  no  curi*ency  at  all  but  what  repre^  ..-.  jallloii — 

Hamburg  and  Amsterdam.  The  progress  of  the  Steven  Yc«n' 
War  had  probably  encouraged  great  speculation 
continental  merchants,  which  involved  those  com 

them  in  ruin  when  poaoe  came.  Two  brothen  at  Aiimu*niiim, 
named  Neufvilte,  were  among  the  principal  merchants  and 

ipeoulators  who  had  conuections  aU  over  the  oontinent     At 
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length  their  embarnissrnents  became  so  great  that  the  bunkers 
at  Arasterdana  could  no  luuger  support  them^  and  they  failed  for 

upwards  of  330,000  guiueag,  on  the  29th  July,  lin:i.  Befoi'tj  tlie 
news  of  their  actual  stoppage  reached  Hamburg*  the  bankers  of 
that  towQ  were  throwu  into  the  greatest  consteruatioa  by  hearing 
that  it  was  intended  at  Amsterdam  to  allow  the  Noufvilleg  to  fail. 

Ott  the  4th  August,  17C3,  the  bankers  at  Hamburg  met  to  con- 
sider how  the  tottering  state  of  credit  in  that  town  was  to  be 

supported,  when  they  say — 
"  We  received  a  fatal  express  with  the  terrible  news  that  yon, 

the  gentlemen  of  Amsterdam,  would  leave  the  Neufvilles  to  sink, 
by  which  we  were  all  thunderstrack ;  never  dreaming  that  so 

many  men  in  their  senses  in  your  city  could  take  such  a  step— a 
step  which  will  infallibly  plunge  all  Europe  into  an  abyss  of 
distress,  if  not  remedied  by  you  whilst  it  is  time.  We,  there- 

fore, send  this  circular  and  general  ktt«r  to  you  by  an  express; 
to  exhort  and  conjarc  you,  as  soon  as  you  receive  this,  to  nndep^. 
take  still  to  support  the  Neufvilles,  by  furnishiug  what  money 
they  want,  and  giving  them  two  or  three  persons  of  unquestion- 

able probity  and  skill  for  curators,  that  their  affairs  and  their 
engagements  may  be  concluded  and  terminated,  without  causing 
a  general  ruin,  which  will  otherwise  infallibly  happen.  If  you 
do  not,  gentlemen,  we  hereby  declare  to  you,  tlmt  our  resolution 

is  taken,  that  is  to  say,  that  although  were  pix^eent  a  very  i-espect* 
able  body  of  rich  and  respectable  men,  we  have  unanimously 
resolved  to  suspend  our  own  payments,  as  long  as  we  shall  judge 
it  proper  and  necessary,  and  that  we  shall  not  acquit  them,  or  the 
counter-protests  that  shall  come  from  you,  or  any  whatever 

•*  This  is  the  resolution  we  have  unanimously  ttiken,  and  from 
which  we  will  not  depai  t,  happen  what  with  The  fate  of  the 
general  commerce  of  all  Europe  is  at  present  absolutely  in  your 

hands;  determine, gent Icm^-u,  whether  you  should  crush  it  totally, 

or  support  it  ** The  letter,  however,  camu  ^ou  late  to  exercise  any  influence, 
as  the  Neufvilles  had  been  allowed  to  fail  six  days  before.  A 
general  failure  took  place,  eighteen  houses  immediately  stopped 
payment.  A  much  greater  number  in  Hamburg  immediately 
followed,  and  no  business  was  for  some  time  trausucted  but  for 

ready  money.    The  failures  wei-e  equally  genoml  in  many  others 

^ 
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of  the  chief  cities  of  Germany.  A  conspicuous  exannple  thnt 
credit  may  be  jast  as  easily  abused  under  a  metallic  currency, 
as  under  a  paper  one.  This  crisis  extended  to  England,  and 
Smith  says  that  the  Bank  made  adTanoee  to  merohanta  to  the 
amount  of  a  million 

77.  In  17Ci  the  Bank's  Charter  expired.  The  terms  of 
renewal  were  an  absolute  gift  of  £110,000  to  the  natioD,  and  a 
loan  of  £1,000,000  on  Exchequer  bills  for  two  jcara  at  3  per 
cent,  interest.  The  charter  was  then  renewed  on  these  terms  tiU 

twelve  montlis'  notice  after  Ist  August,  1786,  and  the  repaymeot] of  the  Government  debt 

78.  In  1772  the  fii^t  of  those  great  commercial  panics  t<x>k 
place,  in  which  the  Bank  was  called  upou  to  take  a  prominent 
pati  in  supporting  commercial  credit.  The  preceding  two  years 
had  been  distinguished  by  the  most  extravagant  overtradiog,! 
On  the  10th  June,  1772,  Heale  and  Co.,  Bankers,  in  Thread* 
needle  Street,  stopped  payment,  involTing  several  others.  Tha 
Bank  of  England  and  some  merchants  came  forward  to  anpposfc 
credit,  which  had  the  ai)i)carance  for  a  few  days  of  being  j 

sncoeBsful  i  but  in  ten  days'  time  a  general  crash  ensued*  The 
whole  city  was  in  cousternation  :  there  had  not  been  such  a  pro* 
spect  of  general  bankruptcy  since  the  South  Sea  scheme.  By 
the  measures  taken  the  panic  was  at  length  allayed,  but  tlia  i 

bankruptcies  of  that  year  amounted  to  the  unprecedented  Dmn- 
ber  of  525.  These  specnlations  had  been  general  througWut 
Europe,  and  iu  1778  the  crash  extended  to  Holland.  About  the 
begitining  of  the  year,  the  failures  of  that  country  were  of  so 
alarming  a  nature,  and  so  extensiTe  in  tlicir  infliienco  as  to 
threaten  a  mortal  blow  to  all  public  and  prirate  credit  Uifough* 
out  Europe.  They  were  caused  by  great  speculative  dealings  in 
trade,  as  well  as  in  the  public  funds  of  different  countries  and  ifaa  ̂  
loeses  were  estimated  at  £10|000,aOO 

79»    Dii  I        '     course  of  thi-  the  coina^  wsm  pr<H 
gressively    u-  ing,  and    a   <  l-    of   the  Uouic  of 
Commons  reported,  that  on  a  considerable  amount  of  the  |*oU  I 
i;oinage,  the  deficiency  was  about  1^  |ier  cent. ;  iu  the  ycsar  1774 



INDUSTRIAL  PROGRESS  IN  ENGLAND 
505 

ttie  great  re-coinago  was  ordered. 
lUnBtrates  this  deterioration— 

The  market  price  of  gold  well 

BEFORE  THE  BE-OOIKAOE 
Hftrket  Price  of  Gold 

Jnlj,         1718          £3  19  10 
Jwiottry,  17*il           ..         ..     3  18    e 

1730         ..  ..         *.     8  18  U 
1754         ..  ..         ,.     a  18    6 
1761           a  18  10 
1772           ..         ..     i    I    0 

AFTER  THE  BB-COINAQB 
Joiiaary,  1782                  ,.         ..  £3  17    0 

1790          3  17    6 

And  it  continued  at  this  rate  till  SeptL-mber,  1797 

80,  The  next  renewal  of  the  cliarter  was  in  1781,  when, 

upon  the  Baak*s  advancing  £2^000,000  at  3  per  cent,  interest 
for  three  years,  the  charter  was  renewed  tQl  twelve  months' 
notice  after  the  1st  August,  1812,  and  the  payment  of  the 
public  debt.  In  the  next  year  a  call  of  £8  per  cent  on  the 

capital  produced  £862,000,  and  the  paid-up  ciipital  of  the  Brink 
was  £11,642,400.  The  renewal  of  the  charter  five  years  l>cfore 
its  expiry  excited  very  keen  discussioa.  The  Mioistry,  however, 
eulogised  the  eminent  public  services  the  Bank  had  rendered  fur 
ninety  yeara,  and  warmly  deprecated  any  attempt  to  interfem 
with  lis  privileges.  They  carried  their  plan  by  a  majority 
of  109  to  SO*  Considering  that  the  Three  per  Cents^  were  then 
at  58,  the  offer  of  the  Bank  was  a  very  great  accommodation  to 
the  State 

81,  The  termination  of  the  Seven  YeaiV  War  took  place  in 
1703,  when  it  is  usually  said  that  this  nation  Ihially  took  that 
rank  in  the  scale  of  nations  which  she  at  present  holds.  After 
long  and  doubtful  contests,  in  which  victory  often  trembled  in 
the  balance,  the  star  of  England  triumphed  over  that  of  France, 
both  in  the  East  and  in  the  We^t.  Coiucidently  with  this,  the 
industrial  energies  and  mechanic^il  genius  of  the  nation  burst 
forth  with  unparalleled  splendour.  Previously  to  this  time, 

Great  Britain  was  probably  moi^  backward  in    ga^at   pubUo 

^Mk 
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works  than  any  State  ia  Ectmpe.  She  could  show  DothiBg  that 
codM  be  compared  with  the  great  French  and  Spanish  engincer- 
ing  works.  The  first  canal  m  France  preceded  the  first  oaoal 
in  England  by  150  years*  The  great  canal  of  Langaedoc  waa 
oompleted  npwarda  of  half  a  century  before  the  smallest  canal 
was  begnn  in  England,  And  Spain  had  preceded  France  by 
three  qnarters  of  a  century.  She  owes  the  canal  of  the  Ebro  to 
the  genius  of  Charles  V.  In  Italy,  Gerbert,  the  momLng  star  of 
modem  literature  and  science,  was  famous  for  Lis  hydraalio 
works  in  099.  And  those  of  Lombardy,  executed  in  the  eleventh 
century,  are  still  the  admiration  of  modern  engineers.  The  first 
Act  for  a  work  of  this  nature,  however  small,  in  England,  was 
passed  in  1755.  Facility,  quickness,  and  cheapness  of  transit 
arc  the  very  foundations  of  commercial  greatness.  Briudley,  the 
father  of  the  modern  commercial  greatness  of  England^  com* 
pleted  the  canal  from  Worsley  to  Manchester  ia  1762,  Itm 
was  as  prodigtoQS  a  stride  in  advance  of  the  age  as  the  opentog 
of  the  railway  from  Manchester  to  Liverpool  was  in  its  day,  T\w 
Buooess  of  this  was  triumphant.  Then  commenced  the  great 
era  of  canal  making.  Within  25  years  the  countij  was  oorcred 
with  a  network  of  canals  such  as  no  other  country  in  Europe, 

but  Holland,  can  boast.  Taking  into  consideration  the  compara* 
tlve  wealth  of  the  country  at  the  two  periods,  the  period  firom 

1770  to  1795  was  fully  as  wonderful  an  effort  in  caual-makiiig. 
OS  tlie  period  from  1830  to  1855  was  in  railway  making.  CoQ* 
currently  with  this  prodigioas  extension  of  the  facilities  of 
transport,  an  equal  extension  of  the  powers  of  production  took 
place.  It  would  almost  seem  like  a  disiiensation  uf  ProtidcDoa 
that  at  this  particular  period  such  au  extraordinary  outburst  of 
mechanical  genius  toc^k  place*  It  would  almost  seem  that  these 

thi-ce  men,  Brindley,  Arkwright,  and  Watt,  were  specially  raised 
up  by  Prondeuee  to  elaborate  those  miraculous  xesoua^t^,  which 
it  is  impossible  to  doubts  carried  this  country  triumphantly 
through  that  terrific  coutcst  which  was  then  just  about  to  bursi 

upon  the  world 

62.  It  wns  just  at  this  period  that  the  original  ain  of  tlie 
mono|K)Iy  of  the  Bank  of  England  began  to  tell  with  full  force 

upon  the  country.    Now  won:  the  seeds  of  future  ruin,  miaQC7» 
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and  desolation  sown  broadcast  throughout  the  land.  The  pro- 
digious development  of  all  these  industrial  works  demanded  & 

e^reat  extension  of  the  Currency  to  carry  them  on*  What  was 

n'qntred  was  to  have  banks  of  undoubted  wealth  and  solidity  to 
issue  such  a  CuiTeucy.  Bank  of  England  notes  had  no  circula- 

tion beyond  London.  Its  monopoly  prevented  any  other  great 
banks  being  formed,  either  in  London  or  the  country,  and  it 
would  not  extend  its  branches  into  the  country.  Scotlnnd  at 
bis  time  possessed  three  great  and  powerful  Joint  Stock  Banks, 
nd  it  was  just  at  this  period  that  they  began  successfully  to 

extend  their  branches  into  the  country.  England  required  to 
have  a  Currency,  and,  as  it  could  not  have  a  good  one,  it  had  a 
bad.  Multitudes  of  miserable  shopkeepers  in  the  c-ountry. 
grocers^  tailors,  drapers,  started  up  like  mushrooms  and  turned 
bankers,  and  issued  their  notes,  inundating  the  country  with 
their  miserable  rags.  Burke  said  that  when  he  came  to 
England  in  1750  there  were  not  twelve  bankers  out  of  London; 
in  1793  there  ̂ vere  nearly  400,  In  1775  an  Act  was  passed  to 
prohibit  bankers  issuing  notes  of  lees  than  20^.,  and  two 
years  afterwards  of  less  than  £5.  It  is  no  doubt  true,  that 
many  of  the  most  respectable  banking  firms  of  the  present  day 
also  took  their  rise  at  this  time,  but  they  were,  comparatively 
speaking,  few.  The  great  majority  were  such  as  we  have 
described  above 

83.  The  state  of  the  foreign  exchanges,  and  the  condition 
of  the  coinage  about  this  period,  offer  many  instructive  examples  of 
the  truth  of  the  principles  laid  down  in  the  chapter  on  Exchanges : 
but  we  shall  reserve  them  till  we  come  to  the  consideratioa  of 

the  Bullion  Beport^  when  they  will  be  Mly  discossed 

84,  In  1782  the  unhappy  war  with  America  was  fortunately 
terminated,  and  immediately  a  prodigious  extension  of  the  foreign 
commerce,  which  had  been  previously  unusually  restricted,  took 
place.  The  enormous  markets  thrown  open  to  the  merchants 
led  to  the  most  extravagant  overtrading,  which  was  greatly 
fostered  by  the  most  incautious  issues  from  the  Bank,  and  a 
very  alarming  drain  of  specie  from  the  Bank,  which  produced 
a  crisiSj  threatening  to  compel  them   to   stop  payment.      The 
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directors,  however,  considered  tbat  if  they  could  only  restrain 
tfieir  issuea  for  a  short  period,  the  rebnrna  in  specie  in  paymeul 
of  the  esporta  would  soon  set  in  in  a  more  rapid  manner  tbaii 

they  went  out.    They  determined,  therefore,  to  make  no  com*^ 
munication   to  the  Government,  hut  for  the  present  h  canirsrf 
their  issues  until  the  ExcnA:!iOES  tuened  m  their  pavouu-  I 

The  alarm  felt  by  the  Bank  was  greatest  ia  the  month  of  Mmy,  j 
1783.    They  then  refused  to  make  any  advances  to  Government] 
on  the  loan  of  that  year,  but  they  did  not  make  any  demand  loff  1 

payment  of  the  other  advances  to  Government,  which  were  theai 
between  nine  and  ten  millions.    They  continued  this  policy  up 
to  October,  when    at  length   the   drain   had  ceased  from   the 
country,  and   money  had  begun  to  flow  in  from  abroad.      At] 
length,  in  the  autumn,  when  the  favourable  signs  begnu  to  appear,  | 
they  advanced  freely  to  Government  on   the  loan,  alLhoogh  at 
that  time  the  cash  in  the  Bank  was  actually  lower  than  at  the 
time  when  they  felt  the  greatest  apprehensions.    It  woa  then 

reduced  to  £47*3,000 

86,  The  doctrine  then  stated  by  Mr,  Bosanqnet  that  gnidal , 
the  Directors  was  thii?— That  while  a  drain  of  specie  ia  going  on, 
their  issues  should  be  contracted  as  much  as  possiblei  hut  that  oa 
8oon  as  the  tide  had  g^iven  si^ns  of  ceasing,  and  turning  tho  > 
other  way,  it  was  then  safe  to  extend  their  issues  freely.  Thli 
was  the  policy  they  acted  upon,  and  it  was  entirely  suooetafnl, 
and  the  credit  of  the  Bank  was  saved 

86*    The  period  succeeding  the  American  war  was  ooe  of] 
great  apparent  prosperity  throoghout  Europe.  People  firmly 

believed  that  all  wars  were  come  to  an  end,  and  the  leign  of  * 
perpetual  peace  had  began.  The  fierce  enthusiasm  whEdi  bad 
distracted  Germany  for  so  many  years  with  religious  ware,  bad 
abated,  and  the  despotic  sovereigns  of  that  country,  witli  no 

apparent  objt*ct  of  terror,  had  become  sensibly  mikler  in  their 
administration*  The  press  had  attained  unwonted  fnxnlom.  To 
the  unobsorving  eye,  nothing  betokened  any  symptoms  of  dis* 

turlmnce  ;  and  the  writings  of. phi losu|>  .-d  tlie  beliiof 
Uiat  the  indefinite  progress  of  Imnuiu  i  u  as  &t  band. 
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Europe  was  at  last  roused  from  its  dream  of  eecarity  by  the  terrific 
progress  of  the  French  Revolation 

87.  Mr.  I'ooke  states,  frora  his  own  personal  recollection, 
that  there  had  been  an  enormous  and  undue  eiteuBton  of 

commercial  speculation,  not  only  in  the  internal  trade  and 
banking  of  this  country,  but  also  throughout  Europe  and  the 
United  States,  for  some  years  previous  to  1792,  The  amount  of 
bank  notes  in  circulation,  which  was  under  six  millions  in  1784, 

bad  increased  to  nearly  eleven  nallions  and  a  half  in  1792.  At 
lengthy  in  the  autumn  of  1792,  commercial  failures  began  both 
here  and  abroad,  as  well  as  in  America.  The  average 
of  bankruptcies  during  the  first  ten  months  had  been  50, 
in  November,  they  suddenly  rose  to  105.  This  unusual 
nnmbci  created  much  uneasiness,  but  they  diminished  greatly 
in  December,  In  January,  1793,  they  rose  again.  The 
French  Revolution  was  now  advancing  with  rapid  strides;  the 
King  had  been  a  prisoner  ever  since  the  10th  August.  In 
November  the  Convention  published  what  was  tantamount  to 
a  declaration  of  war  against  every  established  Government  in 
Europe.  Great  Britain  thought  it  time  to  arm.  The  militia 
were  called  out,  and  on  the  13th  Decemlier  Parliament  met,  and 
the  King  called  the  attention  of  the  Houses  to  the  increasing 
political  ferment  in  the  country,  which  had  shown  itself  in  act« 
of  riot  and  insurrection.  He  said  that  the  agitators  were 
evidently  acting  in  concert  with  persons  abroad,  and  that  it  was 
impossible  to  see^  without  the  most  serious  uneasiness,  the 
evident  intention  of  the  French  to  excite  disturbances  in  foreign 
countriee  wholly  contrary  to  the  law  of  nations.  Under  these 
circumstances  it  became  necessary  to  augment  the  military  and . 
naval  forces  of  the  country.  An  angry  correspondence  between 
the  Governments  inflamed  the  passions  of  both  nations,  and,  on 
the  execution  of  the  King,  the  British  Government  expelled  the 
French  Ambassador,  and  the  Convention  instantly  declared  war. 
The  declaration  of  war^  though  it  must  evidently  have  been 
foreseen,  gave  a  shock  to  credit,  which  was  already  staggering 
On  the  1 5th  February,  a  house  of  considerable  magnitude,  deep 
in  oom  speculations,  failed,  and  on  the  19th,  the  Bank  refused 
the  paper  of  Lane,  Son,  and  Fraser,  who  stopped  next  morning  to 
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the  amount  of  nearly  one  million,  tnTolving  a  great  number  of 
other  re»})ectable  houaet.  In  the  meanitmc,  the  panic  spread  to 
the  bankera.  It  began  at  Newcastle.  The  partners  in  the 
banks  at  Newcastle  were  opulent,  but  their  private  fortunefl  wens 
loLtked  up.  They  issued  note^  which  allowed  int<jre8t  to 
commence  at  some  months  after  date,  and  then  ihey  wore  pay. 
able  on  demaod  ;  when  the  nm  came  they  were  nnablc  to  realise, 

and  stopped  payment.  The  panic  immediately  spread  throngh- 
out  the  conntry.  It  was  computed  that  there  were  nearly  400 

I  country  Banks  at  that  time,  of  these  SCO  were  much  shaken, 
and  upwards  of  100  stopped  payments  The  Banks  of  Kxetcr  and 
the  West  of  Eugland  almost  alone  stood  their  ground.  They 

issued  notes  payable  at  20  days*  sight,  with  interest  commencing 
from  the  date  of  the  note,  and  ceasing  on  the  day  of 
acceptance.  The  best  contemporary  antliorities  are  unanimous 
in  attributing  this  terrible  disaster  t4.)  the  inordinate  multiplicat ton 

and  rt'ckless  operations  of  these  country ''bankers,"  whic!i  had 
ham  established  in  almost  every  town  and  even  village  in  the 
country 

88.  This  great  pressure  extended  to  the  London  bankere 
as  well  as  the  country  ones.  One  of  them  says  that  tljc  extra* 
onlinary  state  of  credit  had  obliged  every  person  connected  with 
trade  and  money  transactions^  to  gather  in  and  hnsbnnd  cYcry 
resource  to  meet  all  demands.  That  for  six  weeks  back  every 
man  of  money  and  resources  had  been  straining  every  nerve  to 
support  himself  and  immediate  friends^  and  could  not  give  that 
supiwrt  to  others  which  they  would  have  been  disjxjscd  to  do. 
Ad  these  circnmstances  naturally  produced  a  demand  on  the 
Bank  of  England  for  support  and  discounts.  But  the  Bank, 
being  thoroughly  alarmed,  resolved  to  contract  its  iK$ue«; 
bankruptcies  multiplied  with  frighttnl  rapidity.  The  Govern- 

ment urged  the  Bank  to  oome  forwaixl  and  support  credit,  bat 

they  resolutely  declined 

89,  Sir  Francis  Baring  greatly  blames  the  directoni  for 
their  conduct  on  this  oocasion.  He  says  thot  they  at  fint 
nccommodated  themselves  to  the  crisis,  but  their  iicrv^  oould  oot 
support  the  daily  demand  for  guinaaa,  and,  for  the  porpose  of 

I 
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eheoking  the  demand,  they  curtailed  their  discounts  to  a  point 
never  before  experieuced  ;  aad  that  if  they  determined  to  reduce 
their  issues,  it  should  have  been  gradual.  Their  determi&ation, 
and  the  extent  to  which  it  was  carried,  came  like  an  electric 
shock 

90.    He  says  that  there  are  thi*ee  different  causes  for  a  great 
demand  for  guineas — 

L    For  export 
2,  For  the  purpose  of  hoarding,  from  want  of  confidence 

in  the  Government,  and  in  the  circulating  paper 
3.  To  enable  country  banka  to  discharge  their  demands 

whilst  confidence  in  tbe  Government  and  in  the  bank  remained 
entire 

That  every  measure  ought  to  be  taken  to  pi'cvent  and 
mitigate  the  first  cause,  except  prohibition  and  bankniptcy. 
We  may  reserve  tbe  second  till  we  come  to  1797.  That  the 
third  ought  to  be  Tiewe<l,  not  with  indifference,  but  with  a 
dis|x»sition  to  spend  almost  their  last  guinea.  He  shows,  from 
the  state  of  the  exchanges,  that  it  was  quite  impossible  the 
guineas  could  have  left  the  country,  as  the  loss  on  exporting 
them  to  Amsterdam  was  £3  G5.  EiL,  and  to  Hamburg  £4  2s,  ijd. 

per  cent.,  and  it  was  notorious  that  lai-ge  quantities  of  gold  and 
silver  were  ooming  in  from  France.  The  cause  of  this 
was  the  continued  depreciation  of  the  Assignats^  Under 
these  circnmstancest,  ho  says  that  the  directors  acted  quite 
wrongly,  they  ought  to  have  seen  that  the  guineas  would  have 
very  soon  come  back  to  them,  and  that  they  ouglit,  in  fact, 
to  have,  followed  tbe  precedent  of  1783,  which  had  been  so 
snoceftsful 

91.  When  the  Bank  adopted  this  perverse  course,  universal 
failure  seemed  imminent*  Sir  John  Sinclair  remembt^'red  the 
precedent  of  1097,  when  Montague  had  sustained  public  credit 
by  an  issue  of  Exchequer  bills,  and  thought  that  a  similar  plan 
might  be  followed  in  this  crisis.  The  Minister  desired  him  to 
propose  a  scheme  for  the  purpose,  which  he  presented  on  the 
16th  April.  A  Committee  of  the  House  of  Commons  was  imme- 

diately appointed.     In  the  meantime,  a  director  of  the  Royal 
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Bank  of  Scotland  cnme  up  with  the  most  alarming  dowb  firom 
Sootlaod.    The  publio  banks  were  wholly  unable,  with  due  regard 
to  their  own  safety,  to  famish   the  aocomraodation  uecefiwy  t<i  < 
support  commercial  houses,  and  the  country  bankers.     That, 
unless    they  receiTed    immediate  assistanoe  from   Govern ment, 
general  failure  would  ensue.    Numerous  honse5»  who  were  per- 

fectly solvent,  must  fall,   unless   they   could  obtain  temporarf ! 
relief.    Mr.  Macdowall,  M.P.  for  Glasgow,  stated  that  the  com- 

mercial hoDBes  and  manufactories   there  were  in   the   greatoti 
distress  from  the  total  destruction  of  credit,    Tfmt  this  distraea  | 

arose  fi"om  the  refusal  of  the  Glasgow,  Paisley,  and  Greenock ; 
banks  to  discount,  as  their  notes  were  poured   in  upoa  IbeaaJ 
for  gold 

82,    The  Committee  reported  that  the  general  embamai-- 
ment  of  oommercial  credit  was  so  notorious  as  to  call  for  an 
unmediato    remedy,    without    much    examination.      That    the 
failures  which  had  taken  place  had  began  with  a  run  on  tho®e 
houses  that  issued  circalating  paper  without  sufficient  capital, 
but  had  extended  so  as  to  affect  many  houses  of  great  solidity, , 
and  possessed  of  funds  ultimately  much  more   than  safficieoi^ 
to    answer    all    demands    upon    them,    but    which    could    not 
convert  those  funds  into  money  in  time  to  meet   the  pressnn?. 

That  the  sudden  discredit  of  so  large  an  amount  of  bankers'  nates 
had  produced  a  most  inconvenient  deficiency  of  the  circulating , 
medium.    These  circumstances   had   caused   bankers  to  board' 
to   a   great   extent.    That    unless  a  circulating  medium    was 
provided,  a  general  stoppage  must  take  place.     That  they  had 
requested  a  number  of   the  most  eminent  merchanta  to  meet  I 
and  consider  a  plan  of  issuing  Exchequer  billa  to  a  oertttial 
amount,  under  proper  rcgttlatione,  who  had  unanimously  agraeij 
in  the  propriety  of  such  a  course^  as  the  beat  remedy  that  coaldl 
be  devised 

93.  The  Committee  recommended  that  Exchequer  bnii 
to  the  amount  of  £5,000,000  should  1-  -  1  under  the  ditto- 
tiona  of  a  board  of  commififiioners  ap|,  r  that  porpoM^,  in  I 
sums  of  £100,  £50,  and  £20^  and  under  pn«pcr  rrgalaiiofli^j 
Mer  oon&idemble  doubts  were  oxpreaBod  by  Mr.  Fox  aodlli^ 
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Grey,  as  to  the  policy  of  this  extraordmury  mciisnrt?.  whtoh  wr» 
nnknown  to  the  coostitatioa  aad  might  subrert  our  libertii;«t  tlio 
bill  passed 

04*  No  sDODcr  was  the  Act  passed  than  tho  Committee  let 

to  work.  A  Itfci-ge  sum  of  money,  £70,000,  was  sent  down  to 
Manchester  and  Glasgow  ou  the  Btrungth  of  tho  Exchequer 
bills,  which  were  not  yet  issued.  This  nuoxpected  »up|ily, 

coming  so  much  earlier  than  was  expected,  ofjt^nitfd  likt^  nia^no, 
and  had  a  greater  effect  iii  restoring  credit  thim  ten  tiujuft  Uio 
Bom  could  have  had  at  a  later  period 

96.  When  the  whole  business  was  concluded,  a  report  wan 
presented  to  the  Treasury.  It  stated  tlmt  i\w  knowltMl^jjo  Hmt 
the  loans  might  be  had  operated,  in  many  instances,  to  prevent 
them  being  required.  The  whole  number  of  applications  was 

SS2,  and  the  sum  applied  for  £5,855,^124,  of  which  2'*\B  were 
granted,  amoautiiig  to  £2,202,0()o  ;  4.^  for  gumn  tu  thti  atiiotmt 
of  £1,215,100  were  withdrawn,  and  49  rejected*  The  wholo 
gum  gulvanoed  was  repaid;  two  only  of  the  parties  aA^inted 

becaEne  hankrnpt^  all  the  others  were  ultiinat£'ly  solvent,  and 
ia  numy  toBtaiioes  poneaicd  of  ganit  proiicrty.  A  considemlila 
part  of  the  mm,  waa  repaid  before  it  waj«  due,  and  all  tho  rest 
with  tlie  oliDOit  pmctaality>  So  much  scmpulotii  care  wai 
takaa  to  utterfa  tecreqr  as  to  tJia  namai  of  tb<  appliaiflliy 
tliat  IherAefe  noi  known  u>  thU  boor  eicqit  to  tiia  0<»iii- 
mwaianrti  aad  tbetr  own  aimtict^  Aft«r  all  aipuM  nem 
piU,  tht  tnmmAm  left  a  deer  pfofii  to  Uie  Qmmummi^  af 

orflaltatlH^aol 
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argnment  to  show  the  mistaken  policy  of  the  Bank,    The  potilc  | 
was  at  length  happily  stayed.     The  failures,  np  to  July,  hiid  been 
982,  in  the  remaining  five  months  they  were  reduced  to  37t.| 
The  gold  continued  to  flow  inland  in  the  last  six  months  of  1793» 
and  daring  the  two  following  years,  money  became  as  plentiful  as 
in  time  of  peace^  and  4  per  cenU  interest  conld  scarcely  be  got 

97.  All  contemporary  writera  bear  witness  to  the  wonderful 
Buocees  of  this  expedient.  After  careful  deliberation,  the  Bullion 
Eeport  warmly  approved  of  it,  censured  the  proceedings  of  the 
Bank  of  England,  and  especially  cite  it  as  aa  illustration  of  a 
principle  which  they  laid  down,  that  an  enlarged  accommodatioa . 
18  the  true  remedy  for  that  occasional  failure  of  confidence  in  thai 

country  districts  to  which  our  system  of  paper  credit  is  unaYoid- 
ably  exposed 

98.  Notwithstanding  all  this  weight  of  testimony  io  fiiron 
of  the  happy  effects  of  this  measure,  some  rigid  doctrioatr 
afterwards  condemned  the  proceedings  as  a  violation  of  the  tma 
principles  of  Political  Economy.    Even  pomo  who  helped  to  deriaJ 
it  changed  their  opinion  allerwards  upon  the  subject.    Tbu»,  T 
Sidmouth,  in  1811,  observed  that  he  was,  upon  oongideratioa^ 
inclined  to  doubt  of  its  wisdom  and  policy.     Lord  Oronville  abo 
said,  that  from  experience  and  reflection  he  was  ooniinccd  thil 

measure  was  founded  on  wrong  policy  ;  ns  one  of  thoiie  who  weti^l 

concerned  in  the  measure,  he  was  perfectly  ready  to'' avow  hia] 
error,  for  he  was  perfectly  satisfied  in  his  own  mind  that  it 
unwise  and  impolitio 

99»    It  appears  to  us  that  the  reply  to  these  objectionfl  is 
short  and  simple.     In  the  first  place,  if  it  were  a  violation  of  th#j 
true  principles  of  Economics  Jt  immediately  resolves  itself  into  J 
question  of  loss  of  capital,     It  is  quite  easy  to  show  that  aD  ] 
errors  in  Economics  are  destructive  of  capital.    They  may  bi^ 
estimated  in  money.    Was  this  measure  a  pecuniary  loss  to  ibe 
country  ?    But  what  would  have  been  the  loss  to  the  oonniry  If  J 
it  had  uot  been  adopted  ?    Who  can  estimate  the  diutractfea 
of  wipitJil  that  would  have  ensued  in  the  general  wiwk  of  pahlu 
credit  ?    It  might  have  endangered  the  safety  of  the  Slate* 
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there  are  other  arguments  which  appear  to  us  to  be  conclusire  as 
to  its  propriety.  The  general  loss  of  credit  was  chiefly  caused  bj 
a  thorough  want  of  confidence  in  the  Currency  of  the  country. 
The  miserable  notes  of  the  majority  of  bankers  were  utterly 
blown  upon.  The  great  desideratum  was  a  sound  Currency, 
Now,  what  was  it  that  caused  such  an  unsafe  Currency  to  be  in 
circulation  ?  It  was  nothing  but  the  unjustifiable  monopoly  of 
the  Bank  of  England.  It  was  this  monopoly,  whicli  was  itself 
the  most  flagrant  violation  of  the  true  principles  of  Economies, 
which  caused  the  bad  character  of  the  CuiTenoy.  Consequently, 

the  measure  of  the  Government  in  providing  a  Om'rency  in  which 
people  would  have  confidence,  waa  merely  a  correction  of  the 
error  which  had  produced  these  deplorable  results.  An  unde- 

sirable one,  it  may  be,  but  yet  no  better  one  was  possible  under 
the  circumstanoea 

100.  It  was  about  this  period,  though  we  have  not  been 
able  to  ase-ertaia  the  exact  date,  nor  is  it  at  all  material,  that 
London  bankera  discontinued  the  issue  of  their  own  Promisaoiy 
Notes,  and  confined  themselves  exclosivoly  to  paying  the  Cash 
Notes,  or  Cheques,  of  their  customers  drawn  upon  themselves. 
From  this  period  London  bankers  entirely  ceased  to  issue  Notes, 
though  they  were  never  forbidden  to  do  so  until  the  Bank  Charter 

Act  of  1844.  The  public  notions  about  ̂ *  banking,*'  as  we  have 
teen,  were  so  exclusively  directed  to  issuing  Notes  that,  when 
Parliament  intended  to  confer  a  monopoly  on  the  Bank  of  Eng- 

land, it  considered  it  sufficient  to  forbid  any  Bank  of  more  than 
six  partners  from  issuing  Notes ;  and  for  a  very  considerable  time 
it  did  have  that  effect.  But  when  London  bankers  discovered 

that  they  could  perfectly  well  carry  on  their  business  without 
issuing  Notes,  there  was,  of  course,  nothing  to  prevent  a  Joint 
Stock  Bank  from  carrying  on  business  by  the  same  method  By 
a  fortunate  accident,  the  opportimity  which  this  method  afforded 
of  circumventing  the  monopoly  of  the  Bank,  was  not  discovered 
till  many  years  afterwards.  If  it  had  been,  there  cannot  be  a 
doubt  but  that  Pari  lament  would  have  put  it  down  very  quickly. 
When  it  wrtfi  discovcre<l,  the  uge  of  such  monoix*lies  had  passed 
away^  and  the  do  maud  of  the  Bank  to  have  it  provided  againist 
was  refused 

■SMfii 
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101,  Sir  Francis  Baring  and  Mr,  Tooke  both  agree  in  paying 
that  nothing  could  be  more  satisfactory  than  the  financiiil  con<ilf  ion 
of  the  country  during  1794  and  part  of  1795.  Both  agreo  that 
the  circumstances  of  t!ie  embarraasraents^  which  led  to  tha 

catastrophe  of  1797,  began  in  the  latter  part  of  the  year  17i>M 
Mr.  Tooke  places  the  commencement  rather  earlier  than  Sir  F. 
Baring.  He  states  that  the  winter  of  1704r-l»5  was  one  of  the 
severest  on  record,  and  that,  in  the  spring  or  summer  of  1795, 
apprehensions  began  to  be  felt  for  the  growing  crops.  The  prices 
of  all  sorts  of  corn  advanced  rapidly.  Tbe  spring  of  1795  was 
very  cold  and  backward,  the  summer  wet  and  Btormy,  and  the 
harvest  unusually  late.  Under  these  circamstances,  wheat,  which 

was  at  55«*  in  January,  n^ached  108s.  in  August,  Tbe  same 
scarcity  was  general  throughout  Europe  and  America.  France 

was  in  a  still  w^orse  position  than  England^  and  the  Government, 
still  further  to  embarrass  her  and  afford  rehef  to  this  cottotry, 
seized  all  neutral  vessels  laden  with  corn,  bound  for  France ;  it 

also  employed  agents  to  buy  corn  in  tfie  Baltic  ports,  where  \u 

price  had  akeady  been  raised  gi^eatly,  in  conscqaenoe  of  huge 
purchases  on  account  of  the  French  Qovernmenfc 

102.  Sir  Francis  Baring  also  states  (p.  45),  that  the  metli 
in  which  the  Government  contracted  the  loan  that  year  tende 
much  to  aggravate  the  evil.     He  says  that,  in  former  wara^  it  hud 
been  usual  for  the  Government  to  contract  with  none  hut  tliQ 

most  respectable  monied  men,  who  had  the  nndt^ubtcd  power 
fulAl  their  engagements.     On  this  occasion,  Iho  Minister  con* 
Iracted  with  men  who  did  not  possess  those  powers,  and  in  ord^ 
to  make  good  their  paymeuti*,  they  were  obliged  to  have  reconr 
to  o|)erations  on  foreign  places,  which  deranged  the  exchange 

and  had  a  still  greater  effect  in  raising  the  r^"  "^  *nterti«t  m^ 
this  country 

These  causes  alone  were  sufficient  to  cren ' 
hut,  though  tliey  would  have  been  iuconvit  ould  hav 
been  nothing  to  create  alarm  in  them.    They  were,  however, 
og^avated  and  intensified  by  other  circumstances  whidi  we  mu 
DOW  relate 

103*    The  enormous  abusea  which  might  be  p^rpetnlcd  bf^ 
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an  unscrupulous  Governmcut,  and  the  dangerous  power  xvhicb 
so  potent  an  engine  as  the  Bank  of  England  would  confer  upon 
tliem,  had  been  clearly  foreseen  by  its  antagonists  at  the  time  of 
its  foundation,  and  had  inspired  them  with  a  well  grounded 
jealousy.  AVe  have  seen  that  stringent  precautions  were  taken 
in  the  first  Act  of  1G95  to  prevent  the  Bank  making  any  advances 
to  Government  without  the  express  permission  of  ParHameut,  It 
had  been  the  custom,  however,  time  out  of  mind,  to  advance 
for  the  amount  of  such  Treasury  bills  of  exchange,  as  were 
made  payable  at  the  Bank,  U)  t!ie  amount  of  £20,000  or  £30,000, 
when  it  was  usual  for  the  Treasury  to  send  down  orders  to  set 
off  such  advances  against  the  accounts  to  which  they  properly 
belonged*  If  ever  these  advances  reached  £50,000,  it  was  a 
subject  of  complaint.  In  the  American  war  these  limits  had 
been  much  exceeded,  and  sometimes  reached  £150,000.  Mr. 
Bosanquet  was  Governor  of  the  Bank  in  1793,  and  the  legality 
of  such  proceedings  excited  grave  doubts  in  his  mind,  and,  after 
consulting  with  his  brother  Directors,  they  agreed  that  it  was 
a  serious  question  whether  the  peualties  provided  in  the  Act 
did  not  extend  to  such  transactions.  They,  therefore,  thought 
it  would  be  expedient  to  apply  to  the  Government,  to  obtain 
an  Act  of  Indemnity,  to  relieve  them  from  any  penalties  they 

might  have  incurred,  and  to  f»ennit  such  transactions  to  a  limited 
amount*  Mr.  Bosanquet,  who  conducted  the  negotiation  with 
Mr.  Pitt,  expressly  says  that  Mr.  Pitt  proposed  to  bring  in  a 
clause  which  should  indemnify  the  Directors  to  advance  to  a 

Umited  amount.  He  says,  that  it  w^as  originally  intended  that 
the  penalty  should  be  taken  off  only  in  case  the  advance  on 
Treasury  bills  should  be  restrained  within  a  Umited  sum.  This 
limited  amount  was  intended  to  be  fixed  at  £50,000  or  £100,000, 
Mr.  Bosanquet,  however,  then  went  out  of  office,  and  was  unable 
further  to  attend  to  the  negotiation.  Mr.  Pitt  was  much  too 
keen  not  to  see  at  once  the  enormous  facilities  Government  would 

obtain  if  this  Act  were  parsed.  Accordingly,  he  pressed  it  quickly 

through  Parliament^  but  he  took  cai*e  to  omit  any  clause  of  limitii- 
tion  (Statute  1793,  c,  32),  Never  had  such  a  formidable  engine 
been  placed  in  the  hands  of  a  Minister.  He  was  now  armed  with 
an  unbounded  power  of  drawing  upon  the  Bank,  with  nothing 
to  restrain  him,  unless  the  Directors  should  take  the  audacious 
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step  of  dishonouring  his  bills.  The  Bank,  henceforth,  was  almost 
entirely  at  his  mercy,  and  then  he  plunged  headlong  into  that 
reckless  career  of  scattering  English  gold  broadcast  over  Europe 

104.  No  sooner  had  Mr.  Pitt  surreptitiously  obtained  this 
power  over  the  Bank,  than  he  s^t  all  bounds  of  moderation  at 
defiance,  and,  sure  of  being  able  to  command  unlimited  supplies 
at  home,  he  proceeded  to  send  over  enormous  amounts  of  specie 
to  foreign  powers.  In  1793  the  subsidy  and  sums  paid  to  foreign 
emigrants  amounted  to  £701,475.  In  1794  the  foreign  subsidies 
were  £2,641,053  ;  in  1795  they  amounted  to  £6,268,140.  Thus, 
in  three  years,  the  sums  sent  abroad  amounted  to  upwards  of 
nine  millions  and  a  half.  These,  however,  were  not  the  totals 
of  the  specie  sent  abroad  on  other  accounts.  In  1793  it  was 
£2,715,232 ;  in  1794,  £8,835,592 ;  in  1795,  £11,040,236.  These 
great  remittances  had  the  inevitable  effect  of  making  the  foreign 
exchanges  adverse,  and  excited  the  greatest  alami  in  the  Bank 
parlour.  At  the  same  time  that  this  great  drain  of  specie  was 
going  on,  the  Treasury  bills  increased  to  an  unprecedented 
amount,  and  the  demands  for  accommodation  from  the  com- 

mercial world  were  equally  pressing.  Nothing  could  be  more 
unpleasant  than  the  situation  of  the  Directors,  placed  between 
these  powerful  parties  contending  for  accommodation,  which  it  was 
daily  becoming  less  in  their  power  to  give.  So  early  as  the  11th 
December,  1794,  the  Directors  foresaw  the  ensuing  pressure,  and 
made  representations  to  Mr.  Pitt.  In  January,  1795,  it  became 
necessary  to  adopt  a  firmer  attitude,  and  on  the  15th  they  passed 
a  resolution,  that  with  a  foreign  loan  of  six  millions,  and  a  home 
one  of  eighteen  millions  about  to  be  raised,  the  Chancellor  of  the 
Exchequer  must  be  requested  to  make  his  financial  arrangements 
for  the  year  without  requiring  further  assistance  from  them  ;  and» 
more  particularly,  that  they  could  not  allow  the  advances  on 
Treasury  bills  at  any  one  time  to  exceed  £500,000.  Mr.  Pitt 
promised  to  reduce  them  to  that  amount  by  payments  out  of  the 
first  loan 

106.  He,  however,  paid  little  regard  to  these  remonstrances ; 
and,  on  the  16th  April,  they  were  compelled  to  remind  him  that 
he  had  not  kept  his  promise  that  the  sum  should  be  ledoced. 
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They  told  him  that  they  had  come  tu  a  resolptkm  that  tliej 
would  not,  iu  future,  permit  the  advances  to  exceed  the  stipulated 
eum,  Mr.  Pitt  pretended  he  h^  forgotten  the  circumstance  in 
the  multiplicity  of  business,  and  promised  that  the  sum  should 
be  immediately  paid.  Nevertheless,  no  reduction  took  place  in 
the  amount ;  another  remonstrance  was  equally  ineffectual,  and, 
on  the  30th  Jnly,  the  Directors  informtjd  him  that  they  intended, 
ftfttT  a  certain  day,  to  give  orders  to  their  cashiers  to  refuse  pay- 

ment of  all  bills,  when  the  amount  exceeded  £500,000.  Mr.  Pitt 
was  not  prepared  to  comply  with  the  request,  and  on  the  Uth 
August  he  applied  to  them  for  another  advance  of  two  millions 
and  a  half,  bat  they  refused  to  take  his  letter  into  consideration 
until  he  hud  made  satisfactory  arrangements  with  them  for  tlie 

repayment  of  the  other  advances.  After  some  farther  communi- 
cations, they  agreed  to  the  loan  for  £2^000^000 

106,  The  Act  of  Mr.  Pitt  liad,  in  fact,  deprived  the  Di- 
rectors  of  all  control  over  the  Bank.  The  foreign  exchanges 
began  to  fall  rapidly  towards  the  end  of  1794,  and  in  May,  lldb. 
had  reached  such  a  depression  as  to  make  it  profitable  to  export 
bullion,  and  this  circumstance,  as  well  as  the  knowledge  that 
several  foreign  loans  were  in  progress,  should  have  warned  the 
Directors  of  the  necessity  of  contracting  their  issues ;  such  was 

the  course  laid  down  by  the  Directors  in  1783.  Instead  of  that,  ' 
their  issues  were  greatly  extended.  In  the  qiiarter  from  January 
to  March,  1795,  they  stood  higher  than  they  had  ever  done 
before,  though  we  must,  in  common  fairness^  acquit  the  Directors 
of  the  whole  blame.  The  amount  of  their  issues  in  August,  1794, 
was  little  more  than  ten  millions;  in  February,  1795,  it  had 
increased  to  fourteen  millions,  but  this  was  chiefly  caused  by  the 

bills  wliich  wei'e  drawn  on  the  Treasury  on  behalf  of  foreign 
Governments,  which  were  made  payable  at  the  Bank.  The 
Directors  had  then  to  choose  between  endangering  their  own 

Bafety,  or  declaring  the  Gk)vemment  bankrupt 

107.  All  these  concurrent  causes  which  we  have  detailed, 

began  to  produce  their  full  effects  in  the  autumn  of  1795.  The 
drain  commenced  in  September,  and  proceeded  with  alarming 

rapidity.    On  the  8th  October,  the  Bank  made  a  formal  com* 
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manication  to  Government,  that  it  excited  such  serious  u[>j>itbeii- 
sioas  in  their  minds,  that  they  felt  it  an  absolute  necessity  that 
the  advances  to  the  Government  must  be  dlminifihed*  They 

reminded  him  of  the  warning  they  had  g^iven  in  the  be  ' 
of  the  year  as  to  the  danger  of  the  foreign  loans,  wlii 
been  fully  verified,  and  that  numerona  other  imymenta  mnst 
shortly  be  provided  for.  That  the  market  price  of  gold  was 
then  £4  4^.  per  ounce.  Under  these  circamstauces,  the  Bank 
could  letid  no  further  assistance  to  the  Government  On  tlie 

23rd  of  the  same  month,  the  Directors  having  heard  ramoaw  of 
a  new  loan^  waited  on  Mr.  Pitt,  who  professed  that  he  had  not, 
at  present,  the  most  distant  idea  of  one.  On  the  18th  November, 
the  Governor  informed  lilr.  Pitt  that  the  drain  continued  vvitU 

unabated  severity,  and  that  the  market  price  of  gold  was  £4  2*, 
per  ounce,  and  said  tliat  rumours  were  in  circulation  that  another 

loan  was  intended,  notwithstanding  Mr,  Pitt's  denial  of  it  so 
lately,  Mr.  Pitt  said  that  since  their  Uiat  interview  the  successes 
of  the  Austrians  had  been  so  great  against  the  Freneli,  thiit  he 
was  of  opinion  that  it  would  highly  conduce  to  the  eommon 

cause  to  aid  them  with  another  loan^  not  eioe-edf  '  '^^0,000; 
but,  he  added,  that  if  such  a  course  would  be  h  s  to  the 
Bank,  every  other  consideratiou  sliould  be  overlooked^  and  tha 
loan  abandoned 

108.  Parliament  met  on  the  29th  October,  in  the  midifc  < 
of  great  public  excitement  and  dissatisfaction.  The  King  wi 
saluted  with  loud  hootings  and  groanings,  and  volleys  of  itouiei 
were  flung  at  his  carriage,  as  he  went  to  open  the  EksstOQ.  Tho 
Speech  said  that  he  had  observed  for  some  time  past,  with  the 
greatest  anxiety,  the  very  high  price  of  grain,  and  that  this  anxiety 
was  much  increased  by  the  deficiency  of  the  harvcat  that  year, 
A  Committee  of  the  llouse  of  Commons  was  immediately  afWr* 
wards  appointed  to  consider  the  high  price  of  coris.  Im 
December,  the  House  came  to  strong  resolnttons  as  to  the 
neoessitj  of  diminishing  the  consumption  of  whrat  as  much 
m  possible,  and  the  members  of  both  Honaaf  ssfgned  an 
engagement  to  diminish  the  quantity  by  at  least  oae*tbird,  and  to 
use  their  lufluenco  to  persuade  othci^  to  do  the  same  ;  and  an  Ad 
wai  pQMed  oiTeriug  heavy  bounties  fur  the  importatioa  of  com 
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109.  This  project  of  a  loan  going  on,  and  being  now 
proposed  to  be  £3,000,0001  tlie  Court  of  Directors,  after  a 
rery  solemn  deliberation,  on  the  3rd  December,  came  to  the 
unanimoua  resolution  that,  if  the  loan  proceeded,  they  hnd 
the  most  cogent  reasons  to  apprehend  very  momentous  and 
filanning  conseqnenc<:?3  from  the  actual  effects  of  the  la^t  loan, 
and  the  continued  drain  of  specie  and  bullion.  In  answer  to 
this  representation,  ̂ Ir.  Pitt  solemnly  promised  them  that  he 
should  lay  aside  all  thought  of  it,  unless  the  situation  of  the 
Bank  should  so  alter  as  to  render  such  a  loan  of  no  importance 
U)  them 

110.  The  directors  at  hist  found  that  it  was  absolutely 
necessary  to  choose  between  making  the  Government  Imnkrupt, 
and  taking  stringent  measures  to  restrict  their  accommodation  to 
the  merchants.  They  resolved  to  fix  beforehand  the  amount  of 
advances  they  could  make  day  by  day,  and  gave  notice  that,  if 

the  application  on  any  day  exceeded  the  stira  so  resolved  to  be 

advaucetl,  a  pro  raid  proportion  of  each  applicant's  bill  should  be 
returned  without  regard  to  the  respectability  of  the  party  or  the 
solidity  of  the  bills. 

111.  As  matters  continued  to  get  worse,  the  directors  had 
eral  communications  with  Mr.  Pitt  in  January  and  February, 

1790,  but  the  project  of  the  foreign  loan  being  much  dwelt  upon 
with  great  earnestness  by  Mr.  Pitt,  on  the  11th  February  they 
came  to  a  resolution  which  was  communicated  to  him  tha  same 

day — **That  it  is  the  opinion  of  the  Court,  founded  upon  ita 
experience  of  the  effecta  of  the  late  Imperial  loan,  that  if  any 
further  loan  or  advance  of  money  to  the  Emperor,  or  other 
foreign  State,  should,  in  the  present  stat^i  of  affaira,  take  place, 
it  will  in  all  probability  prove  fatal  to  the  Bank  of  England 

**  The  Court  of  Directors  do  therefore  most  earnestly  deprecate 
the  adoption  of  any  such  measure,  and  they  solemnly  protest 
against  any  responsibility  for  the  calamitous  consequences  that 

may  follow  thereupon  " 
M>.  Pitt  replied,  that  after  the  repeated  promises  he 

had    made    that    no    further    loan    should    be    made    without 



522     THEORT  AND  PRACTICE  OF  BANKING 

commuaicaLion  with  the  Bank|  and  a  coosfderatiou  of  thcirJ 

circQEDstaoceay  be  saw  no  occiision  for  the^  ttesolutioog,  and  tliiit| 
he  should  regard  them  as  haTiBg  been  made  in  a  mameut  of  Deed<^| 
lees  alarm 

112,  We  have  already  seen,  from  Mr.  Pitt's  c-  tbtj afhir  of  the  clanse  relating  to  the  adviiaoc  tyii  Treast:^  ,  thaii 
he  was  aot  bound  by  aay  very  SGraptiloos  aotions  of  hoounr. 

Oa  thk  occasion  he  departed  still  further  from  tin  '  :'.Uh,^ 
for,  notwithstanding  all  his  solemn  promises,  so  f  r 
emphatically  made,  the  Director:*  discorered  that  remittan 

were  stiU  coatinaing  to  be  clandestinely  made.  In  several  inter- ' views  with  him,  the  Governor  of  the  Bank  stated  that  he 

apprehended  these  remittances  were  being  made,  but  Mr.  PiitJ 
did  not  offer  any  explanation,  and  it  was  afterwards  aecertained] 
that  they  were  going  on 

113,  Under  the  inflQeoce  of  all  these  combined  dmins  of 

epecie,  the  exchanges  with  Hamburg  were  in  a  state  of  extr 

depression  during  the  first  tliree  months  of  1796.    Sir  F.  Daring '^ 
shows  that  daring  January  the  profit  was  £7   lOi,  per  o&oL ; 
during   February,  £6  10*,  ;  and  during  March,  £H  7«,  M.  iftJ 
transmittnig  gold  to  that  place.    At  length  the  scveml  dnunii 
began  to  dimmish.    An  abundant  supply  of  com  was  obtained. 
The  continued  contraction  of  the  Bank  issneSy  and  the  i 
of  the  transmi:3sioti  of  specie  caused  the  exchanges  to 
favourable  aspect  in  the  beginning  of  Aprils  and  it  coutijiaed 
steadily  to  increase  till  February,  17D7 

114,  The  stringent    measures    adopted    by    the   Basak 
contract  its  issues,  caused  much  complaint  amongst  mertniittlt^ 
men,  and  a  meeting  of  bankers  and  merchants  was  held  at  tha 
London  Tavern,   on  the    2nd    April,    who    reeolved,  that 

alarming  scarcity  of  money  existed  in  the  City  of  Loudon,  which^ 
was  canseil  chiefly,  if  not  entirely,  by  an  increase  in  tim  < 
of  the  country,  and  the  great  diminution  of  mercantile  discoanw 
by  the  Bank,    They  resolved  that  if  means  ooald  bi  fbttiid 
augment  the  circulating  medium,  without  infringing  the  tiriri* 
leges  of  the  Bank  of  England^  so  as  to  re«toro  tba  Amotini  to j 
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what  it  was  before  the  contraction  of  discoontSy  it  was  the  duty 
of  every  friend  to  trade  to  give  sach  a  plan  the  most  earnest 
support,  Tbe  meeting  appointed  a  committee  to  prepare  a  plan 
for  Buch  a  puipose.  Mr.  Bojd  drew  up  a  long  report  on  behalf 

of  tbe  Committee,  which  proposed  that  a  Board  of  twenty-five 
members  shonld  be  appointed  by  Parliament,  who  should  be 
anthorised  to  issne  promiBSory  notes,  payable  at  aix  months  after 
date,  bearing  interest  at  l{d.  per  £100  per  day,  upon  receiving 
the  Talne  in  gold  and  silver,  Bank  of  England  notes,  or  in  Bills 
of  Exchange  having  not  more  than  three  months  to  run.  The 
Committee  had  an  interview  with  tlie  Chancellor  of  the  Exchequer 
on  the  subject,  and  he  informed  them  that  the  directors  of 
the  Bank  had  proposed,  as  a  remedy,  that  the  floating  debt 
shonld  bo  funded,  which  plan  he  determined  to  try  before 
adopting  their  plan.  This  was  accordingly  done,  but  it  produced 
no  relief 

115.  Mr.  Pitt  had  never  fulfilled  his  promise,  so  often 
repeated  to  the  directors,  that  the  advances  ou  Treasury  bills 
should  be  reduced  to  £500,000 :  on  the  14th  June,  179C,  they 
stood  at  £1,232,040.  At  the  end  of  July  he  sent  an  earnest 
request  to  have  £800,000  at  once,  and  a  similar  sum  in  August. 
They  were  induced  to  consent  to  the  first,  but  refused  the 
second  advance.  Mr*  Pitt  said  that  the  first  advance  without 

the  second  would  be  of  no  use  to  him,  and  begged  them  to 
reconsider  their  decision.  The  directors,  thus  pressed,  were 
driven  to  assent  to  it,  but  they  accompanied  it  with  a  most 
serioas  and  solemn  remonstrance,  which  they  desired  should  be 
laid  before  the  Cabinet.  They  said  that  nothing  under  present 
circumstances  could  induce  them  to  comply  with  the  demand, 
eroept  the  dread  of  a  worse  evil  following  the  refusal,  and  they 
eaid  that  this  advance  would  incapacitate  them  from  gnmtrng 
any  further  assistance  during  the  year.  They  closed  their 
remonstrance  by  saying — 

"  They  likewise  consent  to  this  measure  in  a  firm  reliance 
that  the  repeated  promises  so  frequently  made  to  them,  that  the 
advances  on  the  Treasury  bills  should  be  completely  done  away, 
may  be  actually  fulfilled  at  the  next  meeting  of  Parliament,  and 
the  necessary  arrangements  taken  to  prevent  the  same  from  ever 
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happeoing  again,  as  they  conoeire  it  to  bo  an  uncon    '^   ''     il 
mode  of  mining   money,  wiiat  they  are  not  warrantt^^  r 

charter  to  conaeut  to,  and  aa  advance  always  eitt^mely  incoa* 

venient  to  themselves" 
However,  in  November,  Mr.  Pitt  made  a  fre«h  demand  en 

them  for  £2,750,000  on  the  security  of  the  Land  and  Malt 
Taxes  of  17i>7,  which  was  granted  on  conditiuu  that  the 

advances  on  Treasury  bills^  amounting  to  £1,613^3^5,  weie  paid 
out  of  it 

116.  Mr.  Pitt  took  the  money,  but  never  paid  off  the  bilk 

The  directoi's  again  sent  on  the  1st  February,  1797»  to  dciimnd 
payment  of  them,  as  they  then  amounted  to  ̂ l^^^iyG^d^j  and 
would  in  a  few  days  be  increased  by  nearly  £S0O»000  mora. 

Mr.  Pitt  made  many  excuses  for  the  non-payment,  and 
promised  to  mako  an  endeavour  to  do  so,  but  he  dropped 

a  hint  that  another  lai*ge  sam  of  bills  had  come  in  from  St. 
Domingo.  Upon  being  pressed  a3  to  the  amount,  he  eatd 
that  it  was  about  £700,000.  The  Governor  cxpresded  the 

greatest  apprehensions,  and  begged  him  t  >  delay  the  acceptanoo 
as  long  as  hu  could.  Mr.  Pitt  then  hinted  that  he  should  want  % 
large  sum  fur  Ireland,  which  he  said  would  be  about  £:fOO,OO0L 
The  Governor  assured  him  that  the  drain  of  caish  had  bien 

continuous  and  severe  of  late^  and  that  aneli  a  demand  wocdd  \m 

very  dangerous 

U7,  The  enormous  failures  of  the  country  bunken  fit 

1793^  had  been  followed  by  a  permanent  diminuliou  of  the  ianics 

of  country  banks  to  a  prodigious  extent.  Mr.  Henry  Tbomtoiiy 
after  instituting  extensive  inquiries  in  diifcrent  parta  of  the 

country,  stated,  aa  the  result,  that  the  country  bunk  notes 

reduced  by  at  least  one-half,  and  that  tho  wanta  of  eon 
had  avti^ed  a  very  large  quantity  of  gdneaa  to  be  diftim 

the  coimtry  to  supply  their  place.  MeantiQie»  aa  we  ha?a 
already  observed,  although  the  foreign  exehiinges  bad  Immoim 
favouruble,  the  Bank  still  continned  to  adhere,  witli  the  utmost 

•cvcrity,  to  its  policy  of  restriction  tlmiughout  tho  autumn  uf 

17U(1|  and  during  the  last  tha^o  months  they  v,  lighidE 
U«aii  tUe|  had  b«en  in  17^2,  with  an  amount  uf  e  mitnf 
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times  larger  than  in  that  year.  Commercial  payments  required 
to  be  made  in  some  medicin  in  which  the  public  had  confidence. 
Ab  the  pnblic  could  not  get  notes,  they  made  a  etea'ly  and 
continnous  demand  for  guineas.  The  bullion  in  the  Bunk  in 
March,  1726,  waa  £2,972,000  ;  in  September,  £2,532,004  ;  and 
in  December^  £2,508^000,  when  a  drain  set  in  more  severely 
than  ever 

: 

118,  At  this  period  the  political  situation  of  the  country 
was  in  the  most  gloomy  condition.  The  war-hko  combinations 
of  Mr.  Pitt  had  totally  failed,  and  all  Europe  was  now  smarting 
under  the  couscqccuccs  of  their  suicidal  policy  in  meddling  with 
the  French  Ropublic.  Mr.  Burke  had  pronounced,  in  171)0, 

that  France  was,  in  a  political  Hght,  expnDg»:'d  from  the  system 
of  Eoropo ;  that  it  was  doubtful  whether  she  would  ever  appear 
in  it  agaii).  That  Oallos  qiwqite  in  hellh  floruhse  atuUvimm 
would  possihly  be  the  language  of  the  next  generation.  So 
mnch  for  political  prophecy  1  That  country,  which  had  been 
supposed  to  offer  so  easy  a  prey  to  surrouDding  nations,  and 
whose  epitaph  Mr.  Borke  had  suggested,  was  now  the  most 
powerful  State  in  Europe.  She  had  quelled  internal  dissentions 
in  oceans  of  blood,  and  poured  forth  her  armies  in  a  resistless 
torrent  to  avenge  herself  upon  the  haughty  States  which  had 

presumed  to  meddle  with  her  domestic  condition.  6i"eat 
Britain,  which  had  commenced  the  war  with  every  other  State 
in  Europe  as  her  ally,  was  now  left  alone.  The  Directory  had 
Bobdned  Spain  by  artifice  and  negotiation,  and  concluded  a  treaty 
with  her>  offecBive  and  defensive,  at  St.  Ildefouso,  on  the  19th 
Angoflt.  The  campaign  of  Napoleon,  in  1796,  in  the  north  of 
Italy,  is  generally  allowed  to  be  equal,  if  not  superior,  in 
brilliancy,  to  any  subsequent  one.  By  a  Beries  of  marvellous 
victories,  he  drove  the  Anstrians  out  of  Italy,  and,  in  the  begin- 

ning of  1707,  Rome  was  only  saved  from  conquest,  by  abeolute 
submission  of  Tolentino;  and,  within  a  month,  Venice  was 
annihilated,  and  Austria  sned  for  peace  at  Leoben.  This  great 
reverse  of  circumstances  had  strengtlieued  the  party  who  had 
always  been  advocates  for  peace  in  England,  and  Mr.  Pitt  was 
compelled  to  make  overtures  for  i^eace  in  October,  17£>C.  A 
British  envoy  waa  sent  to  treat  with  the  Directory,  and  he  stayed 

^ 
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in  Paris  for  two  months  ;  but,  as  neither  party  was  sincere^  the 
treaty  came  to  nothing-  The  fact  was,  that  peac^j  was  the 
furthest  thing  possible  from  the  thoaghts  of  the  Directory. 
Afler  the  conquest  of  La  Vendee,  they  had  an  army  of  100»000 

men  set  free,  under  a  general  who  is  usually  ackuowle<lgt*d  to 
have  been  the  equal  of  Napoleon  in  military  talent,  and  who 
was  burning:  to  emulate  his  ex|iloits  in  Italy*  While  the 

pretended  negotiations  for  peace  were  going  on,  the  Din^ctory 
were  organising  an  immense  expedition  for  the  invasion  <rf 
Ireland,  The  orders  to  sail  were  transmitted  to  it  several  weeks-' 
before  the  British  envoy  was  expelled  from  Paris,  and  it  actnaUy 
Bailed  two  days  before  he  left.  Fortunately,  this  great  armadA 
was  dispersed  by  a  tempest,  a  few  straggling  Tesseto  i^eached 
Ireland  in  the  last  week  of  December,  but  the  rest  were  obliged 
to  put  back  to  France 

118.  This  terrible  menaoe  which  bad  been  so  long 
hanging  over  the  country,  and  whose  destination  it  was  vain 
to  conceal j  inspired  the  utmost  alarm,  and  there  was  a  continoal 
demand  for  guineas  in  Ireland.  The  ye^ir  1797  oommcuccd 
with  the  most  gloomy  apprehensions  and  depression ;  the 
country  bankers  discerned  that  the  iirat  burst  of  the  storm 
would  fall  upon  them,  and  determined  to  provide  for  it,  by 
obtaining  as  much  specie  as  they  conld  from  Londan,  and* 
acoordingly,  the  drain  continued  with  increased  rapidity  aft^r  (bit 
beginning  of  the  year 

120.  Mr.  Pitt  bad  hinted  in  his  interriew  with  the 

Governor  of  tlie  Bank  on  the  Ist  February,  that  a  loati  lor  j 
Ireland  would  probably  be  required,  which  would  probably  ooi  i 
exceed  £200,000,  but  soon  afterwards  the  directors  werej 
struck  with  dismay  on  hearing  that  the  amount  required  wi 
£1^500,000.  On  the  10th  February  the  Directors  eatoe  to  a  J 
resolution  that  before  they  conld  entertain  any  proposal  (or  ihiii 
Irish  loan,  the  Government  must  pay  off  debtn  to  ilmaj 

amounting  to  £7,186,445,  of  which  they  handed  him  iji  the' 
details 

121«     At  that  time  the  Banks  at  Newcaitb  hod  a  motv  Uiali 
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ordinary  demand  upon  them  for  cash*  In  Addition  to  the 
manufactories  and  coDieries,  the  number  of  troops  stationed  in 
that  part  of  the  conntry  had  been  considerably  augmented.  The 
banks  had  imported  an  extra  snpply  of  cash  to  meet  their  pur- 

poses, and  were  negotiatinj^^  for  more  when  an  event  happened 
which  brought  on  the  crisis.  A  French  frif^ate  went  into  one 
of  the  Welsh  harbours  and  landed  1,200  men.  At  the  same 
time  an  order  came  down  from  Government  to  take  an  inventory 
of  the  stock  of  the  farmers  all  along  the  coast,  and  to  drive  it 
into  the  interior  if  necessary.  These  circnmsUincea  created  a 
perfect  panic  amon^  the  farmers:  on  Saturday,  the  18th 
February,  being  market  day,  the  farmers,  who  at  that  time 
of  year  had  the  principal  part  of  their  rents  in  their  hands, 
actuated  by  the  terror  of  an  immediate  invasion,  hurried  into 
Newcastle  the  produce  of  their  farms,  which  they  sold  at  very 
low  prices,  and  immediately  mshed  to  the  different  banks  to 
demand  specie.  Seeing  this  universal  panic,  the  banks  came  to 
an  agreement  to  stop  payment  on  the  Monday,  if  the  panic  did 
not  enbetde,  which  they  ac4;ordiugly  did 

122.  On  the  2l8t  February  the  state  of  the  Bank  became  so 
alarming,  that  the  directors  resolved  that  the  time  had  come 
when  they  mnst  make  a  communication  to  the  Government.  The 
quantity  of  bullion  had  been  rapidly  diminishing,  and  the 
constant  calls  of  the  bankers  from  all  parts  of  the  town  for  cash, 
showed  them  that  tliere  must  be  some  extraordinary  reason  for 
it.  Mr.  Pitt  was  aware  that  this  proceeded  from  the  general 
alarm  of  invasion,  which  he  tliought  was  magnified  much  beyond 
anything  to  warrant  it.  It  was  agreed  that  a  frigate  should  be 

sent  over  to  Hamburg  to  pui-chase  specie*  On  the  24th  of 
February,  the  drain  became  worse  than  ever,  and  inspired  them 
with  such  alarm  for  the  safety  of  the  House  that  they  sent  a 
deputation  to  Mr.  Pitt  to  ask  him  how  long  he  considered  the 

Bank  should  continue  to  pay  cash,  and  w*hen  he  should  tliink  it 
neoesBary  to  interfere.  Mr.  Pitt  said  it  would  be  necessary  to 
prepare  a  proclnmation  to  put  a  stop  to  vtisU  payments,  and  to 
give  parliamentary  security  for  the  notes.  But  in  that  case  it 
would  be  necessary  to  appoint  a  Secret  Committee  of  the  House 

into  the  affairs  of  the  Bank.    The  deputation  aaamiid 
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him  that  the  Bank  would  readily  agree  to  this  ;  and  it  was 
resolved  to  call  a  meeting  of  the  chief  bankers  and  merchatUg  of 
London  to  come  to  some  resolution  for  the  support  of  public 
credit  in  thiti  alarming  crisis 

123,  Tlio  news  of  the  stoppage  of  the  Newcastle  banks 
spread  like  wildfire  throughout  the  country,  and  soon  reached  the 

metropolis.  The  drain  upon  the  bankers'  coffers  now  became  a 
run  ;  the  first  serious  apprehensions  that  danger  was  imminent^ 
were  felt  on  the  21st  of  February ;  but  the  drain  then  became 
unexampled,  till  on  Saturday,  the  25th,  the  cash  was  reduced  to 
£1,272,000.  Before  this,  the  directors^  in  a  state  of  utter 
bewilderment  at  the  state  of  the  country,  hud  used  the  moet 
violent  efforts  to  contract  their  issues.  In  tire  weeks  they  hud 
reduced  them  by  nearly  £2,000,000.  On  the  Slst  January  they 
were  £10,550,830  ;  on  the  25tli  February  they  were  £g,640,250. 
But  even  this  gave  no  true  idea  of  the  curtailment  of  mcrciutilo 
accommodation,  for  the  private  bankers  were  obliged,  fur  their 
own  security,  to  follow  the  example  of  the  BanL  In  order  to 
meet  their  payments,  pci^ons  were  obliged  to  ̂ di  their  stock  of  all 
descriptions,  at  an  enormous  sacrifice.  The  Tliree  Per  Cents,  ftll 
to  51,  and  other  stock  in  proportion 

124.  On  Saturday,  the  25th,  the  Court  felt  thftt  the  faUl 
hour  was  at  last  come,  when  they  must  for  the  first  time  siuoe  {tf 
institution,  come  to  a  total  suspension  of  payments*  A  meetitig 
of  the  Cabinet  was  held  on  Sunday,  at  Whitehall,  and  an  Order 
in  Council  was  issued,  requiring  the  directors  of  the  Bank  of 
England,  to  suspend  all  payments  in  cash  until  the  sense  of  Parib* 
ment  could  be  taken  on  the  subject 

126.  The  King,  the  next  day,  sent  a  message  to  Parliament, 
to  inform  them  of  the  step  that  had  been  taken*  and  recommeiidfd 
the  sulfject  to  their  most  serious  and  immediate  attention^  Mr« 
Pitt  moved  that  the  message  sluHild  be  taken  into  ooBsidrmtiiia 
the  next  day,  and  he  should  propose  t!mt  a  Select  Commtitco 

be  ai>p«'iutc(l  to  investigate  the  state  of  the  Bauk^s  afEaiiBy  wUiuh 
he  believed  were  in  the  most  solid  coudttioa 
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126,  The  directors  of  the  Bank  had  the  order  in  Conncil 

priittud  aud  widclj  cireulrtted,  and  issued  a  notice  of  their  osra^ 
to  say  that  the  general  concerns  of  the  Bank  were  in  the  most 
affluent  and  proj^perous  Cdnditioii,  and  such  as  to  prechide  eTery 
doubt  as  to  the  secorlty  uf  the  notes.  At  this  time  the  cash  in 
the  Biink  was  reduced  to  £1,080,170 

127,  The  relief  produced  at  the  imtant,  by  the  definite 
determination  to  suspend  cash  payments  and  extend  their  issues 

of  paper,  was  very  great.  Within  one  week  it  incin^'ased  its 
accommodation  by  nearly  two  millions.  On  the  sanie  day  a 

i-esohition  was  entered  into  by  4,000  of  the  merchants  in  the 
city,  to  combine  to  support  the  credit  of  the  notes 

128,  Botli  nouses  of  Parliament  appointed  Committec^8  to 
examine  into  the  affairs  of  the  Bank.  The  Committee  of  the 

HouKe  of  Commons  reported  the  outstanding  obligations  of  the 
Bank,  on  the  25th  February,  were  £13,770,3i>0,  and  the  total 
amount  of  their  assets,  £17^597^2801  leaving  a  surplua  of 
£3,126,890  over  and  above  the  debts  of  the  Government,  amount- 

ing to  £11,G8G,800,  wliich  paid  them  3  per  cent. 

129,  Both  Houses  reported  that  it  was  advisable  for  the 
public  interest  that  the  susixmsion  of  payments  should  be 

continued  for  a  limitt-d  time,  aud  a  bill  for  that  purpose  was 
accordingly  l>rought  in.  After  some  debates,  which  threw  very 
little  light  on  the  subject,  the  Act  (Statute  17!^7,  c,  45)  was 

passed.     Its  chief  provisions  were — 
1.  A  clause  of  indemnity  to  the  Bank  and  all  connected  with 

it,  for  anythiujjf  done  in  pursuance  of  the  order  in  Council 
2.  The  Bank  was  forbidden  to  make  any  payments  in  cash 

to  any  creditors,  except  in  certain  cases,  and  protected  from  all 
law  proceedings 

3.  The  Bank  might  issne  cash  in  payments  for  the  Army, 
Navy,  or  Ordnance,  in  puriiuancc  of  an  order  from  the  Privy 
Council 

4.  The  Bank  was  to  make  no  advance  above  £600,000  for 
the  public  service,  in  cash  or  notes,  during  the  restriction 

5,    If  any  person  deposited  any  earn,  not  less  than  £500,  in 

MM 
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lyAd,  h.  -sri^Ange  f-7  sxss  im  dv  Bssk.  it  wu^bi  repaj  tiir^e- 

e.  Ii  siiztj  ̂ TsxB  £100X40  IB  oeh  to  Oe  btskEra  of 

L>»dj«i.  Wtsozihsfis^,  aad  Scotihwsik.  and  to  die  Bank  of 
Scfxha^  ao-i  ibi  Bartl  Bank  of  Smdand,  £25,000  emik 

7.  PaT!:!i?rc:  cf  <kicsm  Baaknoijes  tobedeemedaapayiiK 
in  each,  if  o^Ergd  and  aeoepced  a^  sadi 

8.  Xo  debcor  vas  to  be  held  to  fpecial  bail,  unless 
the  ftffidaTit  oattd  dial  parment  in  bank  notes  had  not  been 
offered 

9.  Bank  notes  vooUl  be  leoaved  at  par,  in  payment  of  taxes 
10.    Bank  might    issne    anj    cash    it  leonTed  since    26th 

Febnanr,  upon  giving  notice  to  die  Spa^ast  oi  the  Hoose  of 

Commons,  and  adveitising  in  die  ̂ L(»don  Gazette,^  and  on  die 
Eojal  Exchange 

11.    The  Act  to  continue  dll  die  24th  Jnne 

130.  An  Act  was  also  passed  to  enable  die  Bank  to  issne 
notes  nnder  £5  (Statate  1797,  c  2S),  and  by  c  32  this  power 
was  extended  to  the  oonntry  banks,  bnt  d^  were  to  continue 
liable  to  pay  money  on  demand  for  tbeniy  and,  on  failure  of 
doing  so  within  three  days  after  demand,  any  justice  of  die  peace 
might  cause  the  amount  and  costs  to  be  leyied  by  distress 

131.  AH  banking  companies  and  bankers  in  Scotland  were 
allowed  to  issue  notes  payable  to  bearer  on  demand  for  any  sum 
under  20<. 

132.  We  cannot  refrain  from  noticing  that,  in  die  debate 
on  this  measure,  Mr.  Pitt  expressed  the  identical  views  on  the 
subject  of  the  circulating  medium  that  are  the  leading  principles 

of  this  work.  He  says:  ̂ 'As  so  much  has  been  said  on 
the  matter  of  a  circulating  medium,  he  thought  it  necessary 
to  notice  that  he  did  not  for  his  own  part  take  it  to  be  of 
that  empirical  kind  which  has  been  generally  described. 
It  appeahed  to  him  to  consist  in  antthikg  that 

akbweued  the  great  purposes  of  trade  and  €x)1[merce, 

whether  in  specie,  pai'er,  or  any  other  terms  that 

might  be  used*' 
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133.  An   eveat    of    such    porteotoas    miiguitudG    as   iho 

*  liispcDsion  of  cash  payments  by  the  Bank  of  England,  could  not 
fail  to  giTc  rise  to  the  most  conflicting  opinions  ns  to  the 
neceesttj  of  the  meafiure,  of  the  course  of  conduct  of  the  directors 
which  led  to  it,  and  as  to  the  policy  which  ought  to  have  been 
adopted  under  the  drain  which  wcurrcd  in  the  lost  week  of 
Fehniary,  1707.  Many  men  of  great  eminence  and  ability 

changed  their  opinions  in  after  timt*s,  when  they  came  to 
look  back  niKjn  the  subsequent  events.  In  examining  this 
question,  so  as  to  form  a  just  estimate  of  the  conduct  of  the 

directors,  we  mast  i-emember  that  they  were  not  masters  of 
their  own  policy.  They  were  distracted  by  two  antagonistic 
claims,  both  of  which  they  conceived  it  impossible  to  satisfy, 
at  the  same  time,  namely,  that  of  the  CbanceUar  of  the 
Exchequer  and  the  demands  of  commerce.  They  considered  that 
if  they  advanced  to  the  Government  they  must  contract  their 
issues  to  merchants^  and,  as  the  Minister  was  the  more  powerftil 

and  imperious  party  of  the  two,  they  were  obh*ged  to  yield  to  his 

power 
134.  Several  of  the  directors,  being  examined  before  the 

committees,  nnanimously  attributed  the  necessity  of  stopping  pay- 
ment to  the  enormous  amount  of  their  advances  to  Goveniment, 

and  gave  it  as  their  decided  opinion,  that  if  the  Government  had 
repaid  these  advances,  as  they  ought  to  have  done,  that  this 
great  catastrophe  would  have  l)een  avoided.  We  may  take  it, 

therefore,  as  admitted  on  all  hands,  that  if  they  had  been  i*epaid 
by  Government,  tliey  would  have  very  greatly  extended  their 
ad\iiuces  to  merchants.  The  real  question  then  is,  considering 
that  they  were  under  snch  advances  to  Government,  wonld  it 

have  been  prudent  to  have  been  more  liberal  in  their  accommo- 
dation to  merchants  ? 

135*  Mr.  Henry  Thornton  was  very  strongly  of  opinion  that 
the  excessive  contraction  of  the  Bank  notes  had  produced  the 
most  injurious  effects  in  shaking  public  credit  of  all  descriptions. 

■That  the  excessive  reduction  of  nutes  had  canst4  an  unusually 
geverc  demand  for  guineas,  that  the  great  public  distrust  was 
directed  against    country    bank  notes,  and    that    the  Bank   of 

MM   2 
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England  ought  to  have  extended  their  issues  to  supply  the  place 
of  the  country  notes 

136.  Mr.  Walter  Boyd,  an  eminent  merchant,  was  very 
clearly  of  opinion  that  the  restriction  upon  the  issue  of  notes  by 
the  Bank  was  the  chief  cause  of  the  forced  sale  and  depreciation 
of  the  public  securities,  and,  if  the  Bank  had  only  maintained  its 
issues  at  the  same  height  as  they  were  in  December,  1795,  the 
drain  of  specie  from  the  Bank,  as  well  as  the  embarrassments  in 
the  mercantile  world,  would  have  been  avoided,  and  a  great 
portion  of  the  f\ill  which  public  securities  had  experienced,  would 
have  been  prevented 

137.  Mr.  George  Ellison,  who  was  secretary  to  an  associa- 

tion of  a  gi'cat  part  of  the  country  banks,  considered  that  the 
quantity  of  coin  in  the  country  was  gi'eater  than  it  was  in  1793, 
though  a  very  considerable  part  was  hoarded  away  owing  to  the 
public  alarms  that  were  abroad.  He  attributed  the  great  public 
distrust  to  the  remembrance  of  the  conduct  of  the  Bank  in  1798, 
when  it  suddenly  contracted  its  discounts,  just  at  the  period  when 
they  were  most  wanted 

138.  The  Committee  of  the  Lords  called  the  attention  of 

the  House  very  strongly  to  these  opinions,  but  they  did  not 
venture  themselves  to  pronounce  an  opinion  on  their  justness. 
The  Committee  of  the  Commons  went  considerably  nearer 
towards  approving  of  them.  In  the  year  1810,  the  Governor 
of  the  Bank  being  examined  before  the  Bullion  Committee, 
stated,  that  after  the  experience  of  their  policy  of  restriction, 
many  of  the  directors  repented  of  the  measure,  and  the  Bullion 
Committee  explicitly  condemned  the  policy  of  the  Bank  both  in 
1793  and  1797 

139.  The  Directoi-s  of  the  Bank,  acting  in  the  midst  of  such 
uuprecedented  circumstances,  and  so  tremendous  an  emergency, 
are  entitled  to  have  their  conduct  examined  with  all  forbearance. 

But,  taking  all  these  circumstances  into  consideration,  we  cannot 
fail  to  acquiesce  in  the  opinion  expressed  by  so  many  eminent 
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bankers  and  merchants  at  the  time,  by  the  snbseqnent  avowal 
that  experience  had  led  many  of  tlie  directors  to  repent  of  the 
policy  they  thea  pursued,  and  by  the  detnded  opinion  of  the 
Bullion  Committee,  that  the  policy  pursued  by  the  Bank  in  this 
momentous  crisis  was  erroneous,  and  that  the  severe  restrictions 

they  attempted  to  place  upon  commerce,  very  greatly  contributerl 
to  bring  on  the  calamity  by  which  they  were  subsequently  over- 

whelmed. Nothing,  in  short,  could  he  more  unhappy  than  their 
regulations  of  the  amount  of  their  issues.  When  the  exchanges 
were  violently  adverse,  so  that  it  was  enormously  profitable  to 
export  gold,  they  enlarged  them  to  an  extravagant  extent,  and 
when  the  exchanges  were  extremely  favourable,  so  that  gold  was 
sure  to  flow  in,  they  restricted  them  with  merciless  seventy 
The  issues,  which  were  £14,000,000,  when  the  exchanges  wem 
against  the  country,  were  reduced  to  £8,640,250,  when  they  had 
been  for  several  months  eminently  favourable.  It  appears,  from 
the  entire  evidence  in  the  reports,  that  it  was  this  excessive 
restriction  of  notes  which  drained  their  vaults  during  the 
autumn  of  179C,  and  that  if  they  had  been  more  liberal  in  their 
issues,  their  vaults  would  have  been  much  better  replenished 
with  Ciish 

140,  This  disaster  was  the  second  notable  penalty  which  the 
country  paid  within  four  years  for  the  unjustifiable  monopoly  of 
the  Bank.  Never  was  there  a  more  unfortunate  example  of 
monopolising  selfishness ;  it  would  neither  establish  branches  of 
its  own  in  the  country,  nor  would  it  permit  any  other  private 
company,  of  power  and  solidity,  to  do  so,  whose  credit  might 
have  interposed,  and  aided  in  sustaining  its  own.  Moreover, 
when  a  failure  of  confidence  was  felt  in  the  country  notes, 
it  refused  to  issue  notes  of  its  own  to  supply  their  place* 
The  power  of  issuing  what  plays  so  important  a  part  in 
commerce,  was  absolutely  forbidden  to  wealthy  companies, 
and  left  in  unbounded  freedom  to  private  persons,  many 
of  whom  had  no  capital  or  property  to  su[>pcirt  their 
issues,  and  whose  credit  vanished  like  a  puff  of  smoke,  in 
any  public  danger.  The  Bank,  consequently,  was  left  to  bear 
the  whole  brunt  of  the  crisis,  solitary  and  unsupported,  and 
finally  anccumbcd 
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141,  From  the  foregoing  considerations,  as  well  as  the 
weight  of  authority  on  the  gubject,  we  can  scarcely  hftTO  iny 
room  to  doubt  that  the  suspension  of  cash  payments  was  bronght 
about  at  that  particular  time  by  the  erroneoua  policy  of  the 
directors.  We  mast,  in  candour,  Btat«  that  it  appears  open  to 
much  doubt  whether  any  mjinagement,  however  ekilFnl,  could 
nUimately  have  saved  them  from  such  a  disaster,  during  some 
period  of  the  war.  Several  of  those  who  concurred  in  the  measure 
at  the  time,  after  their  judgment  had  been  corrected  by 
exjieriencc,  expressed  their  regret  at  having  done  so.  Sir 

Kobert  Peel,  in  1844,  said  it  was  a  "fatal"  measure.  Notwith* 
standing,  however,  the  concurrence  of  so  many  weiglU? 

authorities  —  and  this  is  peculiarly  a  case  where  great 
authorities  carry  much  weight — we  cannot  help  thinking  tliat 
it  was  fortunate  that  it  occurred  at  this  early  period.  Tlie 
alarm  and  dangers  which  preceded  its  stopjjage  were  oom» 
parutively  slight  compared  with  those  wliich  menaced  the 
country  after  that  event.  The  mutinies  in  the  fleet,  the  rebellion 
in  Ireland,  the  enormous  accumulation  of  troops  on  the  hetghta 
of  Boulogne,  fluHJicd  with  victory^  and  led  by  a  more  fortunate, 
though  probably  not  a  greater  soldier  than  lIochc»  and  burning 
with  zeal  for  the  invasion  of  England,  were  dangers  of  iocfa 
portentous  magnitude,  as  to  render  it  to  the  last  degree 
improbable  that  any  paper  currency,  convertible  into  gold,  ooiild 
have  survived  them.  That  Montague  was  a  greater  nod  moro 
8uci?c88ful  financier  than  Pitt  can,  we  think,  scarcely  be  doubted. 
and  the  carrying  through  the  re-coinage  of  the  silver,  in  tbfi 
midi^t  of  so  much  public  distress,  was  a  financial  ofM^ratiou,  of 
which  the  audacity^  skill,  and  success  must  ever  be  regnnled 
with  admiration.  But  it  must  be  remembered  that  the  crisiii  in 

that  reign  lasted  a  much  shorter  time  than  the  revolutionary 
war,  and  was  never  fnuight  with  so  much  real  danger  to  the 
independence  of  the  country.  At  that  period  there  was  no  paper 
credit,  except  the  notes  of  the  Bank  of  England,  and  William 
was  at  the  head  of  a  great  European  confederacy  against  ood 
overgrown  power,  so  that  the  circumstances  of  the  two  period^ 
were  in  no  way  parallel,  but  rather,  we  may  say,  reversed,  Tbo 
confederacy  ugainKt  England  at  the  latter  period  was  far  moco 
menacing  and  formidable  than  the  alliance  aguiuat  Fntooa.    Tba 
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fortnnes  of  the  British  Empire  were  apparently  at  their  lowest 
ebb  io  1798,  and  there  seemed  to  Ijc  but  one  thing  wanting  to 

complete  the  destruction  of  the  country — the  loss  of  public  credit. 
However  great  and  invalnablo  are  the  blessiugs  of  a  paper 
currency  ia  time  of  peace^  there  does  not  appear  to  be  nny 
inBtanoe  of  its  having  succesefully  withstood  the  danger  of  an 
invasion  by  a  foreign  enemy.  Even  ia  Scotland,  where  it*  had 
been  confessedly  conducted  upon  a  better  system,  and  obtained 

the  confidence  of  the  country  to  a  much  greater  de^-ree,  it  cculd 
not  have  withstood  the  dread  of  invasion,  if  it  had  not  been  for 
the  timely  assistance  of  the  Bank  of  England.  And  if  it  could 
not  do  BO  in  that  country,  where  the  danger  wtis  remote,  it  is 
not  probable  that  it  could  do  m  in  England,  where  not  only  it 
was  of  much  inferior  stability,  but  was  the  very  part  of  the 
empire  aimed  at,  and  firtt  cxpo&ed  to  danger.  The  constant 
power  of  producing  public  embarrassment  by  demands  for  gold 
would  have  been  a  powerful  weapon  in  the  hands  of  the  enemy, 
in  which  they  would  have  found  many  to  support  them  in  thia 
oonntiy  from  political  sympathy.  This  measure,  therefore, 
removed  one  perpetual  source  of  terror  and  alarm  from  the 

Ministry^  We  shall  show,  in  the  next  chapter,  that  the  gi-eat 
depreciation  of  the  currency  which  took  place  some  years  later 
was  not  by  any  means  a  necessary  consequence  from  such  a 
measure,  but  was  produced  by  the  infatuated  perversity,  both  of 
the  Government  and  of  the  Bank  of  England,  who,  with  fatal 
obstinacy,  persisted  in  a  system  combining  almost  every  false 
principle  that  could  be  thought  of.  As  the  saspensiou,  then, 
mnstj  we  think,  have  taken  place  sooner  or  later,  it  was  probably 
advantageous  for  the  country  that  it  did  occur  so  early  in  the 
struggle 

142.  The  presumed  scarcity  of  guineas,  which  led  to  the 

Bupposed  necessity  of  issuing  the  order  in  Council,  also  i-endered 
a  more  abundant  supply  of  the  circulatiog  medium  neees^arj^  and 
an  Act  waa  immediately  passed  susi>ending,  till  the  1st  May,  the 
Act  (Statute  1775,  c.  51)  restraining  the  negotiation  of  small 
promissory  notes.  In  a  few  days  the  Bank  caused  to  be  prepared 
and  issued  £1  and  £2  notes,  and,  to  supply  still  further  the 
demand  for  a  smtdl  currency,  they  issued  a  notice  that  they  had 

Jak A 
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imported  a  large  number  of  Spanish  dollars,  which  were  to  be 
current  at  4«.  6d,  However,  it  was  discoTered  that  the  dollars 
were  nndervalned  by  2d.  each,  so  their  current  value  was  enhanced 

by  Sd,  These  dollars  were  stamped  with  a  small  king's  head. 
The  Bank,  having  put  the  dollars  into  circulation  at  Id.  each 
above  their  intrinsic  value,  the  bullion  merchants  were  not 
slow  in  seizing  the  advantage,  and  imported  an  immense 
quantity  of  similar  dollars,  which  they  had  stamped  in  a 
similar  manner.  They  were  all  called  in  on  the  31st  October, 
1797,  by  which  time  the  Bank  had  put  2,325,099  into  circulation. 
It  at  first  attempted  to  refuse  payment  of  the  forged  ones, 
but  they  were  executed  in  so  close  imitation  of  the  real  ones 
that  it  was  impossible  to  detect  them,  and  they  were  obliged  to 

pay  them  all 

143.  When  the  actual  suspension  took  place,  the  foreign 
exchanges  were  highly  favourable,  so  much  so  as  to  make  it 
profitable  to  import  gold,  which  began  to  flow  in  in  great 
abundance.  On  the  80th  May,  Mr.  Manning  stated  in  the 
House,  that  vast  quantities  of  gold  had  flowed  into  the 
Bank,  both  from  the  country  and  from  abroad.  The  Govern- 

ment, however,  and  the  directors  of  the  Bank,  concurred 
in  thinking  that  it  would  be  imprudent  to  resume  payments  in 
cash  at  the  period  when  the  restriction  Act  expired,  and  it  was 
prolonged  to  one  month  after  the  meeting  of  the  next  Session  of 
Parliament 

144.  Parliament  met  again  on  the  2nd  November,  and  on 
the  15th  the  House  of  Commons  appointed  a  Secret  Committee  to 
inquire  whether  it  was  expedient  to  continue  the  restriction.  On 
the  17th  they  reported  that  on  the  11th  of  that  month,  the  total 
liabilities  of  the  Bank  were  £17,578,^10,  and  tl^ir  assets 
£21,418,460,  leaving  a  balance  in  their  favour  of  £3,839,550 
exclusive  of  the  Government  debt  of  £11,686,800.  That  the 
advances  to  Government  had  been  reduced  to  £4,258,140,  while 
the  cash  and  bullion  were  five  times  the  sum  they  stood  at  on  the 
25th  February  last,  and  much  above  what  they  had  been  at  any 
time  since  September,  1795.  Tliat  the  exchange  with  Hamburg 
was   unusually   favourable,  and  had  every  appearance   of  oon- 



STATE   OP  THE   EXCHANGES 
537 

tiiming  so,  unless  political  oircnrastances  should  affect  it 
That  no  inqonveuienco  seemed  to  be  felt  by  the  bankers 
and  traders  of  London,  for,  whereas  by  law  they  were  entitled 
to  demand  three-fourths  of  any  deposits  in  cash  they  might 
make»  they  had  only  actually  demanded  one-sixteenth,  Tliey 
presented  a  resolution  of  the  directors,  stating  that  the 

condition  of  the  Bank's  affiurs  was  such  that  it  could  with 
safety  resume  its  tisnal  functions.  The  Commit t^e,  however, 

recommended  that  in  conR*quenee  of  the  state  of  public  afTairs,  it 
w^as  advisable  that  the  n.'j^triction  should  be  continued  for  a 
further  period.  After  a  short  debate,  an  Act  was  passed  to 
continue  the  restrictiou  until  one  month  after  the  conclusion  of  a 
definite  treaty  of  peace 

146.  Tlie  opposition  in  Parliament  and  in  the  country  to 
the  policy  of  the  lliniiitry  was  very  powerful,  and  the  transactions 
between  the  Bank  and  the  Government  were  severely  commented 
upon  by  the  kaders  of  that  party  in  Parliament,  They,  however, 
did  not  venture  to  divide  ajjainst  the  bill.  In  the  course  of  the 

discussion,  however,  Sir  William  Pultcney  spuke  with  very  g^reat 
ability  against  the  national  evils  and  iuconveuienceg  of  the 
monopoly  of  banking  by  one  conj|uiny,  and  moved  for  leave  to 
bring  in  a  bill  to  establish  another  bank  in  case  the  Bank  of 
England  did  not  resume  cash  payments  on  the  24th  June,  Hia 
speeches  ou  this  and  a  subsequent  occasion  were  full  of  admirable 
argument,  but  the  interests  arrayed  a^ain<?t  him  were  so  strong 
that  Icare  was  refused  to  bring  in  the  bill  by  a  majority  of  50 
to  15 

146.  The  exchange  with  Hamburg  at  the  time  of  the 

suspension  of  cash  payments  was  35*  10  ;  it  continued  to  improve 
throughout  the  whole  of  the  year,  and  iu  December  stood  at  88*5, 
which  was  about  £13  per  cent,  above  par;  the  issues  of  the 
Bank  were  about  IH  millions  during  the  year.  This  extra- 

ordinary state  of  the  exchanges  continued  during  the  whole  of 
1798  when  they  began  gradually  to  fall,  and  in  March,  1709^  they 

were  at  37*7,  which  was  still  £11  (J*,  above  par.  This  was,  of 
course,  followed  by  a  very  great  inflnx  of  gold,  and  at  the  end  of 
17U8,  the  Bank  had  upwards  of  £7,0U0f()00  in  its  vaults^  and  the 
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dliecton  enireaBBd  thdr  radmes  to  the  Government  to  resome 

pajmeots  in  cash.  The  Ministiy,  howerery  thought  it  inex- 
pedient in  the  state  of  the  ooontiy 

147.  The  harrests  of  the  two  preceding  jean  had  heen 
nnnsnally  abundant,  and  in  JannarT,  1799,  the  prices  of  all  sorts 
of  com  were  extremely  low,  wheat  being  49«.  per  quarter,  and 
other  kinds  in  proportion ;  but  the  winter  of  1798-99  was  ex- 
tremely  rigorous  and  unfavourable  for  fanning  operations.  The 
spring  was  equally  un&v<Hirable,  and  in  May,  wheat  was  at 
61 «.  8^.  This  was  followed  by  an  extremely  wet  summer  and 
autumn,  so  that  at  the  end  of  the  year  wheat  was  at  94«.  2d. 
In  February,  1800,  the  subject  of  the  scarcity  was  taken  up  in 
both  Houses,  Lord  Auckland  said  it  was  estimated  that  the 

produce  of  last  year's  crop  was  little  more  than  half  an  average. 
Under  the  influence  of  this  unparalleled  deficiency,  the  price  of 
wheat  rose  in  June,  to  134«.  5^.,  and  remained  to  the  end  of  the 
year  at  133«.,  after  having  faUen  for  a  short  period  to  96s.  2 J., 
in  consequence  of  large  importation  introduced  by  the  temptation 
of  heavy  bounties 

148.  Under  the  influence  of  the  enormous  importation  of 
wheat,  the  exchange  with  Hamburg  continued  to  decline  all 
through  the  summer  of  1799,  till  in  the  last  week  of  August,  it 
had  fallen  to  par.  It  continued  steadily  to  decline  after  that 
until,  in  December,  1800,  it  reached  30.  In  the  meantime,  the 
price  of  foreign  gold  in  coin,  which  had  been  at  £3  17s.  6d.  in 
May,  1797,  rose  to  £4  in  December,  and  continued  at  that  price 
till  September,  1799.  In  June,  1800,  it  rose  to  £4  {^.^and  in 
December  to  £4  68. 

149.  The  arguments  and  ability  of  Sir  William  Polteney  in 
advocating  the  foundation  of  another  bank,  produced  great  effect, 
and  during  1799  it  excited  great  public  interest.  Meetings  were 
held  for  the  purpose  of  promoting  it,  and  numerouB  pamphlets 
were  published  on  the  subject.  The  Bank  Directors  took  alarm, 
and  as  the  Minister  was  in  want  of  a  supply,  they  took  advantage 
of  bis  necessities  to  obtain  a  prolongation  of  their  monopoly. 
The  churter  had  still  twelve  years  to  run,  but  upon  advancing 
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£S»000,000,  witboufc  interest  for  six  yours,  Mr.  Pitt  a^ecd  to 
renew  it  for  twenty-one  yerirs  from  J  812,  Very  soon  after  the 
opening  of  the  Session  in  1800,  a  bill  for  this  purpose  was 
brought  forward  and  paijsed 

160,  We  now  gee  the  resulte  of  two  conflicting  theories.  For 
a  cons  id  era  ble  period  there  have  been  two  opposite  doctrines  as 
to  the  true  policy  of  the  Bank  daring  a  great  commercial  crisis. 
The  one  is  that  the  Bank  shoald  rigorously  restrict  its  issues, 
and  think  of  itaelf  alone,  nnd  stand  nnmoved  amid  the  universal 
rnin  of  the  commercial  world.  The  second  is  that  dae  care 

ehfuild  betaken  to  continue  a  restrictive  policy  while  the  exchange 
18  adverse,  but  that,  when  the  exchange  becomes  favourable,  the 
Hank  should  enlarge  its  accommodation  to  support  houses  which 
arc  really  solvent,  but  which  may  be  brought  down  in  the 
general  disci^'dit.  Each  of  these  theories  has  been  tried,  but 
the  supporters  of  the  first,  or  Restrictive  theory,  have  qtiite 
overlooked  one  fact.  Every  banker  of  experience  would  tt41  theiii 

that  an  excesm^e  restriction  of  credit  causex  a  run  for  (jotd.  Thus 

Sir  William  Forbes,  speaking  of  the  crisis  of  17D3,  says — *'  These 
proceedings,  which  obviously  foreboded  a  risk  of  hostilitieSt  were 
the  signal  for  a  check  on  mercantile  credit  all  over  the  kingdom  ; 
and  that  check  Ud  by  consequence  to  a  demand  on  bmtkers  for  the 
monet/  drposiled  with  them,  in  order  to  supply  the  wants  of 

mercantile  men.**  The  restrictive  theory  was  likewise  explicitly 
condemned  by  Sir  Francis  Baring,  Mr.  Thornton,  the  Bullion 
Committee,  and  all  the  most  eminent  authorities  of  the  time^,  as 
we  shall  abundantly  show  ;  and  they  expressly  condemned  an 

absolute  limitation  of  the  Bank's  issues,  because,  in  certain 
states  of  credit  it  would  canso  certain  ruin,  and  a  run  for  gold. 

They  expressly  recommended  the  Er^mnsive  theory,  and  we  sec 
the  result.*;  of  the  two 

In  1783,  during  a  great  commercial  crisis,  the  Bank 
restricted  its  issues  until  the  exchange  became  favourable,  and 
then  it  freely  expanded  them,  and  passed  safely  through  the 
crisis 

In  1707,  the  Directors  having  for  some  years  previously 

prodigioofity  eilended  their  issues,  w*hile  the  exchanges  were 
adverse,  and,   being  at  last  sensible  of  their  imprudence,  and 

^m 
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having  contracted  them  so  that  for  a  considerable  period  iho 
exchanges  had  become  favourable  continued  their  policy  of 
merciless  restriction  long  after  gold  was  flowing  into  the 
country,  and  the  result  was  the  STOPPAGE  OP  THE 
BANK 

END  OF  VOLUME  I 

A  P.  Bluwdell,  Taylor  A  Ca,  Printers,  Ac,  177,  Upper  Thames  Street.  LonJon,  E.C 
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ft  DICTIONftRY  OF  POLITICAL  ECONOMY 
Biographical  Bibliographical,  Hisiorkal,  and  Practical 

Vol  L,  Second  Edition 

Vol.  n.,  completing  the  Work 

"  It  is  a  great  service  to  rcuder  to  a  Science  to  fix  well  itd  Nomenolature, 
And  to  define  eiactly  and  dearly  its  Fundamental  Ideas.  Swell  is  the  taaJc 
to  which  Mr.  Macleod  bringsi  a  patience  beyond  proof,  and  the  learuiji^  of  a 

Benedictine/' — From  M,  Michel  ChevaUer*i  Ecport  on  M.  Mi.tcteo(Vf  Works 
to  the  Jntlitute  of  Francf 

**  The  name  of  Mr.  Henry  Dunning  Macteod  was  ten  years  ago  unknown 
in  France  and  on  the  rest  ol  the  Continent.  .  .  .  At  present  (1863) 
Mr.  Mftoleod  holds,  at  the  head  of  the  Economic  Schools,  in  the  judgment  of 
ail  the  learned  in  Europe*  one  of  the  first  plaeaa,  if  not  perhaps  the  Erst 

**  What  works  hMve  won  for  thisEnghah  writer  so  rapid  and  splendid  a 
reputation  in  a  career  incumbered  with  so  many  pretenders  ? 

*•  The  Dictionary  strikes  the  mind  by  its  proportions.  A  single  person 
ia  executing  by  himself,  with  a  rcmarkiible  ii«uporiority,  a  work  which  in 
France  required  the  assistance  of  20  (38)  distinguished  writers,  directed  by 
an  able  Editor    .... 

'•  Mr,  Mftcleod  seems  to  us  to  deserve  to  be  enrolled  among  the  fathers 
of  Political  Economy  especially,  because  he  has  enriched  it  with  due 
discoveries  on  the  PrfAcnt  Vittuf  of  Future  Quuntitic*,  of  which  he  htt« 
demonstrated  the  perfect  similarity  with  N^^ative  QnuDtities,  a  domain 
»o  fertile  in  Mathematics.  Beside  him,  some  writers  without  knowing  his 
works,  had  risen  against  the  Theories  of  J.  B.  Say,  in  establishing  the 
productiveness  of  Cnedit.  But  none  bad  attached  the  scientific  precision  to 
thi«  conception  of  the  Treseut  Value  of  Future  Quantities  or  of  Deferred 

PaymtntUt  which  alone  gives  it  all  its  importance.'* — L'EcQvomUte  Frangais 
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SECOND    EDITION 

THE 

PRINCIPLES  OF  ECONOMIC  PHILOSOPHY 

Tott^  L,  Price  1»K- 

Toi*  IL,  Past  L,  <mfiVting  Perns  Eoosoxigb,  priee  12«. 

Tv^i.  TL.  Tixt  IL,  Hjoxd  Eoosoxics 

Paus,  Feb.  22,  1878 
Mt  Dhae  Uk.  ICacuod, 

I  hare  reoeiTcd  bj  the  post  j-oor  Seeond  Yolume  of  the  Pri0cipU$  of 
Econcmic  Pkuotcpky.  I  immedimtelj  set  myself  to  read  it  with  the 

attention  I  gire  to  tout  woiks,  and  with  the  lively  interest  which,  resulted 

from  the  i>rofoimd  impression  which  the  first  had  made  on  me.  I 

congratolate  joa  sinoerdy  on  this  excellent  work.  Of  all  the  works  on 

Political  Economy  pnbltshed  within  fifty  years,  none  surpasses  this  in 

importance.  Yoa  hare  advanced  the  Science  more  than  anyone,  by  the 

severe  and  judicious  analysis  to  which  yon  have  subjected  all  the 

fundamental  conceptions  and  definitions.  You  have  removed  a  considerable 

number  of  errors,  even  blunders,  committed  by  the  Physioorates,  Adam 

Smith,  J.  B.  Say,  Mill,  McCulloch.  <to.,  Ac;  yon  l^ve  thus  freed  the  fieli 

of  tlie  Science  from  a  great  number  of  thickets  which  encumbered  it ;  you 

have  simplified  the  Science,  and  at  the  same  time  enlarged  it.  It  was  a 

work  of  the  greatest  difficulty 

As  a  proof  of  the  conviction  which  I  have  on  the  subject  of  the  extent  of 

tbe  services  which  you  have  rendered  Political  Economy,  I  add  that  it  is 

this  work  which  henceforth  shall  serve  as  the  guide  in  my  teaching  at  the 

Coll^go  de  France  for  the  Philosophy  of  the  Science.  No  other  work  can  be 

compared  to  yours  for  the  correction  of  philosophic  errors 

Yours  truly, 

Michel  Chbvalikb 

27,  Avenue  de  rimperatrioo 
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IN  TWO  VOLUMES,  Crown  8vo. 

Price  75.  6d.  each. 

THE  ELEMENTS  OF  ECONOMICS 
'*We  have  on  more  than  one  occasion  expressed  our  high  sense  of  the 

value  of  the  several  works  of  which  Mr.  H.  Dunning  Maclcod  has  devoted  to 

the  exposition  of  that  Science  of  Economics,  of  which  he  is  undoubtedly  a 
master 

**  II  is  well  calculated  for  nse  in  the  higher  forms  of  Schools,  and  at  the 
Universities.  It  is  full  of  life  and  even  of  picturesqueness  ....  Time 
after  time,  indeed,  the  learned  author  cites  definitions  from  the  Digest  to 
enforce  his  views  on  the  Science  of  Economics.  We  do  not  know  of  any 

other  text-books  on  this  Science  which  so  vividly  illustrate  the  value  of 

lloman  Law  as  an  authentic  source  of  interpretation  for  Economical  terms." 
— Law  Magazine  and  Review 

*•  The  very  model  of  a  student's  text-book." — Weitminster  Review 

IV 

SIXTH    EDITION. 

ONE  VOLUME,    Crown   8vo.,  Price  5«. 

THE  ELEMENTS  OF  BANKING 
**  A  volume  remarkable  for  the  extreme  simplicity  of  its  language,  the 

singular  clearness  of  illustrations,  and  its  thoroughness  of  treatment." — 
Standard 

"  The  volume  has  the  merit— too  rare  in  the  present  day— of  giving 

a  great  deal  of  thought  and  information  in  a  very  small  compass." — 
Bullionist 

"  Mr.  Macleod's  admirable  handbook." — Edinburgh  Courant 



V 

Small   Cbown,    8to.,    Pbicb   it.   Gd. 

SECOND    EDITION. 

ECONOMICS  FOR  BEGINNERS 
'^We  have  much  pleasure  in  recommendiug  so  excellent  an  intro- 

daction  to  the  study  of  Political  Economy  in  its  latest  theoretical  phases.** 
— Btillionist 

*'  Although  it  professes  to  he  no  more  than  an  Elementary  Handbook 
the  work  will  be  found  sufficient  to  give  a  dear  insight  into  the  Laws 

and  Principles  which  govern  Commerce  all  the  world  over/* — Scotsman 

VI 
ONE  VOLUAfE,  8vo.,  Pbicb  5*. 

LECTURES  ON  CREDIT  AND  BANKING 
DELIVERED  AT  THE  REQUEST  OF  THE 

COUNCIL  OF  THE  INSTITUTE  OF  BANKERS  IN  SCOTLAND 

** .  .  .  .  It  is,  therefore,  with  ready  sympathy  that  we  praise  the 

new  book  of  Mr.  Macleod*s,  which,  small-sized  though  it  be,  is  one  of  great 
value  and  importance,  and  a  laurel- wreath  of  literary  and  scientific  reputation 
which  any  writer  might  be  proud  to  have  woven  for  himself.  The  very 
smallness  of  the  volume  constitutes  a  part  of  its  value ;  for,  small  though 
it  be,  it  is  so  admirably  dear  in  its  terseness,  and  concise  and  well-ordered 
in  its  treatment,  that  the  whole  principles  of  Banking  and  Credit  are  hero 

placed  almost  by  a  glance  under  the  eye  of  the  reader ;  while,  as  already 
said,  the  principles  are,  in  our  opinion,  so  thoroughly  just,  and  so  well  and 
firmly  founded,  that  nothing  better  can  be  desired.  In  fine,  tliis  little 
volume  is  an  intellectual  treat,  as  well  as  a  masterpiece  in  the  exposition 
of  the  Principles  of  Banking  and  Credit,  in  the  numerous  forms  which 

Credit  attsumes  in  the  highly-developed  commercial  system  of  the  present 
dayv  After  the  dreary  vacuities,  elaborate  littleness,  and  often  most 

mischievous  misconceptions  and  fallacies  of  the  so-called  **  Political 

Economists  '*  of  modem  times,  this  little  but  weighty  book  is,  we  repeat, 
an  intellectual  treat,  and  redolent  of  the  fresh  air  of  masterly  common 

sense." — Money  Market  lieview 
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BO^HV  -  *  .  -  - 

MtSC&LLAX«l>t»  AHD  CxmCAL  W« 

MtSCltLLAM£OUS   TKILOLOOtCAt.  'V^ 
Poetry  axd  the  Drama 

Political  Economy  and  Ecokow 

Popular  Science  - 
SiLVEi;  Library  CThei 

Sport  and  Pastime        ,        _  * 
Travel  A^  i>  Adventure,  tme  CoLcr 

ETC.      ̂          -  .         , 

Vetekinarv  Medichce,  FTC- 
Works  of  Reference 

History,  Politics,  Polity,  Political  Memoirs,  &e. 
Abbott.  -A    History    of    Greece.      By 

EvELv%'   Abrott,  M.A.t  LL.D. 
Pan  L— From   the    Earliest  Time*-  to  the 
[oninn  Revolt.     Crown  8vo.,  loi,  6tf» 

Part  IL- -500-445  B.C.     Crox^Ti  8vo.,  101.  6d, 

AcXand  and  Eansome.— .\  llAsriBooK  in 
OtnXINK    OF     THE     POLITICAL     HlSTORY    OF 

England  to  1890.  Chronologically  Ar- 
ranged* By  the  Right  Mon.  A.  H.  Dyke 

Aclano,  M.P.,  and  Cyril  Ransome,  M.A. 
Crown  8vo,,  6s. 

ANNUAL  REGISTER,  (THE).     A  Rc^ 
view  of  Public  Events  at  Home  and  Abroad* 
for  the  year  1893,     8vom  iHi. 
Volumes  of  the  Annual  Register  for  the 

years  1863-1892   can  still  be  had.      181,  j 
eaclu 

■  Anufltrong.^ Elizabeth  Faknesej  The 
Tcmiftgani  of  Spain.  By  Edward  Arm- 

strong, M-A„  Fellow  of  Queen's  College, Oxford.     8vo,,  i6j. 

Arnold*^ Works   by   T*   Arnold.   D,D», 
formerly  Head  Master  of  Rugby  School, 
ISfTRODrCTORY    LECTUREfi   ON    MODERN 

HisroRY.  8vo.,  7i*  6</. 
Miscellaneous  Works.  8vo,,  7*,  M, 

Bagwell.— Ireland  under  the  Tudors. 
By  Richard  Baowkll,  LL.D*  (3  volf*0 
Vols<  I.  and  II.  From  the  firet  invasion  of 

the  Northmen  to  the  year  1578.  S%'o.,  325* 
Vol.  ML  157816*13,     8vo,  i8j, 

BftlL— Historical  Rkview  of  the  Lbois- 
LATtVlt     SvSTKMS    OfERATIVE    tS    IhKLAND, 

from  the  Invasion  of  Henry  the  Second  to 

the  Union  {1 172-iKtjo).  Uy'ihe  Kt,  lion.  J. T.  li^LL.  8vo.,  61. 

'BesMlt.-'THK  History  of  Lonoox.  By 
Walirr  Bksant.  With  74  lltuRirations. 
Cm**,T!  Hvrt  ,  r«,  gd  Of  bound  as  r  School 
pr  .'H,  f>cL 
Bra  lERS   AND    A0D11E&&E%.      By 

LuKM  HKAKsry.  Navitt  tind  Maritime.  2 
rofjL    Crown  J*vo„  lui. 

Bright.— A   History   or    UNOLAKfi* 
the  Rev.  J.  Frank  Bkioht,  D.  D. 

Period    L     Mhulvvaj      ^*   -^  -  ...... 
Departure  of  ihc  f^< 
A.D.  449  to  1485.     i 

Period  H.     Personal  Monarcuv:  H< 
VIL  to  James  IL     1485  to  tOMI. 
SvOm  5*. 

Period  IH.     CojfSTlTUTtONAt    Mo^,%i 

William  and  Mary,  to  Wi" to  1S37.    Crown  8vo.,  7> 

Period  IV.     The  Growtij 
Victoria.     1S37  to  188a 

Buckle,— I^It&TORv   OF   CivitiHAiia 
England  and   Francs,  S^ain  a^ii^ 
LAND*      By  Henry  Tmoma»  B«>c 
vols.     Crown  8vo»,  a4tt 

Creighton.  —  Hkstorv    op   tua 
DUkING   THt   ReTORMATIOX.       Bv  Ml 

Creiohton,  D.D,,  LL.I>..  1 

borough.     Volt*.  L  and  II  , 
Vols.  HL  and  IV.,  1464-1510,  i^% 

1517-1537.  8vo.,  I5J. 

OUTEOiL— Works  by  the  Hon.  CjEOisdB^ 
Cl'r^on,  M.P. 

Problems  or  run  Fa«  East; 
Cork  A,  Cnima.    %vo^^  mis. 

Persia    asi 
With  9  ̂t 
and  an  In;.         .  .  '-         .  ■  .  ,*, 

De  Toctitteville.-'DeiiocitAcif    us 
icA.     Hy  ALtxm  DK  Tocr^it/BvtLLs.    i  I 
Crown  8vo.,  i6j, 

Ew&ld.— Workii    by    f 
Protestor  in  the  Unhv 

ThI:;     ANTIQUrTieS    OF    ibRA^t^ 

111,  M 

The  H 
Vol 111.     *  .If    »  .  I'^i       » m 

vri.  «».  voLviii,  in 
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Fitzpatrick.— Secret  Service  under 
Pitt.     By  W.  J.  Fitzpatrick.  8vo.,  75.  bd. 

Freeman.— The  Historical  Geography 
OF   EuKOPK.      Hy   Edward   A.   Fkeeman. 
U.C.L.,  LL.l).      With  65   Maps,      j  vols. 
8vo.,  3ii.  6t/. 

Fronde. -Works   by  James  A.   Fkoide, 
Kegius  Professor  of  Moderii  History  in  the 
Univeifity  of  Oxford. 
The    Historv  01    England,  from  the 

Fall   of  Wolsry  to    tlic    Defcai   of   the 
Spanish  .\rmada. 
Popular  Edition.      12  vols.     Crown  Svo. 

3s.  6f/.  each. 
Silver  Library  Edition.     1^  vols.    Crown 

Svo.  3s.  61/.  each. 
The  Divorce  of  Catherine  of  Ara- 

GON :  the  Story  as  told  by  tlie  Imperial 
Ambassadors  resident  at  the  Court  of 
Henry  VUI.  In  usnm  Laicorutn.  Crown 
8vo.,  65. 

The  Spanish  Story  of  the  Armada, 
and  other  Essays,  Historical  and  I^escrip- 
tive.     Crown  8vo.,  6s. 

The  English  in  Ireland  in  the 
Eighteenth  Century.  3  vols.  Crown 
8vo.,  185. 

Short  Studies  on  Great  Sl'hjects. 
4  vols.     Crown  8vo.,  35.  6</.  each. 

Cj£Sar:  a  Sketch.     Crown  8vo.,  35.  f)d. 

Clardiner.— Works  by  Samuel  Raw  son 
Gardiner,  M.A.,  Hon.  LL.D.,  Edinburgh. 

History  of  England,  Irom  the  Ac- 
cesTsion  of  James  I.  to  the  Outbreak  of  the 
Civil  War,  1603- 1642.  10  vols.  Crown 
Svo.,  6s.  each. 

A  History  of  the  Gricat  Civil  War, 

1642-1649.    4  vols.    Crown  8vo.,  65.  each 
A  History  of  the  Commonwealth 

and  the  Protectorate. 
[Vol.  I.  Xiarly  ready. 

The  Student's  History  of  England. 
With  378  Illustrations.    Crown  8vo..  i2i. 

Also  in  Three  Volunus. 

Vol.    I.    B.C.   55— A. n.    i5t)g.      With   173 
Illustrations.     Crown  8vo.  4s. 

Vol.    II.    1509-1689.      With  q6  Illustra- 
tions.    Crown  Svo.  4s, 

Vol.  III.  1689-1885.     With  109  Illustra- 
lions.     Crown  8vo.  45. 

Qreville.— A  Journal  of  the  Reigns  of 
King  George  IV.,  King  William  IV.,  and 

Queen  Victoria.  By  Charles  C.  F. 
Greville,  formerly  Clerk  of  the  Council. 
8  vols.    Crown  Svo.,  6j.  each. 

Hart. —Practical  Essays  in  American 
Government.  By  Albert  Bushnell 

Hart,  Ph.D.  &c.  Editor  of  *  Epochs  of 
.•Vmerican  History,'  &c.,  &c.     Crown  Svo.  6s, 

Hearn.— The  Government  of  England: 
it;;  Structure  and  its  Development.  By  W. 
Edwaud  Hka'.in.     8vo.,  i6i. 

Historic  Towns.— Edited  by  E.  A.  Free- man. D.C.L.,  and  Rev.  William  Hunt, 
y[.\.  With  Maps  and  Plans.  Crown  Svo., 

^s.  6d.  each. 

Bristol.     By  the  Rev.  W.  Hunt. 

Carlisle.     By  Man  dell  Creiohton, 
D.D.,  Bisliop  of  Peterborough. 

Cinque    Ports.      By   Montagu    Bur- 
rows. 

Colchester.     By  Rev.  E.  L.  Cutts. 

Exeter.     By  E.  A.  Freeman. 
London.     By  Rev.  W.  J.  Loftie. 

Oxford.     By  Rev.  C.  W.  Boase. 

Winchester.      By   Rev.   G.  W.  Kit- 
chin,  D.D. 

York.     By  Rev.  James  Raine. 

N EW  York.   By  Theodore  Roosevelt. 

Boston    (U.S.)       By    Henry    Cabot 
Lodge. 

Joyce.— A  Short  History  of  Ireland, 
!      from    the    Earliest    Times    to    160S.      By 

P.  W.  Joyce,  LL.D.     Crown  8vo.,  los.  6d^ 
i 

;  Lang.— St.  Andrews.  By  Andrew  Lang. 
I  With  8  Plates  and  24  Illustrations  in  the 
!      Text  by  T.  Hodge.     8vo.,  15*.  net. 

!  Lecky.— Works  by  William  Edward 

j      Hartpole  Lecky. 
History   of    England   in   the  High- 

I  then  Til  Century. Library  Edition.     8  vols.     Svo.,  £7  4s. 

I  Cabinet    Edition.      England.      7    vols. 
'  Crown    8vo.,    6s.   each.     Ireland.    5 

vols.     Crown  Svo.,  65.  each. 
History  of  European  Morals  from 
.\uGUSTUs  to  Charlemagne.     2  vols. 

I  Crown  Svo.,  \6s. 
I  History  of  the  Rise  and  Influence 
I  OF    THE    Spirit    of     Rationalism    in 

EuRoPH.  2  vols.  Crown  Svo.,  i6s, 
\hv.  Empire  :  its  Value  and  its  Growth. 

.\n  Inaugural  Address  delivered  at  the  Im- 
perial Institute,  November  20, 1893,  under 

the  Presidency  of  H.R.H.  the  Prince  of 
Wales.     Crown  Svo,  is,  W. 
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History,  Politics,  Polity,  Political  Memoirs,  &q, — camih 
Macaulay* — Works  by  Lord  Macaui^ay. 

Complete  Works  of  Lord  Macaulay. 
Cabinet  Edition.      16   vols.      Post   8vo., 

£4  i6. Library  Edition^     S  vols.     8vo.,  £$  5s, 

History  op  England  from  the  Ac- 
cession OF  JAMES  THE  SECOND. 

Popular  Edition,  2  vols.  Cr.  8vo.,  $s, 

Student^s  Edition.  2  vols,  Cr.  8vo.,  i^j. 

PeopIe^s  Edition.  4  vols.  Cr.  8vo.,  i6i. 
Cabinet  Edition.  8  vols.  Post  Svo.,  48s. 
Library  Edition.     5  vols.     8vo.,  £4. 

Critical  and  HtsTORicAL  Essays,  with 
Lavs  of  Ancient  Rome,  in  i  volume. 

Popular  Edition.    Crown  8vo.»  21.  6c/. 
Authorised  Edition.     Crown  8vo.,  21.  M.^ 

or  31.  6d.,  gilt  edges. 
Silver  Library  Edition.     Cr.  8vo.,  31,  6d. 

Critical  and  Historical  Essays. 

Student's  Edition.  1  volume.  Ct.8vo..6j. 
Pcople*s  Edition.  2  vols.  Cr,  8vo.,  Sj. 
Trevelyan  Edition.  2  vols,  Cr.  8vo,»gj, 
Cabinet  Edition.  4  vols.  Post  8vo.,  24 j. 
Library  Edition.     3  vols.     8vo.,  36*, 

Essays  which  may  be  had  separately 
price  6f/.  each  sewed,  u.  each  cloth. 
Addison  and  Walpole. 
Frederick  the  Great. 

Croker's  Bosweirs  Johnson, 
Hal  lam's  Constitutional  History. 
Warren  Hastings,     {yi.  sewed,  f^tf,  cloth). 
The  Earl  of  Chatham  ^Two  Essayn). 
Ranke  and  Glad.^one. 
Milton  and  Machiavelli. 
Lord  Bacon. 
Lord  Clive, 

Lord  Byron,  and  The  Comic  Dramatists  of 
the  Restoration. 

Mis  ous  Writings 

P'  lion.  I  vol.  Crowri8vo.,4J.6il. 
Lu...ij,  .  ..;aon,     a  voU.    Svo.,  ai». 

MtscuLLANeous  Writings   akd 
SPfiUCHES. 

Popular  Edition.     Crown  Svo,.  3s,  6tl. 
Cartinet  Edition.  Including  Indian  Penal 

Code,  Laysof.\ncicnt  Rome, and  Mivcel- 
laneouA  Poems.  ̂   vola,  Po^^t  8vo.*  24s. 

Sblbctions  fKOM   Tire  Writings    op 
Lord    Mac  aula  v.     Edited,   with   Occa- 
tional  NoteM,  hy  the  Right  Hon,  Sir  G.  O. 
Tfcvclyan,  Han.     Crown  8vo.,6j. 

MAy.~THd  Constitutional  History  or 

Esc  LAND  h'tncc  the  Acce»»ion  of  Gcoigc  111. 
J -60- 1870.  Kjf  i^ir  Tno.vfAx  Erskinf.  Mav, 
K.C.U.  (Lord  I'afnborougli).    jvoH.    Crown 

Merivale.—Works    by    ihc    V( CuAuLES  Mbrivalk,  late  Deftn  of 

History  ov  this  RoitAdts  vhdu 
Empire. 

Cabinet  Edition.    ?<  voU.     Cr. 
Silver  Library    •  H  vols. 

S'vo,^  31.  C*/.  V. 

The  Fall  of  thk  Roman  Ren 
a  Stiorl  History  of  tljc  La*t  Ccndv^ 
Common weaith,     iznio*«  71.  M. 

MontOOT'-^THE  I  1 
Constitutional  K  4 

Time  to  the  Present    I'sy.      By  l\  t, 
TaGU*  M.A.     Crown  8vo..  ji.  6rf. 

O'BrieiL— Irish  Ideas.     Ki 
DRESSES.       By    WuiiA%l     < 
Cr.  8vf>.  ss.  M. 

Preadergast— Trkland  puou  nm 
STOKAKON  HI  TMK  REVOLUTION,  tl 

By  John  P.  Prendekgast.  Author 
Cromwdlian  Settlement  m  Ireland 

Seebolim.— The  HNGLr-    ' MUM IV   Examined  in  j 
Manorial    and    Tribal    :  .     v. ... 
Frederic  Sekhohh.     With  ij 
Plates.     8vo.,  i6i. 

Sliarpe,— T ')^f»nN   and   tub    KiHij 
a  IT'  *       '   1-,  from  tbe/ 
at  <  ly  of  ibe  < 

tioii  i>.  1.1c  ̂   .1-.  v.  i.'-,,  '  •"      "^ 
R.  SharI'E,  D.C.L..  Kt 
Office  of  the  Town   CU 

London.     3  vols.     8vo.     Vo« 

Sheppant— Ml 
Palace.     By 

M.A.,  HubUcan  ui  mc  ̂ nAj't; 
lUustrAtioRS. 

SmitlL — Cakthagk  and  tiii 
lANS.      Ky     R.    Bosv.  ..in 
Asstniant  Mahter  it 

Maps,  Pbtis,  &£.    i 

Stephens  —A   Hiwrnitv  o^ 

Bai: 
I,  aiMk  II.   i    J    t.it .  , 

Stubbs,     !TisTc»nv  rn  Ttir  l*K!vrtrn 

l>ti the  ( 

8vo.»  121  >  '"!" 
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Sutherland. — The  History  op  Aus- 

tralia AND  New  Zealand,  from  1606  to 
1890.  By  Alexander  Sutherland,  M.  A., 
and  Georoe  Sutherland,  M.A.  Crown 

8vo.,  25.  6d. 

Todd.— Parliamentary  Government  in 
THE  British  Colonies.  By  Alpheus 
Todd,  LL.D.    8vo.,  30J.  net. 

Wakeman  and  Hassall.— Essays  Intro- 
ductory TO  the  Study  of  English  Con- 

stitutional History.  By  Resident  Mem- 
bers of  the  University  of  Oxford.  Edited  by 

Henry  Offley  Wakeman,  M.A.,  and 
Arthur  Ha.ssall,  M.A.    Crown  8vo.,  65. 

Walpole.— Works  by  Spencer  Walpolb. 

History  op  England  from  the  Con- 
clusion OF  THE  Great  War  in  1815  to 

1858.    6  vols.    Crown  8vo.,  65.  each. 

The  Land  of  Home  Rule:  being  an 
Account  of  the  History  and  Institutions 
of  the  Isle  of  Man.     Crown  8vo.,  6j. 

Wylie.— History  of  England  under 
Henry  IV.  By  James  Hamilton  Wylie, 
M.A.,  one  of  H.  M.  Inspectors  of  Schools. 
3  vols.  Crown  8vo.  Vol.  I.,  1399- 1404, 
los.  6rf.    Vol.  II.,  153.    Vol.  III.     [iHprep. 

Biography,   Personal   Memoirs,  &c. 
Armstrong.— The  Life  and  Letters  of 

Edmund  J.  Armstrong.  Edited  by  G.  F. 
Armstrong.     Fcp.  8vo.,  js.  6d. 

Bacon.— The    Letters    and    Life    of 
Fra.ncis  Bacon,  including  all  his  Oc-  ' 
CASioNAL  Works.     Edited  by  Jamks  Sped- 
DiNG.    7  vols.    8vo.,  >f4  45. 

Bagehot.- Biographical  Studies.  By 
Walter  Bagehot.    Svo.,  i2i. 

Boyd.— Twenty  -  five     Years    of    St. 
Andrews,  1865-1890.     By  A.  K.  H.  Boyd, 
D.D.,  LL.D.,  Author  of  '  Recreations  of  a 

Country  Parson,'  &c.     2  vols.     Svo.     Vol.  ! 
I.  125.     Vol.  II.  15s. 

Oarlyle.— Thomas   Carlyle  :   a    History  ' 
of  his  Life.     By  J.  A.  Froudk.  | 

1795-1835.     2  vols.     Crown  8vo.,  7i. 
1834-1881.     2  vols.     Crown  8vo.,  7s. 

Erasmns.— Life  and  Letters  of  liKAs- 
mus:  a  Series  of  Lectures  delivered  at  Ox- 

ford. By  James  Anthony  Froude.  8vo..  155. 

Pabert.— Abraham  Fauert  :  Governor 
of  Sedan  and  Marslial  of  France.  His  Life 

and  Times,  1599- 1662.  ByGnoKGE  IIoopku. 
With  a  Portrait.     8vo.,  ic«.  Gd. 

Pox.— The  Early  History  of  Charles 
James  Fox.  By  the  Ri^ht  Hon.  Sir  G.  O. 
Trkvelyan,  Bart. 

Library  Edition.     8vo.,  185. 
Cabinet  Edition.     Crown  8vo.,  6s. 

GranTille.— The  Letters  of  Harriet 
Countess  Granville,  1810-1845.  Edited 
by  her  Son,  the  Hon.  F.  Lbvbson  Gower. 
a  vols.    8vo.,  saj. 

Hamilton.  — Life  of  Sir  William 
Hamilton.  By  R.  P.  Graves.  3  vols. 
15s.  each.    Addendum.    8vo.,  6d,  sewed. 

Havelock.— Memoirs  of  Sir  Henry 
Havelock,  K.  C.  B.  By  John  Clark 
Marshman.     Crown  8vo.,  3*.  6d. 

Macaulay.— The  Life  and  Letters  of 
Lord  Macaulay.  By  the  Right  Hon.  Sir 
G.  O.  Trevelyan,  Bart. 

Popular  Edition,  i  volume.  Cr.8vo.,  2s.6d. 

Student's  Edition,  i  volume.  Cr.  8vo.,  6s, 
Cabinet  Edition.  2  vols.  Post  8vo.,  125. 

Library  Edition.     2  vols.     8vo.,  365. 

Marbot.— The  Memoirs  of  the  Baron 
DE  Maubot.  Translated  from  the  French 

by  .'Vkthur  John  Butler,  M.A.  Crown 
Svo.,  7s.  (ui. 

Montrose.— Deeds  of  Montrose:  The 
Memoirs  ofJames,  Marquis  of  Montrose, 
iOj«j-iG5o.  By  the  Kcv.  Gkorue  Wishart, 
I). I).,  (i^ishop  of  Edinburj^h,  1662-1671). 
Translated  by  the  Rev.  Alexander  Mur- 
nocH  and  H.  F.  More  land  Simpson,  4to., 

36s.  net. 
Seebohm.— The  Oxford  Reformers — 

John  Colet,  Euasmus  and  Thomas  More  : 
a  History  of  their  Fellow- Work.  By  Fred- 

eric; Seebohm.    8vo.,  145. 

Shakespeare.— Outlines  of  the  Life 
of  Shakespeare.  By  J.  O.  Halliwell- 
Phillipps.  With  numerous  Illustrations 

and  Fac-similes.    2  vols.    Royal  Hvo.^•£>^^%. 
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Shakespeaxe's  True  Life.  By  James Walter.  With  500  Illustrations  by 
Gerald  E.  Moira.     Imp.  8vo.,  z/s. 

Sherbrooke.—LiFE  and  Letters  of  the 
Right  Hon.  Robert  Lowe,  Viscount 
Sherbrookf..  G.C.B.  By  A.  Patchett 
Martin.   With  5  Portraits.   2vols.  8vo.,36s. 

Stephen.  —  Kssays  in  Hcclesiastical 
Biography.  By  Sir  James  Stephen. 
Crown  8vo.,  7s.  6/. 

Vemey. —  Memoirs  of  the  Vernev 
Family  during  the  Civil  War.  CoRipilcd 
from  the  Letters  and  Illustrated  by  the 
Portraits  at  Claydon  House,  Bucks.  By 
Frances  Parthenope  Verney.  With  a 
Preface  by  S.  R.  Gardiner.  M.A.,  LL.D. 

Walford.— Twelve  English  Author- 
esses. By  L.  B.  Walford.  Crown  S\-o., 

45.  td. Wellington.— Life    of    the    Duke    of 
Wellington.     By  the  Rev.  G.  R.  Gleig. 
M.A.     Crown  Svo..  3s.  bd. 
With  38  Portraits,  Woodcuts  and  Fac-simile. 
Vols.  I.  and  2.     Royal  Svo.,  ̂ zs. 

[Vol.  III.  ///  ///*■  Prm. 

Travel  and  Adventure,  the  Colonies,  &e. 

Arnold.— Works  by  Sir  Epnvin  Arnold,  '  Brassey.- Works     by 
K.C.I.R.  !      Brassey. 

the     late     Lady 

With  71    Illustra- 
6^/.     Cheap  Edition. 

Seas  and   Lands. 
tions.     Cr.  8vo.,  75. 
Cr.  8vo.,  35.  6r/. 

W'anderingW'ords:  a  Scries  of  Articles  ' 
contributed   chiefly  to   American    Maga- 

zines and  Newspapers.     With  numerous 
Illustrations.     8v'0.,  185. 

AUSTRALIA  AS  IT  IS,  or  1-acts  and 
Features,     Sketches,     and     Incidents     of  1 
Australia  and  Australian  Life  with  Notices  , 
of    New    Zealand.       By    A    Clergyman,  , 
thirteen   years   resident   in   the  interior   of 
New  South  Wales.     Crown  Svo.,  5s. 

Baker.- Works  by  Sir  S.  W.  Hakek. 
Eight  Years  in  Ceylon.     With  «j  lUus- 

trations.     Crown  8vo.,  35.  ti\. 
The  Rifle  and  the  FIound  in  Ceylon. 

6  Illustrations.     Crown  8vo.,  35.  6//. 

Bent. — Works    bv  J.   Theodore    Bent, 
F.S.A.,  F.R.G.S:  , 

The  Ruined  Cities  of  Mashonaland: 

being  a  Record  of  Excavation   and    Ex-  ' 
ploration  in  i8gi.     With  Map,  13  Plates,  , 
and  104  Illustrations  in  the  Text.     Crown  1 
8vo.,  75.  6</.  I 

The  Sacred  City  of  the  Ethiopians  : 
being  a  Record  of  Travel  and  Research  in  ; 
Abyssinia  in  1893.     With  8  Plates  and  65 
Illustrations  in  the  Text.     8vo.,  185. 

Boothby.— On  theWallaby;  or.Through 
the  East  and  Across  Australia.      By  Guy  ' 
Booth  BY.    8vo.,  185.  | 

The  Last  Voyage  to  India  and  Ai>- 
TRALiA  in  the  '  SuNBEAM.'  With  Chart* 
and  Maps,  and  40  Illustrations  in  Mono- 

tone, and  nearly  200  Illustrations  in  the 

Text  8vo.,  21S.  ' A  Voyage   in   the  *  Sunheam  ' ;  Our Home    on    the    Ocean    for    Eleve:* 
Months. 

Library  Edition.  With  8  Maps  and 
Charts,  and  iiS  Illustrations.     Svo.  2if. 

Cabinet  Edition.  With  Map  and  66 
Illustrations.     Crown  8vo..  75.  6rf. 

Silver  Library  Edition.  With  66  Illustra- 
tions.    Crown  8vo.,  3s.  6t/. 

Popular  Edition.  With  60  Illustrations. 
4to.,  6(/.  sewed,  15.  cloth. 

School  Edition.  With  37  Illustrations. 
Fcp.,  2s.  cloth,  or  3s.  white  parchmenL 

Sunshine  and  Storm  in  the  East. 

Librar>'  Edition.     With  2  Maps  and  141 
Illustrations.    8vo..  215. 

Cabinet  Edition.     With  2  Maps  and  114 
Illustrations.    Crown  Svo.,  75.  6t/. 

Popular  Edition.     With  103  Illustrations. 
4to.,  6</.  sewed,   15.  cloth. 

In  the  Trades,  the  Tropics,  and  the 

*  Roaring  Forties'. 
Cabinet    Edition.     With    Map    and   220 

Illustrations.     Crown  8vo.,  75.  6<f. 

Popular  Edition.    With  183  Illustrationiw 
4to.,  &^  sewed,  15.  cloth. 

Three  Voyages  in  the  *  Sunbe.\m'. 
Popular  Edition.  With  346  Illustrations. 

4to.,  25.  bd. 



MESSRS.  LONGMANS  6*  CO.'S  STANDARD  AND  GENERAL  WORKS. 

Travel  and  Adventure,  the  Colonies,  &e.—conHnHed. 
Bryden.  —  Kloof  and  Kakoo  :  Sport, 

Legend,  and  Natural  History  in  Cane  , 
Colony,  with  a  notice  of  the  Game  Birds,  ; 
and  of  the  present  distribution  of  the  Ante-  I 
lopes  and  Larger  Game.  By  H.  \.  Bryden.  ! 
With  17  full-page  Illustrations.     Svo.,  55.      j 

Fronde. — Works   by  James   A.  Froude.  \ I 

Oceana  :  or  England  and  her  Colonies. 
With  9   Illustrations.     Crown    8vo.,   2s. 
boards,  2s.  td.  cloth. 

The  English  in  the  West  Indies:  or,  I 

the  Bow  of  Ulysses.  With  g  Illustrations.  ' Crown  8vo.,  25.  boards,  2s.  (nL  cloth.  | 

Howard.— Life  with  Tkans-Siuerian 
Savages.  By  B.  Douglas  Howard,  M.A. 
Crown  8vo.,  6s.  \ 

Howitt.— Visits  to  Remarkable  Places.  | 
Old  Halls.  Battle- Fields,  Scenes,  illustrative  ' 
of  Striking  Passages  in  English  History  and 
Poetry.     By  William  Howitt.     With  80 
Illustrations.     Crown  8vo.,  35.  6ti. 

Knight.— Works  by  E.  F.  Knight. 

The  Cruise  OF  THE  'Alertk*:  the  nar- rative of  a  Search  for  Treasure  on  the 
Desert  Island  of  Trinidad.  With  2  Maps 
and  23  Illustrations.     Crown  8vo.,  35.  6tL 

Where  Three  Empires  Meet:  a  Nar- 
rative of  Recent  Travel  in  Kashmir, 

Western  Tilnjt,  Baltistan,  Ladak.  Gilgit, 
and  the  adjoining  Countries.  With  a 
Map  and  34  Illustrations.    Cr.  8vo.,  7s.  Cd. 

Lees  and  Clutterbuck.-B.  C.  1887  :  A 
Ramhle  in  British  Coli'mbia.  By  J.  A. 
Lees  and  W.  J.  Clu tterbuck,  Authors  of 

*  Three  in  Norway*.  With  Map  and  75 
Illustrations.     Crown  8vo.,  ̂ s.  6c/. 

Montague.— Tales  or  a  Nomad  :  or, 
Sport  and  Strife.  By  Ciiakles  Montague. 
Crown  Svo.,  65. 

MnrdoclL — From  Edinburgh  to  the 
Antarctic.  By  W.  G.  Burn  Murdoch,. 
Artist.  Profusely  Illustrated  by  the  Author. 
Supplemented  by  the  Science  Notes  of  the 
Naturalists  of  the  Expedition,  W.  S.  Bruce» 
J.  J.  W.  Campbell  and  C.  W.  Donald^ M.B. 

Nansen.— Works  by  Dr.  FridtjofNansen. 
The  First  Crossing  of  Greenland. 
With  numerous  Illustrations  and  a  Map. 
Crown  8vo.,  "jx.  6tl, 

Eskimo  Life.  Translated  by  William 
Archer.  With  31  Illustrations.  8vo.,  165. 

Peary. — My  Arctic  Journal  :  a  Year 
among  Ice-Fields  and  Eskimos.  By 
Josephine  Diebitsch-Peary.  With  ig 
Plates,  3  Sketch  Maps,  and  44  Illustrations 
in  the  Text.  8vo.,  125. 

Rockhill.— The  Land  of  the  Lamas: 
Notes  of  a  Journey  through  China,  Mon- 

golia, and  Tibet.  By  William  Wood- 
ville  Rockhill.  With  2  Maps  and  61 
Illustrations.  8vo.,  151. 

i  Smith.— Climhing  in  the  British  Isles. 
By  W.  P.  Haskett  Smith.  With  Illustra- 

tions by  Ellis  C.vk. 
Part  I.  England.     Fcp.  8vo.,  35.  6rf. 
Part  II.  Wales.  [Inpnparaiion, 
Part  III.  Scotland.         [/«  preparation, 

'  THREE  IN  NORWAY.  By  Two  of  Them. 
i      With  a  Map  and  59  Illustrations.     Crown 

8vo.,  2s.  boards,  is.  61/.  cloth. 

Von    Hohnel.— Discovery     of     Lakes 
;      Rudolf   and   Sthfanik  :    A   Narrative  of 

'      Count   Samuel   Telkki's    Exploring   and 
Hunting  Expedition  in  Eastern  Equatorial 
Africa   in  1887  and  1888.     By  Lieutenant 
Ludwig  von    Hohnel.      With   17Q  Illus- 

trations and  5  Maps.     2  vols.     8vo.,  42s. 

I  Whishaw.— Out  of  Doors  in  Tsarland: 
a  Record  of  the  Seeings  and  Doings  of  a 

I  Wanderer  in  Russia.  BypRED.J.WHiSHA'.v. 
Cro\Nn  8vo.,  7s.  td. 

Veterinary  Medicine,  &e. 
SteeL — W'orks  by  John    Henry   Steel.  I 

A  Treatise  on  the  Diseases  of  the  ! 
Dog.    With  bS  Illustrations.   8vo.,  loj.  6f?. 

A  Treatise  on  the  Diseases  of  the 
Ox.     With  iig  Illustrations.     8vo.,  15^.     | 

A  Treatise  on  the  Diseases  of  the  ; 
Sheep.   With  100  Illustrations.  8vo.,  12s.  \ 

Ktswygram.— Horses  and  Stables.  By 
Major-General  Sir  F.  Fitzwygram,  Bart. 
With  56  pages  of  Illustrations.  8vo.,  25.  td. 
net. 

"  Stonehenge."~THK  Dog  in  Health  and 
Disease.  By  **  Sto.nehenge  ".  With  84 
Wood  Engravings.     Square  cr.  8vo.,  71.  6rf. 

Youatt.-- Works  by  William  Youatt. 

The  Horse.  Revised  and  Enlarged  by 
W.  Watson,  M.R.C.V.S.  Woodcuts. 
8vo.,  js.  Cui. 

The  Dog.  Revised  and  Enlarj;ed. 
Woodcuts.      8vo.,  6$. 
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THE  BADMINTON  LIBRARY. 

Edited  by  the  Duke  of  Beaufort,  K.G.,  assisted  by  Alfred  E.  T.  Watson 

ARCHERY.     By  C.  J.  Longman  and 
Col.  H.  Walrond.  With  Contributions  by 
Miss  Legh  and  Viscount  Dillon.  With 
numerous  Illustrations.    Cr.  8vo.,  loi.  dd. 

ATHLETICS  AND  FOOTBALL.  By 
Montague  Shearman.  With  51  Illustra- 

tions.    Crown  8vo.,  105.  6d. 

BIG  GAME  SHOOTING.  By  Clive 
Phillipps-Wolley,  Sir  Samuel  W. 
Baker,  W.  C.  Oswell,  F.  C.  Selous,  &c. 
Vol.    I.  Africa  and   America.      With  77 

Illustrations.     Crown  8vo.,  10s.  6d. 

Vol.   II.     Europe,  Asia,  and   the  Arctic 
Regions.     With  73    Illustrations.     Cr. 
8vo.,  I05.  6^. 

BOATING.  By  W.  B.  Woodgate. 
With  a.i  Introduction  by  the  Rev.  Ed- 
mond  Warre,  D.D.,  and  a  Chapter  on 

'Rowing at  Eton,'  by  R.  Harvey  Mason. 
With  49  Illustrations.     Cr.  8vo.,  loj.  bd. 

COURSING  AND  FALCONRY.  By 
Harding  Cox  and  the  Hon.  Gerald 
Lascelles.  76  Illustrations.  Cr.  8vo., 
105.  td, 

CRICKET.  By  A.  G.  Stei- l  and  the 
Hon.  R.  H.  Lyttelton.  With  Contri- 

butions by  Andrew  Lang,  R.  A.  H. 
Mitchell,  W.  G.  Grace,  and  F.  Gale. 
With  64  Illustrations.  Crown  Svo.,  los.  6rf. 

CYCLING.  By  Viscount  Bury  (Earl 
of  Albemarle),  K.C.M.G..  and  G.  Lacy 
Hii.LiKR.  8g  Illustrations.  Cr.Svo.,  ioi.6</. 

DRIVING.  By  the  DuKi:  OF  Beaufort. 
With  65  Illustrations.  Crown  8vo.,  los.  td. 

FENCING.  BOXING,  AND  WREST- 
LING. By  Walter  H.  Pollock,  F.  C. 

Grove,  C.  Prevost,  E.  B.  Mitchell, 
and  Walter  Armstrong.  With  42 
Illustr.itions.     Crown  Svo.,  105.  bd. 

F'lSHING.  By  11.  Cholmondeley- Pennell.  With  Contributions  by  the 
Mar(^uisof  Exetkr,  Henry  R.  Fkancis, 
Major  John  P.  Tkaherxe,  G.  Chkisto- 
PHER  Davies,  R.  H.  Makston,  &.Z. 

Vol.     I.    Salmon,    Trout,    and    Grayling. 
With  15s  Illustrations.  Cr.  8vo.,  los.  Or/. 

Vol.    II.    Pike    and    other    Coarse    Fish. 
With  133  Illustrations.  Cr.  Svo.,  105.  6(/. 

GOLF.  By  Horace  G.  Hutchinson, 
the  Rt.  Hon.  A.  J.  Bali  ouk,  M.P.,  Sir  W. 
G.  SiMP.sON,  IWt.,  Lord  Wellwood,  II. 
S.  C.  EvERARD,  Andrew  Lang,  and  other 
Writers.  With  8g  Illustrations.  Crown 
Svo.,  los.  6d. 

HUNTING.  By  the  Duke  of  Beau- 
FORT,  K.G.,  and  Mowbray  Morris.  With 
Contributions  by  the  Earl  of  Suffolk 
and  Berkshire,  Rev.  E.  W.  L.  Davies, 
Digby  Collins,  and  Alfred  £.  T. 
Watson.  53  Illustrations.  Cr.  8vo.,  ios,bd, 

MOUNTAINEERING.  By  C.T.Dent, 
Sir  F.  Pollock,  Bart.,  W.  M.  Conway, 
Douglas  Freshfield,  C.  E.  Mathews, 
&c.  108  Illustrations.  Crox^-nSvo.,  ios.6i. 

RACING  AND  STEEPLE  -  CHAS- 
ING.  By  the  Earl  of  Suffolk  and 
Berkshire,  W.  G.  Craven,  Arthur 
Coventry,  &c.  With  58  Illustrations. 
Crown  8vo.,  loj.  6</. 

RIDING  AND  POLO.  By  Captain 
Robert  Weir,  J.  Moray  Brown,  the 
Duke  of  Beaufort,  K.G.,  the  Earl  of 
Suffolk  and  Berkshire,  &c.  With  59 
Illustrations.     Crown  8vo.,  los.  6d. 

SHOOTING.     By  Lord  Walsingham 
and   Sir  Ralph  Payne-Gallwev,  Bart. 
With    Contributions    by    Lord    Lovat. 
Lord   C.   Lennox   Kerr,   the    Hon.  G. 
Lascelles,  and  A.  J.  Stuart-Wortley. 
Vol.  I.  Field  and  Covert.  With  105  Illus- 

trations.    Crown  Svo.,  103.  td. 

Vol.  II.  Moor  and  Marsh.  With  65  Illus- 
trations.    Crown  Svo.,  los.  6^/. 

SKATING.  CURLING,  TOBOGGAN- 
ING,  AND  OTHER  ICE  SPORTS,  By 
J.  M.  Heathcote,  C.  G.  Tebmutt,  T. 
.Maxwell  With  am,  the  Rev.  John  Kerr, 
OR.MOND  Hake,  and  Colonel  Buck.  With 
2S4  Illustrations.     Crown  Svo.,  los.  6d. 

SWIMMING.  By  Archibald  Sinci^ir 
and  William  Henry.  With  11  g  Illustra- 

tions.    Crown  Svo.,  los.  6</. 

TENNIS,  LAWN  TENNIS, 
RACKETS  AND  FIVES.  By  J.  M. 
and  C.  G.  Heathcote,  E.  O.  Pi.eydell- 
liouvEuiE  and  A.  C.  Ainger.  With  Con- 

tributions by  the  Hon.  A.  Lyttelton. 
W.  C.  Marshall,  Miss  L.  Don,  &c. 
Witli  79  Illustrations.     Cr.  Svo.,  loj.  6d, 

YACHTING. 

Vol.  I.  Cruisinj(,  Construction,  Racing 
Rules,  Fitting-Out,  &c.  By  Sir  Edward 
Sullivan,  Bart.,  Lord  Brassev. 
K.C.B.,  C.  E.  Seth-Smith,  C.B.,  &c. 
With  114  Illustrations.  Cr.  8vo.,  los.  bd. 

Vol.  II.  Yacht  Clubs,  Yachting  in  America 
and  the  Colonies,  Yacht  Racing,  &c 
By  R.  T.  Pritchett,  the  Earl  of 
Onslow.  G.C.M.G.,  &c.  With  195 
Illustrations.    Crown  8vo.,  los.  &I. 
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FUR  AND  FEATHER  SERIES. 

Edited  by  A.  E.  T.  Watson. 

THE  PARTKIOGE.  Natural  History, 
by  the  Rev.  H.  A.  Macphkrson  ;  Shooting, 
by  A.  J.  Stuart-Woktley  ;  Cookery,  by 
George  Saintsbury.  With  ii  full-page 
Illustrations  and  Vignette  by  A.  Thorburn, 
A.  J.  Stuart- Wortley,  and  C.  Wiivmper. 
and  15  Diagrams  in  the  Text  by  A.  J. 
Stuart-Wortley.     Crown  Svo.,  55. 

WILDFOWL.  By  the  Hon.  John  Scott- 
Montagu,  M.P.,  etc.  Illustrated  by  A.  J. 
Stuart  -  Wortley,  A.  Thorburn,  and 
others.  [In  prtpanition. 

THE  GROUSE.  Natural  History  by  the 
Rev.  H.  A.  Maci»hers()n  ;  Shooting,  by  A. 
J.  Stuvrt-Wortley  ;  Cookery,  by  George 
Saintsbury.  With  13  Illustrations  by  J. 
Sti'art-Worti.ey  and  A.  Thorburn,  and 
various  Diagrams  in  the  Text.  Crown  8vo., 

55- 

TH  E  HARE  AND  THE  RABBIT.  By 
the  Hon.  Gkrald  Lascei.lks,  etc. 

[In  preparation. THE  PHEASANT.      By  A.  J.  Stuart- 

Wortley,  the  Rev.  H.'A.  Macpherson, and  A.  J.  Innes  Shand.       [//*  preparation. 

Oampbell-Walker.— The  Correct  Card  : 
or.  How  to  Play  at  Whira ;  a  Whist  Catc-  1 
chism.     By  Major  A.  Campbell-Walker, 
F.R.G.S.     Fcp.  8vo.,  25.  M. 

DEAD  SHOT  (THE):  or.  Sportsman's 
Complete  Guide.  Being  a  Treatise  on  tlie  Use 
of  the  Gun,  with  Rudimentary  and  Finishing 
Lessons  on  the  Art  of  Shooting  Game  of  all 
kinds,  also  Game  Driving,  Wild-Fowl  and 
Pigeon  Shooting,  Dog  Breaking,  etc.  By  ■ 
Marksman.     Crown  8vo.,  105.  td. 

Palkener.— Games,   Ancient    and    Ori-  . 
ental.   and   How   TO   Play   Tmem.      By  ! 
Edward     Falkener.       With      numerous 

Photographs,  Diagrams,  &c.     8vo.,  21s. 

Ford. — The  Theory  and   Practice    of  i 
Archery.      By     Horace      Ford.       New  \ 

Edition,  thoroughly  Revised  and  Re-written  ' 
by  W.  Butt,  M.A.     With  a  Preface  by  C. 
J.  Longman,  M.A.    Svo.,  14s. 

Fowler.  —  Recollections      of      Old 
Country  Life,  Social,  Political,  Sporting,  ; 

and    Agricultural.       By    J.    K.     I-'owler 
('  Rusticus '),  formerly  of  Aylesbury.     With 
Portrait  and  10  Illustrations.     8vo.,  105.  bd. 

Francis,— A  Book  on  Angling  :  or,  Trea- 

tise on  the  Art  of  F'ishing  in  every  Branch ; including  full  Illustrated  List  of  Salmon 
Flies.  By  Francis  Francis.  With  Por- 

trait and  Coloured  Plates.   Crown  Svo.,  155. 

Hawker. — The  Diary  op  Colonel  Peter  ' 
Hawker,  Author  of '  Instructions  to  Young 
Sportunen.*     With  an  Introduction  by  Sir  j 
Ralph   Paynb-Gallwby,  Bart.      2  vols.  ' 
8vo.,  3as. 

Longman.  —  Chess  Openings.  By 
Frederick  WT  Longman.  Fcp.  8vo.,  2s,  6c/. 

Maskelyne.— Sharps  and  Plats:  a 
Complete  Revelation  of  the  Secrets  of 
Cb.eiiting  at  Games  of  Chance  and  Skill.  By 
John  Nevil  Maskelyne,  of  the  Egyptian 
Hall.  With  62  Illustrations.  Crown  8vo.,  65. 

Payne-Oallwey.— Works  by  Sir  Ralph 
Payne-Gallwey,  Bart. 

Letters  to  Voi:ng  Shooters  (First 
Series).  On  the  Choice  and  use  of  a  Gun. 
With  41  Illustrations.   Crown  8vo.,  71.  6d. 

Letters  to  Yoi:ng  Shooters.  (Second 
Scries).  On  the  Production,  Preservation, 
and  Killing  of  Game.  With  Directions 
in  Shooting  Wood- Pigeons  and  Breaking- 
in  Retrievers.  With  a  Portrait  of  the 
Author,  and  103  Illustrations.  Crown 
8vo.,  lis.  bd. 

Pole.  -The  Theory  of  the  Modern- 
Scientific  Game  ok  Whist.  By  W. 
Pole.  F.R.S.     Fcp.  8vo..  is.  6d. 

Proctor.— W'orks  by  Richard  A.  Proctor. 
How  TO  Play  Whist:  with  the  Laws 
AND Iitiquette OF  Whist.  Cr.  8vo., 31. 6J. 

Home  Whist:  an  Easy  Guide  to  Cor- 
rect Play.     i6mo.,  15. 

Bonalds.  The  Fly-I'isher's  Entomol- 
ogy. By  Ali-red  Ronalds.  With  coloured 

Representations  of  the  Natural  and  Artificial 
Insect.  With  20  coloured  Plates.    8vo.,  14J. 

Wilcockfl,— The  Sea  Fisherman  :  Com- 
prising thcChicf  Methods  of  Hook  and  Line 

Fishing  in  the  British  and  other  Seas,  and 
Remarks  on  Nets,  Boats,  and  Boating.  By 
J.  C.  WiLcocKS.    Illustrated.  Cr  Svo.,  65. 
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Mental,  Moral,  and  Political  Philosophy. 
LOGIC,  RHETORIC,  PSYCHOLOGY,  ETC. 

The  Elements  of  Logic.     By  i  Crozier.— Civilisation  and  Pkogress- Abbott 
T.  K.  Abbott,  B.D.     i2mo.,  35. 

Aristotle.— Works  by. 

The  Politics  :  G.  Bekker's  Greek  Text 
of  Booksl.,  III.,  IV.  (VII.),  with  an  English 
Translation  by  W.  K.  Bolland.  M.A.  ; 
and  short  Introductory  Essays  by  A. 
Lano,  M.A.     Crown  8vo.,  js.  6(1. 

The    Politics  :    Introductory    Essays. 

By    Andkew    Lang    (trom  Bolland    and  | 

Land's  *  Polities').     Crown  Svo.,  2s.  6d.     | 
The  Ethics:  Greek  Text,  Illustrated  1 

with  Essay  and  Notes.  Hy  Sir  Alexan  i 
DER  Grant,  Bart.     2  vols.     Svo.,  32s. 

The     Nicomachean     Ethics:    Newly' 
Translated    into    English.      liy    Robert 
Williams.     Crown  8vo.,  75.  6//. 

An  Introduction  to  Aristotle's 
Ethics.  Books  I.-IV.  (Book  X.  c.  vi.-ix. 
in  an  Appendix).  With  a  continuous 
Analy.^is  and  Notes.  By  the  Rev.  Edw. 
Moore,  D.D.,  Cr.  Svo.  los.  6J. 

Bacon. — Works  by  Francis  Bacon. 
Complete   Works.     Edited   by  R.  L. 

Ellis,    Jamks    Si'edding     and    I).    D. 
Heath.     7  vols.     8vo.,  ;f3  13s.  dd. 

Letters  and  Life,  including  all  his 
occasional  Works.  Edited  by  James 

Spedding.     7  vols.     Svo.,  ;^'4  4J. 
The  Essays:  with  Annotations.  By 
Richard  Whately,  D.D.     Svo.,  ios.  6d. 

The  Essays:  with  Introduction,  Notes, 

and  Index.     By  E.  A.  Abbott,  P.D.     2  ' 
Vols.    Fcp.  Svo.,  65.    The  Text  and  Index  | 
only,  without  Introduction  and  Notes,  in  | 
One  Volume.     Fcp.  Svo.,  2s.  bd.  \ 

by    Alexander    Bain, 

By  John  Beattie  Ckozier.  M.D.  With 
New  Preface.  More  fully  explaining  the 
nature  of  the  New  Organon  used  in  the 
solution  of  its  problems.     Svo.,  14s. 

Davidson. — The  Logic  of  Definition, 
Explained  and  Applied.  By  William  L. 
Davidson,  M.A.     Crown  Svo.,  d$. 

(Jreen.— The  Works  ok  Thomas   Kill 
Green.     Edited  by  R.  L.  Nettleship. 

Vols.  I.  and  II.  Philosophical  Works.     8vo., 
i6i.  each. 

Vol.  III.  Miscellanies.     With   Index  to  the 
three  Volumes,  and  Memoir.     Svo.,  215. 

Heam.  -The  Aryan  Household  :  its 
Structure  and  its  Development.  An  Intro- 

duction to  Cor.iparative  Jurisprudence.  By 
W.  Edward  Hearn.     8vo.,  i6j. 

Hodgson.— Works  by  Shadworth  H. 
Hodgson. 

Time  AND  Space  :  a  Metaphysical  Essay. 
Svo..  165. 

The  Theory  of  Practice  :  an  Ethical 

Inquir)'.     2  vols.     8V0..245. 
The  Philosophy  of    Reflection.    2 

vols.       8vO.,  2Ii. 

Hume.— The  Philosophical  Works  of 
David  Hume.  Edited  by  T.  H.  Green 
and  T.  H.  Grose.  4  vols.  8vo..  565.  Or 

separately,  Essays.  2  vols.  2Ss.  Treatise 
of  Human  Nature.     2  voU.     2Si. 

Johnstone.— A  Short  Introduction  to 
the    Study    of    Logic.      By    Laurence 
Johnstone.  With  Questions.  Or.  ̂ vo.,2i.6rf. 

,  Jones.— An  Introduction   to  General 
Logic.     By  E.  E.  Constance  Jones. 
8vo.,  ±s.  6</. 

Bain.  — Works 
LL.D. 

Mental  Science.     Crown  Svo.  6s.  6t/.     | 
Moral  Science.     Crown  Svo.,  45.  61/.      I 

The  two  works  as  above  can   he  had  in  one  i 

volume,  price  los.  6d.  1 

Senses  AND  the  Intellect.    Svo.,  15s.  ' 
Emotions  and  the  Will.     Svo.,  15s.    1  ,,     j.     ti-     1     u    t  t- 

LoGic,    Deductive    and     Inductive.  '  Kant.- -Works  by  Immanuel  Kan
t 

Cr. 
Justinian.— The  Institutes  of  Justin- 

ian :  Latin  Text,  cliieriy  that  of  Huschke. 
with  English  Introduction.  Translation, 
Notes,  and  Summary.  By  Thomas  C. 
Sandars,  M.A.     8vo.,  iSs. 

Part  I.  45.     Part  II.  6s.  6d.  ' 

Practical  Essays.     Crown  Svo.,  3s.        ' 

Bray.  -Worksby  Charles  Bray.  , 
The    Philosophy  of   Necessity:    or  | 
Law  in  Mind  as  in  Matter.     Cr.  8vo„  55.  I 

The  Education  of  the  Feelings:  a  ■ 

Moral  System  for  Schools.  Cr.Svo.,  25. 6</.  I 

Critique  of  Practical  Reason,  and 
Othe:i  Works  on  the  Theory  of 

Ethics.  Translated  by  T.  K.  Abbott. 
B.D.     With  Memoir.     Svo.,  X2i.  6d. 

Introduction  to  Logic,  and  HisE.ssay 
ON  the  Mistaken  Suhtilty  of  the 

Four  Figures.  Translated  by  T.  K. 
Abbott.    Svo.,  6s. 

Bray.-ELEMENTs  of  Morality,  in  Easy  i  Killick.— Handbook  to  Mill's  System 
LcKsons  for  Home  and  School  Teaching,  j  qf  Logic.  By  Rev.  A.  H.  Killick,  M.A. 
By  Mrs.  Charles  Bray.    Cr.  Svo.,  is.  6d.  '      Crown  Svo.,  35.  M, 
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Mental,  Moral  and  Political   Philosophy — continued. 
LadcL— Works  by  G.  T.  Ladd. 

Elements  of  Physiological  Psy- 
chology.    8V0.,  213. 

Outlines  of  Physiological  Psychol- 
ogy. A  Text-book  of  Mental  Science  for 

Academies  and  Colleges.     8vo.,  125. 

Psychology,  Desckiftivi:  and  Ex- 
planatory :  a  Treatise  of  the  Phenomena, 

Laws,  and  development  of  Human  Mental 
Life.     iSvo.,  21s. 

Lewes. — The  History  of  Philosophy, 
from  Thales  to  Comte.  By  Geokue  I  Ienky 
Lewes.     2  vols.    8vo.,  325. 

Max  Mnller. — Works  by  V.  Max  Mi'ller. 
The  Science  OF  Thought.    8vo.,  21s. 
Three  Introductory  Lectures  on 

the  Science  of  Thought.    8vo.,  25.  td. 

Mill.-- Analysis  of  the  Phenomena  of 
the  Human  Mind,  liy  Jamks  Mill. 
2  vols.     Svo..  2 hi. 

Mill.— Works  by  John  Stuart  Mill. 
A  System  of  Logic.    Crown  8vo.,  35.  6</. 

On  Liberty.     Crown  .Svo.,  is.  4</. 
On     Representative     Government. 

Crown  livo..  2s. 

Utilitarianism.     Svn.,  55. 

Examination  of  Sir  William  PLvmil- 
ton's  Philhsomiy.     bvo.,  iCs. 

Nature,   the    Utility   of    Religion,  ' 
and  Theis.m.     Three  Essays.     8vo.,  55. 

Monck. — Introduction   to   Logic.      By  1 
W.  H.  S.  Monck.     Crown  8vo.,  5s. 

Sidgwick.— Distinction  :  and  the  Criti- 
cism of  Belief.  By  Alfred  Sidgwick. 

Crown  8vo.,  6s. 

Stock.— Deductive     Logic.       By 
George  Stock.    Fcp.  8vo.,  3*.  6</. 

St. 

Sully.  —Works  by  J  am  e  s  Sully. 
The    Human    Mind:    a   Textbook   of 

Psycholotjy.     2  vols.     8vo.,  21s. 
Outlines  of  Psychology.     8vo.,  qs. 

The    Teacher's    IIandhook    of    Psy- 
ciK^nx.v.     Crown  8vo.,  5s. 

Swinburne. — Picture  Logic  :  an  Attempt 
to  Popularise  the  Science  of  Reasoning. 
By  Alfred  James  Swinburne,  M.A. 
With  23  Woodcuts.     Post  8vo.,  jS. 

Thomson.— Oltl  I  NFS  of  the  Necessary 
Laws  of  Thought  :  a  Treatise  on  Pure  and 

Applied  Logic.  By  William  Thomson, 
D.D.,  formerly  Lord  Archbishop  of  York. 
Post  8vo.,  6i. 

Webb.— The  Veil  of  Isis  :  a  Series  of 
Essays  on  Idealism.  By  T.  E.  Webb.  8vo., 
lOi.  6</. 

Whately.  Works  by  R.  Whately,  D.D. 
Bacon's   Essays.      With    Annotation. 
By  R.  Whately.     8vo.  lOi.  6</. 

Elements  of  Logic.     Cr.  Svo.,  45.  td. 
Elements  of  Rhetoric.    Crown  Svo., 

4s.  td. 
Lessons  on    Reasoning.      Fcp.   Svo., 

15.  6rf. 

Zeller.— Works  by  Dr.  Edward  Zeller, 
Professor  in  the  University  of  Berlin. 
The  Stoics,  Epicureans,  and  Sceptics. 

rranslated   \>y  the   Rev.  ().  J.  Reichel, 
M.A.     Crown  8vo.,  155. 

Outlines  of  the  History  of  Greek 
Philosophy.      Translated  by  Sarah  F. 

I  Alleyne  and  Evelyn  Abbott.     Crown 
8vo..  ICS.  6i/. 

Plato    and    the    Older    Academy. 
Translated  by  Sauah   F.  Alleyne  and 
Alfred  Goodwin,   B.A.      Crown   Svo., 
iSs. 

Socrates  and  the  Socratic  Schools. 
Translated  by  the  Rev.  O.  J.  Reichel, 
M.A.     Crown  8vo.,  105.  d/. 

MANUALS  OF  CATHOLIC  PHILOSOPHY 

(Stonyhurst  SiritxJ. 

A  Manual  of  Political  Economy.     By  1  Moral  Philosophy  (Ethils  and  Natural 
C.  S.  Devas,  M.A.     Crown  8vo..  6s.  6d. 

First  Principles  of  Knowledge.      By 
John  Rickaby,  S.J.     Crown  8vo.,  55. 

General  Metaphysics.    By  John  Rick- 
ABY,  SJ.     Crown  8vo.,  51. 

Looic.      By  Richard   F.  Clarke,   S.J.  |  Psychology.    By  Michael  Mahek,  S.J 
Crown  8vo.,  55.  1      Crown  8to.,  65.  6</. 

Law.      By  Joseph  Rilkaby,  S.J. 8vo.,  5s. Crown 

Natural     Theology.        By     Bernard 
BoKDDER,  S.J.     Crown  8vo.,  61.  6d. 
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History  and  Science  of  Language,  &e. 
Bavidsori,  —  Leading  and  Important 

English  Words:  Explained  and  Exem- 
pliiicd.  By  William  L.  Daviosok,  M.A. 
Fcp.  8vo.,  3*.  6d. 

Farrar,—  Lakcuage  and  Lan^guages  : 
By  F.  W.  Farkar,  D.D,.  F.R.S.  Crown 
8vo..  6s. 

Graham.— English  Synokyms,  Classified 
and  Explained :  with  Practical  Exercises. 
By  G.  F,  Gramam,     Fcp.  8vo»»  6s* 

Max  Miller.— Works  by  F.  Max  Mcller. 
The  Science  of  Language*  Founded  on 

Lectures  delivered  at  the  Roj'al  Institution 
in  i86i  and  1863.    a  vols.   Crown  8vo,,  21*. 

BlOGRAPHiKs  OF  Words,  and  the  Home 
OF  THE  Aryas.     Crown  Svo.,  75.  6rf. 

Max  Miiller.— Works  by  F,  M  ax  M' 

Three  Lectures  ox  the  Sciei 
Language,  ako  ns  Flack  1^  Oi 
Education,  d«Uvered   at  Oadbtdt 

Crown  8vo„  51.  * 

Boget* — Thesaiipus  of  E>  \\ 
AND  Phrases,     Clas^^tlied  .- 
as  Co   Facilitate   the  Exfirc^^o 

'       and  assist    in    I  iterary    Comr 

PETEK    Mai::      "'  '       ' composed    I 

proved,  paxtiy  iit-.u  .    r 
with   a   fuU    Indent   b'. 

John  Len^'is*  Rogpi.     l 

Whately.— ExoufiH    SvNotiYifa.. 
Jane  WMATKi,r.    Fcp*  8va.,  3s. 

Political  Economy  and  Economies. 
Ashley.— English  Economic  History 

ANi>  Theory.  By  W,  J.  Ashley,  M.A. 
Crown  Svo.,  Part  I.,  5s.     Part  II.  loj.  6^/. 

Bageliot,— Economic  Studies.    By  Wal- 
lEK  BaGEHOT.      Svo*,  lOJ.  6</. 

Barnett.  — Practicable  Socialism  :  Ea- 
sa\>  on  Social  Kefomi.  By  the  Rev.  S,  A. 
and  Mrs.  Barnett.     Crown  Svo.,  6s. 

Brassey.— Papers  and  Addresses  un 
Work  and  Wages.  By  Lord  Brassey. 
Edited  by  J,  Potter,  and  with  Introduction 
by  George  Howell,  M,P.    Crown  ̂ vo.,  55, 

)0'7a8* — A  Manual  op  Political  Econ- 
omy. By  C,  S.  Ubvas,  M.A,  Crown  Svo.^ 

65*  6d.     {Manuals  of  Catholic  Phthsophy.\ 

BowelL—A  History  oi'  Taxation  and 
Taxes  i3<  Englano,  from  the  Earlicsst  Times 
to  the  Year  1885.  By  Stephen  Dow  ell, 
(4  vols.  8vo.|  Vols.  L  and  IL  The  Hij^tory 
of  Taxation,  215.  Vols.  HL  and  IV,  The 

History  of  Taxes,  21s, 

JotdaiL—THE  Standard  of  Value.  By 
WiLLL\M  Leighton  Jordan.     8vo.,  6j. 

Leslie.— Essays  in  Political  Economy. 
By  T.  E.  CuFFE  Leslie*     8vo,.  ioj.  6t/. 

Macleod,    U'orks    by    Henry  Dunning Mf-  ■—    M.A. 
Ti  NTS  OP  Banking.     Crown 

f., .,  ■  /_ 
The  iHEUHY  AND  PRACTICE  OP  BaNKINQ. 

Vol.  L    8vo.,  in.     Vol.  IL     14s. 
Thi  Theory  op  Credit.    Hvo.    Vol.  L 

JO*,  net.    Vol.  IL,  Pan  L,  41.  Od,   Vol.  IL 
Fart  IL,  sof.  ttt 

MilL—POLITICAJ-     ECONOMV. 
Stuart  Mi^l. 

Popular  Edition.     Crown  8ii>^jj.l 
I -ihrar>*  Edition,     2  vol%.     S*0.»^ 

Shixrea,- An  Analysis  or  nmj 
Economics.      By    L.    P.    Hiaji 
sometime  Finance   Under- 
Govcinmcni  of  llcnga],     Crinm  I 

Symes.— Politic  A!     T' ■ Text  book  of    Pr 
Problems  for  Soli 

plcmentary  Rradin^i      iiy  h*tc S  Y  M  f  s ,  M .  A , ,  of  U  m  versity  CoticfCr  2 
bam.     Crown  8vo.,  ai.  ̂ L 

Toynbee.— Lectukes  ok  the  1st 
Rrvoi.ution    t>v  Ttti:    iStt 

England.     By  Arnold  *I  * a  Memoir  of  the  Author    l<>    B.  Jil 

8vo.,  IOJ.  G<f, 

Webb,  —  TifK     HisTORv     ot 
UNioNi8t4.      By    SiuNKY    and 
Wedb.    With  Map  and  ftill  Bib 
the  Subject.     8vo<.  i8f. 

Wilson.  —  ̂   A* 
Clncfly  icpii  TA# 

vitw. 
Practical  Hinth  to  Sm414. 
Crown  Kvo.t  It* 

Plain  Ai^vica  ai»^^'"  '  •*• 
Crown  fvo.«  U 

W0I'  a 

W,    ̂ >oiir 

A 
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Evolution,  Anthropology,  &e. 
Cflodd.— Works  by  Edward  Clodd. 

The  Story  of  Creation:  a  Plain  Ac- 
count of  Evolution.    With  77  Illustrations. 

Crown  8vo.,  35.  6d. 
A    Primer    of    Evolution  :    beinj;    a 

Popular  Abridged  Edition  of  '  The  Story  j 
of  Creation  *.     With  Illustrations.     Fcp.  ' 
8vo.,  IS.  6</.  [In  the  press.  \ 

Huth.— The  Marriage  or  Near  Kin, 
considered  witli  Respect  to  the  Law  of 
Nations,  the  Result  of  Experience,  and  the 
Teachings  of  Biologv'.  By  Alfkkd  Henry 
HvTH.  Royal  «vo.,  7 J.  6i/. 

Iiang. — Custom  and  Myth  :  Studies  of 
Early  Usaj;e  and  Belief.  By  Anokew 
Lang,M./V.  With  15  Illustrations.  Crown 
»vo..  3i.  6</. 

Lubbock.— The  Origin  of  Civilisation 
and  the  Primitive  Condition  of  Man.  By 
Sir  J.  Lubbock,  Bart..  M.P.  With  5  Plates 
and  20  Illustrations  in  the  Text.     8vo.,  185. 

Romanes.  —  Works  by  George  John 
Romanes,  M.A.,  LL.D.,  P.R.S. 

Dak\vin,  and  After  Darwin:  an  Ex- 
position of  tlie  Darwinian  Theory,  and  a 

Discussion  on  Post-Darwinian  Questions. 
Part  I.  The  Darwinian  Theory.  With 
Portrait  of  Darwin  and  125  Illustrations. 
Crown  8vo.,  105.  Ci/. 

An  Examination  of  Weismannism. 
Crown  8vo.,  65. 

Classical  Literature  and  Translations,  &e. 
Abbott. — Hellenic  A.  A  Collection  of 

Essays  on  Greek  Poetry,  Philosophy,  His- 

tory.' and  Rcli};ion.  Edited  by  Evelyn ABBorx.  M.A.,  LL.D.     8vo.,  165. 

JEschylns. — Eumenidks   of  /Esciiylus. 
With  Metrical  Englisii  Translation.      By  J. 
F.  Davies.     Svo.,  7s. 

Aristophanes. —The  Acharnians  of 
ARisToriiANES,  translated  into  English 
Verse.    By  R.  Y.  Tyrrkll.    Crown  8vo.,  15. 

Becker.— Works  by  Professor  Becker. 
Gallus  :  or,  Roman  Scenes  in  the  Time 
of  Augustus.  Illustrated.  Post  Svo., 

75.  tii. 
Charicles  :  or.  Illustrations  of  the 

Private  Life  of  the  Ancient  Greeks. 
Illustrated.     Post  8vo.,  7s.  6r/. 

Cicero.— Cicero's  Correspondence.  By R.  Y.  Tyrrell.  Vols.  I.,  II.,  III.,  8vo., 
each  125.    Vol.  IV.,  155. 

PamelL— Greek  Lyric  Poetry:  a  Com- 
plete Collection  of  the  Surviving  Passages 

from  the  Greek  Song-Writting.  Arranged 
vrith  Prefatory  Articles,  Introductory  Matter 
and  Commentary.  By  George  S.  Earn  ell, 
M.A.     With  5  Plates.     8vo..  16s. 

Harrison. — Myths  of  the  Odyssey  in 
Art  and  Literature.  By  Jane  E.  Har- 

rison. Illustrated  with  Outline  Drawings. 
8vo.,  185. 

Laag. — Homer  and  the  Epic.  By 
Andrew  Lang.    Crown  Svo.,  gs.  net. 

Mackail.— Select  EnoRAMs  from  the 
Okeek  Anthology.  By  J.  W.  Mackail, 
Fellow  of  Balliol  College,  Oxford.  Edited 
with  a  Revised  Text,  Introduction,  Trans- 

lation, and  Notes.     8vo.,  165. 

Plato.— Pakmenides  of  Plato,  Text,  with 
Introduction,  Analysis, &c.  By T.  Maguiri^. 

8vo.,  75.  6f/. 

Rich.— A  Dictionary  of  Roman  and 
Grf.ik  ANTigtiTiKS.  By  A.  Rich,  B.A. 
Willi  Jooo  Woodcuts.     Crown  8vo..  75.  Oi/. 

Sophocles.— Translated       into       English 
I      Verse.      By    RoiiEKT    Whitelaw,    M.A., 

Assistant    .Master   in    Rugby   School ;    late 
Fellow    of    Trinity     College,    Cambridge. 
Crown  Svo..  Ss.  6^/. 

Theocritus.— The  Idylls  of  Theocritus. 
Translated  into  English  Verse  by  James 
Henkv  Hallard,  M.A.  Oxon.  Fcp.  4to., 
65.  6«/. 

Tyrrell.— Translations  into  Greek  and 
Latin  Vkksm.  Edited  by  R.  Y.  Tyrrell. 
8vo.,  65. 

VirgiL— The  -Eneid  of  Virgil.    Trans- 
lated  into  English  Verse  by  John  Conino- 
TON.     Crown  Svo.,  6s. 
The    Poems  of   Virgil.      Translated 

i  into  English  Prose  by  John  Conington. 
i  Crown  hvo.,  6s. 

The  /Eneii)  of  Virgil,  freely  translated 
into  English  Blank  Verse.  By  W.  J. 
Thornhill.  Crown  Svo.,  73.  6d, 

The  -E)neid  of  Virgil.  Books  I.  to 
VI.  Translated  into  English  Verse  by 
James  Rhoades.     Crown  8vo.,  55. 

Wilkins.— The  Growth  of  the  Homeric 
Poems.    By  G.  Wilkins.    8vo.,  6j. 
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Poetry  and  the  Drama. 
Allingham.  -  Works  by  William  A l lino- 

ham. 

Irish  Songs  and  Poems.    With  Trontis- 

of  the  Waterfall  of  Asaroe.     Fcp-  ̂ ^'O** 6s. 

Lai'kence  Bloomfield.   With  Portrait 
of  the  Author.     Fcp.  8vo.,  3s.  6<f. 

Flower     Pieces;  Day    and     Night 
Songs;   Ballads.  With  2  Desii;ns  hy 
D.  G.  RossKTTi.  Fcp.  8vo.,  6s.;   large 

pa(>er  edition,  12s. 
Life  and  Phantasy  :  with  Frontispiece 
by  Sir  J.  E.  Mii.lais.  Bart.,  and  Design 
by  Arthur  Hughks.  Fcp.  Svo.,  Cs. ; 
lar^e  paper  edition.  125. 

Thoight  anij  Word,  and  Ashby 
Manor  :  a  Play.  With  Portrait  of  the 
Author  (1865),  and  four  Theatrical  Scenes 

drawn  by  Mr.  Allingham.  F'cp.  8vo..  6s. ; 
large  paper  edition,  12s. 

Blackkerkies.     Imperial  i6mo.,  ()s. 

Sets  of  the  tibovt  6  vols,  moy  be  had  in  uni- 
form Haif-f'nrchmcnt  bintiinfr.  price  30s. 

Armstrong.— Works  by  G.    F.  Savage- 
Apm  strong. 

PoLMS  :    Lyrical  and  Dramatic.     Fcp. 
8vo.,  6s. 

King  Sail.     (The  Tragedy  of  Israel, 

Part  I.I     I'cp.  Svo.,  5s. 
King  David.     (The  Tragedy  of  Israel. 

Part  II.)     Fcp.  Svo..  65. 
King  Solomon.   (The  Tragedy  of  Israel, 

Part  III.)     Fcp.  8vo.,  6s. 
Ugone  :  a  Tragedy.     Fcp.  Svo.,  Gs. 
A   Garland    from    Greece  :    Poems. 

Fcp.  Svo.,  7s.  6<i. 
Stories  or  Wicklow:    Poems.      Fcp. 

Svo.,  7s.  6c/. 
MErnisropHELEs      in      Broadcloth  : 

a  Satire.     Fcp.  Svo..  4s. 
One  in  the  Infinite  :  a  Poem.     Crown 

8vo..  7s.  6</. 

Armstrong.-- The   Poetical  Works  of 
Edml'ni)  J.  Armstrong.     Fcp.  8vo.,  5s. 

Arnold. — Works  by  Sir  I^dwin  Arnold, 
K.C.I.i:..  Author  of '  The  Light  of  Asia,'  &c. 
The    Light   of   the  World:   or  the 

Great  Consummaiion.     A  Poem.     Crown 
Svo.,  7s.  6f/.  net. 
Presentation  Kdition.  With  14  Illus- 

trations by  W.  Holman  Hunt,  ̂ to.. 
ZQS.  net. 

Potifhar's  Wife,  and  other  Poems. 
Cfown  8vo..  5s.  net. 

Adzuma:  or  the  Japanese  Wife.  A  Play. 
Crown  8vo.,  6s.  6c/.  net. 

I  Bell.— Chamber  Comedies:  a  Collection 
I  of  Plays  and  Monologues  for  the  Drawing 
I      Room.    By  Mrs.  Hugh  Bell.    Cr.  8vo..  6i. 

'  5}brnsen.-- Works     by     Bjoknstjerne 
!         BjOKNSEN. 

'  Pastor  Sang  :  a  Play.  Translated  by 
'  William  Wilson.     Crown  8vo.,  5s. 
I  A  Gauntlet  :  a  Drama.  Translated 

into  English  by  Osman  Edwards.  With 
Portrait  of  the  Author.     Crown  Svo..  5s. 

Cochrane. —The  Kestrel's  Nest,  and 
other  Verses.  By  Alfred  Cochrane. 

Fcp.  8vo.,  3s.  6ti. 

Dante.— La  Commedia  di  Dante.  A 
New  Text,  carefully  Revised  with  the  aid  of 
the  most  recent  Editions  and  Collations. 
Small  8vo.,  6s. 

Gk>ethe. 
Faust,  Part  I.,  the  German  Text,  with 

Introduction  and  Notes.  By  Albert  M. 
Sklss,  Ph.D..  M.A.     Crown  8vo..  5s. 

Faust.  Translated,  with  Notes.  By  T.  E. 
Wedu.  8vo.,  I2S.  6d. 

Ingelow.— Works  by  Jean  Ingelow. 
Poetical  Works.     2  vols.     Fcp.  8vo., 

I2S. 

Lyrical  and  Other  Poems.  Selected 
from  the  Writings  of  Jkan  Ingelow. 
Fcp.  8vo.,  2s.  bil.  cloth  plain,  3s.  cloth 

Kilt. 

Kendall.  -Songs  from  Dreamland.  By 
May  Kendall.     Fcp.  8vo.,  5s.  net. 

Lang." -Works  by  Andrew  Lang. 
Ban   and  Arri^re    Ban  :    a    Rally  ot 

Fugitive  Rhymes.     Fcp.  8vo.,  5s.  net 
Grass  of  Parnassus.    Fcp.  8vo.,  zs,  6rf. 

net. 
Ballads  of  Books.  Edited  by  Andrew 

Lang.     Fcp.  8vo.,  6s. 
The  Blue  Poetry  Book.     Edited  by 
Andrew  La.ng.     With  12  Plates  and  88 
Illustrations  in  the  Text  by  H.  J.  Ford 
and  Lancelot  Speed.     Crown  8vo.,  6s. 

Special   Edition,  printed  on    Indin    paper. 
With    Notest   but    without    Hiustriitions. 
Crown  8vo.,  7s.  dt. 

Lecky.— Poems.  By  W.  E.  H.  Leckv. 
Fcp.  Svo.,  5s. 

Lesrton.— Works  by  Frank  Leyton. 
The  Shadows  of  the  Lake,  and  other 

Poems.      Crown    8vo.,   7s.    6d.      Cheap 
PMition.     Crown  8vo.,  3s.  6d, 

Skeleton  Leaves:  Poems.  Crown 
8vo.  6s. 
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Poetry  and   the   Drama — continued. 

Lytton. — ^VVorks  byTHu  Eakl  of  Lytton 
(OwKx  Merrdith). 
Marah.     Fcp.  8vo.,  fi.s.  f)i/. 
King  Poitv  :  a  Fantasia.     With  i  Plate 

and  Design  on  Title- Pa^^'c  by  Kn.  Birne- 
JoNES,  A.R.A.     Crown  Svo..  iu5.  6//. 

Thk  Wandukkr.     Crown  Svo.,  io5.  6^/. 
LixiLE.     Crown  8\'o.,  lOi.  (>\. 
Selkcteu  Poicms.    Crown  S\o.,  uxv.  6t/. 

Macaulay.— Lays  of  Anciknt  Rome,  &c. 
By  Lord  Macaulay, 
Illiistratcd  by  (i.  Sciiarf.  Fcp.  .fto.,  loi.  tul. 
  Bijou       Hdition. 

I^lmo..  IS.  d/.  j;ilt  top. 
  Popular   Kdition. 

I'cp.  jto..  Of/,  scwe-.!,  !5.  clolli. 
Illu^t^ated    by  J.    R.    Weoum.ix.      Crown 

>i\o  .  3 J.  tii. 
Annotated  lidition.     Fcp.  Svo..  i5.  sewed, 

15.  td.  cloth. 

Nesbit. -Lays    and     LeciENps.      By    E. 
Neshit    (Mrs.     Hubkkt     Bland  .      First 
Scrie«.     Crown  .Svo.,  35.  6</.    Second  Series. 
Willi  Portrait.     Crown  Svo.,  ̂ s. 

Piatt. — Works  by  Sauah  Piatt. 
An    Enchanted    Castle,   and    other 

Poi:ms:  Pictures,  Portraits,  and  People  in 
Ireland.     Crov»'n  Svo.  35.  6rf. 

Poems:   With  Portrait  of  the  Author. 
1  vols.     Crown  Svo.,  10s. 

Piatt. — Works  uy  John  James  Piatt. 
Idyls    and    Lyrics     of     the     Ohio 

Vallkv,     Crown  Svo.,  5s. 

Little  New  World  Idyls.  Cr.  ̂ Svo.  5s. 

Rhoades. — Teresa  and  r)THEk  Poems. 
By  James  Kiioades.    Crown  8vo.,  35.  6{f. 

Riley.     Works     by    James     Whitco.mb RiLLV. 

Old  Fashioned  Roses:  Poems.   i2nio., 

Poems  :  Here  at  Home.    Fcp.  Svo.,  6s. »«/. 

Roberts.- -So NCis of  the Ci)M.mon I>ay  and 
Ave  !  \\\  Ode  for  the  Sliclley  Centt:iary.  By 
Charles  G.  I).  Roherts.    Lr.  Svo.,  is,  6a. 

Shakespeare.  —  B  o  w  d  i.  e  r  *  s  Family Shaxksi'Earf.  Willi  3O  Woodcuts.  1  vol. 

Svo..  145.     Or  in  6  vols.     I-'cp.  Svo.,  21s. 
The  Shakesfeare  Birthday  Boos.  By 

.Mary  F.  Uunmar.  32r.io.,  is.6d.  Draw- 
ing Room  Fdition.  wit!i  Photographs. 

Fcp.  Svo.,  105.  Oti. 

Sturgis.  -.A  Book  of  Sonc;.  By  Jvlian 
STiiJdis.     i6mo.  5s. 

Works  of  Fiction,   Humour,  &c. 

Anstey.- -Works  by  F.  .Vnstey,  Author  of 
•  Vice  Vcr.sa  ". 

The  Black  Poodle,  and  other  Stories. 
Crown  Svo.,  zs.  hoards,  is.  dd.  cloth. 

Voces  Populi.  Reprinted  froia  *  Punch'. 
First  Series.  With  20  Illustrations  In- 
J.  Bernard  Paktriduk.  Crown  Mo.. 

3s.  6<i. 
The  Travelling  Companions.  Re- 

printed from  '  Punch  '.     With  25  lllust. 
by  J.  BKi:NARD  PaRTRIDUK.     Po^t  4tO.,  5s. 

The  Man  from  Blankley's:  a  Story in  Scenes,  and  other  Sketches.  With  24 
Illustrations  by  J.  Bernard  Paktrii^ge. 
Fcp.  4to..  6s. 

Astor.  -A  Journey  in  Other  Woki  ds. 
a  Romance  of  the  Future.  By  John  Jacok 
Astor.    With  10  IlluKtrations.    Cr.  Svo.,  6j. 

Baker.— By  the  Western  Sea.  By 
James  Baker,  Authorof '  John  Westacott*. 
Crown  8vo.,  35.  6d. 

Beaconsfield.   -Works    by    the    Earl    of 
Bfaconsfif.ld. 

NiUELs  AND  Tales.      Cheap  Edition. 
Complete  in  1 1  voU.  Cr.  Svo..  is.  6d.  each. 

Vivian  (irey.  j  I  Iei:ricita  Temple. 
The  Vountf  Duke.  Ac.  |  Venetia.       Tancred. 

Alroy.  Ixion.  &c.  .  Conin;;shy.       *^ybil. 
Contarini  Fleming.&c.  |  l.othair.      Endymion. 

Novels  and  Tales.      The  Hughenden 
Kdition.     With   2   Portraits  and  11  Vig- 
nettcs.     1 1  vols.     Crown  Svo..  425. 

Clegg.  -  David's  Loom  :  a  Srory  of  Roch- 
dale life  in  the  early  yea:  >  of  the  Nineteenth 

Century.     By  John  Tkafi-ikd  Clegg.     Cr. Svo..  Us. 

Deland.     Works  by  Margaret  Deland, 

.\uthor  of  •  John  Ward  '. The  Story  or  a  Child.     Cr.  Svo.,  5s. 
Mr.    To.mmy     Dovk,    and    other     Stories. 
Crown  Svo.  6s.  . 

DougalL— Works  by  L.  Dougall. 
Beggars  All    Crown  8vo.,  3s.  (xi. 
What  Necessity  Knows.    Cr.  Svo..,  6&. 
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Works  of  Fiction,   Humour,  &o.— continued. 
Doyle.— Works  by  A.  Conan  Doyle. 

MicAH  Clakkis  :  A  Tale  of  Monmouth's 
Rebellion.  With  Frontispiece  and  Vig- 

nette.    Cr.  8vo.,  35.  6t/. 

The  Captain  of  the  Pole  star,  and 
other  Tales.     Cr.  8vo.,  3s.  6(i. 

The  Refugees:  A  Tale  of  Two  Conti- 
nents.    Cr.  8vo.,  6s. 

Faxrar. — Darkness  and  Dawn  :  or, 
Scenes  in  the  Days  of  Nero.  An  Historic 
Tale.  By  Archdeacon  Farrar.  Cr.  Svo., 

7s.  6rf. 

Forster. — Major  Joshi-a.  By  Francis 
FoRSTER.     Crown  Svo.,  6s. 

Fronde. — The  Two  Chiefs  of  Dun  boy  : 
an  Irish  Romance  of  the  Last  Century. 
By  J.  A.  Froude.     Cr.  8vo.,  3s.  6</. 

Qilkes.— The  Thing  That  Hath  Been  : 

or,  a  Young  Man's  Mistakes.  By  A.  H. 
GiLKEs,  M..\.,  Master  of  Dulwich  College, 

Author  of  'Boys  and  Masters'.  Crown 
Svo.,  65. 

Haggard.— Works  by  H.  Rider  Haggard. 

She.  With  32  Illustrations  by  M- 
Greiffenhagen  and  C.  H.  M.  Kerr. 
Cr.  Svo.,  3s.  61/. 

Allan  Quatekmain.  With  31  Illus- 
trations by  C.  H.  M.  Kerr.  Cr.  8vo., 

35.  6^'. 

Maiwa's  Revenge  :  or.  The  W^ar  of  the Little  Hand.  Cr.  Svo.,  is.  boards,  is.  6d. 
cloth. 

Colonel  Quaritch,  V.C.  Cr.  Svo. 

35.  6d. 
Cleopatra.  With  29  Full-page  Illus- 

trations by  M.  Greiffenhagen  and  R. 
Caton  Woodville.  Crown  Svo.,  3s. 
6d. 

Beatrice.     Cr.  Svo.,  3s.  6d, 

Eric  Brighteves.  With  17  Plates 
and  34  Illustrations  in  the  Text  by 
Lancelot  Speed.     Cr.  Svo.,  3s.  6<f. 

Nada  the  Lily.  With  23  Illustra- 
tions by  C.  M.  Kerr.     Cr.  Svo.,  6s. 

Montezuma's  Daughter.  With  24 
Illustrations  by  M.  Greiffenhagen. 
Crown  Svo.,  6s. 

Allan's  Wife.  With  34  Illustrations by  M.  Greiffenhagen  and  C.  H.  M. 
Kerr.     Crown  Svo.,  3s.  6d, 

Haggard.— Works  by  H.  Rider  Haogard. — continued. 

The  Witch's  Head.     With  16  Illustra- 
tions.    Crown  8vo.,  35.  6d. 

Mr.  Meeson's  Will.    With  16  Illustra- 
tions.   Crown  Svo.,  3s.  td. 

Dawn.     With  16  Illustrations.     Crown 
.  Svo.,  3s.  6d. 

Haggard  and  Lang.— The  Wokld*s  De- sire. By  H.  Rider  Haggard  and 
Andrew  Lang.  With  27  Illustrations  by 
M.  Greiffenhagen.     Cr.  Svo.  35.  6(/. 

Harte.— In  the  Carquinez  W'oods  and other  stories.  By  Bret  Harte.  Cr. 
Svo..  35.  6J. 

Homung.— The  Unbidden  Guest.     By 
E.  W.  HoRNUNG.     Crown  Svo.,  6s. 

LyalL— Works  by  Edna  Lvall,  Author 
of  *  Donovan,'  &c. 
The  Autobiography  of   a   Slander. 

Fcp.  Svo.,  IS.  sewed. 
Presentation  Edition.  With  20  Illustra- 

tions by  Lancelot  Speed.  Crown 
Svo.,  2s.  td.  net. 

Doreen.       The    Story    of    a    Singer. 
Crown  Svo.,  65.  [/«  NovcmUr, 

Melville.— Works  by  G.  J.  Whyte  Mel- ville. 

The  Gladiators. 
The  Interpreter. 
Good  for  Nothing. 

The  Queen's  Maries. Cr.  Svo.,  15.  6d.  each 

Holmby  House. Kate  Coventry. 

Digby  Grand. General  Bounce. 

Oliphant. — W^orks  by  Mrs.  Oliphant. 
Madam.     Cr.  Svo.,  is.  td. 
In  Trust.    Cr.  Svo.,  is.  6d. 

Parr.— Can  this  be  Love  ?  By  Mrs. 
Parr,  Author  of  *  Dorothy  Fox '.  Crown Svo.  6s. 

Payn.— Works  by  James  Payn. 
The  Luck  of  the  Dakrells.    Cr.  Svo., 

IS.  6d. 

Thicker  than  Water.     Cr.  8vo.,  u. td. 

Phillippa-WoUey.— Snap  :  a  Legend  of  the 
Lone  Mountain.  ByC.  Phillipps-Wol- 
ley.  With  13  Illustrations  by  H.  G. 
Willink.    Cr.  Svo.,  3s.  6J. 
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Works  of  Fietion,  Humour,  &e. — continued. 
by      Elizabeth     M. SewolL-Works 

Sewell. 

A  Glimpse  of  the  World. 
Laneton  Parsonage. 
Margaret  Percival. 
Katharine  Ashton. 

The  Earl's  Daughter. 
The  Experience  of  Life. 
Cr.  8vo.»  15.  6d,  each  cloth  plain, 

each  cloth  extra,  gilt  edges. 

Sterenson.— Works    by   Robert Stevenson. 

Amy  Herbert. 
Cleve  Hall. 
Gertrude. 
Home  Life. 
After  Life. 
Ursula.     Ivors. 

2S.  6rf. 

Louis 

Strange  Case  of  Dr.  Jekyll  and  Mr.  j 
Hyde.  Fcp.  8vo.,  is.  sewed.  15.  6^.  ; 
cloth. 

The  Dynamiter. 
IS,  (hL  cloth. 

Fcp.  8vo.,  IS.  sewed, 

Stevenson  and  Oflbonme.— The  Wrong 
B,ox. '  By  Robert  Louis  Stevenson  and Lloyd  Osuourne.     Cr.  8vo.,  3s.  6^/. 

flnttner.— Lay  Down  Your  Arms  {Die 
WaffcH  Nicdcr) :  The  Autobiography  of 
Martha  Tilling,  By  Bertha  von  Sutt- 
NEK.  Translated  by  T.  Holmes.  Cr. 
8vo.,  15.  6d. 

Trollope.— Works    by    Anthony    Trol-  \ 
LOPE.  I 

The  Warden.     Cr.  8vo.,  is.  ̂ d.  \ 

Barchester  Towers.     Cr.  8vo.,  is.  6</.  ; 

True  (A)  Relation  of  the  Travels  ; 
and  Perilous  Adventures  of  Matiiew 
Dudgeon,  Gentleman:  Wherein  is  truly 
set  down  the  Manner  of  his  Takinij,  the 
Long  Time  of  liis  Slavery  in  Algiers,  and 
Means  of  his  Delivery.  Written  by  Himself, 
and  now  for  the  first  time  printed.     Cr.  8vo. 

Walford.— Works   by  L.  B.  Walford. 
Mr.  Smith:  a  Part  of  his  Life.     Crown 

8vo.,  2 J.  td. 

The  Baby's  Grandmother.    Cr.  8vo., 
2S.  td. 

Cousins.     Crown  8vo.,  2S.  6i. 

Troublesome   Daughters.    Cr.  8vo., 
2s.  6d. 

Pauline.     Crown  8vo.,  2s.  6d. 

Dick  Netherby.     Crown  8vo.,  2S.  6d, 

The  History  of  a  Week.     Cr.  8vo., 
25.  6</. 

A  Stiff-necked  Generation.  Cr.  8vo„ 
25.  6d. 

Nan,  and  other  Stories.    Cr.  8vo.,  2S.  6d. 

The  Mischief  of  Monica.    Cr.  8vo., 

25.  6d. 
The  One  Good.  Guest.     Crown  8vo., 

25.  6d, 

*  Ploughed,'  and  other  Stories.   Crown 
,  8vo..  65. 
!      The  Matchmaker. 

255.  6c/. 

3  vols.     Cr.  8vo., 

West.— Half-Hours  with  the  Million- 
aires: Showing  how  much  harder  it  is 

to  spend  a  million  than  to  make  it. 
Edited  by  \\.  h.  West.     Cr.  8vo.,  65. 

Weyman. — Works  by  Stanley  Weyman. 
The  House  of  the  Wolf.     Cr.  8vo., 

35.  (yd. A  Gentleman  of  France.    Cr.  8vo.,  6s. 

Popular  Science  (Natural  History,  &c.). 
Bntler.— Our  Household  Insects.    An 

Account    of    the     Insect- Pests    found     in 
Dwelling-Houses.    Hy  iimvARo  A.  Hutlesj, 
13.A.,    B.Sc.   (I.ond.).      With  113    Illustra- 

tions.    Crown  Svo.,  65. 

Pnrneaux.— Works  by  W.    Imtrneaix, F.R.G.S. 

The  Outdoor  W'okld;  or  The  Vounj; 
Collector's  Handbook.     Witii  iS  Plates, 
16  of  which  are  coloured,  and  549  Illustra- 

tions in  the  Text.     Crown  8vo.,  75.  6</. 

Butteriliks  and  Moths  (British). 
With  12  coloured  Plates  and  a  large 
number  of  Illustrations  in  the  Text. 
I  OS.  Gd,  net.  [In  the  press. 

Hartwig.— W^orks  by  Dr.  George  Hart 
WIG. 

The   Ska   and   its   Livi> 

With  I-  "'   '  ...,^^^ 

75.  net 

KA    and     its    l^IVINCi    WONDERS. 
With  12  Pl:\tes  and  303  Woodcuts.     .Svo., 

t. 

Thk  Tkopical  WoKLn.     With  8  Platei 
and  172  Woodcuts.     Svo..  75.  net. 

The  Polar  World.     With  3  Maps,  8 
Plates  and  85  Woodcut^.     >>vo.,  75.  net. 

The  Subterranean  World.     With  3 
Maps  and  80  Woodcuts.    8vo.,  75.  net. 
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Popular  Science   (Natural  History,  &c.) — continued. 
Hartwig.— Works  by  Dr.  George  Hart- 

wio — amtinucd. 

The   Aerial   World.     With   Map,  8 
Plates  and  60  Woodcuts.    8vo.,  7s.  net. 

Proctor.— Works  by  Richard  A.  PROCTOt. — continued. 

Leisure  Readings.  By  R.  A.  Proc- 
tor, E.  Clodd,  a.  Wilson,  T.  Fostu 

and  A.  C.  Ra.nvakd.     Cr.  Sx-o.,  5s. 
Heroes  of  the  Polar  World. 

Illustrations.     Cr.  8vo.,  2s. 

Wonders  ok  the  Tropical  Forests. 
40  Illustrations.     Cr.  Svo.,  2s. 

Workers   under    the    Ground.      29 
Illustrations.     Cr.  Svo.,  2i. 

Marvels  Over  our  Heads.     29  Illus- 
trations.   Cr.  8vo.,  25. 

Sea    Monsters   and   Sea   Birds.     75 
Illustrations.     Cr.  8vo.,  2s.  bd. 

^9  ;  Stanley.— A  Familiar  History  of  Birds. 
By  E.  Stanley,  D.D.,  formerly  Bishop  d 
Norwich.  With  Illustrations.  Cr.  Svu, 

3S.  6^. 

Denizens  of  the  Deep. 
tions.     Cr.  Svo.,  2s.  (ni. 117  Illustra- 

Volcanoes    and    Earthquakes. 
Illustrations.     Cr.  8vo.,  2s.  bd. 
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Wild  Animals  of  thi«:   Tropics.     66 
Illustrations.     Cr.  8vo.,  35.  6</. 

Helmholtz.— Popular  Lectures  on 
Scientific  Suhjects.  liy  Hermann  von 
HEL.MHOLTZ.  With  68  Woodcuts.  2  vols. 
Cr.  8vo.,  3s.  bd.  each. 

Proctor.-  -Works  by  Richard  A.  Proctor. 

Light  Science  for  Leisure  Hours. 
Familiar  Essays  on  Scientific  Subjects.  3 
vols.     Cr.  Svo.,  5s.  each. 

Chance  and  Luck:  a  Discussion  of 
the  Laws  of  Luck,  Coincidence,  Wagers. 
Lotteries  and  the  Fallacies  of  Gambling. 
&c.     Cr.  8vo.,  2i.  boards,     is.  6d.  cloth. 

Rough  Ways  made  Smooth.  Familiar 
Essays  on  Scientific  Subjects.  Silver 
Library  Edition.     Cr.  8vo.,  35.  6d. 

Pleasant  Ways  in  Science.  Cr.8vo.,5s. 
Silver  Library  Edition.     Cr.  Svo..  35.  6(/. 

The  Great  Pyramid,  Ohservatory, 
Tc)MH  AND  Temple.  With  Illustrations. 
Cr.  Svo.,  55. 

Nature  Studies.  By  R.  A.  Proctor, 
Gkant  Allen,  A.  Wilson,  T.  Foster 
and  E.  Clodi).  Cr.  8vo.,  55.  Silver 
Library  Edition.     Crown  8vo.,  35.  6d. 

Wood.— Works  by  the  Rev.  J.  G.  Wood. 
Homes  without  Hands  :  a  Description 
of  the  Habitation  of  Animals,  dasicd 
according  to  the  Principle  of  Com^tnic- 
tion.  With  140  Illustrations.  8\-o.,  71., net. 

Insects  at  Home  :  a  Popular  Account 
of  British  Insects,  their  Structure,  Habiti 

and  Transformations.  With  700  Illujitra- 
tions.     8vo.,  js.  net. 

Insects  Abroad:  a  Popular  Account 
of  Foreign  Insects,  their  Structure.  Habits 
and  Transformations.  With  600  Illustra- 

tions.    8vo.,  ys.  net. 

Bible  Animals  :  a  Description  of  every 
Living  Creatures  mentioned  in  the  Scrip* 
tures.  With  112  Illustrations.  8vo..  71. 
net. 

Petland  Revisited.  With  33  Illus- 
trations.    Cr.  8vo.,  35.  6</. 

Out  of  Doors  ;  a  Selection  of  Original 
Articles  on  Practical  Natural  History. 
With  II  Illustrations.     Cr.  8vo..  33.  bd. 

Strange  Dwellings  :  a  Oct  cription  of 
the  Habitations  of  .\nimals,  abridged  from 
'  Homes  without  Hands  *.  With  60  Illus- 

trations.    Cr.  8vo.,  3*.  e</. 

Bird  Life  of  the  Bible,  ^z  Illustra- 
tions.   Cr.  8vo. ,  35.  61/. 

Wonderful  Nests.    30  Illustrations. 
Cr.  Svo.,  3i.  bd. 

Homes  under  the  Ground.     zS  Illus- 
trations.   Cr.  8vo.,  3*.  td. 

Wild  Animals  of    the    Bible.     29 
Illustrations.     Cr.  8vo.,  35.  bd. 

Domestic  Animals  of  the  Bible.    2$ 
Illustrations.     Cr.  8vo.,  35.  &/. 

The  Branch  Builders.     zS  Illustra- 
tions.   Cr.  8vo.,  2s.  bd. 

Social    Habitations    and    Parasitic 
Nests.     x8  Illustrations.    Cr.  8\'o..  ii- 
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Works  of  Reference. 

Mannder's  (Samuel)  Treasuries. 
Biographical  Treasury.  With  Sup- 

plement brought  down  to  1S89.  By  Rev. 

JAMES  Wood.     P^cp.  8vo.,  6s. 
Treasury  of  Natural  History:  on 

Popular  Dictionary  of  Zoology.  With 
900  Woodcuts.     Fcp.  8vo.,  6s. 

Treasury  of  Geography,  Physical, 
Historical,  Descriptive,  and  Political. 
With  7  Maps  and  16  Plates.  Fcp.  8vo., 
6s. 

The  Treasury  of  Bible  Knowledge. 
By  the  Rev.  J.  Ayre,  M.A.  With  5 
Maps,  15  Plates,  and  300  Woodcuts. 
Fcp.   8vo.,  6s, 

Historical  Treasury:  Outlines  of 
Universal  History,  Separate  Histories  of 
all  Nations.    Fcp.  8vo.,  65. 

Treasury  of  Knowledge  and  Library 
of  Reference.  Comprising  an  English 
Dictionary  and  Grammar,  Universal 
Gazeteer,  Classical  Dictionary,  Chrono- 

logy, Law  Dictionary,  &c.     Fcp.  8vo..  6j. 

Maunder's  (Samuel)Treasuries~^o«/iM«^rf. 
Scientific  and   Literary  Treasury. 

Fcp.  8vo.,  6s. 
The  Treasury  of  Botany.    Edited  by 

J.  Lindley,  F.R.S.,  andT.  Moore,  F.L.S. 
With  274  Woodcuts  and  20  Steel  Plates. 
2  vols.     Fcp.  8vo.,  I2S. 

Roget.— Thesaurus  of  English  Words 
AND  Phrases.  Classified  and  Arranged  so 
as  to  Facilitate  the  Expression  of  Ideas 
and  assist  in  Literary  Composition.  By 
Peter  Mark  Roget.  M.D.,  F.R.S.  Re- 
composed  throughout,  enlarged  and  im- 

proved, partly  from  the  Author's  Notes,  and 
with  a  full  Index,  by  the  Author's  Son, 
John  Lewis  Roget.    Crown  8vo.,  los.  6il. 

Willich. -Popular  Tables  for  giving 
information  for  ascertaining  the  value  of 
Lifehold,  Leasehold,  and  Church  Property, 
the  Public  Funds,  &c.  By  Charles  M. 
Willich.  Edited  by  H.  Bence  Jones. 
Crown  8vo.,  los.  6ii. 

Children's  Books. 
Orake.— Works  by  Rev.  A.  D.  Crake. 

Edwy  the  Fair  ;  or,  The  First  Chro- 
nicle of  ifsscendune.     Crown  8vo. ,  2s.  6d. 

Alfgar  the  Dane  :  or,  the  Second 
Chronicle  of  i^scendune.     Cr.  8vo.  2s.  6d. 

The  Rival  Heirs  :  being  the  Third  I 
and  Last  Chronicle  of  ̂ Escendune.  Cr.  ; 
8vo.,  25.  6d. 

The  House  of  Walderne.  A  Talc  of  . 

the  Cloister  and  the  Forest  in  the  Days  ' 
of  the  Barons'  Wars.     Crown  8vo.,  2s.  6d. 

Brian  FiTz-CouNT.  A  Story  of  Walling-  1 
ford  Castle  and  Dorciiester  Abbey.  Cr.  ■ 
8vo.,  21.  6d. 

Ingelow.— Very  Young,  and  Quite  An- 
other   Story.     Two   Stories.      By  Jean  : 
Ingelow.    Crown  8vo.,  is.  6d. 

Laug.— Works  edited  by  Andrew  Lang. 
The  Blue  Fairy  Book.  With  8  Plates 

and  130  Illustrations  in  the  Text  by  H.  J. 
Ford  and  G.  P.  Jacomb  Hood.  Crown 
Svo.,  61. 

The  Red  Fairy  Book.  With  4  Plates 
and  96  Illustrations  in  the  Text  by  H.  J. 
Ford  and  Lancelot  Speed.  Crown 
8vo.,  6s. 

Lang.— Works  edited  by  Andrew  Lang. — continued. 

The  Green  Fairy  Book.  With  11 
Plates  and  88  Illustrations  in  the  Text  by 
II.  J.  Ford  and  L.  Hogle.  Crown  Svo., 6s. 

The  Blue  Poetry  Book.  With  12 
Plates  and  88  Illustrations  in  the  Text  by 
H.  J.  Ford  and  Lancelot  Speed.  Cr. 
8vo.,  6 J. 

The  Blue  Poetry  Book.  School  Edi- 
tion,  without   Illustrations.      Fcp.   8vo., 

25.     Cf/. 

The  True  Story  Book.  With  8  Plates 
and  58  Illustrations  in  the  Text,  by  II.  J. 
Ford,  Lucien  Davis,  C.  H.  M.  Kerr, 
Lancelot  Speed,  and  Lockhart  Bogle. 
Cr.  8vo.,  6s. 

Meade.— Works  by  L.  T.  Meade. 

Daddy's  Boy.  With  Illustrations. 
Crown   8vo.,   3s.   6d. 

Deb  and  the  Duchess.  With  Illus- 
trations by  M .  E.  Edwards.  Crown  8vo., 

3s.  6rf. 
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Children's  Books— continued. 
Molesworth.— Works    by   Mrs.    Molbs- WORTH. 

Illustrated.       Crown SiLVERTHORNS. 
8vo.,  55. 

The   Palace  in  the  Garden. 
tratsd.      Crown  8vo.,  55. Illus. 

Stevenaon.— A  Child's  Garden  of 
Verses.  By  Robert  Louis  Stevenson. 
Fcp.  8vo.,  5 J. 

Longmans'  Series  of  Books  for  Girls. 
Crown  Svo.,  price  25.  td.  each. 

(The)    Du   Lys  :    or,   an   Art  |  Atherstone  Priory.     By  L.  N.  Comyk. 

The  Third  Miss  St.  Quentin.     By  Mrs. 
Molesworth. 

Atelier 

Student  in  the  Reign  of  Terror 

By  the  same  Author. 

^»il^^_^'«^^l^  ̂ ^°^^  •  ̂  ̂^^^  of  Modern  |The  Story  of  a  Spring  Morning,  etc. 
By  Mrs.  Molesworth.     Illustrated. 

,  Neighbours. 
Illustrated. 

,  Very 
Story 

Bv    Mrs.    Molesworth. 

notheb 

ngelow. 

Modern  Rome 

That    Child.       With    Illustrations    by 
Gordon  Browne. 

Under  a  Cloud. 

The   Fiddler   of  Lugau.      With  Illus- 
trations by  W.  Ralston. 

A   Child   of   the   Revolution.     With  ,  Keith   Deramore. 

Illustrations  by  C.  J.  Staniland.  ]      *  Miss  Molly  \ 

Hester's  Venture.  Sidney.     By  Margaret  Deland. 
In    the    Olden    Time:    a  Tale    of   the    1^5^    Words    to    Girls    on    Life   at 

Peasant  War  in  Germany.  School  and  after  School.     By  Mrs.  \V. 
The  Younger  Sister.  I     Grey. 

Young  ;     and    Quite     Ai 
r.     Two  Stories.     By  Jean  I> 

Bv  the   Author  of 

The  Silver  Library. 
Ckown  Svo.     35. 

Arnold'!  (Sir  Edwin)  Seas  and  Landi.    With 
71  Illustrations,     y.  67. 

Baker's  (Sir  S.  W.)  Eight  Yeari  In  G«ylon. 
With  6  Illustrations.     3.^.  6ii. 

Baker's  (Sir  8.  W.)  Rifle  and  Hound  in  Geylon* 
With  6  Illustrations,     v-  6</. 

Barlng-Oould's  (Roy.  8.^  Curious  Myths  of  the 
Middle  Ages.    35.  6</. 

Baring-Gould's  (Rev.  S.)  Origin  and  Develop- 
ment of  Religious  Belief.   2  vols.    3^.6r/.each. 

Bnuwey's  (Lady)  A  Voyage  in  the  *  Sunbeam*. 
With  66  Illustrations,     y.  (xi. 

Clodd's  (E.)  Story  of  Creation:  a  Plain  .Account 
of  Evolution.     With  77  Illustrations,    ys.  (yd. 

Conybeare  (Rev.  W.  J.)  and  Howson's  (Very 
Rev.  J.  S.)  Life  and  Epistles  of  St.  Paul. 
46  Illustrations.     3^.  6^. 

Dougall'B  (L.)  Beggars  All :  a  Novel.    3^.  U. 
Doyle's  (A.  Conan)  Mlcah  Clarke.     A   laic  of 

Monmouths  Rel)cllion.     3*.  6</. 

Doyle's  (A.  Conan)  The  Captain  of  the  Polostar, 
and  other  Talcs.     3J.  6./. 

Froude*B  (J.  A.)  Short  Studies  on  Great  Sub- 
jects.   4  vols.     3.V.  67.  ciich. 

Froude's  (J.  A.)  Casar :  a  Sketch.     3^.  6</. 
Froude's  (J.  A.)  Thomas  Carlyle:  a  History  of his  Life. 

1795-1835.     2  vols.     ̂ 5. 
1834-188 1.     3  vols.     7$. 

nouda's  (J.  A.)  The  Two  Chiefk  of  Dnnboy :  an 
Irish  Romance  of  the  Last  Ccnlury.    -y.  6d. 

6rf.  EACH  Volume. 

I      Froude's  (J.  A.)  The  History  of  England,  fron 
I  the   I'all  of  Wolscy   to   the    Defeat  of  the 

Spanish  Armada.     12  vols.     3J.  6*^.  each. 
Oleig's   (Rev.    0.    R.)   Life    of    the    Dnk«  ef 

Wellington.    With  Portrait,     y.  dd. 

Haggard's  (H.  R.)  She :  A  History  of  Adv-entinr. 
32  lUastrations.     y.  bd. 

Haggard's  (H.  R.)  Allan  Quatermaln.     V^lih 
20  Illustrations,     y.  6</. 

Haggard's  (H.  R.)  Colonel  Qaariteh,  V.C. :  a 
Tale  of  Country  Life.     y.  6d. 

Haggard's  (H.  R.)  Cleopatra.     With  29  FttQ- 
pag:e  Illustrations,     y.  6d. 

Haggard's  (H.  R.)  Erlo  Brlghtayes.    Witb$i 
lllustr.ations.     3^.  6d. 

Haggard's  (H.  R.)  Beatrice.    3^.  6d. 
Haggard's  (H.  R.)  Allan's  Wife.    WitK  34  Illus- 

iralions.     y.  6ii. 

Haggard's  (H.  R.)  The  Witch's  Head.    W'.H^ Illustrations,     y.  6d. 

Haggard's  (H.  R.)  Hr.  Heeson's  WiU.    With 
Illustrations,     v-  6^/. 

Haggaxl's  (H.  R.)Dawn.    With  16  lUustratioitf. 

35.  6d. 
Haggard's  (H.  R.)  and  Lang's  (A.)  The  Worin 

Desire.    With  27  Illustrations,     y.  &/. 

Harte's  (Bret)  In  the  Carquines  Woods  uA 
other  Stories.    3.^.  6d. 

Helmholts's  (Hermann  von)  Popular  LecHm 
on  Solontlflc  Snbjeots.    With  68  Woodciiti. 
2  vols.     y.  6d.  each. 

Hewitt's  (W.)  Visite  to 
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The  Silver  h\hvs»vy—coniinued. 
J«fferiM*  (R.)  The  Story  of  My  Heart:    My 

Autobiography.     With  Portrait,     y.  6d. 

JelTeriee*   (R.)   Field    and    Hedgerow.      Last 
Essays  of.     With  Portrait,     y.  6d. 

Jefferies*  (R.)  Red  Deer.    With  17  Illustrations 
by  J.  Cn.\KLTO.N-  and  H.  Tunai.y.    3J.  6./. 

J«ireries*  (R.)  Wood  Ma^io:  a  Fable.     With 
Frontispiece  and  Vignette  by  E.  V.  B.    3^.  6c/. 

Jafferlee  (R.)  The  Tollers  of  the  Field.    With 
Portrait  from  the  Bust  in  Salisbury  Cathedral. 

y-ed. 
Knight's  (E.  F.)  The  Cruise  of  the   *AIerte*: 

the  Narrative  of  a  Search  for  Treasure  on 
the    Desert    island  of    Trinidad.      With    2 

Maps  and  23  Illustrations,     y.  6ii. 

LaDg*8  (A.)  Custom  and  Myth :  Studies  of  Early 
Usage  and  Belief,     y.  6d. 

Lees  (J.  A.)  and  Clutterbucli*s  (W.  J.)  B.  C. 
1887,  A  Ramble  in  BrlUsh  Columbia.     With 
Maps  and  75  Illustrations.     3.^.  6d. 

Haoaulay*s  (Lord)  Essays  and  Lays  of  Ancient 
Rome.      With     i^ortrait    and     Illustration. 

y.6d. 
Vaeleod*s  (H.  D.)  The  Elements  of  Banking. 

y.  6ii. 
■arshman*s   (J.    C.)   Memoirs  of   Sir  Henry 

HaYelocli.    35.  6if. 

Max  Mailer's  (F.)  India,  what  can  it  teach  us  ? 

y.  M. 
Max  Miiller's  (F.)  Introduction  to  the  Science 

of  ReUgion.    y.  6d. 

■erlvale*s   (Dean)    History    of    the    Romans 
under  the  Empire.    8  vols.     y.  6d.  each. 

Miirs  (J.  S.)  Principles  of  Political  Economy. 

y.  6</. 
HUl*s  (J.  S.)  System  of  Logic.    3;.  6J. 

Milner*s  (Geo.)  Country  Pleasures :  the  Chroni- 
cle of  a  Year  chiefly  in  a  (jarden.     y.  6d. 

PhiIlipps-WolIey*s  (C.)  Snap:  a  Legend  of  the 
Lone  Mountain.  With  13  Illustrations. 

y.  6d. 
Proctor*s  (R.  A.)  The  Orbs  Around  Us :  Essays 

on  the  Moon  and  Planets,  Meteors  and 
Comets,  the  Sun  and  Coloured  Pairs  of  Suns. 

3.1.  6/. Proctor*8  (R.  A.)  The  Expanse  of  Heaven: 
Essiiys  on  the  Wonders  of  the  Firmament. 

3J.  6d. 
Proctor*s  (R.  A.)  Other  Worlds  than  Ours.  y.6d 
Proctor*s  (R.  A.)  Rough  Ways  made  Smooth. 

y.  6i/. 
Proctor *s  (R.  A.)  Pleasant  Ways  in  Science. 

3^.  6if. 
Proctor*s  (R.  A.)  Myths  and  Marvels  of  As- 

tronomy.   3^.  6if. 

Proctor's  (R.  A.)  Nature  Studies.    3.^.  6t/. 
Rossetti's  (Maria  F.)  A  Shadow  of  Dante :  being 

an  Lssay  towards  studying  Himself,  his 
World  and  his  Pilgrimagr.  With  Frontis- 
pieci;  by  Dantk  CJahkikl  Kossktti.    y.6J. 

Smith  (R.  Bosworth)  Carthage  and  the  Cartha- 
ginians.    Wilh  .Maps,  Plarts,  Ate.     3.V.  6J. 

Stanley's  (Bishop)  Familiar  History  of  Birds. 
160  Ilhistraiions.     y.  6./. 

Stevenson  (R.  L.)  and  Osbourne's  (LI.)  The 
Wrong  Box.     3^.  6./. 

Weyman's  (Stanley  J.)  The  House  of  the 
Wolf:  a  Romano-',     y.  6./. 

Wood's  (Rev.  J.  0.)  Petland  Revisited.  With 
33  Illustrations.     3V.  6</. 

Wood's  (Rev.  J.  0.)  Strange  Dwellings.  With 
60  Illustrations.     3^.  6^/. 

Wood's  (Rev.  J.  0.)  Out  of  Doors.  11  Illustra- 
tions,    y.  6d. 

Cookery,   Domestic  Management,   etc. 
Acton.— Modern  Cookery.  By  Eliza  , 
Acton.  With  150  Woodcuts.  Fcp.  8vo.,  I 
45.  6rf.  I 

BulL— Works  by  Thomas  Bull,  M.D.        \ 
Hints  to  Mothers  on  the  Manage- 

ment  OF   their    Health    during  the 
Period  of  Pregnancy.  Fcp.  8vo.,  15.  6d. 

The  Maternal  Management  of  Chil- 
dren IN  Health  and  Disease.  Fcp. 

8vo.,  IS.  6d. 

De  SaliB.— Works  by  Mrs.  Dv:  Salis. 
Cakes  and  Confections  X  la   Mode. 

Fcp.  8vo.,  IS.  6(f. 

Dogs  ;  A  Manual  for  Amateurs.     Fcp. 
8vo. 

Dressed    Game    and    Poultry   X    la 
Mode.     Fcp.  Svo.,  15.  6</. 

Dressed    Vegetables    X    la    Mode. 

Fcp.  8vo.,  IS.  6rf. 

De  Salis.- -Works  by  Mrs.  1)e  Salis — cont. 
Drinks  a  la  Mode.  Fcp.  8vo.,  is.  6d. 
Entries  X  la  Mode.  Fcp.  8vo.,  is.  6d, 

F^'loral     Decorations.       Suggestions 
and  Descriptions.     Fcp.  Svo.,  is.  6d. 

National  Viands.     Fcp.  8vo. 

[In  the  press. 
New-laid    F-CiGS  :    Hints   for  Amateur 

Poultry  Rearers.     Fcp.  8vo.,  15.  6tf. 
Oysters  a  la  Mode.     Fcp.  8vo.,  is.  6d, 
Puddings    and    Pastry   X    la    Mode. 

Fcp.  Svo.,  IS.  6</. 

Savouries  X  la  Mode.  F'cp.  8vo.,  is.  6d, Soups  and  Dressed  Fish  X  la  Mode. 

Fcp.  Svo.,  IS.  6</. 
Sweets    and    Supper    Dishes    X    la 

Mode.     Fcp.  Svo.,  is.  6d. 
Tempting  Dishes  for  Small  Incomes. 

Fcp.  8vo.,  IS.  Gd. 
Wrinkles    and    Notions    for    every 

Household.     Crown  Svo. ,  is.  6d. 
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Cookery  and  Domestic  Management — conlim 
Lear,— Maigke 

Sidney  Lear. By     H.     L. 

Poole,— Cook liKY  FOR  THE  Diabetic.  By 
W,  H,  and  Mrs.  Poole.  Wiih  Preface  by 
Dr-  Pavy.     Fcp.  8vo.|  2J.  6rf. 

West,  — The  Mother's  Manual  of 
CHii^DReN's  Diseases.  By  Charles  West, 
M.n.     Fcp.  8vo.,  2^.  6rf, 

Walker.— A   Handbook   rim 
bcin^    Simple    Hmt?^    to    Wo 

M..  •         ■' 
Plu...     ...._:_ 

By  Jane  H, L-R.C.S.  ani 
2J.  6^. 

Miscellaneous  and  Critical  Works, 

Allingham. —Varieties  in  Prose.  By 
William  Allinoham*  5  vols.  Crown  Svo., 
1S4.  <Vols,  I  and  2*  Ramblers,  by  Patricius 
Walkmk.     Vol.  3,  Irish  Sketches,  etc.) 

Armstrong.— Essays  and  Sketches. 
Edmltnu  J.  Armstrong.    Fcp.  Svo.,  51. 

By 

Bagehot.— L I T  E  R  A  R  Y 
Walter    Baobhot.      2 

Studies. 
vols,      8vo.| 

BariBg-Gonld.— Curious  Myths  of  the 
M roDLK  Ages*  By  Rev, S.  BARrso-GoULD. 
Crown  bvo.,  31.  tti, 

attye.— Pictures  in  Prose  or  Nature, 
Wild  Spurt,  and  Humble  Life.  By 
AuBYN  Trevor  Battye,  B.A.    Cr,  Svo,,  6*» 

Baynes.  —  Shakespeare  Studies,  and 
other  Essays.  By  the  late  Thomas  SrscfCER 
Baynes,  LL,B.,  LL.LX  With  a  Bio> 
graphical  Preface  by  Professor  Liiwts 
Campbell,    Crown  8vo.»  71.  6rf, 

Boyd  r  A.  K,  H.  B.  *).- Works  by  A*  K.  H, ItoYD,  U.D.,  LL.D. 

And  ttc  M iuiiia-n^oui  Ihiologicai  Wofki,  p.  %\* 

Autumn    Holidays    op    a    Couktry 
Pakson.      Crown  8vo.,   35.   Sd* 

Commonplace   Philosopher*      Crown 
8vo.,  3*.  6c/. 

Critical  Essays  op  a  Country  Parson. 
Crown  8vo,,  3*.  bd* 

East    Coast    Days    and     MEMomsa* 
Crown  8vo*«    3J,   6r/. 

LaKDSCAPES,    CHLtftCHES    AND    MoRAtf* 
lilts.      Crown  l*vo.,  31.  6t/, 

LeisuiiE  Hours  in  Town,    Crown  8vo., 

LS890NS  OF  M  tDPLC  Aon.     CrowTi  Svo., 

OCR  Little  Lu'e.     Two  Series,     Cr* 
8vo.,  3  J.  fi</,  each. 

Boyd  »*  A.  K.  H.  B.^— Wnrlrt  bv  i 
Bovi>.  U,D,,  LL.D.^C<»«r##ifa^. 

Our  Homblt  ConKtJV 
Crown  8vo^,  31. 6dL 

Recreations  of  a  CuU 
Thfec  Scfics.  Crown  Sil 

Also  First  So^ics.    Populj 

Butler —Works  by  Samdh. 

Erewhon.    Cr.  8vo.,  51. 

The  Fair  Havex.    A  W4 
of  tile  MiraculouA  £te 
Ministry.    Cr.  «txi.,  71. 

LipE  AND  Haiijt,     An   &» 

Completer  View  of  Evoluii 

7s.  6rf. 
Evolution,  Old  ajio  Nsw«  | lOi.  td* 

Alps  and  Sanctuaiijks  qiw 
AND  Canton  Ticzno.     IUu 

4to.,  toi»  bd. 

Luck,    or    Cunkiko«    aa 
Means    or    Okoakic    Moo 
Cr.  8vo.,  71  i  td. 

Ex  VoTo.      An  Account 
Monte  or  New  Jerusalem  -i 
Cfown  Rvo.,  iQ«»  arf. 

Fraacifl.-  Ji  njis    Reveal«d." surviving  Grand*otif  H.  R.  Pm 
late   Peilow  of  St.   Jolm^t 
bridge,    Hvo,,  6j, 

Hodgioii.— Ot't' *^T  T^ti^At TdANMLATIt- 
HoODHOSf,       \ 

TA 
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Miscellaneous  and  Critical   Works  -  conhmied 
MacfarrexL— Lecti7ki-:s  on  Harmony. 

Hy  Sir  George  A.  Macfarkkn.     8vo..  izs. 

"Mbjl  Miiller.— India  :  What  can  it  Teach 
us?  By  F.  Max  Ml'li.er.  Crown  8vo.» 

Ss.  Cut. 
1 

!  Mendelssohn.  Thi-  Lkttkks  of  Felix 
Mendei-ssohn.  Translated  by  Lady  Wal- 

lace.    2  vols.     ("r.  Svo.,  105. 

Milner.— Works  by  Gkokoe  Milnek. 
Coi'NTKY    Plkasikes  :    the   Chronicle 

of  a  Year  chiefly  in  a  Garden.     Cr.  Svo., 

I  35.  bti. 
Stidiks  of  Natike  on  the  Coast  of 

Akran.  With  Illustrations  by  W.  Noel 

Johnson. 

Perring.-  Hai:o  Knots  in  Shakkspeaki.. 
IJy  Sir  Pirii.ir  Pi:i  klnm^.  I5;irl.     Svo.,  75.  6</. 

I  Proctor.-  Works  by  Richard  .\.  Proctor. 

I      STRENCiTu    AND    IIappiness.      With   9 
111 iistiat ions.      Crown  Svo.,  5s. 

i      Strlngth  :    How   to   «;ct    Strong   and 
I  keep  Slrontj,  with  Chapters  on   Rowinj; 

and  Sv,  imniini,',  I'al,  A^c,  and  the  Waist. 
With  9  Illustrations.     Crown  Svo..  2s. 

U— Works  by  John  Hullah,  LL.D. 

-    Course  of  Lectures  on  the  History 
OF  Modern  Music.    8vo.,  85.  6d. 

Course  of  Lectures  on  the  Transi- 
tion Period  of  Musical  History.  8vo., 

los.  6c/. 

Junea.— Mining  Royalties:  their  Prac- 
tical Operation  and  Effect.  By  Charles 

Ashworth  James,  of  Lincoln's  Inn,  Bar- 
rister-at-Law.     Fcp.  4to.,  51. 

Jefferies.— Works  by  Richard  J effkries. 

Field  and  Hedgerow:  last  Essays. 

With  Portrait.     Crown  Svo..  31.  Cv/.' 

The  Story  of  My  Heart  :  my  Autobio- 
graphy. With  Portrait  and  New  Preface 

by  C.  J.  Longman.     Crown  Svo.,  ̂ s.  dd. 

Red  Deer.  With  17  Illustrations 
by  J.  Charlton  and  H.  Tunaly.  Crown 
Svo.,  35.  bd. 

The  Toilers  of  the  Field.  With 

Portrait  from  the  Bust  in  Salisbury 
Cathedral.     Crown  Svo.,  35.  6^/. 

Wood  Magic:  a  Fable.  With  Frontis- 

piece and  Vignette  by  IC.  V.  B.  Crown 
Svo.,  3J.  fid. 

J'ohliBon. — The  Patentee's  Manual:  a Treati.se  on  the  Law  and  Practice  of  Letters 

Patent.  By  J.  &  J.  11.  Johnson,  Patent 
Agents,  &c.      Svo.,  los.  6d. 

Caang. — Works  by  Andrew  Lang. 

Letters  to  Dead  Authors.  Fcp. 
Svo.,  2j.   6</.  net. 

Books  and  Bookmen.  With  1  Coloured 

Plates  and  17  Illustrations.  I-'cp.  Svo., 25.   6r/.   net. 

Old  Friends.     Fcp.  Svo.,  us.  ikI.  net. 

Letters  on  Literature.  I'cp.  Svo., 25.  6</.  net. 

Cock  Lane  and  Common  Sen^^e.  I'cp. Svo.,  65.  6//.  net. 

Iieonard.  -  The  Camel:  Its  I'ses  and 
Manaj^eniirnt.  By  Major  Arthur  Glyn 
Leonard,  late  2nd  East  Lancashire  Regi- 

ment.    Royal  8vo.,  215.  net. 

Richardson. -National  Health.  A 
Review  of  the  Works  of  Sir  Edwin  Chad- 
wick.  K.C.'>.  Bv  Sir  B.  W.  Rilmardson, 
M.L).     Cr..  45.  ()</. 

■  Rossetti.  -A  Shadow  oi-  Dante  :  being 
an  Essay  towards  studying  Himself,  his 

World  and  his  I*il«4riniai:e.  By  Maria 

Fkancks'ja  KossKTii.     With  I'rnntispiece 
I      by   1)ANTE  Gaukikl  Kossltti.      Cr.  Svo.. 

I      35.  M. 
,  Scuthey.    CoRRhsroNDi  nce  w  ith  Caro- 
I      link    Bowles.       By    Koin.Kr    Southey. 

PMiied  by  E.  Dowdln.     Svo.,   145. 

Wallaschek.  -Primitivl  Music:  an  In- 
quiry  into  the  Orit;in  and  Development  ot 
Slusic,  S()ngs.  In'itrumenis,  l^anccs.  and 
Pant<iinimc>  of  Savage  Races.  V,\  Richard 
Wallasliikk.  With  Musical  Examples. 

Svo.,  I2S.  6</. 

I  West.  -Wills,  and  How  Not  to  Make 
Thk.m.  With  a  Selection  of  Leading  Cases. 
Frontispiece.     By  B.  B.  West,  .Author  ot 

!      '*  Half- Hours  with  the  Millionaire.s".    Fcp. 
I       Svo.,  25.  6r/. 
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Misoellaneous  Theological  Works. 
L*,*f«r  Church  of  England  md  Roman  Cathof/c  Wuiks  w?e  M* 

Specia/  Catafoguea. 

Boyd.  -Workj^by  A.  K.  H.  Hoyd.  D.D., 
Fkn  Minbter  of  St.  Andrews,  author  of 
*  Krcreatiotis  of  a  Country  Parson/  &c. 
CouKCit  ANi>  Comfort  from   ^  City 

PuLHT,     Crown  8vd,.  31.  6fL 

SPKDAV    APTBftWOUNR    IN    TUB    PaRISO 
CHUircK    OF   A    Scottish    Ukiversitv 

Crown  8vo*.  3^.  64, 

lU     AsHEils     UP      UncuaNOBD 
1  uuTHS.     Crown  8vo.,  ̂ s,  6rf* 

GlCAVEK     ThOUGJ^H      op      a      CorNTRY 
Pa  « SON.      Three  Scrlei^.      Crown  tfvo,, 
ji.  61/.  esich. 

PKfcsENT  Day  Thouohts.    Crown  Svo,, 

Sbasidk  Missings,     Crown  8vo,,  5$,  6*/, 

*T<>    Mccr    THE    Day*    through    the 
Chribtiati  Year  :  btiny  a  Ti:xtof  Scriptufc% 
Aith.fi  Original  Meditation  :ind  a  Short 

3  Verse  for  Every  Day.    Crown 

De  U  Saussaye.— A   Mantal    or    the 
:    xr.  OF  RiiLicioN.  By  Professor  CriAN- 

11!    01  I, A  Savs^saye,     Translated  by 
Mrs.    CoLYLjt    Fehuussok    {iifi    Max 
Mt!LLBit».    Crown  Svo,,  tis.  6</, 

[  Kalisch.  -Works  by  M,  M,  K alisch^  Ph. D. 
Bi»LE  Studies,  Fart  I.  Thr  Pro- 

phecief?  of  Balaam.    8vo.,  tos.  61/*    Pan 
II,     The  iJQok  of  Jonah.    8vo.,  loj.  64/. 

Commentary  ux  thl  Old  'I  estawkkt  : with  a  New  TransJAtion.  Vol.  I.  GencRifi. 
Bvo,,  i8j.  Or  adapted  for  the  General 
[leader.      i2j.     Vol.    IT,     Exodun.     151, 

fOr  Mdantccl  for  the  General  Reader,  tii. 
Vol.  III.  Leviticus,  Part  I.  151,  Or 
;id3pted  for  \hv  Gf  ncral  Header.  Si.  Vol. 
IV.  Levtticu*»«  Pan  n.  15^.  Orodftptcd 
for  Ihe  General  Header.     85. 

^_oiiald.— Works    by  GEOftOK    Mac- 
DONALD,  LL.U, 

UdOLTOKKN  SsitMON«.  Thfcc  Serici^ 
*  -      n  fivo..  3»,  Cxt.  each. 

if'AcLtK  or  Ot-R  Lord.    Crown 

Stripe,  iig  the  Form  or 
r  AV  Oi.»  Sovt:  BocMtm. 

Martin  ea^u. —Work*     by  \ 
(    1^    r,     .    ,  •         I"',      I    I  II         r    I 
} 

71,  Gil.  
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