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THE 

THEORY AND PRACTICE 

Oll' 

BA.NI(ING 

OHAPTER X 

FROM THE RENEWAL OF THE BANK OHARTER IN 

1800 TO THE AOT FOR THE RESUMPTION OF 
OASH PAYMENTS IN 1819 

1. Soon after the year 1800 a remarkable phenomenon began 
to attract the notice of persons who had paid attention to the 
Ourrency. We have just seen how lamentably deficient the 
harvest of 1799 had been, and the enormous quantities of gridii. 
it became necessary to purchase. The autumn of 1799, and the 
ensuing winter, were equally unfavourable as the preceding had 
been to all descriptiohs of farming operations. The spring of 
1800 was exceedingly wet; and, in the middle of the harvest, 
heavy and continuous rains set in. In consequence, the harvest· 
time was even more calamitous than the preceding one. In th~ 
north part of the island the crops were a total failure. Notwith· 
standing that the nnprecedented quantity of 1,242,507 quarters 
of wheat were imported, prices continued to rise to a famine scale. 
'The public peace was with difficulty preserved, and in November, . 
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when Parliament met, the Qountry was in a very alarming COll

dition. Parliament pursued the usual course, recommended the 
most stringent economy in the consumption of provisions, and 
offered to guarantee 100$. a quarter to all who imported wheat. 
In spite of all these measures, wheat rose in March, 1801, to 
156s., barley to 90s., and oats to 47s. In the autumn of 1799, 
failures of great magnitude took place in Hamburg: 82 houses 
came down with liabilities amounting to £2,500,000. In con
sequence of these, discount rose to 15 per cent. - Under the 
influence of the enormous. sums of money that had to be sent 
abroad in purchase of grain, the attraction of this high rate of 
discount, and other causes, the exchange on Hamburg, which had 
stood so high for some years, fell in January, 1801, to 29'S, being 
upwards of 14 per cent. against England 

-2. We have already seen that, in the great monetary crisis 
of 1696-97, it was universally ackuowledged by Parliament and the 
most eminent merchants, that it was the bad state of the coinage 
which produced the great rise in the market price of bullion, and 
the heavy fall in the Foreign Exchanges; and we have seen that 
the restoration of the coinage immediately rectified the Exchange. 
At that time Bank Notes were not a legal tender, and the language 
invariably applied to them, when their current value differed from 
their nominal value, was that they were at a discount. When the 
men of that day saw that the Bank Notes were a promise to pay so 
many "pounds" ou deml1nd, aud when they saw that the persons 
who issued them were unable to pay that number of pounds, and 
that no one would give that number of pounds for them, they 
never used any other; expression regarding these facts, than that 
the notes were at a discount. There is no trace of anyone having 
thought of saying that it was the notes that denoted the pound 
sterling, and that bullion had risen. When the reform of the 
coinage took place, and the Exchanges were simultaneously rec
tified, it was said that the reform of the coinage caused the 
restoration of the Exchange, and numerous merchants had written 
pamphlets to combat a delusion which was rather prevalent among 
Bome persons, that Bullion, as a commodity, could have a different 
value to Bullion as Coin, except on account of the depreciation of 
the cornage 
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S. Adam Smith had laid it down as a principle that any 
permanent difference between the Market and the Mint price of 
bullion must be necessarily caused by the condition of the coinage 
itself; and Hume had observed that the Exchange never could 
vary but little beyond the cost of the transmission of specie. All 
these fundamental truths, which are as pure matters of de
monstration as any proposition in Euclid, had been discovered and 

, \ established long before the period we are now speaking of 

4. Such were the truths established, when a Metallic Currency 
'was the only one thought of, in estimating value. But at this 
time a new principle was introduced-there was what was sub
stantially an inconvertible Paper Currency. At this period 
most men's ideas were transferred from the Metallic Currency to 
the Paper Currency. Ever since the issue of £1 notes people 
thought of them, when they spoke of prices, as being so many 
pounds.' When the suspension of cash payments first took place, ' 
there was a general expectation that the Bank Notes would be 
depreciated, but the general resolution of bankers and merchants 
to support the credit of the Bank, the determination of the Go
vernment to receive Bank Notes in payment of taxes, at their par 
value, and the great caution exercised by the Directors during 
the first few years after the restriction, had removed all these 
apprehensions; and, for some years, Bank Notes circulated .at par 

5. At this time, however, phenomena occurred which directed 
the attention of many persons to the state of the Paper Currency. 
The market price of standard gold, up to September, 1799, had 
continued at.£3 178. 6d. per ounce, and the price of foreign gold 
in coin had been somewhat higher, on account of its greater use as 
coin than a.c; bullion. But in June, 1800, the price of foreign gold 
experienced a sudden and extraordinary rise: it rose to.£4 58. per 
ounce; silver rose 58. 7d. per ounce; and the Foreign Exchanges 
fell below par. In January, 1801, gold and silver had each risen 
Is. per ounce, and the exchange at Hamburg was 298. 8d., being 
a depression of 14 per cent. below par. But the expense of trans
mitting specie to Hamburg was estimated not to exceed 7 per 
cent.; and, consequently, there remained a difference of 7 percent. 
to be accounted for 

B 2 
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6. It was at this time that the great and palpable truth was 
discovered, that if a deterioration of the coinage produced a rise of 
the Market price of bullion above the Mint price, and a fall in the 
Foreign Exchanges under a Metallic Currency, then that the opposite 
proposition was also necessarily true. That under a Paper Currency 
which was only the representative of a Metallic Currency, if the 
Market price of bullion (i.e., the paper price) exceeded the Mint 
prioo, and the Foreign Exchanges fell beyond the cost of the trans· 
mission of specie, that excess could only arise from the depreciation 
of the representative of the Metallic Currency, and, therefore, that 
when these circumstances occurred, they infallibly indi
cated that the Paper Currency was depreciated 

7. We are not certain to whom the merit of the discovery of 
this great and important truth is due. If he had not the actual 
merit of discovering it, Mr. Walter Boyd was certainly one of the 
first to proclaim it, and call public attention to it. It was enforced 
with much greater ability and clearness by Lord King, and with 
not so much distinctness by Mr. Henry Thornton, in his Inquiry 
into the Effects of Paper Credit. To these three writers, howe'l"er, 
as far as we have been able to ascertain, the merit is due ofestab· 
lisiling this principle, which is as important in the subject' of 
Currency as the Newtonian law of gravity is in astronomy , 

8. The preliminaries of peace with France were signed in 
October, 1801, at London, and the definitive treaty at Amiens, 
on the 27th March, 1802. The restriction on cash payments 
expired of itself six months after that eyent; but, though the 
Bank declared that .its coffers were well supplied with specie, and 
that it was anxious and ready to resume payments in cash, the 
Chancellor of the Exchequer, Mr. Addington, brought in a bill 
on the 9th April, 1802, to continue the restriction till the 1st of 
March, 1803, which was passed. The arguments alleged in 
favour of this measure shew a wonderful decline in financial 
knowledge in the Government of 1802 compared to 1696. At 
the latter period the great reason alleged for the reformation 
of the coiuage was the adverse condition of Foreign Exchanges, 
and the rise of the Market above the Mint price, caused by the 
depreciation of the Currency. Notwithstanding the vehemeut 
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opposition 'of the enemies of the Government, we have seen the 
triumphant success of the re-coinage, which restored the publio 
credit and the Exchange. The sagacity of. a Montague would at 

_ once have seen that the adverse state of the Exohange, and the 
high price of bullion, were entirely owing to the depreciated 3tate 
of the Currency, and that the only method of restoring them to 
par was the immediate resumption of cash payments. So great, 
however, was the ignorance upon the subject, that the fact of the 
exchange being adverse was the very reason alleged why cash 
payments should not be resumed! Sir R. Peel said the course 
of exchange was, at this moment, against us allover Europe. 
Mr. Addington, "in bringing in the bill, 3aid-

" It cannot be necessary for me to inform the House that the 
Rate of Exchange between this country and foreign parts is disad
vantageous to ourselves-that the export trade has been for some 
months at a stand, that while the Rate of Exchange is disadvan
tageous to us, an augmentation of the circulating cash would create 
a trade highly injurious to the commerce of this country. For 
several months past, there has been a trade carried on for purchas/J 
oj guineas with a view to exportation. It is on these grounds that 
I submit to the House the expediency of continuing the restriotion 
with regard to, the cash payments of the Bank" 

Why, these were the very reasons why a retllrn to cash pay
II.1ents should. have been made without delay! The reason why 
the trade of buying up guineas was going on was just because 
of the redundant quantity of paper; the paper "promises to 
pay" were falling in value as compared to the guineas, and, as a 
necessary consequence, guineas were exported, and, so far from a 
return to cash payments augmenting the circulating medium, it 
would infallibly ):lave considerably diminished it by making the 
Bank reduce its paper issues. It was because the prices of articles 
were so high in this country that the export trade was unprofit
able, and a reduotion of the Bank notes would infallibly have 
compelled such a reduction in prices as would have facilitated the 
export 

9. The result of this extraordinary amount 01 financial errol' ' 
could llave been easily predicted. The circumstances of the 
country did not improve, as the Minii.tl'Y had taken the most 
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effectual measures to prevent them doing so. In February, 1808, 
Mr. Addington had to come forward again to prolong the re
striction. He said that the reasons which suggested it were too 
strong, and the necessity too urgent, to be resisted. The re
striction was continued last Session because the Exchanges were 
adverse-the Exchange at Hamburg was then at par-that with 
Amsterdam adverse. Upon these grounds, he said, it was ex
pedient to continue the restriction, nntil the progressive advance 
of our commerce would produce such a steady inclination of the 
Exchange in onr favour, as to render it safe to resume cash pay
ments. That the scarcity of the last three years had made it 
llecessary to export twenty millions of bullion in payment of corn, 
and until that came back cash payments could not be resumed. 
Mr. Fox said that such a mode of arguing went to establish it as 
a general axiom that, whenever the Exchanges were adverse, cash 
payments of the Bank ought to be suspended; and then he 
touched the right point. " Perhaps, even, it might happen that 
the nnfavourable turn of the Exchange against this country 
might be owing to the very restriction on the Bank." And he 
said-

"In 1772, or 1773, when there was a great quantity of bad 
money in the country, the course of exchange was then also 
mnch against us, but when, in the room of this adulterated 
money, good gold was Bubstituted, the consequence was that the 
Exchanges turned almost immediately in our favour. As long as 
our Currency continued bad, the exchange was against us, so it 
is now, because paper is not much better than bad gold; as it is 
attended with the same inconveniences. May it not, therefore, 
be expected that, as in the former case, when our Currency was 
ameliorated, the course of Exchange turned in our favour, so also 
if the Bank now resumed its cash payments, the same favourable 
circumstances might attend the change? " 

: The trace of truth thus hit upon was not followed up; and, 
while the directors of the Bank alleged that they were perfectly 
able to resume cash payments, the Ministry enforced a continned 
restriction upon them, for political reasons, until six weeks after 
the beginning of the next Session of Parliament. In the Lords, 
Lord Pelham said that the idea of renewing the restriction at 
the present moment originated solely with the Government, who 
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lind had no communication with the Bank on the matter. The 
great truth doubtingly hinted at by Mr. Fox, was much more 
strongly and fully stated by Lord King and Lord Moira in thll 
lIonse of Lords. The Ministry complained that the importation 
of bullion was hanging fire; ,,-as it not plain that the reason WIlS 

that its value in this oountry was depreciated by the plethora of 
paper? and the true WRy to attraot it was by diminishing the 
quantity of the paper, and so raising the vulue of the gold. The 
bill was carried without a division 

10. If the resumption or cash payments was unadvisable 
under the preceding circumstances, the untimely end of the short 
and feverish peace in 180S rendered it still more imprncticahle: 
and, immediately upon the opening of the Session, a bill wus 
brought in to continu!l the snspensiou. We find it S~lted thnt 
the hoarding of guint'ns had bren going on to such an extent, 
that .it was with the utmost difficulty thnt they could be procured 
for the common purposes of life. The ChaDl:ellor or the El:chequer 
bIked of the baseness of suoh a praotice, which WIlS inconsistent 
with pullio sllirit and the duty of a good citizeu. Precisely the 
same language had been held by the revolutionary leaders in the 
tribune or the French Convention regarding as..<dgnats. The 
debate in the Lords produced some excellent speeoh<'S. Lord 
GrCllville, ,,-ho had been of the Cabiuet who proposed the sus
pension originnlly, now gave very evident signs that his opinion 
was very mueh altered, and severely censured the attacks of the 
Chancellor of the Exchequer upon those ,,-ho prefem.>d to keep 
their guineas at home. Lord King now gave the clearest enun
ciation or the principles of a Poper Currency, which had before 
been rather foehly hinted at. He said-

tc The natural and only true limit of every Paper Currenoy 
was the power of compelling payment in spt.'Cie, at the will of the 
holder. A Pnl)Cr Currency, not convertible into specie, lmd no 
rule or standard except the discretion of the pel'Sons by whom 
it was issued. To detel1l1ine the quuntity of currency necessary 
for circulation was iu all cases a dillicult and delicate problem. 
A wry ,trWl allMI40n ID iii, pNi:. 0/ Bill/jim, ami iii. d.,l. 0/1118 
Fvr.ign E;zdwlgu, tt'Q$ alon, (npabl4 of tlJfvrdlil1 " illlli tri/~niJII 
lig tt'l4icA iii. fllalltii!l t(nllJ h, trlll!l Q$(trimiltli. Witbvut a 
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perpettlal reference to these tests it was impossible to maintain 
the full value of the Currency. That the Bank directors had 
failed in the performance of this duty was evident, from the 
enormous increase in the quantity of their notes, and the great 
derangement which had taken place in the price of silver and the 
Foreign Exchanges since tbe period of the restriction. He said 
that the excessive quantity of Bank notes, by raising the Market 
price of silvel1 above the Mint price, was one of the causes of the 
present scarcity of the silver coin" 

11. The Act. which restrained the Bank of England from 
paying in specie also enacted that country bankers should be 
liable to discharge their notes in Bank of England paper. Hence 
the very Bame rules applied to the issue of the country banks, 
where paper was converted into Bank of England notes, as 
formerly applied to the Bank paper when convertible into specie; 
and the country Bank paper was based upon Bank of England 
paper, just in the same way as the latter had been based upon 
specie. So the Directors of the Bank not only controned their 
own issues, but those of every other Bank in the country, and any 
excess of paper issued by them was immediately multiplied and 
propagated throughout the kingdom 

12. The facilities of communication with the metropolis, 
even in tbat age which we are now accllstomed to consider as 
slow, as compared with our own, were sufficient to prevent the 
depreciation of a local currency in Great Britain, at least since 
1765, when the Scotch notes were. depreciated, on account of 
certain conditions they contained impeding their payment in gold 
on demand. But Ireland, from the distance of the sea passage, 
and the difficulty of access, might be considered as a foreign 
country: which resemblance was further promoted by its baving 
a Currency of its own, distinct from that of Great Britain. The 
Irish shilling in those days contained 13 pence, and as the pound, 
both English and Irish, was 240 pence, a slight calculation will 
shew that £iOO English=£108 68. 8d. Irish, Hence the par 
of exchange between England and Ireland was calIed eight and 
oue-third 
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13. Although there was no l'un upon the Bank of Ireland, 
and the Exchange with England was favourable, and bullion was 
flowing in, the Bank of Ireland was directed by Parliament to 
suspend its payments in cash at the same time as the Bank 
of England, and an Act was passed by the Irish Parliament 
containing analogous provisions to the English Act 

14. Ever since. the. year 1794 the Exchange at Dublin on 
London had been uniformly in favour of Dublin, standing usually 
about £7 lOs. In the first three IJlonths of 1797, it rose so high 
as £6 148. 9a.; in the second three months it rose to £6 7s. 2d.; 
and in the third period of three months, it attained the very great 
height of £5 18s. lOa.; the highest it stood at on any day being 
£5 lOs. From that period it began steadily to decline, and it 
continued to fall progressively through each year, until in January, 
1804, it reached the extraordinary depression of £18. No guineas 
were to be had for Bank of Ireland notes, except at a premium of· 
2s. 4d. or 2s. 6a. This enormous depression was noticed by Lord 
Archibald Hamilton; on the 13th February, 1804, in the debate 
on the Irish Bank Restriction Bill. He stated that, when the 
Restriction Act passed, the issues of the Bank of Ireland were 
£600,000, whereas now they were £2,700,000. He said that 
between Dublin and Belfast, though not more than 100 miles 
apart, there was a difference in the Exchange of 10 per cent., and 
that in the Exchange with London it was sometimes as much as 
20 per cent. against Dublin. That gold coin rose in value just in 
proportion as paper was depreciated 

15. This great disorganisation of the monetary business 
between the two countries at length excited the serious attention 
of Parliament, and, on the motion of Mr. Foster, a Committee 
was appointed" to inquire into the cause of the present high rate 
of Exchange between Great Britain and Ireland, and the state 
of the Currency in the latter kingdom." The Committee con
sisted of Mr: Foster, Lord A. Hamilton, Lord Henry Petty, 
Lord Folkestone, Mr. Pitt, Mr. Fox, Mr. Grey, Mr. Rose, Mr. 
Canning, Sir W. Pulteney, Sir J. Newport, Mr. J. C. Beresford, 
1I1r. Sheridan, and Mr. Brogden . 
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16. The circumstances which gave rise to the appointment 
of this Committee and its report, are deserving of great attention, 
as they are the first regular investigation by Parliament into the 
theory of the Paper Currency, and they were the antetype of what 
afterwards occurred in England, and gave rise to the appointment 
of the Bullion Committee 

17. The Bank of Ireland sent two of its Directors to be 
examined as' witnesses, Mr. Colville and Mr. D'Olier. :Mr. Colville 
stated that the issues of the Bank notes at the time of the re
striction were between £600,000 and £700,000, but they were 
now about £3,000,000; and when asked the motives for such 
an extraordinary increase, said that the Exchan.ge became ex
tremely adverse about two years after the restriction: the money 
of the country was carried out of it, for the purpose of paying 
the balances of remittances: and, consequently, as tbe medium 
of gold decreased, it became neceesary to wpply itB place with 
paper. He said' that, after the restriction, it was necessary to 
supply notes for the payments that would have been made in 
guineas, and this amount he placed at £1,200,000. He admitted 
that before the restriction, whenever there was a drain of gold 
from the Bank, they were in the habit of diminishing its issues 
to strengthen themselves agairist the continuance of the drain. 
That whenever the Exchange was unfavourable, the necessity for 
self-preservation compelled them to reduce their issues, and that 
this limitation was for the purpose of lessening the drain of 
guineas. But he said that it was generally thought that the 
extension of paper in Ireland was the cause of the high Exchange, 
but, in his. opinion, it was directly the reverse, inasmuch as far 
as the circulation of paper has supplied the circUlating medium, 
it enabled the gold which before. stood in its place to be exported 
out of the country, and so far was a clear and decidcd cause 
of preventing the Exchange getting to a higher pitcb; and he 
said that it must appear that his opinion was that the circulation 
of Bank paper in Ireland was in no sbape the cause of the high 
exchange. He said that he clearly and decidedly considered the 
sole cause of the high rate of Exchange to be that Ireland owed a 
great deal more money than she could pay. He considered the 
true. criterion of such balance of debt to be the state of Exchange 
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between publin and London, and London and Dnblin. That 
when the Exchange was considerably above par it was said to be 
against beland, and in that case certainly at that time Ireland 
owes more money than she is able to pay. Mr. Colville repeated 
these opinions several times: more often than it is necessary to 
quote. When pressed with the question whether the Rates of 
Exchange might be influenced by the value of the medium in 
which the balance of debts was paid, as, for instaRce, if it were 
paid in degraded or adulterated coin, he admitted that it might 
be so with respect to coin, but he denied that such views in any 
way applied to Bank of Ireland paper. Mr. D'Otier coincided 
with these views, and attributed the state of the Exchauges to the 
same causes. When asked whether it was possible, in any case 
whatever, for there to be such an augmentation of inconvertible 
Bank paper as to diminish its value in exchange for goods, 
although the confidence that they might be paid off at some 
remote and indefinite period might be maintained, he said he 
thought it possible, but not probable. He said-" I have heard 
it stated that because gold is bought at a premium, that, there
fore, Bank of Ireland no~es are by so much depreciated, and at 
an absolute discount as to the amount of that premium. That 
was not the proper way to look at the question. The circulation 
said to be depreciated must first pe proved to have become 
burdensome to the holders, and bargains to have been made by 
unnecessary purchasers to get rid of that which they found 
inconvenient, or were apprehensive to hold. The mere buying 
of gold at an advanced price beyond that of the Mint, is the 
effect, and not the cause, of the Exchange, and, therefore, no 
proof of the depreciation of the paper itself." As both these 
witnesses maintained that the Exchanges might be depressed to 
any extent by the mere fact of debts. being due by the conntry, 
it is much to be regretted that the Committee did not ask them 
if it were possible, in their opinion, for the Exchange to be 
depressed beyond the limit of the expense of the transmission 
of bullion, and, if so, how it could be possible P 

18. The description given by the witnesses of the state of 
the Metallic Currency was most astonishing. Mr. D'Olier had 
some of it weighed. The base currency took about 1268. to the 



1~ THEORY AND PRACTICE OF BANKING 

pound weight; the Mint silver which was in circulation, was very 
scarce and very much worn, contained 948. 6d. to the pound 
weight, whereas, when new from the Mint, it contained 628. to 
the pound weight. Of the base shillings, the best did not 
contain more than 6d., and the worst about 3d. These base 
pieces were coined and sold privately to agents who had the 
means of circulating them, at 288. to 358. the guinea. When 
such was the state of the Metallic Currency in Dublin, the 
provinces in the south were even worse off. One witness stated 
that the silver Currency had totally disappeared from the southern 
parts, that the vacuum was supplied by silver notes; that these 
silver notes had driven out the whole of the silver Currency, and 
from their increased amount" as well as the increasing issues 
of private bankers' notes of every other description, prices had 
risen greatly. That the bad Currency had been increasing most 
mischievously during the last twelve months, that there was still 
a very good supply of good silver in the south which was hoarded 
on account of these silver notes; but if they were suppressed, it 
would come into circulation again. He said all sorts of traders, 
as well as bankers, issued notes for 38. 9id. and 68., payable at 
twenty-one days after date. He thought that the increase of the 
paper circulation augmented the state of Exchange against Dublin. 
That the premium on guineas was a proof of the depreciation 
of the Bank notes; and that as the Exchange rose the depreciation 
continued. That the premium on guineas was then 7 or 8 per 
cent. He himself had bought large quantities of guineas at a 
premium of 28. 6d. each. In the north of Ireland, however, all 
bills were payable in gold; they would have nothing to do with 
any Paper Currency, aud while the Exchange on Dublin was 16 
(7 two-thirds below par) the Exchange on Belfast was 7 or 8 per 
cent. (one-third above par). He argued that, since the exchange 
in gold was favourable to Ireland, the Real Exchange must be in 
her favour, and that if any considerable quantity of gold came 
into circulation it would at once tend to diminish the premium 
on guineas, and lower the rate of Exchange. However, he 
thought that the high state of the Exchange was a clear proof 
that the balance of payments was against Ireland annually. 
While no Bank of Ireland or private Bank notes could be 
exchanged for guineas, except on paying a premium of 28. 6d. 
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each, Bank of England paper bore exactly the same premium as 
guineas, and were received in every transaction as equivalent to 
guineas. And yet the directors of the Bank of Ireland main
tained that their notes were not depreciated 1 

19. In the north of Ireland, where nothing but gold was 
cUITent, and paper was tabooed, the Exchange at Belfast with 
London had always continued favourable to Belfast, and even 
while the Exchange at Dublin was progressively sinking, the 
Exchange at Belfast continued to rise; thus, the state of the 
Exchanges during the years 1803 and 1804, when the Committee 
were appointed, was as follows :- . 

1803 Dublin Belfa.st 
Average of 1st quarter £11 1 9 £7 12 6 

2nd 13 811 8 8 8 
3rd 15 17 0 7 12 6 
4th 15 8 7 5 12 6 

1804. 
January 27th 18. 0 0 6 0 0 

There was, therefore, at that time, a difference· of 12 per cent. 
between the Exchange at Dublin and at Belfast. Consequently, 

-if the opinions of the Directors of the Bank of Ireland were true, 
enormous payments were being made from Dublin to London, 
and a balance of payments was due. from London to Belfast. 
However, Mr. Marshall, the Inspector General of Imports -and 
Exports at Belfast, held a very different opinion with respect to 
Irish Bank notes, for he appends to the table of Exchanges 
prepared by him this note-,-

"It has certainly been heretofore held as a maxim of com
merce, that the balance of trade has in a great measure regulated 
the Rate of Exchange; and if specie was equally in circulation in 
England and Ireland as formerly, the criterion would, no doubt, 
still be tolerably just. But the issue of paper in Ireland is so 
great as to make it subject to a heavy discount, whilst in England 
it circulates without any depreciation at all. I imagine the RalB 
of Exchange between the two countries, therrfore, is very muc7~ 
influenced by the rate of discount on Irish Banle notes" 
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20. It is scarcely necessary to observe that if the opinion 
of the Directors of the Bank of Ireland were true, that the Rate 
of Exchange at Dublin on London was due entirely to the heavy 
debts due from Ireland to England, their townsmen must have 
been great simpletons to purchase bills on London in Dnblin at 
such an enormous sacrifice, when they could have got them at 
Belfast 10 to 12 per cent. cheaper. But it appeared that specie 
was at a pr~mium of 10 or 12 per cent. in Dublin, so that the 
bills, when paid for in cash, were exactly the same rate in Dublin 
and Belfast 

21. In order to test the fact that the Rate of Exchange was 
due to the excess of payments owing by Ireland, the Committee 
had evidence on the subject, and it appeared most decisively 
that so far from the balance of payments being against Ireland, 
there was a very large balance in her favour. The witnesses 
differed as to the precise sum, but they agreed as to the fact 
of there being a large sum due to Ireland, and, consequently, that 
the Exchange ought to be in her favour, which was precisely the 
caS8 at Bel/ast, where payments were made in specie. With this 
incontrovertible evidence before them, the Committee did not 
hesitate to express their conviction. that the real balance of 
pecuniary transactions was greatly in favour of Ireland, and 
that, consequently, the Real Exchange was and ought to be under 
par, and that they felt themselves compelled to seek in other 
causes than the balance of debts for the unfavourable Exchange 
then existing between them 

22. We have already seen that when in 1696 the silver 
coinage was being recoined, a difference arose between Bank notes 
and specie of 20 per cent., and between tallies and specie of 40 
per cent., it was universally said that Bank notes and tallies were 
at a discount of 20 and 40 pel' cent. There is no trace of any 
other language but that being applied to them. In the year 1804 
Irish B~ notes were exchanged for specie at a difference of 10 
per cent., so that, with a guinea in specie, anyone might purchase 
a guinea note and 2s. or more in silver. The merchants of 1696 
would have expressed such a state of things by saying that the 
'lote had fallen to a discount of 10 per cent. But at this peJ'iod 
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a new mode of expressing it was discovered; it was stoutly main
tained that it was not the pllper which was deprroiated. but the 
guinea which had risen in value! Thus, one witness being asked 
-" Do you know that tho Bank of It'Oland paper is depreciated?" 
snid-cc I am not aware of it, because I should not say paper was 
depreciated, unless there was a forced issue of it, and that it was 
offered at a discount on all occasions. I should rather now say 
that gold is increased in value than the paper is depreciated." 
When asked-" What do you consider to be the best criterion of 
the depreciation of paper currency, an alteration of its value 
compared with the general property of any country, or its alteration 
compared with a given ru.ucIe, viz., guineas? " he says-" I think 
the first the best criterion, because guineas may bEl wanted, as in 
the pl"eS\)nt case, for special purposes." It is somewhat surprising 
that th.> witness did not remember that Bank notes are a" promiso 
to pay .. guiueas, and they are not a promise to pay any other kind 
of properly. Whenasked-" Do you not conceiye that the fIlet 
of a preminm existing on English Thmk notes in Ireland and 
exchanged for Irish Bank notes, affords some indication thnt it is 
Irish paper which is depreciated, and not the price of gold which 
is locally raised? "-" I do not." Other witnesses agree in these 
opinions. When we consider the nature of an Exchange, and the 
state of facts proved with regard to the Irish coinage, at that time 
we might almost slDile at these ideas, and attribute them to the 
peculiar methods of thinking which are sometimes prevalent on t.he 
western side of St. George's Channel; but we shall find that when 
a precisely similar state of things took place in England, with 
regard to the Foreign Exchanges, the very same doctrines were long 
and stoutly asselted by a Tery nUlDerous party in this country, 
and would probably be so again uuder similar circumstances 

23. There was one witness, howeyer. who held very different 
opinions-Mr. Marshall, the Inspector General of Imports and 
Exports. He said that them were shops in the principal streets of 
Dublin for buying and selling guineas, and that the retail price of 
a guinea then was a paper guinell and 2s. 211. He said that at the 
end of December, 1803, the prk'O of a bill in Dublin upon London 
for £100 Brit.ish was £116 lOs" if bought with Il'iJi Bank notes, 
but if purchased with specie the price was only £106 lOs. h'ish.· 
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The Bame thing was observable in all domestic transactions. The 
man with a gold guinea in his pocke~, going to market, had the 
advantage of the same premium over the man with the paper 
guinea, so he could go to a specie shop, and with his gold guinea. 
buy a paper guinea and the premium; then he had a paper guinea 
of the· same value as the· other man and the premium besides .. 
Bank of England notes were exactly equivalent to guineas. From 
all these facts, it appeared that the Irish Bank note wanted 10 to 
12 per cent. of the value of . specie. It was contended that this 
was due to the rising in value of specie, and not to the depreciation 
of notes; but if specie had risen so much in value, or, which was 
the same thing, if commodities had fallen so low as 10 or 12 per 
cent., such a state of things could not have continued for any . 
length of time, because such a. degree of cheapness would have 
attracted specie from Great Britain, where it had not risen. 
Moreover, Bank notes had been issued at par with specie, at its 
current value, whatever it was, and they ought to have risen pari 
passu with it, so as to be exchangeable' with it, and, therefore, 
whatever they wanted of this exchangeable property must be con
sidered as a. falling off from their original value, or a depreciation 
to that extent. And, therefore, he was clearly of opinion that the 
Irish paper currency was depreciated 

24. After shewing that the balance of payments had been 
for a long series of years favourable to Ireland, but that tho 
exchange had never ceased to be greatly depressed, he was asked
.. Do you also mean,. on the whole of your evideuce, to give it 
as your decided opinion that there is and has been a depreciation 
in the paper currency in Ireland, and that the high rates of 
exchange, which have prevailed and still prevail, have arisen from 
the depreciation ( " 

" I do; the high exchange in Dublin which has now continued 
for some years, must, no doubt, have arisen, like all 
other permanently high Exchanges which have 
ever existed, from the depreciated state of the 
Currency with which Bills of Exchange are pur
chased, and the same remedy might, perhaps, be resorted to 
·with success in the present case, which has never failed to be 
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effectual on all former occasions; namely, a removal of the 
depreciation" 

These are the ideas o~ the men of 1696; we shall find. a 
long dreary period el,apse before their truth was again generally 
recognised in this country. The amazing absurdity of supposing 
that the Exchange could have fallen to 118, on account of the 
balance of payments alone, can be easily shewn. We cannot 
suppose that the cost of transmitting the specie from Dublin to 
London could have been more than £2 at most. Consequently, 
as £10S 68. Sd. was the par of exchange, ~f the rate of the 
Exchange fell below £110 68. Sd., it would have been cheaper to 
send the specie itself. Surely, the Irish would' never have been 
so foolish as to pay £l1S in Dublin to purchase a debt in London 
of £100, when they could place the. cash itself on the spot for 
£110 68. Sd. 

25. The directors of the Bank of Ireland had admitted that 
before the Restriction Act they were obliged to regulate their 
issues of paper by the price of guineas and the Exchange with 
London. Whether they had an unusual demand for guineas, and 
the Exchange was adverse, they had been obliged to diminish their 
issues to prevent the continuance of the demand for gnineas. As 
soon, however, as they were released from paying in cash, they no 
longer thought. themselves bound to follow the same rules, and we 
have seen how prodigiously they had' extended their issues. They 
admitted, however, that it was a possible case, that their issues 
might be too great, and a neW' theory was now advanced which we 
shall be called on to discuss at some length in a future chapter, 
but we notice it now because this appears to have been the first· 
occasiou it was 'propounded by mercantile men. Mr. Il'ving being 
asked if, in his opinion, Irish' Bank notes were depreciated, said 
that he did not think so, although guineas were selling at a 
premium-

"Explain your reasons " 
" I am of opinion that a batik managed with prudence, wonld 

only issue notes in proportion to the demand which may be maw' 
for those notes in exchange for good and convertible securities, 
such as mercantile bills of exchange, payable at specific periods 
of undoubted respectability, founded upon real mercantil~ traIlll· 

VOL. II C 
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actions, upon Government securities, such as exchequer bills, in 
the purchase of Spanish dollars, or other bullion; and the 
circumstances of the bank notes of Ireland being demanded for 
such good and convertible securities, I am of opinion, is a proof 
that they are not too large in amount, and that their value is not 
depreciated" 

We shall see afterwards that this theory was adopted by the 
directors of the Bank of England. It is one quite opposed to 
that by which the Irish directors. acknowledged themselves 
obliged to follow whilst they were liable to pay their notes in 
gold. Hence, if it was correct, it inevitably followed that the 
issues of a Bank should be governed on totally different principles 
under a convertible and an inconvertible paper currency 

26. After accnmulating a considerable body of evidence 
upon the subject, and examining witnesses of all sorts of various 
opinions and various professions, the Committee reported that the 
Real Exchange was in favour of Irelaud, and that the difference 
between the Real and Nominal Exchange arose from the depre
ciation of the Irish paper. They pointed out the absurdity 
of supposing that the value of gold had risen, and not that the 
paper was depreciated. They said that the difference between 
the Rate of Exchange could never vary more than the cost of 
transmitting specie from one to the other, and that any excess 
above that could only arise from other causes. They then noticed 
the enormous increase of the paper currency that had taken 
place, since the only check against over-issue was removed, 
namely, convertibility into gold at the will of the holder-the 
great quantity of base and counterfeit coin fabricated and forced 
into circulation-and shewed that, under an unfavourable state 
of the Exchange, the paper currency had always been diminished. 
cc If prudence \lad not dictated such a course, necessity would 
have compelled a diminution of issues, by diminishing the stock 
of specie which could only be replaced at a loss proportionate to 
the existing rise of Exchange, and your Committee observe that, 
in fact as well as in theory, the result of such practice always was 
and must be the redress of the unfavourable Exchange. Since 
the Restriction Act, however, the directors had acted exactly 
upon the opposite principle, when the Exchange was unfavour-
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able, they had greatly increased their issues. Excessive issues 
of paper produce a proportionate rise iu the Rates or the Ex
change, for these are obviously influeuced by the value of the 
medium in which the payments are made aud the qtumlily 
or that medium necessary to efI'l.'Ct a given payment must be 
inc.."eased as the value of the medium diminishes, no matter 
whether the payments be made in a degraded and adulterated 
coin. or in a depreciated paper. If paper by depreciation 
comes to represent a less quantity of money than it professes to 
do, it must make the Exchan.,o-e which it is to pay appear nn
favourable, in the same manner as coin in which it were to be 
paid would have done, if by degradation it should cease to 
contain the same portion or gold which it used to do; and 
the removal or the degradation in the one case, and of the 
depreciation in the other, would haye the same effect in bringing 
the Exchange to par. or whllteyer might be it.<! real state n 

27. After recommending severlll. minor remedies the com
mittee Sliid-" But all the benefits prop~ by this mode or 
remedies would be of little avail, and of very limited duration, 
if it did not promise at the same time to cure the depreciation 
of paper in Ireland, by dimiuishing its over-issue. • • • • _ 
And your Committee do. in express terms, declare their clear 
opinion, that it is incumbent on the Directors of the Bank of 
Ireland, and their indispensable duty, to limit their paper at all 
times of an unfavourable, Exchange, during the continuance 
of the l'C3triction, exactly on the same principle, as' they would 
and must. have done, in case the restriction did not exist, and 
that all the evils of a high and fluctuating Exchange must be 
imputable to them if they fIliI to do so II 

28. They' then noticed the miserable state of the silver 
coin~"e. or rather the b..'\Se metal, and ,notes and IOU's 
substituted in its place, 'which they said was clearly to be traced 
to the unfavourable Exchange. .As long as the Exchange con
tinued in that unfavourable stat~ all the genuine silver coin 
transferred it.3elf to England, and the place of the genuine silyer 
coin was supplied by these small silver notes .in the conntry 
districts, and ill Dublin, where they were not lSSllnble. by au 

02 
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extremely base silver coinage which was privately fabricated in 
great quantities, all of which evils could only be cured by the 
restoration of the Exchanges to their true state, and the issue 
of flo genuine silver coinage 

29. The Committee contented themselves with declaring, 
in the most emphatic terms, that the Bank of Ireland ought to 
regulate its issues by the state of the Exchanges, but it did not 
discuss the new theory propounded, that the Paper Currency 
should be regulated by the mercantile Bills of Exchange offered 
for discount. No one who has paid any attention to the principles 
of the subject, and carefuily considered the facts produced before 
the Committee, can fail to acquiesce in their judgment, and we 
cannot fail to remark that none of the professional witnesses, 
i.e., the 'directors of the Bank of Ireland, 01' the other Bankers 
examined, had attained the smallest glimpse of the principles 
which governed their own business, and by which they should 
have directed their policy.· Its true principles were clearly seen 
and announced solely by the extra-professional witnesses, and laid 
down by the statesmen who formed the Committee. We may 
suppose that fear of giving offence to their customers, and so 
diminishing their business and profits, may have somewhat 
dimmed their perception 

so., As it was evident that as long as the different Currencies 
between the countries continued, there must be an Exchange 
from the wa.nt of a common medium of payment, the Committee 
strongly recommended that the moneys of circulation and account 
should be assimilated, and that Bank of Ireland notes should be 
payable in Bank of England paper, and that the Bank of Ireland 
should establish a fund at their credit in London for that 
purpose, and that all bills should be payable at a fixed date, 
which measures had been found to rednce the Scotch Exchanges 
to par, and maintain' them so ever since the year 1763, through 
all the political and commercial convulsions of the period 

SI. The presentation of this report does not seem to have 
excited any discussion in the House till many years afterwards. 
In 1809 Mr. Parnell moved that the Currencies of England and 
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Ireland should be assimilated in accordance with the recom
mendation of the Committee, which was rejected without a 
division. The Report does not seem to have been printed for 
public circulation till 1826; but it was probably communicated 
to the Bank, and produced some effect upon their policy. A fact 
was stated by Mr. Foster in the House that in the ,months of 
1I1ay, June, and July; 180~, the directors diminished their issues 
from three to two millions and a half, and the Exchange rose 
in August they increased them again, and the Exchange fell. 
The Chancellor of the Exchequer (Addington) declared that it 
was a perversion of terms to infer that the depreciation of paper 
had any relt1 effect on the Exchange. The excessive issue ot 
paper might produce a depreciation, but 'each country had a 
different circulating medium, and the depreciation of either 
could only have a nominal effect on the course of Exchange. 
Mr. Addington wholly overlooked the fact that payments were 
made in Bank of Ireland paper, and the course of Exchallge 
referred to 'that paper. If payments had been ,made in silver 
coin of full weight, then it would have been true' that the 
Exchange would not have been disturbed by the depreciation 
of the paper. But the course of Exchange always relates to the 
medium in which the payment is actually made, and a depre
ciation of that medium necessarily causes an adverse state, in 
whatever state the other parts of the Currency, may be, which 
are not the medium of payment. ,Of this we have seen a con
spicuous instance in 1696, when the restoration of the silver 
coinage immediately rectified the Exchange, although Bank paper 
continued to be depreciated long afterwards. Mr. Fox, with 
premature exultation, said that he was glad to hear that the 
Chancellor of the Exchequer allowed that an excessive issue 
caused a depreciation, and that the House was nev~r again to 
hear the fantastical opinion that the paper was not depreciated, but 
the value of gold raised. Had Mr. Fox been able to look forward 
only six years he would have found that this fantastical opinion 
not only re-appeared, but was maintained with more stu1bornness 
and pertinacity than ever 

32. Such was the occasion of the first declaration by a 
Parliamentary Committee, of the piinciple that the issues of the 
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Bank should be regulated by the Foreign Exchanges; a Com
mittee, comprehending almost all the great names of the different 
parties of all opinions. As it was not then the custom to publish 
the lists of the divisions in committees, we are not able to say 
whether they were unanimous on the subject; but, from the 
exceedingly strong and decisive language of the Report we may 
fairly infer that the opinion of the Committee was equally strong 
and decided, and that if any minority differed from the reso
lutions of the majority, it must have been a very small one 

33. We have not much,to detain us in the few following 
years. In 1804 the scarcity of the silver coinage was so severely 
felt, that the Bank issued 58. dollars to supply the want, of which 
1,419,481 were put into circulation. Iu. 1806 the loan of three 
millions, which was the consideration for the renewal of the 
Charter in 1800, became dne; but the Bank was persuaded to 
renew it at" 3 per cent. per annum until six months after the 
ratification of peace. In 1807 a Committee was appointed to 
inquire into the various branches of the public expenditure, 
and, amongst others, into the payments made into the Bank 
of England. In the second report are some interesting details 
respecting the connection between the Bank and the Govern
ment 

34. At this period political circumstances occurred, which 
led to a great derangement of the British currency, and of which 
we may be allowed to give a short summary_U For ten years 
(before 1805) Prussia had flattered herself that, by keeping aloof, 
she would avoid. the storm, that she would succeed in turning 
the desperate strife.· between France and Austria to her own 
benefit, by enlarging her territory and augmenting her con
sideration in the North of Germany, and, hitherto, success had in 
a surprising manner attended her steps. At once all her prospect 
vanished, and it became apparent, even to her own Ministers. 
that this vacillating policy was ultimately to be as dangerous as 
it had already been discreditable." The state of universal con
tempt into which Prussia had fallen, precisely similar to that 
which she did in the Crimean War from an analogolls course 
of conduct, was at last too strong even for her, and just then the 
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Emperor Alexander arrived at Berlin, and, by his influence, 'a, 
secret treaty was signed on the 3rd November by the two St\1tes, 
to curb the ascendency of France in Europe. Prussia bound 
herself, in the event of Napoleon not agreeing to certain con
ditions to be offered him, to declare war against him on the 
15th December, and the King bound himself by the most solemn 
oaths to adhere to his engagements. After considerable delay, 
the Prussian Minister started for the head quarters of the French 
Emperor on the 28th. Napoleon, who was then manreuvring in 
preparation for the Battle of Austerlitz, but who was perfectly 
aware of the nature of Haugwitz's mission, put off receiving him 
fur a short time, and sent him to Vienna. On the 2nd December, 
Napoleon destroyed the Russian and Austrian armies in the great 
Battle of Austerlitz, befOl.e the eyes of their respective sovereigns, 
and the Prussian Minister immediately rushed off to congratulate 
Napoleon on his successes! and to propose to him a treaty of 
Alliance by which Prussia was to seize all the contineutal do
minions which belonged to her ally the King of England. This 
treaty was signed with Napoleon on the 15th December, the very 
day on which Prussia had agreed to declare war against him. In 
the following March, Prussia, under the compulsion of Napoleon, 
issued a deoree, prohibiting British merchandise from entering 
any port in the Prussian' dominions, thus cutting off a principal 
source of the supply of corn to Great Britain 

35. Swift and sure was the retribution that fell upon Pruss,ia 
for her matchless meanness and perfidy in 1805. Napoleon was 
perfectly informed of the object of Haugwitz's mission to him. 
"You have come," said he, "to present your master's compliments 
on a victory, but fortune has changed the address of the letter; " 
ana; though he was too anxious to forward a measure which 
would consign her to pnblic infamy, and embroil her with Great 
Britain, he did not, nevertheless, for one instant from that time, 
pause in his determination to deiltroy her at the first opportunity. 
"From the moment the treaty was signed, Napoleon did more 
than hate Prussia, he conceived for that power the most profound 
contempt." He proceeded to treat her with the most unmeasured 
anogance, and, after a series of aggravated insults, that per
fidious power was astonished to' ,discover that Napoleon was 
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secretly treating with Great . Britain for the restitution of Han
over to its lawful sovereign. Negotiations for peace had been 
going on for some considerable time between France, England, 
and Russia, which led to nothing. The popular ferment in 
Prussia had heen increasing for a long time from her disgraceful 
position becoming more notorious and galling every day, and the 
Government, with a rashness, violence, and imprudence only to 
be surpassed by its perfidy, sent a haughty summons to Napoleon 
to evacuate Germany. This insane insult reached Paris on the 
1st October, when Napoleon was already far on his way· to Berlin, 
and on the 14th, Prussia met her well deserved doom at the twin 
battles of Jena and Auerstadt. Napoleon visited the tomb of 
Frederick the Great on the anniversary of the day on which, on 
the same spot, the King of Prussia had: bound himself by solemn 
oaths to the Emperor Alexander 

36. Soon after Napoleon arrived at Berlin he issued the 
Berlin decree against British commerce, on the 21st November. 
This decree was soon afterwards met by a retaliatory order in 
Council on the part of Great Britain, and during the course 
of 1807, a series of decrees were issued both by England and 
France, each endeavouring to outdo the other in violence, ferocity, 
absurdity and illegality, the result of which was, however, to ex
clude the British flag from every port of Europe, except Sweden. 
This state of hostility, the avowed object of which was the 
destruction of British commerce, led to a short supply, and an 
apprehended scarcity' of every article of European production 
required as raw materials for our manufactures. The natural 
consequence was a boundless spirit of speculation in these articles; 
and, under the influence of .this speCUlation, the prices of all the 
products of Russia, and the East of Europe, rose to double and 
triple the ordinary figure. At the same period Spain was 
occupied by the French, and similar speCUlations tripled and 
quadrupled the price of Spanish wool. France, too, was sUl'reme 
in Italy; and the produce of that country, chiefly consisting in 
silk, rose in a similar proportion. Nor had our own conduct 
been less ruinous in other respects. The vindictive nature of the 
orders in Council had proved so destructive to the rights of 
neutrals, that a rupture with America was imminent, which 
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produced an equally speculative rise in the prices of American 
products, such as tobacco and cotton 

37. Speculation in these productions was favoured by an 
expected narrowing of the sources of supply; circumstances of an 
opposite J;lature came to excite still further perturbations in the 
usual course of trade. Thp. entry of the French into Spain and 
Portugal hlid paralysed their power over their colonies, and the 
Great South American continent became from this time virtuaUy 
independent. It had been hitherto rigidly closed against British 
commerce. On the 13th November, 1807, Napoleon published a. 
decree in the Moniteur, deposing the House of Braganza from the 
throne of Portugal, and J ,unot took possession of Lisbon, and the 
Royal Family immediately embarked for the Brazils. These 
events opened up the whole of the South American trade to the 
British. and the speculation of the merchants swelled in a pro
portion commensurate to the vastness of the markets that were 
thrown open to them. A complete phrenzy of speculation seized 
upon the nation. It spread from commerce to joint stock com
panies. The infatuation of 1720 was reproduced. Joint stock 
companies of all descriptions, for canals, bridges, insurances, 
breweries, and multitudes of others, started up like mushrooms. 
At the same time, the Bank of England fanned the flame of 
speCUlation to .. an extent far beyond the bonnds of ordinary rash
ne~s. It is stated by Sir Francis Baring, in his evidence before 
the Bullion Committee, that since the restriction he knew of 

. many instances of clerks not worth £100, who had started as 
merchants, and had been allowed to' have discount accounts 
of from £5,000 to £10,000, which demand, he said, was caused 
by the Bank, and not by the regular demands of trade, and 
which could not exist if the restriction were removed. The paper 
discounted by the Bank, which had been £2,946,500 in 1795, 
rose to £15,475,700 in 1.809, and to £20,070,600 in 1810 

38. Along with this extravagant speCUlation, partly caused 
by it, and partly fanning it, a multitude of country bankE. started 
up in all directions, and inundated the country with their notes, 
exactly as had happened before 1793. In the year 1797, they 
had been red~ced to 270; in 1808, they had increased to 600; 
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and in 1810, when the Bullion Committee was appointed, they 
amounted to 721, and the quantity of paper they had put into 
circulation was supposed to amount to £30,000,000. At the 
same time, the Bank of England had increased its issues to 
£21,000,000, a quantity declared by some of the most eminent 
witnesses far to exceed the legitimate wants of the country 

39. Concurrently with these extravagant speculations and 
issues of notes, the price of gold bullion rose rapidly, and the 
Foreign Exchanges fell with equal rapidity, exactly the same 
symptoms as had been manifested in Ireland in 1804. The 
following figures, taken at intervals, are sufficient to shew the 
rapid rise of the price of bullion and the fall in the Foreign 
Exchange:-

Price of Standard Price of Exchange 

Gold Sijver with 
Hamburg 

£ 8. d. 8. d. 8. d. 
Jan. 1805 4 0 0 5 4 35 6 
Oct. 1805 4 0 0 5 5 33 9 
July 1808 •.. no quotation ...•.• 5 S 34 9 
Feb. 1809 ... 4 10 0 . ..... 5 S 31 0 
May 1809 ... 411 0 . ..... 5 5 29 6 
Jan. 1810 ..• no quotation ...... 5 7 28 6 

40. Under these circumstances, Mr. Horner, on the 1st 
February, 1810, moved for several accounts relating to Currency 
and Exchanges. Mr. Baring stated that guineas then brought 
268. or 278. The Bullion Committee were then appointed 

41. Before proceediug to analyse this famous Report and 
the evidence produced before it,.we may observe that what has so 
freqnently happened when two or more persons or occnrrences 
have contributed to any result, if one of these persons or 
occurrences has been much more prominent than the rest, the 
others come, in course of time, to be forgotten, and the whole 
merit or blame is attributed to the one which has attractell most 
public attention. So it has been in this case. 'fhe Bullion 
Report of 1810 has, from various ~ircumstances, attracted so 
much public attention to itself, as to have thro~'VD' completely 
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into the shade the RepOlt on the Irish Currency of 1804; and 
that Report seems to have been so soon forgotten, that the di
rectors of the Bank of England in 1810 had little or no knowledge 
of it. The circumstances, however, of the derangement of the 
Irish Cnrrency, npon which the Committee of 1804 sat, were 
precisely identical with those of the English Currency in 1810, 
which caused the appointment of the English Committee. The 
same sets of opinions were delivered and adhered to stoutly by 
the professional witnesses in both cases, and the Report of the 
Committee in each case was precisely identical; in each case they 
condemned the doctrines and policy of the Bank directors in the 
most emphatic manner. The Report of the Committee of 1810 
is written in a more methodical and scientific form, and is 
superior as a literary performance, but the principles adopted 
and enforced in it 'are absolutely identical with those of the 
Committee of 1804 . 

42. It may be interesting to compare the composition of 
the two Committees, who at different times came to similar con
clusions as to the principles that should govern the Bank in its 
issues during the restriction of casl1 payments. The Committee 
of 1810 consisted of Mr. Horner, Mr. Spencer Perceval, Mr. 
Tierney, Earl Temple, Mr. Brand, Mr. Parnell, Mr. Magens, 
Mr. Johnstone,. Mr. Giddy, Mr. Dickinson, Mr. Thornton, Mr. 
Sheridan, Mr. Baring, Mr. Manning, Mr. Sbarpe, Mr. Grenfell, 
Mr. Foster, Mr. Thompson, Mr. Irving, Mr. Huskisson, Mr. 
Abercrombie. On compM'ing this list 'Yith that of the Committee 
of 1804, it will be seen that there were only two members, 
Mr. Sheridan and Mr. Foster, who were on both Committees 

43. The witnesses examined before both Committees con
sisted of the same varieties. 1. Bank directors. 2. Private 
bankers. 3. ,General merchants. 4. Independent witnesses. On 
reading over the evidence by these respective sets of witnesses, we 
,find that the opinions given by the English Bank directors and 
merchants were precisely similar to those of the Irish Bank 
directors. The directors of both Banks vehemently rupudiated 
the idea that the Bank paper was depreciated; they equ,ally 
maintained that it was, the price of specie that had risen; they 
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both admitted that, while they were liable to pay their notes in 
specie, they were obliged to regulate. their issues by the Foreign 
Exchanges and the price of Bullion; they both admitted that 
since the restriction they had paid no regard to their former rules, 

.and they denied the necessity of so doing. They both denied that 
the issues of their notes had any effect upon the Exchanges, or 
were in any way the cause of the high adverse Exchange, and they 
both denied that a limitation of their issues would have the slightest 
effect in reduciug the Exchauge to par. They both maintained 
that there could be no over-issue of their notes so long as they 
were confined to the discount of paper of undoubted solidity 
founded upon real transactions 

44. Nothing can be more remarkable than the perfect identity 
in sentiment in every point of opinion and policy, between these 
two sets of directors, but we must remark a circumstance that will 
detract considerably from the weight of their opinion, namely, that 
they were all interested witnesses. In the first place, since the 
restriction upon paying in specie, and so being relieved of fulfilling 
their obligations, they had extended their discounts enormously, 
and their profits upon their extended issues had been proportionate, 
the dividends to the proprietors had greatly increased; and 
secondly, they were in the position of semi-defendants; their, 
policy was certainly impugned; the Committee was a species of 
court of enquiry into their conduct, and it certainly was not likely 
that they would admit that the principles they were acting upon 
,could be wrong, when they were so very lncrative to the proprietors 
of the Bank. The Ilame objection of interested testimony equally 
applies to that of the merchants, for they were interested in obtain
ing as large an amount . of accommodation from the Bank as 
possible, and a restriction of its. issues would have curtailed their 
operations, speculative or otherwise; consequently their interests 
.were better served by the doctrines and policy of the. Bank 
directors. Both Commit.tees, however, examined witnesses of an 
independent position, who had no interest one way.or the other, 
and in each case they totally disagreed from the opinions of the 
Bank directors, and condemned their policy. And in both cases 
the Committee, having examined all those witnesses of different 
shades and opposite opinions, presented reports strongly con-
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demning the opinions and practice of the directors'of each bank, 
and called upon them to alter their policy: the report, in the 
Irish case, in langnage of great severity, that in the English case 
equally strong in fact, though milder in expressiori. 

45. As this division of opinion on these financial questions 
seems to be as permanent and' deep-seated as the divisions on 
political questions, it may be of advantage to state shortly ,and 
precisely the points npon which the respective parties 'fere at 
issne. The facts, of course, were easily ascertained and agreed 
npon. They were as follows-

1. That the Mint price of gold bullion, or the legal standard 
of the coin, was £3 17s. IOtd.per oz. 

2. That the market price of gold bullion was then £4 lOs. 
per oz. 

3. That the Foreign Exchanges had fallen to an enormous 
extent; that with Hamburg, 9 per cent.-that with 
Paris, 14 per cent. 

4. That the increase of Bank Notes had been very great 
during the last few years" and was rapidly augmenting 

5. That specie had disappeared from circulation 

46. Upon, this acknowledged state of facts, the opposite 
issues maintained by the two parties, were as follows:-

The one party maintained-
I. (a) That the Bank Notes were depreciated 

(b) That the difference between the Market price and 
the Mint price of gold bullion, was the measure 
of the depreciation 

II. (a) That the extreme limit to which the Foreign Ex
changes could, by the nature of things fall, in 
any case, ,was defined, and easily ascertained, !IDd 
consisted of the expense of freight, insurance, 
and some other minute causes 

(b) That, in the then state of the Exchanges there was 
a very large excess of depression over a~d above 
that limit, which was not attributed to any of 
these causes. ' 

(c) That this residual depre~sion of the Foreign Ex-
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changes, and the rise of the Market price above 
the Mint price, was caused by the excessive issues 
of Bank Notes in circulation 

III. That a diminution in the quantity of Bank Notes 
would increase the value of the domestic curreucy 
-would cause~e Foreign Exchanges to rise to 
par-and the Market price of gold to fall to the 
Mint price 

IV. That the Directors of the Bank of England onght 
to follow the same rules in the extent of their 
issues during the restriction of cash payments, 
as they were obliged to do .efore, viz., by regu
lating them by the Foreign Exchanges. When 
the Exchanges were _ favourable, and bullion 
flowing iIi, they might enlarge them; when 
the Exchanges were adverse they must contract 
them 

47. In opposition to these principles, the other party main
tained-

I. (a) That it was not the Bank notes that were de
preciated, but the plice of specie that had risen 

( b) That there was no difference between the price 
of Bullion, whether paid in Notes or specie 

II. That the depression of the Foreign Exchanges was 
in no way whatever attributable to the de
pl'eciation of the Currency, but was entirely 
caused by the adverse balance of payments to . 
be made by Great Britain, the remittances to 
the army"the continental measures of Napoleon, 
and other political measures 

UI. That no diminution or increase of the issues by the 
Bank would have any effect whatever upon the 
Foreign Exchanges, either in raising or de
pressing them, or on the Market price of Bullion 

IV. That since the restriction, there was no necessity 
. for observing the same rules in issuing their 

Notes by discounts 88 before, i.e., by observing 
the course of the Foreign Exchanges, bnt that 
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the pnblic demand 1I'aS the sole criterion, and 
so long as they adhered to these rules, there 
could be no o~issue 

4S. With ~ to the first point at issue between the two 
~ after the Tel'1 full e~anation of the principles inYOl'fed 
in it, giren in a periODS chapter. we need Bay Tel'1liWe about it 
be~ as, actOrding to what has already been said, it is quite cloor 
that it certainly was a wry fanta...<tic opinion to suppose that gold 
coolJ. ri.o:e in comparison to a - promise to pay guld.·· Then! 1I'll8 

one cirewn...:t3nre, however. different in the m..~ of England and 
Ireland. In the latter country. the Bank notes were openly at a 
disoou.nt; there were hro prices in eTel'1 tnlnsaetion. a money 
price. and a paper price: and there were specie shops where guineas 
nre openly sold sold for Bank notes and ~reral shillings OTero 
In England this ns not the ca...coe. partly because B..'Ull: of England 
notes were leI..'ei\"'ed at their full nominal oone in payment of 
lues,- but chie.fl.y becau..~ it was an indidl\ble offence to sell 
guineas fur more than !i!b. Shortly before the Bullion C~"lIllmittt'6 
Os appointed, a man named De Yon.,oe trnS tried and conricted 
for the crime ofselliog guinea.s for more than ~b. This law only 
applied to heaT)' guineas. Light guineas, below 5 dlrls. 8 grns. 
might be sold, and were usually solJ. for a Bank note and k or 
ia. ConsiJering, therefore, that by law ie was a crime to sell 
guineas of full weight at their Market price. it is clear that the 
Tnlue of guineas ns not an open question-they were forcibly 
dt'preciated by law. and, consequently. this is no argument for the 
equality in Talne between. the paper and the coin. U it had not 
been a criminal offence. there would haw been two priCt'S for 
everything a money price and a paper price 

Mr. Merle os asked-
"What is the diff.uence bet\reeD the Yint price and thl) 

Market price of gold per cent.? •• 
.. About fifteen or sixteen .. 
"When ron buy gulJ yon pay for it in Bank p-"per ? .. 
-Yes" 
.,. The payment being made in Bank paper, the price is £t IOL 

per ounce ?" 
.. WhaL I ha,"e sulJ for the home tmde I had only £, &. for" 
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.. If you' were to pay in guineas, should you get. the gold at a 
cheaper rate?" 

" I could not pay in guineas, I cannot get them" 
" Supposing you had guineas to give, could not you buy that 

gold at a cheaper rate than .£4 lOs. an ounce? " 
" No, I should not offer a less price, certainly; jf I were to buy 

any quantity of gold and pay for it in guineas, I should offer the 
same price as in Bank paper" 

"When you speak of the Mint Price being .£317s. 10td. an 
ounce, do you calculate that in gold coin or in Bank paper? " 

•• We make no difference; and. I do not believe there hIlS been 
any difference in paying in specie or Bank paper" 

"Is not the reason why an ounce of gold is worth.£3 17s. lo.§d. 
that as many guineas as weigh an ounce amount to that sum?" 

" Yes, if a gentleman came and brought me gold, I should pay 
him exactly the same, whether I paid him in gold coin or in Bank 
notes" 

" The Mint Price of gold is the price calculated in gold coin?" 
"Yes" 
And the Market Price of gold is at present calcll.Iat~d by 

paper? " 
"Yes, it is all paid in paper" 
Thus we see that nobody bought gold Bullion at the Market 

Price in gold coin, but only in Bank paper 

49. Among the other witnesses who held the opinion that 
the Bank paper WIIB undepreciated, we may cite that of Mr. 
Chambers, an eminent merchant, which condenses the whole 
subject into a single point-

"Have you ever had occasion to consider the effects of an 
excessive or forced Paper CUl'!ency in any country, upon its 
Foreign Exchanges with other countrie3 ?" 

" In a small degl'ee, I have" 
"What do you conceive the effect of such excess to be upon 

the Foreign Exchanges ? " 
" I apprehend the effect on the Exchange would follow the 

depreciation of a forced Currency" 
"What do you say to an excessive CW'l'tlncy. though not 

- forced?" 
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II J do not conceive the thing possible .. 
.. What do you mean by a forced Paper Currency? ' .. 
rC A paper that I am obliged to take against my will, for more 

than its valuc; it is not forced so long as people take it willingly, 
which they will naturally do whilst undepreciated" 

" May not the quantity of Metallic Currency be increased in 
proportion to payments which it has to effect, by an increased 

, issue from the mines; and will not that have the effect of raising 
the money prices of all commodities ?" 

" I conceive an increase or abundance of silver or gold would 
have the same effect upon those precious metals, as a glut of any 
other commodity upon the market" 

" And, in the same matter, may not that Paper Currency which 
continues to preserve its credit unimpeached, and which com
mercial people are perfectly willing to receive, be so augmented 
in quantity as to raise the local pl'ices of commodities?" 

" I do not conceive that that piece of paper, for which I am 
obliged to give a valuable article of merchandise, can be increased 
beyond the want of it; nobody will give a valuable article for a ' 
piece of paper that, does not want it" 

"Have you ever happened to pay any attention to the history 
of the Paper Cnrrency of Scotland between 30 and 40 years ago, 
or to that of Ireland about the year 1804,?" . 

"Some years ago I remember reading something about them, 
bnt the recollection is rather faint upon my mind " 

" Do yon call that paper, in your sense of the word forced, a 
forced Paper Cnrrency, which either by law as it stands, or by the 
force of public opinion, is not convertible into specie at the option 
of the holder? " 

"If it be convertible into objects of my gratification withont 
depreciation I do not consider it forced" 

" At the Mint price of standard gold in this country how much 
gold does a Bank of England note for £1 represent?" 

"Five dwts. three grains" 
At the present Market price of standard gold, of £4 128. per 

onnce, how much gold do you get for a Bank of England note 
for £1 ?" 

" Four dwts. eight grains" 
" Do you consider that a Bank of England note for £1, nnder 

VOL. II. 1) 
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these present circumstances, is exchangeable in gold for what it 
represents in that metal? " 

. "I do not conceive gold to be a fairer standara for isank 
of England notes than indigo or broadcloth" 

(Qu6stion repeated) 
"If it represents twenty shillings of that metal at the coinage 

price, it is not" 

"Will you state to the Committee, in your opinion, to what 
cause is referable the present unfavourable state of Exchange 
between England and the continent? " 

.. To the balance of payments being against this country" 
"Can yon give cases to illustrate the fact that yon have 

assigned of the balance of payments being against this country ( " 
.. Large British armies upon the continent; slow returns for 

exports; quick payments for imports; and very large stocks of 
imported goods now on hand in the country" 

" Is there any other cause to which you attribute the present 
state of Exchange ( " \ 

"I know of none other that can affect it, excepting that of a 
forced depreciated paper" . 

"Is it your opinion that the Currency of Engla~d is de. 
preciated ? " 

.. Certainly not" 

50. Upon this, Mr. Huskisson remarks-" In these answers 
this leading doctrine is manfully and ingeniously asserted, and 
maintained; and all who stand up for the undepreciated value 
of Bank paper, hoVlever disguised their language, must ultimately 
come to the same issue." It was, in fact, as the same writer just 

I 
before states, that these parsons had persuaded themselves, and 
endeavoured to persuade others, that Bank paper is the real and 
fixed measure of all commodities, and that gold is only one ot the 
articles, of which in common with others, 'the value is to be 
ascertained by a reference to this invariable . standard and nni. 
ver~al eqnivalent, Bank paper 

61. It is certainly amazing to think how persons of ordinary 
intelligence could seriously make such answers as Mr. Chambers 
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did, and that these views pervaded the whole of the mercantile 
evidence adduced,' the reply to which is so obvious. A Bank 
Note was a promise to pay a certain specified weight of gold of 
standard fineness, and it did not profess to represent any amount 
of indigo or broadcloth whatever. A.£l Bank Note professed to 
represent 5 dwts. 3 grns. of standard gold and nothing else, and 
if it was only really equivalent to 4 dwts. 8 grns., those who 
maintain that it was not depreciated must also assert that 
4 dwts. 8 grns is the same thing as 5 dwts. 3 grns. There is no 
escape from this, conclusion. Those who maintained that a .£1 
Bank Note, which was a promise to pay 5 dwts. 3 grns. of gold 
was still a "pound" when it was only worth 4 dwts. 8 grns., 
ought also to have maintained that if the fifth part were to leak 
out of a pint bottle of wine, it ~as still a "pint of wine" because 
it was contained in a pint bottle. In each case the " promise to 
pay t' and the" pint bottle" were only the outward sign of what 
the contents ought to be; in either case, it was the quantity 
of the Bubstance, either of gold or wine. they actually did coutain, 
that was their true value 

52. Those who maintained that the Bank Note was not 
depreciated should also have maintained ,that the worn, the 
clipped, and degraded' coin of William III. was not depreciated, 
when 68. 3d. and 78. only contained as much silver as 58.2d. 
ought to have done by law; so that 58. 2d. was only equal in 
reality to 48. ~d. of the legal standard Currency 

It must be admitted, howe'l'er, that there was one 
argument to show that there was no difference in transactious 
between specie and paper, for specie had totally disappeared from 
circulation; it had no existence. The :gank paper and tokens 
were the sole circulating medium of t~e country. When people 
found that they could get no more for their good golden guineas 
than for the depreciated Bank paper, they hoarded them; they 
either retained them locked up, or melted them down for ex
portation, the temptation to perjury being exactly 128. per ClunCd. 
The explanation of these phenomena is very simple. When Bank 
Notes were declared inconvertible, they took rank as a .new 
liubstantive Currency (being merely representative before), exactly 

D 2 
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like silver. Now, the relative value of gold and silver purely 
depended upon their relative quautities, aud when their relative 
values were fixed by law, if the legal value did not correspond to 
the market value, we have seen over and over again that the 
metal which was undervalued was driven out of circulation. 
So, also, when heavy and light coins circulated together, the 
heavy coins were driven out of circulation because the heavy 
coins were nndervalued, and nobody would give 6 onnces of 
silver for what they might buy with 5 ounces. It was exactly 
the same with Bank Notes. They could only preserve their 
relative value with gold by preserving certain relative proportions 
in their quantity; as soon as this quantity was exceeded their 
relative value fell, and as their relative value to guineas was fixed 
by law, a change in their market value was. followed by exactly 
the same consequences as a difference between the market and 
legal value of gold and silver. The guineas which were under
valued were driven out of circulation, 88 always has been done 
nnder similar circumstances, and as always will be done to the 
end of time. Nobody ,;ould give 5 dwts. 3 grns. of gold for 
what they could get fel 4 dwts. 8 grns. Thus this iniquitous 
and ignorant law to force down the value of guineas, brought its 
own pnnishment with it: it destroyed their existence as a cir
culating medium; but then it became literally true that there 
was no difference between specie and paper; the power of making 
an invidious distinction between notes and gold was effectually 
cured,-Bolitudinem jaciunt, pacem appellant; when the in
habitants were massacred, the Rnssians proclaimed-rordre regn' 
a VarBovie" 

64. With respect to the second issue joined between these 
parties, the principal places with which London had established 
Exchanges were Amsterdam, Hamburg, and Paris, in all of which 
the Currency was metallic. The Committee examined witnesses, 
who proved that the whole expenses of freight, insurance, war 
lisk, and every other charge, varied from about 4 to 151 per cent., 
but beyond these there was a depression of 12 to 14 per cent., 
totally nnacconntable for by any of these causes. If it were true 
that this difference arose from a demand for gold on the con
tinent, it is quite evident tbat gold should equally have risen ill 
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the rontiDt-ntal markets; bu~ those u-ho allt.~ this cause shoolJ 
haT'e beeu prepared with a proof of ~i~ AQlIertioos, lrhich, 
hont"e!', they ft'1'e &ot&!ly unable to pt\"ldllce.. On the routlary, 
i~ nil proTed that there 1r&S no alteration in the l[in~ price 
of golJ. in foreign plac.-es. and that the lIartet price bad ex
perienced no ri..--e at all in proportiun to the rise in England 

65. lThile the Engfub. merchants so strenuously maintaiDed 
that the Rate of Exchange 1I"U entirely due to the balaDoe of 
payments being a.,....mst EnglaDd. and. that the &uk paper 1I"aS 

not d<.>preciated, i~ may be as lI"ell to compare the opinions of a 
f.:ll"cigu IDe'rehaut. Tho looteJ. u the same ~nIU:Stances from. a 
di!rerent poin~ of nell", After stating the difficulty of 8SCl'1'

taining the exact par of E:xchan.,"'8 bet1reen Lond~lIl aDd. Hamburg. 
from the fact of one Cu.trent7 being silrer and the otht-r gold. 
be eousiJered that the Rate of Exchan.".oe might be CODSiderN .. 
15 per cent. ~~ EnglanJ. 

.. H&j5 not .. large quantity of circulating ~ .. J'Oftrl'1Il 
&en.ieIK'Y to steady the rourse of Exchan.,"'8'" 

.. Yes, rert&inly,1I"ben ita importatiull anJ. upor~n is 1l(Ji 

prohibited, anJ. as fomrlng the only basis that; regulated the par 
ofExchan~· 

.. Is n~ then, any CXlUnUy ThoBe chief circulation is ia 
pape-x, likely to experience grea~ 11uctuations in the CIOImII of 
Rxcbant!e lI"ith other nations?" 

.. wben that paper is not conTe1't1"'ble into cash, it only repre-
8e'nt&, in my opimon. an ideal and not .. real nIne, subjec& to 
pnb1ic opinion, and, ronseqnenUy, liable to the 1el'1 £real 
tmctuations lI"hlch rublic opinioDS are snbjen to" 

.. Is there Dot an agio (or premium) at Hamburg. for bance 
above the cmTeIl~ money?· 

• Sot according t.o my iJ.e&!I; but, on the contrary; il is tM 
t1iF~ nG"mIl mu tMI lwrr mI infm. raJ.- to the Bulk 
~y, and lI"hich nry daily, e'Vel'! 'thing there being nl1Ied 
IIIXmding to Bank money. or .. certain 1Feight of fiDe silrer" 

.. What is the eiteDt to lI"hich you C"llllcei l"e that the RxcbaD.,oe 
is eap&hle of falling in any ronntry in Europe u the preseut 
tim&. supposing it to be rom}Mlted in roin of .. definite nI-. • 
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in something convertible into a definite quantity of gold or silver 
bullion ?" 

"The charge of transporting it, together with an adequate 
profit in proportion to' the risk the transmitting such specie is 
liable to, would be the extent of the fluctuation " 

The witness stated that the whole of these causes put together 
might amount to 5i or 6 per cent. 

II Do you then conceive that such a fall of our Exchange as 
has exceeded the sum necessary to compensate for the expense 
of transporting gold or silver, in the last 15 months, must be 
referred to the circumstance of the existence of a Paper Currency 
not convertible into specie? " ' 

"Yes, certainly" , 
II Do you concei ve, then, that out of the 15 or 20 per cent. 

which the English Exchange has fallen in the last 15 months, the 
large portion of from 10 to 12, or 13 per cent. may be referable, 
to the circumstance of our Paper Currency not being convertible 
to cash?" 

"I am clearly of tliat opinion" 
"Do you then consider our paper as depreciated 10 to 18 per 

cent. in consequence of its non-convertibility into cash? " 
"As I value, everything by bullion, I conceive the Paper 

Currency of this country to be depreciated to the full extent' 
of the 15 or 20 per cent., or rather the difference in this country 
between the price of bullion and the rate by which the coin is 
issued from the Mint" . 

.. Do you conceive the balance of trade with the continent 
of Europe to be now for or against this country?" 

"I conceive it to be considerably in favour of this country, 
though not to the extent. as generally stated in figures; those 
figures representing, in my mind, only about 80 per cent. of their 
nominal value" 

. 56. With respect to the third issue between the parties, 
nothing can be clearer than that a diminution in the quantity 
of paper in circulation must have enhanced its value relatively 
to all other commodities,' including gold;' and as the Market 
price of gold was determined solely with reference to the price 
paid for it in Bank paper, and not in guineas, it ,is evident that 
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a reductiou.of ihe quantity of paper must have reduced the price 
of gold when expressed in paper, and brought the real value 
of the note nearer to its n9minal value; and by thus raising the 
value of the whole Currency, it must necessarily have raised the 
Foreign Exchanges to par, if the diminution .was carried to a 
sufficient extent, and so would have brought gold back again into 
circulation 

57. The fourth iljsue between these parties contains a 
perfectly new tbeory of the Paper Currency, which had· pre
viously been anllounced by the directors of the Bank of Ireland. 
As this may be considered as 'one of the most famous theories. 
of Currency, we think it will be advantageous to defer the 

. discussion of it till the chapter in which we snall consider several 
theories of the subject together. It is sufficient to say here that 
the Bullion Report especially condemns it 

58. The above may be considered as the chief points 
agitated . before the Committee, which are material to our sub
ject. We may now give a short abstract of the arguments and 
recommendations of the Report. It begins by stating the existing 
difference between the Market and the Mint price of gold. The 
former being about £4 lOs., being 15i per cent. above the latter. 
The same difference prevailed in the price of silver. The Foreign 
Exchanges had also begun to be extremely unfavourable to 
England in 1808, and had become more so during 1809: a.t that 
time the Exchange with Hamburg was 9 per cent. below par; 
with Amsterdam 7 per cent. below par; and with Paris 14 per 
cent. below par. So extraordinary a rise in the Market price 
of gold above the Mint price, coupled with the: extraordinary 
depression of the .Foreign Exchanges, had early convinced the 
Committee that the cause of them was to be found in the state 
of our domestic Currency. But upon both those points they had 
been anxious to collect the opinions of merchants 

59. Most of the witnesses attributed the high price of gold 
entirely to an alleged scarcity, arising from the unusual con
tinental demand for it, but it. was proved. that at Hamburg 
during the preceding year when the price rose so high in this 
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country, the fluctuations had never exceeded 3 or 4: 1,el' cent. 
At Hamburg the price of gold was expressed in silver like any 
other commodity, and the Committee considered the changtl in 
the Market and Mint price of gold at Hamburg and Amsterdam 
in the last few years, to shew that a change had taken place in 
the relative value of the two metals all over the world. Silver 
having fallen in its relative value to gold all ove~ the world, gold 
has appeared to rise in price in'those markets where silver is the 
legal measure, -and silver to fall in those markets where gold is 
the legal measure 

60. With respect to the demand on the continent .causing 
the rise in the Market price, the same effect ought to have been 
observed in -former wars if that had been. the case. But it had 
not been so during the seven years' war, and in the American 
war there had been no want of bullion in the country. The two 
most reJIlarkable times when the Market price had exceeded the 
Mint price, were in King William's reign, when the silver coin 
was very much below the standard, and in the beginning of 
George IlL's reign, when the gold coin was in a very degraded 
state. In both cases the reformation of the coinage had 
effectually lowered the Market to the Mint price, and since 1773, 
when the gold coinage was reformed, till 1797 ~ the Market price 
had never materially risen above the Mint price; even in 1796 
and 1797, when there was such a scarcity of gold, on account 
of the demand of country bankers to meet the run upon them. 
The Committee, moreover, totally disbelieved the fact of the 

. alleged sc'arcity of gold, and witnesses had proved that there 
was no difficulty at all in getting any qnantity of it, py those who 
chose to pay the price of it, and that the changes which had 
lately' taken place in commercial matters, had caused immense 
quantities both of gold and silver to be imported into this 
country. There was, therefore, not only no evidence of the 
alleged scarcity, but, on the contrary, the evidence proved the 
opposite fact 

61. But even, had there been a scarcity, the idea that the 
Market price could rise above the Mint price, arose from a mis
conception. That gold was in this country the measure of all 
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exchangeable value both by custom and law. 1.'hat commodities 
were said to be dear or cheap, according as they exchanged for 
more or less gold; but that a given quantity of gold could never 
exchange for a greater or less quantity of gold of the same 
.~tandard fineness, except by a very small quantity, which was 
the measure of the convenience of having it in coin rather than 
in bullion, or the reverse. An ounce of standard gold, then, 
could never fetch more in the market than.£3 17s. IOid., unless 
.£3 17s. IOid. in our Ourrency contained less than an ounCB 
of gold. That if gold became exceedingly scarce it would become 
more valuable,' compared to other commodities, whose prices 
would consequently fall, while the money price of gold mllBt 
necessarily remain unr..ltered, but that was not the case at present, 
the prices of all commodities had r2"sen, and the price of gold 
had also risen, which facts could only be accounted for by the 
state of the Currency 

62. The Report, then, explains the circum,stances which 
might cause a difference between the Market and the Mint price 
of gold, the deterioration of the coinage, the delay in having 
bullion coinEid, the obstruction to exportation,-these two latter 
causes amounted to about 5i per cent. None of these causes 
existed at Hamburg with respect to silver., The Currency was a 
regular fixed weight of silver, of standard fineness, and no 
obstruction was offered to ,the utmost freedom of exportation. 
And in England, the variation had never exceeded 5i per cent., 
while the Bank paid in gold, and the coin was of full weight 

63. Since the suspension of cash payments, however, gold, 
in a manner, had ceased to be the measure of value, nor was there 
any other standard of prices than that circulating medium, issued 
partly by: the Bank of England, and secondly, by the country 
banks, tb,e variations in value of which were only proportionate 
to their quantity. That it was highly desirable that the value 
of this circulating medium should be l)rought to a conformity 
with its real and lega.l standard, gold bullion 

64. If th~ gold coin of the country were to become much 
lessenr.d in weight, or debased in the standard, the Market price 
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would evidently rise in like proportion above the Mint price; 
for the Mint price is the sum in coin, which is equivalent in 
valne to a given quantity, sayan ounce, of the metal in bullion. 
and if the intrinsic value of that sum in coin be lessened, it is 
equivalent to a less quantity of bullion than before. The same 
effects would follow, if a Paper Currency, no longer convertible 
into gold, were issued in excess. For that excess, not being 
exportable to other countries, or convertible into specie, remains 
in the channel of circnlation, and is gradually ahllorbed by the 
increasiJ)g prices of all commodities, which will rise exactly in 
the same manner as they rose when the great increase of the 
precious metals took place. Consequently the prices of all 
commodities, bullion inclnded, must rise, and, if this fall in the 
value of the Currency of one country takes place without a 
corresponding fall in the valne of neighbouring countries, their 
Cnrrencies will no longer retain the same relative value; and, 
consequently, the Exchanges will fall to the disadvantage of 
that particular conn try. Such must be the effects in any 
country of an excessive quantity of Currency which is not 
exportable, and which is not convertible into coin which is 
exportable 

65. The difference of Exchange between any two places, 
arising from the state of trade, and payments between them, 
could never permanently exceed the expense of conveying and 
insuring the precious metaIa from one to the other: The position 
was 80 plainly true, and a.,ureed upon by all practical authorities, 
both commercial and political, as to be perfectly indisputable. 
That in. time of war the risk would, of courae, be increased; but, 
taking into consideration all these circumstances, the entire 
expenses of sending bullion to Holland did not. exceed 7 per cent., 
and to Paris a little more; these causes might, therefore depress 
the Exchange to that extent, but no lower. But the depression 
had lately amounted to nearly 20 per cent.; consequently, after 
exhausting all these canses of depression, there remained a large 
residual 'depression to be accounted for; and that residual 
depression could only be accounted tor and was 
owing to the depreciated state of the domestic 
Currency 
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66. The greal general result, then, of an these foregoing 
principles and facts was. thal in the thu artificial state of the 
Cumoo1, il was a point of the greatest importance to watch the 
}'oreign Exchan.,oes and the Market price of gold bullion, and &he 
Committee were anxious to know if the Directors of the Bank 
of England regarded the matter in the same light, and whether 
the great disturbance in the price of gold and the Foreign 
Exchan~ during t~e 1881 year, had made them suspecl thal 
the Currency 1fal! excessive. The directors, howeTer, totally :re
pndiated those notions and ideas i they maintained that their 
issues and the Foreign Exchanges and price of gold had no 
connection whateTer with each other, and thllt, in making their 
issnes. they BeTel' paid th~ slightest regard to either ,one or the 
other, and that no modification of their Pape! Currency would 
influence either the price of gold or the Foreign Exchang1lS 

6'7. The report then proceeds to disproTe the opinions of 
the Bank by historical references. They quoted the eases of the 
derangement of the Scotch currency in 1163, of the Irish currency 
in ISM, both of which are fnlly detailed in this work; they then. 
quoted the case of &he Bank of England in 1696-97, which has 
been daooribed with much minuteness in the preceding chapter, 
where the extract from this Report has almldy been quoted and 
commented upon. But, though we have been obliged to poinl 
out the grieTous chronological errors witll which it abounds, it is 
remarkable that the correction of these errors does nol in any 
way weaken Or oontrl\dicl the arguments of the Bullion Report; 
on the oontnur, the true state of the ease materially st:ren..crthens 
and adds force to all the principles of the Report 

68. In former times, a high price of bullion, and an adverse 
state of the &ch1lllc"'lS, had oompelled the Directors of the Bank 
to reduce their issnes, to counterad the drain of guineas, and 
preserve their own safety. They, perhaps, did not undeIStand 
&he principles or the case better than the Directors of the then 
time, but they felt the practical iuoonTenience, and were o~rred 
instinctiTell to obey its impulse, which ciroumstance imposed a 
practical limit upon their issues.. But. since the teStriction, they 
did no' W the inconvenience. and that check had been nmoTed; 
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nevertheless; it was the clear and decided opinion of the com
mittee, that the Bank ought to . continue to regulate their issues 
by the Market price of bullion and the Foreign Exchanges, in the 
same manner as they had been obliged to do before the suspen
sion, and that the high price of gold bullion, and t4e depression 
of the Foreign Exchanges beyond the limits before described, were 
to be ascribed to the neglect of the due limitation of the Paper 
Currency . 

69. Since the checks above described had been removed, the 
Committee were anxious to know upon what principles the 
Directors had regulated their issues. The Directors and some 
of the merchants shewed a great anxiety to state a doctrine, 
of whose truth they were thoroughly convinced, that there could 
be no possible excess in the issue of Bank of England paper, so 
long as the advances in which it is issued consist of the discount 
of mercantile bills of undoubted solidity, arising out of real com
mercial transactions, and payable at short and fixed periods. 
These were the principles which then governed the Bank, and 
what they said indicated the only true'limit that need be imposed 
on their issues. Nevertheless, the Report says such a doctrine is 
wholly erroneous in principle, and pregnant with dangerous con
sequences. The Report then proceeds to shew the fallacy of this 
theory of Paper Currency, which, as we have already observed, 
we shall reserve for future consideration, along with several other 
theories upon the subject 

70. The limitation of the rate of interest by law to 5 per 
cent. produced injurious effects, by fanning a spirit of _specu
lation, and making more extensive demands for discounts. 
Consequently, the Directors themselves had been obliged fre
quently to limit their advances, and did not act up to their own 
principles, which they considered sound and safe, and, conse
quently, they had no distinct or certain rule to guide them 

71. The suspension of cash payments had thrown into the 
hands of the Directors of the Bank the important charge of 
supplying the circnlating medium of the country at their sole 
discretion. . That the most complete knowledge of the state 
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of trade, combined with the most profound science in all the 
principles of Money and Currency, could not enable any set 
of men always to adjust the circulating medium properly to the 
trade of the country. That the precious metals were the orily 
natural adjusters bf these things, which could not be replaced by 
'any human wisdom or skill. That the Directors of the Bank 
had exercised the new and extraordinary discretionary powers. 
entrusted to them, with great integrity and regard to the public 
interests, according to their conception of it, and with more 
forbearance than .might have been expected; but, unfortunately, 
the principles upon which they acted, were fundamentally erro
neous, and they had been in a great measure the cause of the 
continuance of the great disturbance in the monetary system 

72. The Report then gave some statistics regarding the 
quantity of notes in circulation at different periods since the 
restriction. However, they said that the actual numerical 
amount of notes in circulation at any given tin;e was no cri
terion whatever, as to whether it was excessive or not. Different 
states of trade, and different extents of commercial operations, 
would require different amounts of notes. When public credit 
was good, a smaller amount would be required than when public 
alarm was felt, .and people had recourse to hoarding. -Moreover, 
the different methods of doing business, and economising the use 
of the Currency, much influenced the amount which might be 
proper and necessary at any period. The improved methods 
of business, the policy of the Bank, . the increased issues ot 
country bankers, had all f:.:!lnded to diminish the quantity of 
Bank Notes necessary for commerce. Consequently, the nu
merical amount alone was no criterion whatever; a surer test 
must be applied, and that sure criterion was only to be found in 
the state of the Exchanges, and the price of Gold Bullion 

73. The experience of the crisis of 1793 had proved that 
an enlarged accommodation was the true remedy for the failure 
of confidence in country districts, such a!l the system of Paper, 
Oredit was occasionally exposed to. That it was true that the 
Bank had refused the enlargEld accommodation in 1793. But the 
issue of Exchequer Bills waS exactly the same in principle, and 
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the good effects that followed that issue proved the truth of the 
principle, that if the Bank had had the courage to extend itll 
accommodation in 1797, instead of contracting it as they did, tho 
catastrophe which followed might probably have been avoided. 
Some persons thought so at that time, and many of the Directors, 
since the experience of 1797, were now quite satisfied that the 
course adopted by the Bank in that year increased the public 
distress, in which opinion the Committee fully concurred 

74. A very important distinction, however, was to be ob
served between a demand for gold for domestic purposes, 
sometimes great and sudden, and caused by a temporary failure 
of confidence, and a drain ·arising from the unfavourable state 
of the Foreign Exchanges, that a judicious til crease of accommo
dation was the proper remedy for the former pltenomenon, but a 
diminution of it~ issues the correct course to adopt in the tatter 

75. That the present.issues were excessive, but that it was 
essential to the commercial interests of the country~ and to the 
general fulfilment of mercantile engagements contracted during 
the too free issue of paper, that the reduction should be made 
gradually and with great caution and discretion. They then give 
some details of the great increase of country Bank Notes, and the 
facilities of abuse and excessive issues afforded by the then state 
of the Law respectin~ them 

76. Upon all those facts and reasonings, then, the general 
conclusions arrived at were: That at that time there was an 
excessive Paper Currency, of which the most unequivocal symptom 
was the very high price of gold bullion, and next to that the very 
depressed state of the Foreign Exchanges. That the excess was 
to be attributed to the removal of all control on the issues of the 
Bank of England by the suspension of cash payments. It was 
greatly to be regretted, therefore, that this Act, which at best was 
oniy intended to be temporary, has been continued as a permanent 
war measure. The enormous evils and injury to all classes of the 
community by the great derangement of the measure of value, 
IVere too notorious to be necessary to describe, and there was every 
pr06pect of their continning and increasing: that the integrity 
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and honour cif Parliament imperatively required that an elld should 
be put to this state of things at the earliest practicable moment 

77. That the continuance of this state of matters held out 
a temptation to Parliament, to have recourse to a depreciation of 
the gold coin, by an alteration of the standard, which had bee11 
done by many Governments under similar circumstances, and 
which might be the easiest remedy to the evil. But it would be 
a great breach of public faith and of the primary duty of Govern
ment, to prefer the reduction of the coin down to the paper, rather 
than the restoration of the paper to the legal standard of the coin 

78. Some proposals had been made of remedying the evil, 
by a compulsory limitation of the amount of the Bank's advances 
Qf discounts, or of its profits or dividends. All these, however, 
were futile, because the necessary proportions nev,er could be fixed, 
and even if it were so, might very much aggravate the incon
venienc.es of a temporary pressure, and even if their efficacy could 
be made to appear, they would be most hUrtful and improper 
interferences with the rights of commercial property 

79. The only true and proper remedy for all these evils was 
therefore, a resumption of cash payments. That, 
however, was an operation of the greatest delicacy, and it must 
be left entirely to the discretion and prudence of the Bank to' 
carry it into effect. Parliament should merely fix the time, and 
leave it to them to carry out the details. Under all the circum
stances, a period of two years seemed· to be not longer than 
necessary, and at the same time ,sufficient to enable them to 
prepare for it. The Committee finally concluded by recom
mending an Act to be passed to compel the resumption of cash 
payments in two years from that time 

80. Such, we trust, is a fair analysis of this famous Report, 
which has acquired a celebrity probably exceeding any report 
that has ever been presented to Parliament. It contains the 
eternal and immutable principles 'which must regulate every 
Paper Currency which makes any attempt to conform to the 
value of the gold it represents, and if any legislation on Paper 
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CurrencY be considered necessary, it must endeavour to enforce 
the practical application of the principles of this Report, aud 
just in BO far as it deviates from or contravenes them, so it 
will be found to thwart and contravene the eternal principles of 
Economics. All legislation, then, ou the Currency should have as 
its object merely to provide the best. machinery for ensuring the 
practical application of these principles. The general principles 
L'lid down in this Report are as complete a matter of demonstra
tion as any in Euclid; the method of treating the subject is as 
Bcientific as any of the great discoveries in natural philosopby, 
which have excited the admiration of the world, nor could it 
fail to carry conviction to anyone of ordinary intelligence who 
was capable of understanding the force of the argnments. No 
BOor-er, however, '\\"as it published, thau it was assailed by a whole 
multitude of pamphleteers, whose obscure memory it is not worth 
while to revive now. The interests affected by the Report were 
too deep and extensive for it not to be attacked by every species 
of ridicule and acrimonious controversy. We must now advert to 
its reception and treatment in the House of Commons 

81. The Report was presented by Mr. Horner on th~ 
9th Jnne, 1810, but was not formally taken into cOnsideration 
till the 6th May, 1811. It was the joint composition of Mr. 
Homer, Mr. HuskisBOn, and Mr. Henry Thornton. The debate 
was opened by Mr. Horner, who addressed the house for upwards 
of three hours in a speech which obtained the admiration of all 
who heard it. It is unnecessary to go over that speech here, 
because its line of argument has already been anticipated. He 
ended by moving a series of sixteeu resolutions. The first seven 
related to the legal standard of value in this country, with 
reference to which all contracts were made in this country. 
8. That the promissory notes of the Bank were stipulations to 
pay on demand the number of pounds sterling specified upon 
thcm. 9. That when Parliament passed the Restriction Act it 
hat! no intention that the value of these notes should be altered. 
10. That, nevertheless, they. had for a considerable time been 
below their legal value, (11) which was caused by the excessive 
issues of them, both by the Bank of England and the country 
banks. 12, IS. That the extraordinary depression of the Foreign 
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Exch&llo~ 'hS in grt'at pan o\\ing to the d~preciation or the 
Currency of this counlry, reMively to that of other countries. 
U. That during the suspension. the Directors of the Bank ought 
&0 rE'gulate their issues by the price of bullion and the Foreign 
Exl'l;anges. 15. That the only method of l~ning the Paper 
Currency at its proper TaJue ns to make it payable on deml\lld 
in the ~gal emn of the realm. 16. That Cl&Sh payments ought to 
be resumed at the period of t1fO years from that time 

82. Mr. Rose replied to Mr~ Horner-a He said that he 
rouM shew that there 11'88 no depreciation of Bank Paper from 
UceWV6 iSllUI\ and that the Report ,,-as more full of errors and 
misstatements than any that ha.! e'\'"er been made to ParlilUDent.. 
lIe) 11'88 eonTinced that the issue or Bank Notes could have no 
e1fd on the price or gold, or on the Foreign Exchanges. He 
denied that the increased price of conlmodities was in any way 
to be attributed to the incre&..<\1& of Bank Paper. The Report 
of the Cummittee 1I1lS directly in opposition to the opinions of 
all the witnesses enmined, except two. A.ll cc exrot~rience .. was 
a~nst the" reasonings .. or the RellOlt. He produced a table 
shewing the num~r of Bank Notes in clrcuMion at different 
periods, and the MarKet price of bullion and the Exchan.,.-.e with 
HI\mbu~. to shew that there ,,-as no connection .... hatever 
be~,,"OOD ~ them. Ho\W\"er the CummiUt>e had themselt'e8 mos' 
poiutedly remarked that the numerical amouut of Notes alone 
11'88 no test of th~ir d~pl'\.'Ciation. The enormous payments which 
England made to the -NDtinent during the b\St two years "-ere 
quite sufficient to act:ount for the flU! in the Exchnnge. That 
&he rise in the prices of all commodities on the continent hnd 
been equally great in countries ,,-here Ul~re ,,-as no Paper 
Currency as here. He went into arguments at great ltm~th to 
clisl\l"Ove the idea that the issue of Bank NOk'S had any e.lI1.'cl on 
the price of gold or the Exchanges 

83. Mr. Henry Thornton statt'-d that Ule great question at 
ifQle between the Bullion Committee and the Bank was, whether 
its issues should be regulated by the pric.'e of gold and the 
~ign Exchanges. and if its ~.xcessiV6 issues produced any el'it-ct 
IlfOIl them. Mr. Thornton. argued at great length in suppoo'L 
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of the principles of the Report, and cited the case of the Bank 
of France in 1805 as a remarkable confirmation of the trutb 
of its principles. ,The French Government, having occasion for a 
loan, applied'to the merchants for it, such a transaction being 
contrary to the rules of the Bank. The merchants proceeded to 
fabricate among themselves bills to the requisite amount, which 
they discounted at the Bank, which thus ultimately became the 
real lender. There was, in consequence, an enormous increase 
of the Bank paper, a great demand for specie. The 'Bank had to 
bring back specie from the Ptovinces at a great loss-at length 
it stopped payment. Bank Notes fell to a discount of 10 or 12 
per cent., and the Foreign Exchanges fell 10 per cent. But the 
Bank reduced its paper, and in three months resumed payment 
without difficulty, and'the Foreign Exchanges were rectified. 
Mr. Thornton also quoted several other cases of other countries 
where the same phenomenon had occulTed. He then passed on 
to the question of the standard of the Currency, which he said 
was becoming endangered by this continued depreciation. I~ 
deed, the argument in favour of a deterioration of the coin grew 
stronger every day. The very argument of justice, after a certain 
time, passes over to the side of deterioration., If we have been 
only two or three years using a depreciated paper, justice is on 
the side of the former standard; if ten or twenty years have 
passed since paper fEill, it may be deemed unfair to restore the 
ancient standard. He concluded by strongly urging Parliament 
to return to the ancient standard before it was too late 

84. Mr. Vansittart, who moved the counter-resolutions to 
Mr. Horner, controverted, at great length, the principles of the 
Report. He asserted that the only mode in which a Metallic 
Currency could have a favourable effect on the Exchanges was by 
ezportation, and that if exportation was prohibited by law, no 
effect could be produced. The amazing absurdity of this assertion 
has been sufficiently proved in the course of this work to need 
repetition here. These asse'rtions, however, were sober good 
sense compared to the lengths of wild extravagance into which 
he subsequently plnnged. He said that the first seven resolutions 
argued on the supposition that the standard was something visible 
,nd, tangible. " I affirm that a Iltandard, in the sense used bl 
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these gentlemen, namely, a fixed' and . invariable weight of the; 
precious metals as a measure of value· never existed in this 
country' , " He ridiculed the idea of the resolution that the 
weight at which any such money is authorised to pass current is 
fixed!! These extraordinary ideas he attempted to support by 
reference to' the degraded state the' coin had been in at different 
periods, but which were yet legal tender, and. which, he ~ con .. ' 
tended, proved that the coin was not any definite weight of 
bullion. It}Vas upon this point, he ,said, that the question 
of depreciation depended. '''Now, I do not consider myself 
bound either to admit or deny that Bank Notes have lost a value 
which they never possessed, and which the legal coin of the 
country never possessed, namely, a value estimated by a fixed 
weight of gold or silver bullion. . They never had' any other than 
current value, founded on the public confidence in the Bank, and 
this value, I firmly believe, and have distinctly stated in my third 
proposition, that they possess as much as ever." When the whole 
of the rest of his speech was a mere repetition and development 
of such crazy ideas, it is mere waste of time to give any more 
details of it. There is one more specimen, however, which we 
cannot refrain from extracting. He 8aY8-" It appears, then, 
that a diminution of the value of Ourrency may have the effec~ 
of improving the Exchange, bnt cannot by possibility depress 
it , '" Which means that the more debased .and worthless the 
Currency of a country is, the more favourable should be, the 
Foreign Exchanges, or the higher should foreigners E!stimate it. 
So that, while the French assignats were daily falling lower and 
lower at home, the more should .foreigners have given for them: 
so that, while the French themselves gave one livre in coin for 
1,200 in assignats, the English and other foreigners ought to 
have given their full nominal value' in coin, and even more 
than that according to Mr. Vansittart. He then made several 

• triumphant observations about there being no difference in trans-. 
actions between Bank Notes and coin. He admitted that he had. 
been a member of the Irish Committee of 1804, and had con
curred in the opinion that Irish Bank Notes were depreciated, 
but he said that the two cases were not parallel; for it appeared 
not only that the current coin was openly sold at a premium, but 
that an established difference of price existed between pay~ents 

lil 2 
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in coin and in Irish paper, while Bank of England paper passed 
'as equivalent to guineas. This depreciation, however, he denied 
had proceeded from excessive issues, but from the political 
circumstances of the period 

85. Such· were the leading arguments against tlie con. 
elusions of the Committee, which, though somewhat varied in 
expression, were constantly repeated~ Mter the exposition given 
in our chapter on the Coinage, it would be waste of time 
to attempt seriously to disprove the outrageous folly of the 
proposition, that the coins of Great Britain never were intended 
to contain any fixed or certain quantity of gold or silver bullion 
in them. If this had been true, what was the need of having 
any gold or silver in them at all; if it was not to regulate their 
value? . 

86. With respect to the assertion that there was no difference 
in common payments between guineas and Bank Notes, and that 
guineas were not openly selling at a premium, as in Ireland, the 
answer WIUl simple and decisive: if it were so, it was merely 
through the. terrors of the penal law. At the very time of this 
debate three men were lying under a conviction of the crime 
of selling guineas for more than 218. They had been convicted 
under an old statute of Edward VI., which did not extend to 
Ireland, so that the reason why guineas were sold publicly at a 
premium in Ireland was, that there was no law against it; in 
England it was a criminal offence, and, in consequence of this. 
guineas had disappeared from circulation. But Mr. Vansittart 
threw out another challenge: he acknowledged that it was legal 
for tradesmen to make a distinction in prices, according as they 
were paid in money, or in 'Bank Notes, and he denied that such 
a distinction existed. On this point, however, he was met with 
a distinct denial by Mr. Huskisson, who said-" If paper were 
sustained at all in public estimation, it must be by a support 
growing out of terror, by an estimation proceeding at that 
moment from a consideration of a pending judgment. If this 
were once settled. public estimation would soon shew what it 
really was. In every part of the country there were already 
two prices i he had undQubted proot' of the 1act. He had in his 
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porket a letter from a person intimately acquainted with such 
matters. which said that two prices were prevalent in the country. 
and that the nsual premium for guineas was half-a-crown .. 

8'7. Mr. Sharp. a member of the Bullion Committee, adduced 
further facts to prove that the Bank Notes were depreciated; he 
said it had been usual to send over specie to Guernsey to pay 
the troops there. Eada guilwa luulldMy fH.m Jluid to 1M Boldin'B 
at 288.; one regiment, however. had refused to receive them at 
that rate. In another case he knew of a person who had received 
a legacy of 1.000 guineas which was paid in specie; he went to 
invest it in the funds. and. on asking the price of the S per cents., 
was told 64i. Bnt. on asking what the price would be if paid in 
real money. he was told, after some consideration. he might have 
it at GO, which was the price actually paid. So that, while the 
Government were arguing at Westminster that guineas were 
of the same value as Bank Notes. theyweI'8 at the same time 
dishonest enough to pay them away to the soldiers at 28.!. 

88. Sir Francis Burdett ~tated that, in Jersey. Bank of 
England Notes were at a discount of S per cent. as compared to 
the notes of their own little bank; that it was perfectly notorious 
that two prices were common throughout the country. He knew 
it from his own experience; he had been offered wine at far 
diffurent prices. according as he should pay for it either in Bank 
Notes or in specie . 

89. We have now given 80 much space to this interesting 
discussion,. that we can scarocly afford room to notice any of the 
other speeches upon the subject. WhEln we read the arguments 
and evidence. which seem to be so perfectly satisfactory. according 
to all·the usual principles that command assent, we feel Bome 
curiosity to know what was the opposing theory set up against 
them, and it was simply this, that the pound sterling was nothing 
tangible at aU I It was an imaginary vision I a vague idea I an 
airy nothing! which never had any existence in nature at all, and 
that, accordingly. everything. money and bullion included, might 
Tary in endless chan.:,<res ronnd this ideal centre. It had even less 
lubstantiality than a whiff of smoke I It was IC a Bell88 of value" 
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communicated in some mysterious way from, oue person to 
Auother. Mr. Canning pursued the author of this insensate folly' 
with unsparing ridicule in his speech.. He also ably pointed out 
the consequence of not, allowing guineas to circulate at their 
market value, which . had been followed by their total dis
'Appearance, whereas dollars, which were beginning to disappear 
when they were bound down to the value of the depreciated Bank 
paper, were immediately restored to circulation ,when they were 
allowed to pass current at their real value. However, though he 
fully agreed in all the principles and reasonings of the Bullion 
Report, he did not think it expedient that the Bank should be 
called upon to resume cash payments in so short a period 8S 

two years 

90. After a debate of four nights the Committee divided on 
the first of Mr. Horner's resolutions, and 'it was negatived by a 
.majority of 151 to 75. Th!3 fourteen next were negatived 
without, a division, and the last was rejected by a majority 
of 180 to 45. Among the names of the majority was that of 
'Robert ,Peel 

91. The Ministry, having defeated the Bullion Committee 
-by so great a majority, would have done well to let the matter 
·rest. As to the matter of fact agitated between the parties, the' 
-depreciation or the non-depreciation of the Bank Notes, it would 
be nseless to waste one ,word more, and in arguing against so 
palpable a fact, the ministerial party shewed little discretion. 
'They might easily hlLve saved their credit by admitting the fact, 
-Let arguing that it was not expedient for the public service that 
so momentous & change Bhould be made during the war. Not 
content, however, with procuring the total rejection of Mr. 
Hornet:'s resolutio1l8, Mr. Vansittart, in the plenitude of his 
power and party strength, and in the mere wantonness of 
tyranny, determined to drag the House through the lowest 
depths of ridicule an:! ahsurdity. He moved a series of reso. 
lutions which are too long to be inserted here, to the effect that 
there was no legal weight of hullion in the coins, beyond what 
the caprice of each Sovereign might dictate; that the Bank Notes 
were merely promises to pay in these coins, and they always had 
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been, and at that moment were held equivalent in publio 
estimation to the legal c()in of the realm, and generally aooepted 
as such in all pecuniary transaotions to whioh suoh coin is 
lawfully applicable, and that' the price of bullion and the state 
of the Foreign Exchanges were in no way owing to excessive 
issues of Bank paper 

92. In introducing his resolutions Mr. Vansittart made a 
speech of enormous length, repeating his formrr views, that the 
'state of the domestio Currency had no effect upon the Foreign 
Exchanges, and, with a fiight of unheard-of audacity, he, in de
fiance of the recorded opinion of Parliament and the unanimous 
testimony of all contemporary writers, made the extraordinary 
assert.ion that in 1696 and 1774 "the fall of the Exohange was 
the cause, and not the consequence of the depreciation of the 
Currency I'" Mr. Canning in vain attempted to persuade the 
Ministers to rest satisfied with. the defeat of the Bullion Com
mittee, and, for the sake of the reputation of the House, not to 
,make them pass a vote which no one outside the House could 
,speak of without laughter. His amendment was rejected by a 
majority of 82 to 42; and, after some other minor divisions, 
Mr. Vansittart's resolutions were carried 

93. We have observed that guineas were not sold openly at 
a premium, because it was generally believed to be a criminal 
offence to do so, and three men were tried and convicted for so 
doing. To draw any argument of the equality of the value of the 
,note and coin nnder such circumstances, was nothing but a 
contemptible piece of sophistry. But nothing could be more 
whimsical or absurd than the presumed state of the law on the 
subject. It was held to be penal to part with a Bank Note 
for less than 208. in bullion, but it was quite legitimate for a 
tradesman to make two prices for his goods. In his speech 
against Mr. Horner's resolutions, Mr. Vansittart had taunted 
his opponents with the circumstance that this was not done. It 
is incredible how anyone could have made an argument of such 
an absurdity, :when it was so easy to outwit the law. If any 
on~ wished to avoid the legal offence of parting with a guinea 
for more than 288., what more easy than a collusive sale? Sell 
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0. loaf to any man for a£1 note and 5s., and buy it again trom 
him at a guinea, and the interchange' between the guinea and 
the £1 5s. was effected in the most legal manner. But such 
su btleties were at once put an end to by the Court of Common 
Pleas unanimously quashing the conviction of De Yonge, and 
declaring that it was no crime at all to sell guineas at a premiuJV. 

94. After the House hud indulged in this wild freak-the 
'very saturnalia of unreason-and given so great an encourage
ment to the Bank to pursue its wild career, it became evident 
to anyone who understood the subject, that the value of every 
man's property depended upon the will of the Bank directors. 
This was fraught with the most alarming consequences to every 
one who had a fixed annuity, as, while the price of every article 
of prime necessity kept pace with the depreciation of the currency, 
anyone, like a landlord, having a fixed rent to receive, was paid 
in a depreciated paper, while his tenants received the increased 
nominal prices of their commodities. As matters were con
tinually getting worse, gold having risen to £4 16s. per ounce 
in March, Lord King issned a circular to several of his tenants, 
reminding them that their contract was to pay a certain quantity' 
of the legal coin of the country, and that the present Paper 
Currency was considerably depreciated. He said that, in future, 
he should require his rents to be paid in the legal gold coin 
of the realm, but that, as his object was merely to secure the 
payment of the real intrinsic value of the sum stipulated by the 
agreement, he should be willing to receive the amount in Portugal 
gold coin of an equal weight with that of the stipulated number 
of guineas, or by an amount of Bank Notes sufficient to pur· 
chase the weight of standard gold requisite to discharge the 
rent 

95. That such a demand was legal no one pretended to 
deny; but when this practical sarcllsm was passed upon the 
resolution of the House of Commons, it drove that party wild, 
and the most unmeasured abuse was heaped upon him for 
incivism. Not only was this in every way legal, but nothing 
could have been more equitable. His tenants were receiving the 
increased market prices for their crops, and onll paid him in the 
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same number of depreciated notes. It is quite clear that, if his 
tenants got an increase in the price of their corn, owing to the 
depreciation, he ought to have received a proportionate increase 
in his rents. Lord Stanhope brought in a bill, which, after beiug 
considerably modified, was ultimately passed, making it a mis
demeanour to make any difference in payments between guineas 
and Bank Notes. Lord Stanhope,in bringing in the bill, 
mentioned several instances which he had been informed of, in 
which 278. were demanded for a guinea. Lord Holland also said 
that a pound note and seven shillings were currently given for 
guineas. Admirable commentary upon the resol~tions carried so 
triumphantly in the House of Commons only two months before, 
and then standing on their journals, that in public estimation 
guineas and Bank Notes were equal! 

96. Lord Grenville opposed the bill with great earnestness, 
and his opinion is particularly valuable because he was one 
of the Cabinet who originally proposed the Restriction Act. He 
said he had never seen the Ministers of the country in so dis
graceful. a position as they were that night. He turned the 
famous resolutions of the House of Commons into great ridicule, 
and said that it had been left for RobespielTe, the Jacobins, and 
the present Ministry to raise a cry of incivism against the private 
actions of individuals. He said that it was one of the most 
painful days in his and Mr. Pitt's political life, when they felt 
compelled to come to Parliament to propose the restriction. 
JI By what consideration we were afterwards induced to extend 
it for successive short periods, it is unnecessary to explain, suffice 

. it. to say, that they.are considerations which I shall ever deeply 
regret had any influence upon my mind. 1 do assure my noble 
friend . (Lord King) that I have long since fully concurred in the 
arguments which he has urged against the original policy of that 
restriction." He said that the present course, if persevered in, 
must end in the same manner as the Mississippi and South Sea 
Schemes, in total ruin. " My Lords, it has often been my lot to 
point out the inevitable results of the issue of assignats in France. 
How little did I then imagine that, in the description I then 
gave, Iwas but anticipating what, in the course bf twenty years, 
would be the faithful picture of my own country IV 



5R THEORY .AND PRACTICE OF BANKING 

97. Although we have given so mnch space to this debate, 
we cannot refrain from giving a few sentences of Lord Stanhope's 
reply, as they concentrate in the shortest space the whole of the 
ministerial argnments and views on the subject-

"Earl Stanhope, in explanation, said that there was no snch 
thing in this country as a measure of value founded on a quantity 
of bullion of standard fineness. The legal coin was the money 
with the stamp upon it. The stamp was what made it the lawful 
coin, not to be melted nor transported, and not the weight and 
fineness. He did not know what mathematicians he had to deal 
with, but if Bank Notes and gold bore a fixed proportional ratio 
to the ponnd sterling by law, they were equal to one another, 
and to prove this he need go no further than the first book 
of Euclid, where it was laid down as an axiom that things equal 
to the same are equal to one another" . 

98. We are accustomed to smile at the famous decree of the 
Inquisition, which resolved that the motion of the earth was 
false, and sympathise with Galileo, who, when retiring from 
their rebuke, said "B pur 8i muove," "it moves for all that." 
Bnt the famous resolution that guineas were equal in publio 
estimation to Bank Notes, when guineas were currently sold for 
8 .£1 nQte and seven shillings, and the dictnm of Lord Stanhope 
that they were equal because the law declared them to b~ 80, 

infinitely transcends it in absurdity; and, when we feel inclined 
to be merry at the expense of the worthy fathers of the In
quisition, we should think of Mr. Vansittart's resolution, and be 
grave 

99. The Bill was warmly contested in every stage of its 
progress through the House of Lords, but finally passed the third 
reading by a majority of 43 to 16. In the House of Commons 
the debates were equally warm and protracted, bnt it was finally 
passed by a majority of 95 to 20. The Act was originally limited 
to the 24th March, 1812, but it was subsequently continued 
during the continuance of the Bank Restriction Act 

100. We shall reserve some remarks ~garding the effects 
of the great overtrading of 1809 and 1810, till the chapter iJa 
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which we shall consider the theory of the Bank respecting the 
issues of its notes upon mercantile security 

101. Among other arguments alleged against the opening 
of the Bank, was the injustice of compelling it to buy gold at the 
increased Market price. Now that we are enabled to take a more 
dispassionate view of the subject than those whose interests were 
so much involved in it at the time of the debate, we can see that 
there was no hardship in such a requirement. Every creditor 
who was paid in these depreciated notes was defrauded of 20 per 
cent. of his debt, and, considering the enormous gains made by 
.the Bank at the expense of the holders of its notes, justice 
evidently demanded that the Bank should purchase whatever 
quantity of gold was sufficient· to discharge its obligations, cost 
what it would. The injury to the holdel's of its notes, severe as 
it was, was only temporary,but a very much more serious injury 
was done toO the nation, by adding an enormous amount to the 
national debt, which was contracted in this depreciated Currency 

102. The harvest of. 1811 was extremely deficient, and that 
was the period, too, when the power of Napoleon was at its 
height, and the continental sources of supply were cut off. 
Towards the middle of 1811, the price of corn began to rise 
very rapidly, and continued doing so till August, 1812, when it 
reached its greatest height during the war. The average of 
wheat for England and Wales was then 1558., and some Dantzic 
wheat brought 180s., and, in one or two instances, oats were 
sold at 84s. The advocates of the rival theories attributed this 
extraordinary rise to different causes; one party almost entirely 
to the depreciation of the Paper Currency, the other party 
almost entirely to the great scarcity. Mr. Tooke is the most 
distinguished advocate of the latter view, and, in support of it, 
brings most forcible arguments from the corresponding rise which 
took place in France dming the same period, wherg the currency 
was almost purely metallic. Admitting to the full extent the 
powerful arguments adduced by Mr. Tooke, which derive ad
ditional force from his being a contemporary of the circumstances 
he describes, we can yet hardly think he can be correct in so 
entirely excluding the effect of the depreciation of the Paper 
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Currency as he does. We have abundance of evidence that 
before the Gold Coin and Bank Note Bill, there were very 
generally two prices in the country, 'a gold price and a paper 
price: after that Bill that was abolished, and there was nothing 
but a paper price, and gold totally disappeared fro.rn circulation; 
but can we doubt that if any price had been paid in gold, there 
would have been It very great difference between the two, fully 
as great as before that Act?' If, then, it be granted that such 
would have been the case if payments had been made in gold, it 
seems to follow that, when prices were paid solely in paper, they 
must be considered to have been enhanced by just ,so much as 
the difference would have been if any payments had been made 
in gold. There does not appear to be the least reason to suppose 
that the scarcity was comparatively greater in 1812 than it was 
in 1800; in fact, the evidence seems to be entirely the other way, 
that the scarcity and distress was much greater in the former 
period, yet in 1812, the average rose to 1558; in the former it 
was only 1338. Whence this difference? We think the evidence 
points clearly to the depreciation of the Paper in which payments 
were reckoned. Now, in May and June, 1812, the price of gold 
bullion was about £4 188. per ounce, at which the real value 
of the Note was 158. lId. Now, are we to suppose that the 
enhancement of prices when paid in paper, which was quite 
notorious before Lord Stanhope's Bill, was actually annihilated 
by that Act? 

103. The principles of the BnIlion Report having been de
cisively rejected by Parliament, and pronounced to be fallacious, 
by the resolutions which declared 21 to be equal to 27, the Bank 
took no measures to bring their Notes to a nearer conformity to 
'their nominal value, and the Market or Paper price continued to 
rise till, in November, 1813, it stood at £5 lOs., the greatest 
height it ever reached. The long continuance of high prices, 
partly caused by a continued series of deficient harvests, and 
partly by the depreciation of the Paper in which they were paid, 
gave rise to the belief that they wonld continue permanent. 
Immense speCUlations began in land-jobbing, vast tracts of waste 
and fen land were reclaimed. It was at this time that the 
immense agricnItural improvements in Lincolnshire were effected. 
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Rents in most cases rose to treble what they were in 1792; all 
the new agricultural 'engagements entered into at this period 
were formed on the basis of these extravagant prices J landlords 
and tenants increased their expenditure in a like proportion, 
family settlements were made on a commensurate scale. .AP. a 
natural consequence, country banks greatly multiplied. In 1811 
they were 728, in 1813 they had risen to 940, and the amount 
of their issues were supposed, on the most moderate estimate, to 
be about £25,000,000. After the disasters of the French in the 
Russian campaign of 1812, and the Battle of Leipsic, the ports 
of Russia and Northern Germany were thrown open to British 
commer:le. This natnrally gave rise to enorJpous speculative 
exports and overtrading 

104. The harvest of 1813 was prodigiously abundant, so 
that the price of corn, which in August, 1812, had been 1558., 
and had receded gradually from that point, till August, 1813, 
fell with great rapidity, and in July, 1814, was only 688. The 
exporting speculations were at their height in the spring of 1814, 
'and the prices of all such commodities rose to a very unusuaJ, 
height, in many cases to double and triple of what they had been 
before. Every branch of industry was by the preceding causes 
affected, and the natural and inevitable consequences soon 
followed: a violent revulsion and general" depression of prices 
of all sorts of property, which entailed such general and universal 
losses and failures among the agricultural, commercial, manu
facturing, mining, shipping, and building interests, as had never 
before been paralleled. .AP. is always the case, the consequences 
of the wild speCUlations and engagements persons had entered 
into during the continuance of the fever continued to be felt for 
some years after. The disasters commenced in the Autumn 
of 1814, continued with increasing severity' during 1815, and 
reached their height in 1816-17. During these years 89 country 
bankers became bankrupt, and the reduction of the issues of 
country paper was such, that in 1816 its amount was little more 
than half what it had been in 1814 

105. This general discredit of' country bank paper, re
aemhling what had previously occurred in 1793 and 1797, caused 
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a demand for additional issues from the Bank of England, to help 
to maintain public credit; and, though this caused an extension 
of tbe Bank paper by upwards of three million!, so great was the 
abstraction of country Bank paper from circnlation (to certainly 
three times the amount of the Bauk of England issues), that the 
value of the whole Currency rapidly rose, so that, while in May, 
1815, the Market or Paper price of gold was £5 6", the Ex
change on Hamburg 28'2, and that on Paris 19' in October, 
1816, the Paper price of gold had rapidly fallen to £3 18" 6d .. 
the Exchange with Hamburg was 38', and that on Paris 26'10, 
and they remained with little variation at these prices till 
July, 1817 

106. Hence, at length, was manirested the most complete 
triumph of the principles of the Bnllion Report. The great 
plethora of this worthless quantity of Paper Currency being 
removed, the value of the whole Currency was raised almost to 
par, so near, in fact, that the smallest care and attention would 
have brought it qnite to par; and if means conld have been taken 
to prevent the growth of the rank luxuriance of country Bank 
Notes, cash payments wonld have been resnmed at this period 
with the utmost possil:.le facility, and, as a matter of course, 
without exciting the least comment 

107. We have seen that, on several previous occasions, the 
Bank had intimated to the Government their perfect readiness 
and ability to resume payments in cash, but had always been 
prevented from doing so for political reasons. In 1815, when 
peace W88 finally restored, they prepared in good faith to be 
ready to do so 88 soon as they should be required, and, during 
that year and 1816, they accumulated so much treasure that, in 
November, 1816, they gave notice of their intention to pay all 
their Nolet! dated previously to the 1st January, 1812, and in 
April, 1817, all their Notes dated before 1st January, 1816, When 
this was done, there waa fonnd to be scareely any demand on them 
for gold. The nation had got so accustomed to a Paper Currency 
that they were most unwilling to rereive gold for it. Mr, Stuckey, 
oue of the largest bankers in the West of England. said, that 
during this partial resumption of cash payments it cost him 
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nearly.£106 to remit the Burplus coin which acoumulated upon 
him to London, as he could not get rid of it in the country, his 
cllstomers all preferring his Notes; many persons who had 
hoarded guineas requested as a favour to have Notes in 
exchange 

108. In March, 1814, the restriction was prolonged to July, 
1816. The bill was brought in and passed before the news of 
Napoleon's quitting Elba had reached England. The Act was 
Bcarcely passed when the new .war broke out which ended at 
Waterloo, and the expenses of the campaign made the Ministers 
dread a monetary crisis, and the restriction was subsequently 
prolonged till July, 1818 

109. The partial resumption of cash payments was attended 
with perfect success; it caused 'ne very great demand for gold, 
which continued to accumulate in the Bank till October, 1817, 
when it reached its maximum, being £11,914,000. In that 
month the Bank gave notice that it would payoff in cash all the 
Notes dated before 1st January, 1817, or renew them at the 
option of the holders. In the course of 1817 a very large 
amount of foreign loans were contracted for; Prussia, Austria, 
and other oontinental States of lesser importance, were en
deavouring to replace their depreciated paper by a Metallic 
Currency, and, as money was abundant in England, a very large 
portion of these loans was taken up here. The effect of this 
began to manifest itself in April, 1817, when the Exchanges with 
Hamburg and Paris began to give way, and the Market price 
of gold to rise. These phenomena increased gradually throughout 
1818, until ,January, 1819, the price of gold was £4 3s., the Ex
change on Hamburg 33'S, and that on Paris 23'50. In July, 
1817, the new gold coinage began to be issued from the Mint in 
large quantities. The consequence was a steady demand for 
gold set in npon the Ba,nk, and, in pursuance of its notices, the 
sum of .£6,756,000 was drawn out of it in gold. Just at this 
time the British Government reduced the rate of interest upon 
E~chequer bills. ' The much higher rate of interest offered by 
continental Governments caused a great demand for gold for 
exportation, and in the beginning of 1818 a very decided drain 
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set in. The Bank direciors, however, determined to set all the 
principles of the Bullion Report ostentatiously at defiance. While 
this great drain was going on, they increased thp.ir advances to 
Government from £20,000,000 to £28,000,000, and though they 
knew perfectlyweU that the demand of gold was for exportation, 
they took no measures whatever to reduce their issues for the 
purpose of checkiug the export. At the same time the issues 
of country banks had increased by two-thirds since 1816 

110. This demand for gold became more intense during 
1818 and 1819, and it became evident that the Bank would 
soon be exhausted if legislative interference did not take place. 
Accordingly, on the 3rd February, 1819, both Houses appointed 
Committees to inquire into the state of the Bank; and, on the 
5th April, they reported that it was expedient to pass an Act 
immediately to restrain the Bank from paying cash' in terms 
of its notices of 1816-17. .An Act for that purpose was passed in 
two days' time. It was stated in the Report of the Commons 
that in the first six months of 1818, 125 millions of francs had 
been coined at the French mint, three-fourths of which had been 
derived from the gold coin of this country. The Act forbade the 
Bank to make any payments in gold whatever, either for 
fractional snms nnder £5, or any of their Notes, during that 
SeBBion of Parliament. The Act, therefore, totally closed the 
Bank for payments in cash 

111. .As we have given the names of the Committees of 1804 
. and 1810, we snbjoin those of the Committees of both Houses 

in 1819. Those in the Commons were Lord Castlereagh, Mr. 
Vansittart, Mr. Tierney, Mr. Canning, Mr. Wellesley Pole, 
Mr. Lamb, Mr. F. RObinson, Mr. Grenfell, Mr. HuskisBOn, Mr. 
Abercromby, Mr. Banks, Sir James Mackintosh, Mr. Peel, Sir 
John Nicoll, Mr. Littleton, Mr. Wilson, Mr. Stuart Wortley, 
Mr. Manning, Mr. Frankland Lewis, Mr • .Ashhurst, Sir John 
Newport. The Committee of the Lords were the Earl of 
Harrowby, Duke of Wellington, Marquis of Lausdowne, Duke 
of Montrose, Earl of Liverpool, Earl of St. Germains, Earl 
Bathurst, Viscount Sidmouth, Earl of Aberdeen, Earl Granville, 
Lord King, Lord Grenville, Lord Redesdale, Earl of Lauderdale. 
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the increase or diminution of the number of Bank Notes in 
circulation? " 

"A scarcity of circulating medium, of whatever it may con
sist, will oblige Il!erchants to draw in their funds from foreign 
countries, and the superabuudance of it will send the precions 
metals out of the country" 

"The consequences of a scarcity of money would be to force 
an export of merchandise and manufactures, which would render 
the Exchanges favourable to this country" 

(Before Oommons' Committee, p. 32) 
"A lessened circulation will have an effect to render the 

Exchange favourable? " 
"Because it would force an export of merchandise, and an 

export of merchaudise would bring money into the country" 
"You have said that a contraction of the issues would lower 

all prices. Are the Committee not to understand that it must 
lower the prices of gold and silver, as well as of all other 
commodities? " 

"I apprehend it would" 
" Assuming the course of Foreign Exchanges to be 5 per cent. 

against this country, would not the effect of a diminution in the 
price of commodities, clearly, .consequent on a diminution of 
issues, be to restore the· Exchanges to par? " 

" The effect would be to force an export, and thereby raise tho 
Exchange" 

114. Mr. Pole, Deputy-Governor to the Bank, said to the 
Lords' Committee, JJ. 35-

" Whether the gold appearing to vanish, and going out of the 
country, does not proceed, in your judgment, from the un
favourable state of the Exchanges? " 

,. Certainly" 
" Is it your opiuion that the Exchanges are affected by the 

increase or diminution of the circulation of Bank of England 
Notes? " 

" Inasmuch· as in that case the interest of money becomes so 
reduced in this country as to hold out a beneficial prospect to 
persons in sending their capital from this country, to be invested 
in foreign securities, where a larger interest is made, Couse-
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q·uently. a debt is created from this country. payable to foreign 
~ountrics " 

(To Commons' Committee, p. 35) 
" Do yon think a ·considerable reduction in the amount of yotl. 

paper issues would affect the Exchauge ? " 
- "I do" 

Ie Is the answer you have given with respect to the effect upon 
the Exchange of a reduction of the issues of the Bank founded 
on observation and experience of particular cases, or the result 
of reasoning only? " 

"Entirely upon reasoning; and my reasons are, that I con
ceive it would compel persons to withdraw their capital from tho 
continent to this country, on purpose to be able to snpport their 
own payments .. 

115. Mr. Haldimand, a director for ten· years, but at that 
time out by rotation, said to the Lords' Comrm1iee, p. 40-

"Do you conceive that, by a considerable reduction on the 
part of the Bank of the amount of its issue!!. the Bank would be 
enabled to resume with safety its payments in cash?" 

" Most decidedly" 
"Are we to understaud, then, that, in your judgment, the 

effect of such a. reduction of its issues would be to render the 
Exchange favonrable to- this country?" 

" I certainly have always considered the amount ·of the issues 
of the Bank of England to act as a powerful lever upon all our 
Foreign Exchanges, so as to regulate their rise and fall " 

"I conceive the Exchange to, be affected by the aggregate 
amount of the issues of the country bank, and Bank of England 
paper" 

"You have 'Stated, on a. former day, that you always con
sidered the amount of issues of Bank Notes to act as a powerful 

. lever upon all Foreign Exchanges, so as to regulate their rise and 
fall; do you apply this to the price of gold?" 
. "I do", . 

"Do you ground this opinion upon reasoning, or upon what 
you have observed to take place? " 

"I have grounded my opinion formerly upon reasoning, and 
lDy observation has since justified that opinion" 
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. 'fhA witness produced a report of the Governor of the Bank 
of Ft'ance, d'3tailing a commercial cr-isis, and offering '\"cry s"rong 
and clear proof that an excess of paper circulation did affect both 
the Exchanges and the price of bullion 

." It appearing from the accounts before UB that the Exchanges 
were very ncarly par in the month of September last, and aftcr
wards became more unfavourable than they had been since 1815, 
to what do you ascribe the great depression which has taken 
place sillce that time? " 

"It would be difficult to point out the particular circumstanees 
independent of the great principle of the dcpreciation of our 
Paper Currency, which affect our Exchanges from time to time. 
I believe that the investments in foreign stocks did for a momcnt 
produce part of that fall, but I should attribute a very small 
part of it to that cause, and fall back upon "my principle of on 
excess of Currency. I most certainly believe that, had the Bank 
at that moment been paying its notes ill specie, the depression 
alluded to would not have taken place .. l ground my opinion 
on what I observe to be passing betwet:n other countries with 
regard to their Exchange operations. France has at this minutc 
nearly twenty millions sterling to pay to foreign powers; and 
although three payments have been already made, and the whole 
are to be completed within 27 months, no sensible effect has 
been produced upon its Exchanges with other countries equally 
paying their notes in specie, such as Holland and Hamburg; 
nor' does it appear that any inconvenient diminution has yet 
taken, or is contemplated to take place in the Metallic Currency 
of that country. My opinion is, that a very small portion of this 
large payment will ~e made in specie or bullion. When a certain 
'1tnount of the circulating 'medium has left France, the remainder 
will rise in value, and goods fall in price, when, consequently. it 
will bccome more advantageous to France to remit the remainder 
in its produce and manufactures from time to time" 

(Before Commons' Committee.) 
"I look upon this forced reduction of the issues of the Bank 

of England 11S necessary in order to restore the rest of the paper 
in circulation to its ancient value in gold, and the Exchanges to 
par. I have no hesitation in stating 'it to be my decided opmion 
that the Exchanges would be restored to par immediately the 



EVIDENCE BEFORE THE COMMITTEES 69 

Bank resumed its payments. I think the depres~ed state of the 
Exchanges arises entirely from the excessive issue of Bank of 
England Notes. I have never heard of any counLry not paying 
its paper in specie on demand where such paper has not been 
depreciated" 

"You are understood to say, it is your opinion that the 
Foreign Exchanges and the price of gold are principally affected 
by the amount of issues of Paper Currency? " -

" That is my opinion " 
"What reason have you for believing that the circulation for 

the last halI-year bore a greater proportion to the supply required 
for the purposes of trade than the circulation of the last half-year 
of 1817?" 

" Because the paper was more depreciated at one time than at 
the other; or, in other words, because the market price of gold 
was higher at the former than at the latter period" 
- "Do you consider the price of gold to be the chief criterion by 

which to judge of the excessive issue of Bank Notes?" 
"I do" 
"I happened to be in Paris in October last, when the Bank 

of France reduced it!! issues upon discounts very considerably aud 
suddenly. The issues of the Bank of France upon discounts at 
that period were 130 millions of francs, which was more than 
double the highest amount that was ever previously known. 
This step on the part of the directors of the Bank of France 
was occasioned by the following circumstances. The Metallic 
Currency was leaving the country in all directions, owing, in all 
probability,_ to some trifling degree to the over-issue of paper, 
parLly to some large financial operations in Russia, and partly to 
the enormous payments that France had engaged to make to 
foreign powers, -which _ amounted to nearly 20 millions sterling. 
The Paris bankers, therefore, anticipating a great demand for 
bills upon all foreign countries, were remitting specie to meet 
the drafts which they intended to negotiate to the agents of all 
those foreign powers, with a small advantage upon their re
mittance. The sudden diminution, however, of the discounts 
of the Bank, caused the Exchange to turn in favour of ]<'rance, 
and immediately paralysed all these _ operations; the Metallic 
Currency made a retrograde movement, and Wad restored to 
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Paris and to those parts where the greatest distress bad been 
felt " 

,ryou bave stated that you attribute the present bigh price 
of gold above the Mint Price, and the unfavourable state of the 
Exchange, to the excessive issues of the Bank of England, in
fluencing thereby the general paper circulation of the country; 
have you any other reas.on for deeming the issues of the Bank 
of England to be excessive, except that indication which you 
collect from the price of gold and the state of tbe' Ex
change p" 

'I I never saw these effects produced by any other callse in any 
country in the world It 

"Is the Committee to understand yonr opinion to be, that a 
lligh price of gold and an unfavourable state of the Exchauge 
ought, in the discretion of the Bank of England, to lead to a 
reduction of their issues until that hign price of gold or u~
favourable state of Exchange is reduced, if not to par, to that 
price above par which amounts to the expense of transfer of the 
preciou~ metals from one country to the other It 

." I am decidedly of that opinion .. 
c'Is the Committee to understand you to be of opinion that 

fhat is the true criterion for the Bank to look to, whether the 
Bank be open or shut P II 

" It is, in my conception, the only criterion" 
" I consider the same doctrine to bold good in the case of 11'81 

os well as of peace" . 
II You are of opinion that the partial openings of the Bank 

railed in effect, because the Bank did not simultaneously contract. 
their paper issues, and not because a partial opening would in no 
case have any effect whatever P II 

" In my view of the subject, a partial opening will always fail 
unless the whole Currency of the country be previollsly reduced 
in amount, so as to restore it to the standard of the Metallio 
Currency thus partially issued" 

"Of that restoration, you are nnderstood to admit no other 
~3t than the favourableness of Exchange and the reduction 
of the price of gold to the Mint Price P " 

Ie I know of no other test " 
II If we reduce the amoWlt of our paper circulation Bufficiently 
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the precious metals would flow into the country from every 
direction-no Act of Parliament could stop the current" 

" I should consider it a breach of contrad; for the Government 
of this country to alter the lfint Price of gold" 

This witness eutered into numerous details in support of his 
opinions, which would be too long to insert here 

us. Mr. William Ward. a Bank director, a cambist, and 
Mediterranean merchant. Lord8' Comm~ p. 60-

"You have stated that a reduction of four millions in the 
amouut of Bank Nola in circulation would probably produce a 
favourable turn in the Exchauges; do you found such an opinion 
upon reasoning, or upon having observed, as a cambist, that the 
diminution or increase in the numerical amount of Bank Notes 
has usually produced corresponding effects npon the Exchanges, 
and the price of gold in· this oountry, since the Bank re 
striction ?" 

"I ground my opinion upon reasoning; I do not rely npon 
the numerical amount of Bank Notes exclusively" 

"Can we confidently depend upon the effect of a reduction 
of Bank Notes towards producing a favourable Exchange?" . 

"I would rely upon it in an Exchange transaction where my 
own interest was at stake .. 

(To 1M Cormnon,' Commitlaop. 73) 
"To what extent do you conceive the rate of Exchange and 

the price of gold are affected by the issue of Bank Notes?" 
"Ioonceive they are affected to a very oonsiderabIe extent, 

directly or indirectly" 
.. Supposing the other causes which affect the Exchange to 

operate equally at two different periods, do you think the price 
of gold. and the rate of Exchange, would be the criterion by 
which yon might judge the adequate or excessive issue of Bank 
Notal?" 

"Yes, I do" 
.. Under a system of cash payments, do you believe that the 

Market Price of gold will ever be permanently above the Mint 
Price. or the rate of our Foreign Exchanges more below par than 
would amonnt to the expense of the transmission of gold from 
this conntr'J to the Continent? t, 
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"No; the Market Price would not exceed the Mint Price 
perm:lllentIy>1 

" Then, would the Bank ever have occasion to pay more than 
the .Mint Price for the gold they purchase? " 

" I conceive they would not have to pay more" 

117. Mr. Samuel Thornton, Bank director for thirty-nine 
years. Commons' Committee, p. 85-

"Ill regulating the amount of their issues, by what principle 
is the conduct of the Bank of England guided? " 

"I have always considered it my duty to consider the amount 
of the Notes out, and w hat could be the cause for a call for an _ 
increase. I also felt it my duty to look at the state of the Foreign 
Exchanges and the price of bullion" 

"Have the goodness to state your reason' for thinking it 
desirable to take into the account the rate of Exchange, and the 
price of bullion, in regulating the amount of the issues? " 

"It must be obvious that if there were an excess of Bank 
Notes beyond what was required by the trade of the country, 
the price of bullion would'thereby be -raised; and I am ready to 
admit that it would have the same effect upon the Exchanges" 

118. Mr. John Irving, of the firm of Reid, Irving, and Co. 
Commons' Committee, p. 94-

"Putting out of consideration the· embarrassment of trade, 
which might be occasioned by a limitation of the issues of the 
Bank, do you think it is in the power of the Bank, by such 
limitation, to restore a favow'able rate of Exchange, and to 
reduce the price of gold?" 

" I am of that opinion " _ 
.",. Could such fluctuations take place if we possessed a Me

tallic Currency, as the measure of our Exchange with foreign 
cOlilltlies ? " _ 

" Certainly not" 

119. Mr. Holland, a partner of Baring, Brother!, and Co. 
Commons' Committee, p. 114-

"In what degree do you collSider that the Foreign Exchanges 
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are affected ,by the increase or diminution of Bank of England 
paper 7" 

"I certainly considerthat the Foreign Exchanges are affectell 
by the increase of Bank of England paper It -

" Do you think a considerable reduction of the amount of Bank 
, of England paper would bave the effect of restoring the Exchange 
jn favour of this country, and of preventing a very considerable 
depression? " -

"That is my opinion" 
" As you consider there would be no great fluctuation in the 

price of gold, supposing the circulation of this country to consist 
of coin, or paper convertible into coin, to wbat do you attribute 
the present fluctuations? " ' 

. "The quantity of paper in the market is greater than the 
market can bear. If it is thought desirable to reduce the price 
of gold to £3 178. 10!d., I conceive that tbat can only be done 
by a reduction of the paper" 

"You have stated tbat action and re-action will bring Ex
changes round, and bring gold to its lever; if that is the case, 
in what way can you account fOi' the circumstance that the coin 
bas, from the beginning of bis present Majesty's reign, constantly 
found its way out of the country, and not found any re-action to 
bring it back again?" 

"If the Market Price of gold is higher than the Mint Price, it 
is impossible to keep it in'the country" 

" Would you not think one of tbe circumstances tbat would 
render the Exchanges unfavourable to this country, and raise the 
price of gold above the Mint Price; to be an unfavourable li!tuto 
of things in this country, or, in other words, a balance of pay 
menta against the country? " 

" No, I do not; because I should call, gold the general leveller 
between all commercial nations, and that it invariably briugs 
back the Exchanges to their proper level, taking gold against gold, 
as the standard of value" 

"If tbe Bank of England paid in specie upon' demand, 
do you believe there ever could exist, for any length of time, 
R material difference between. the Mint and the Market Price 
:>f gold?" 

" Decidedly not in my opinion 
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120. Mr. Thomas Tooke. LordB' Oommit/.ce, p. 168-
"By wllat means do you think that the Exchangcs could be 

restored, ond the price of gold reduced? " 
" By keeping down the Bank issues of their notes to their 

present amount, and judging, by the course of Exchange and of 
the bullion market, how far any further reduction might be no • 
cessary to acomplish that object" 

., What do you mean by our circulntion being at a level with 
that of other countries? " 

" When the plice of bullion aud the Exchanges combined are 
at, 01' within a trifle of, pur" 

"Do you consider a fa\'ournble course of Exchange as an 
indication that there is not an excess of paper issnes ?" 

'f If that state of Exchange is of any considerable duration, it 
affords a presumption that the issue has not been exccssive during 
that period, but the only undeniable test is the price of gold 
being that into which the paper is convertible" 

" It appearing by accounts before the Committee, that from 
the 18th April, 1804, to the 17th No\'ember, 1805, being eighteen 
months, that the Market Price of gold was uniformly £4, and 
that during the same period of eighteen months the conrse of 
Exchange was uniformly in our favour, are you of opinion that 
duling that time there was an excess of paper issued? " 

" Upon the whole I should answer in the affirmative as I have 
before said that I consider the price of gold to be the only 
unerring test, and that the Exchanges, even for moderately long 
intervals, afford only a presumption" 

"State the ground upon which you consider the price of 
bullion as a Burer test of the question of the excessive issue of 
paper, than the course of Exchanges?" 

" Because, if the coin be perfect, and the paper stl'ictIy con
vertible into that coin, there cnnnot be any inducement to any 
individual (the Bank issuing the paper excepted) to give more 
thAn £8 17B. lOid. per oz. for gold of the same standard, while 
the Exchange may be influenced by several circumstances, withiu 
the limits in time in which, and of expense at which, the coin 
could be brought from one country to the other. The Exchange 
may therefore fluctuate, while the price of gold remains stationary" 

" Do you mcau by an exccss of paper i8sued, not an eXCC811 
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above what the demand of internal commerce may require, but 
an excess above that amount to which you think the paper should 
be reduced, in order to bring the :Market Price of gold down to 
the Mint Price P " . 

'" I do not know any criterion of the internal demand for a 
medium of circulation, but that amount which would have cir
culated if the Currency had consisted of coin only, or coin and 
paper convertible into coin" 

121. Mr. Ricardo, Lords' Committee, p. 187-
"The Bank has always the power to regulate the price of 

bullion by limiting or increasing the quantity of their notes" 
(Commons' Committee, p. 183) 

"Do you conceive that the Paper Currency of this country is 
now excessive, and depreciated in comparison with gold, and 
that the"high price of bullion, and low rate of Exchange, are the 
consequences as well as the sign of that depreciation P " 

"Yes I do" 
II Then, do you consider the high price of gold to be a certain 

sign of the depreciation of Bank Notes?" 
" I considel' it to be certain sign of the depreciation of Bank 

Notes, because I consider the standard of the Currency to be 
bullion, and, whether that bullion be more or less valuable, the 
paper ought to conform to that value, and would under the system 
we pursued previously to 1797" -

" It appears by the accounts already referred to, that the price 
of gold in this country in April, 1815 was £5 7s., and in April, 
1816, £4 18., being a difference of .from 25 to SO per cent., such 
price being always measured in onr Paper Currency; do you 
know whether, during the same period, any such variation, or 
any variation, in the price of gold, took place in France, or in 
any other continental country P" 

" It appears to me that in France there can be no variation in 
the price of the metal, which is the standard of the Cnrrency, 
and, with respect to the variations in the other metal, which is 
not the standard of the Cun'ency, it must at all time/! be confined 
to the variations which take place in the l'elative value of the two 
metals generally in Europe" 

" If then it should uppenr that during the period referred to 
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no variation whatever has taken place in the price of gold 10 

Paris, would you infer from tllat circumstance that the variatioll 
in the price of gold between April, 1815, and April, 1816, arose 
from the variation in the value of paper, and not of gold?" 

" Every fall in the price of the standard metal is immediately 
corrected in France, by a reduction of the amount of the circu
lation ; if no similar reduction takes place under the same 
circumstances in our circulation the,re must necessarily be II 

rcdundancy, and an excess of the market above the Mint price 
of gold; in a sound state of the Currency the 
value of gold may vary but its price cannot" 

"The variation you alluded to in your answer to a former 
question is what you meant by the depreciation of the paper in 
your answer to a question before put to you? " 

" From whatever cauSe may arise the diffcrence in the value 
.Letween paper and gold (and I have enumerated several), 
I always call the paper depreciated when the Market Price 
exceeds the Mint Price of gold" 

"Do you consider the difference between the Market' and 
Mint Price of gold to be the criterion of the depreciation 
of Bank Notes?" 

" Strictly so .. 
II Do you not consider that coin or bullion are distinguishable 

from Bank Notes in this important respect, that the coin 01' 

bullion, being the medium of universal Exchange, operates in the 
nature of a Bill of Exchange, whereas the Bank Note does not 
possess this quality; must not, therefore, the value of the coin 
or bullion follow the rate of the Exchange, whilst the Bank Note 
cannot be influenced by such an operation? " 

"Certainly; a Bank Note not payable in specie is confined to 
our circulation, and cannot make a foreign payment; a Bank 
Note payable in specie is the same thing as coin or bullion" 

" May not this distinguishing quality between the Bank Note 
and the bullion explain the difference of value, without its 
following that the Bank Note is depreciated for any purpose 
of measuring the value of commodities within this conntry ?" 

"No, I think it cannot; the term depreciation, I conceive, 
does not mean a mere diminution in value, but it meanB a 
diminiBMd re~tiv6 value on a comparison with Bometking which 
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;s a standard. And, therefore, I think it quite possible that a 
Bank Note may be depreciated, although it should rise in value, 
if it did not rise in value in a degree equal to the standard, by 
which only its depreciation is measnred" 

"You have stated an opinion, that the contraction of issues 
of paper would at 'all times restore the price of gold to the Mint 
Price, 'and render the Exchange favourable to the country; sup~ 
posing the balance of payments, of the country to be against us, 
in what manner would you have them paid?" 

" It appears to me that a reduction in the amount of Currency 
may always restore the price of bullion to the Mint Price; but I 
have not said that that will always restore the Exchange to par II, 

122. Mr. Alexander Bating, afterwards Lord Ashburton. 
Lords' Committef',p. 10-

" Is it your opinion that the Exchanges and the price of gold 
are affected by the increase or diminution of the circulation' 
of the Notes of the Bank of England?" 

.. I can have no doubt of it whatever; I have always con
sidered the price of bullion and the rates of Exchange, which, for 
this purpose, are the same things, dependent on the paper 
circulation, and liable to be regulated by its contraction or 
expansion. I do not mean to say that the Foreign Exchanges, 
or thE) price of bullion, would vary always in proportion to any 
alteration in the amount of the paper of the Bank of England, 
or even of the paper of the country at large, because there are 
various circumstances which, at different times, vary the amount 
of the circulating medium required for the use of every country; 
and sometimes, for instance, twenty-five millions of Bank paper 
may be too much, when, at another period, thirty millions may 
~e too little. It is the great defect of a Paper Currency that 
it cannot adapt itself to this' change of circumstances" 

"Are Y01,l of opinion that the loans which have been con
tracted for in Foreign States, particularly in France, since the 
peace, have had an unfavourable effect upon the Exchanges 
of this country?" 

"The circulation of the country being in its present state, 
, payments abroad, from whatever cause arising, must have an 

effect upon the Exchange" -
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It What do yon mean by the present state ot the circulation 
of the country?" 

II I mean that if the circulation were in its former state 
of payment in specie. that no payments abroad would bring the 
Exchanges materinlly below their par; but with a paper whicb 
has no regulator of its value, it is undoubtedly liable to depre
ciation by foreign payments. as has been amply proved in the 
conrse of the last war" 

"Were you at Paris at the time of the great crisis of tho 
Bank of Paris P .. 

"I was; and I believe the informntion contained in the 
Governor's report to the proprietors in January last, as to tho 
effect of the reduction of their issues upon Foreign Exchanges, 
and upon the amount of bullion in their vnults. to be correctly 
stated. The effect of the reduction in their discounts upon tho 
Exchanges. and upon their bullion, seems to me singularly 
tlpplicable to the present question. Their bullion was reduced. 
by imprudent issues, from 117 millions of francs to 84 millions 
of francs, and "has returned, by more prudent and cautions 
measures. to 100 millions of francs, at which it stood ten dllys 
ago" ", 

".Are we to understand, then, thnt. io your judgment, con
siderable importations of grain in years of unfavourable harvests 
would have an unfavourable effect upon the Exchange P" 

"I think it would in any country haviug a circulation of 
paper, not payable on demand, and where there are no means 
of contracting its amount, so as to perform for the circulation 
the Rame office which a sound' circulation of specie would do for 
itself" • 

.. Would it have the same, or any, effect in a country where 
the circulation was part\,y of specie and partly of paper, con
vertible into specie. as before the Bank restriotion P" • 

.. I think that no demand. however preBSiug, and of whatever 
nature, w~uld make snob a full in the Exchanges 8S would exceed , 
the expelUle of the transport of coin, combined with the risk 
of the violntion of the" law, so long as " law exists against ex
porting the coin. This opinion, fuunded, as it is, upon tho 
principle of circulation, is wnply confirmed by the uniform 
\:lpericnce of this country before the restriction of cash payments, 
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and of every other country with which I have been acquainted. 
This principle has been pu~ perhaps, more severely to tbe tes' 
within the last two yeal8 in Frauce than in any other instance. 
France having had a large payment to make abroad, beyond the 
apparent means of her commerce, and withouL any equivalent 
:return, and these payments having produced no derangemen' 
whatever of the circulation of that country" 

123. Mr. John Ward, general merchan~ with much ex
perience in money operations. Cqmmon~ CqmmillH, p. 239--

.. Is it yoor opinion that the rate of Foreign Exchanges, and 
the Market Price of gold, are affected by an increase or diminution 
in the amount of Bank paper' " 

II Certainly" 
"Do yon think it would be in the power of the Bank, by ft 

reduction in the amount of their paper issnes, to restore a 
favourable rate of Exchange, and to reduce the Market Price 
of gold to the Mint Price ,t> 

II That is my opinion" 
.. Are you of opinion that, nnder the :restriction of cash 

payments, the excess of the MarkeL Price above the Mint Price 
of gold is an indication of the Paper Currency being depreciated, 
doring the restriction of cash payments? .. 

If Certai~ly .. 
.. Is the amount of that excess of the Market above the Mint 

Price of gold the measure of that depreciation in your opinion P n 

""n is" 
.. Yon have stated that you consider the paper of the Bunk 

of England to have been depreciated by excessive issue; duriog 
how long a period do yon consider that depreciation to have 
existed'" . 

U I cannot distinctly state for how long a period unless I could 
compare iL with the value of gold" 

II About how long?" 
"So long as the price of gold bullion has bee}! above the Mint 

Price" 

124. The' above extracts, which are only a portion of the 
evidence given by the great majority of the witnesses, are 
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sufficient to shew the extraordinary change which had taken 
place in the opinion of the commercial world since the Report 
of the Bullion Committee, with respect to the greaL question 
of the connection blltween the Paper Currency, the price 
of bullion, and the Foreign Exchanges. The old opinions had 
scarcely a voice in their favour; even Mr. Harman, who had on 
all previous occasions been the stoutest antagonist of the principles 
of the Bullion Report, was considerably shaken in his opinion. 
Notwithstanding. however, that the governor and deputy-governor, 
and sever8J other directors of the Bank, had given in their ad· 
herence to these doctrines, the majority of the court still persisted 
in the old opinions; and, on the occasion of some questioDs 
having been sent for their consideration by the Committee of the 
House of Commons, took· the opportunity of recording publicly 
their disapproval of the doctrines which were now in the 
ascendent. On the 25th March they resolved-

" That tbis court cannot refrain from adverting to an opinion, 
strongly insisted upon by some, that the Bank had only to reduco 
its issue, to obtain a favourable turn in the Exchanges, and Ii 
consequent influx of the precious metals; the court conceives it 
to be its duty to declare that it is unable to discover any solid 
foundation for such a sentiment" 

125. The Report of the Lords' Committee contented itself 
with recording the opinions of the different witnesses npon the 
great question so long agitated, it pronounced no judgment of its 
own npon the soundness of the different views. It, however, 
was very decided in the recommendation to return to the ancient 
metallic standard as speedily as could be done; with a due regard 
to the interests of commerce. The Committee of the Commons 
expressed their opinion that, when the Exchanges became un· 
favourable, and the Market Price of gold rose above the Mint 
Price, the only mode in which the Bank could have retained the 
coin in ci.culation was by contracting their issues. And they said 
that, however the Exchanges might have been affected during the 
last and preceding year, they had no reason.to apprehend the 
same or any other causes could continue to affect them in such a 
degree as to preclude the Bank of England, by a constant 
reference to the Exchanges and the price of gold, and, when 
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necessary'. by a cautious reduotion'of their Paper Cm;rency,'from 
gradually approximating its value to that of gold, and ultimately 
re-establjshing and maintaining it at par. Both Houses agreed 
in recommending that after the 1st February, 1820, the Bank 
should be required to deliver gold of standard fineness in 
quantities of not less than 60 ounces, at £4 18. per ounce; that 
after the 1st, October, 1820, the rate should be reduced to 
£3 198. 6d.; and after the 1st May, 1821, it should be reduced 
to the Mint price of £8 178. lOid. per ounce, that this liability 
to pay in bullion should continue for not less than two, nor more 
than three years, from· 1st May, 1821, when payments in cash 

• ~hould be resumed. They also expressed their opiuion that the 
great destruction of country bank paper of 1816-17 had been 
partly instrumental in reducing the price of gold, and making 
the Exchanges favourable during that period. That, from the 
numerous circumstances affecting ·the value of Bank of England 
paper-the varying state of commercial credit and confidence
the fluctuations in the amount of country bank paper, and other 
reasons, no satisfactory conclusion could be drawn from the mere 
numerical amount of their issues at any given time 

126. The Report was brought before the Lords on ,the 21st 
May, 1819, when a petition, signed by about 500 merchants, 
bankers, and others, was presented against it, on the ground that 
the extensive contraction of the Bank's issues in so short a time, 
as would be rendered necessary by it, would cause general em
barrassment. The directors 'of the Bank communicated, a very 
strong representation, containing similar views, to Lord Liverpool, 
which was also laid before the House. Lord Harrowby, however, 
that evening, brought in the ministeriaI'-"resolutions, which were' 
framed in accordance with the Report, and the last of which 
was_C' That it was expedient to repeal aIr laws prohibiting the 
melting or exportation of the gold or silver coin of the realm." 
Lord Lauderdale moved a series of resolutions in opposition, the 
principal of which was that the Mint Price of gold should be 
altered to correspond with the Mal'ket Price 

127. The resolutions were moved in 
Liverpool, in a speech of singular clearness 

VOL. II. 

the Lords by Lord 
and ability. Every 

G 
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word that he uttered told with crushing effect npon' the conrse 
of the Government in 1810. He wag an entire convert to the 
principles of the Bullion Report, in their fullest extent. He said 
that the three chief points in question were, whether-I. It was 
expedient to return to some fixed standard of value. 2. Whether 
that standard should be the ancient one. S. By what means it 
could be done. That the first point was the most important, 
because it would be found that all the opposition to the measure 
was simply a disguised hostility to return to cash payments at all. 
Many considered that there should be no standard of value; but 
what civilized country had ever acted npon this principle since 
the world began? In former times the most Qisgraceful measures 
had been resorted to, to depreciate the standard, but even that 
was not so bad as having no standard. No country in the world 
had ever established a Currency without a fixed standard of value; 
it might be gold, silver, copper, or even iron., but it must be 
something which had a real value; it could not be paper, which 
had no real value, but is only a promise of value, and England, 
the first country for commerce and knowledge <,>f political 
economy, should not be the first to confer on any body of men,. 
however pure their motives and conduct, the power of making 
money according to the suggestions of thcir own interests. 
Policy, good faith, and common honesty called on them to return 
to the ancient standard. No doubt .some of the public debts were 
contracted in a depreciated Currency, but yet the contract was to 
pay according to the ancient standard, and they must adhere to 
that if they meant to act honestly. He ridiculed the idea of the' 
danger or difficulty of doing so. In 1816 gold fell to the Mint 
Price, and, when it was quoted at £3 18s. 6d. in the public lillts, 
it might, in fact, have been bought cheaper, only the Bank 
determined to be the only purchaser, and gave that price. Since 
then it had risen to 6l per cent. above the Mint Price, but at ther 
time he was speaking it was only S per cent. above the standard 
price. A noble Earl had doubted whether it was in the Bank's 
power to bring gold to the Mint Price by contracting its issues. 
The question WIlS, no doubt, somewhat· obscure, but the Report, 
would shew that there was Dot a single practical man, even 
among those most hostile to tho intended measnre, who ·did not 
admlt that a contraction of the Bank's issucs lllUst Ilcccssuril,Y 
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have the effect of rendering the Exchange favourable to this 
country, and of lowering the price of bullion. He himself enter
tained no doubt upon the point. The plan proposed by the 
resolutions gave ample time for the Bank to make all necessary 
preparations without injury to the commercial interests by too 
sudden a contraction. The subject of the quantity of the circu- _ 
lating medium necessary for commercial transactions was one 
of the greatest importance; it was one, however, in which it was 
impossible to fix any nice proportion, and in his opinion, the 
only criterion of a circulation being sufficient 
or excessive was to be found solely in its value 
when compared with the precious metals. The 
real value of paper could only be ascertained by its convertibility 
into specie. If that test was adopted it made little difference 
what the circulating medium was composed of. In LanclIShire it 
chiefly consisted of Bills of Exchange, which was found to 

. succeed perfectly in that county. If any country or district was 
possessed' of real and substantial wealth, it would Boon find a 
circulating medium for itself. The measures proposed, in his 
opinion, would lead to no inconvenience; if any could have 
arisen, they had been incUl'red already, and if Parliament would 
steadily adhere to the course recommended, they would see the 
ancient standard restored without material distress to anyone 

128. Lord Lauderdale made some severe remarks upon the 
strong speech made by Lord Liverpool in favour of the very 
doctrines he had been twelve years in controverting. Lord King 
heartily approved of the resolutions, and especially that the time 
was fixed by Parliament, when the Bank' should resume cash 
payments, as the publio would now have a security beyond the 
discretion of the Bank directors. The numerical amount of 
Bank notes could be no guidance for the amount of issues. The 
only rule which could be given for their regulation was to keep 
gold at the Mint Price. This was the only check on the vicious 
practioe which 22 years' usage had accustomed some to consider 
as the natural state of the Currency of the country 

129. Lord Grenville spoke with great earnestness in favour 
or the resolutions, and his sentiments deserve most particular 

'e2 
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attention, because he was one of the Cabinet who originally 
proposed the Restriction Act. He now, however, came forward 
to repeat, in the most emphatic terms, what he had already 
avowed, that he considered the restriction as one of the greatest 
calamities under which this suffering country laboured. He had 
frequently had occasion to lament and deplore the part which he 
had himself taken on its original proposition, in prolonging it 
for the term of the then existing war. Having avow~d his error 
in so doing, as became an honest man, J at the commencement of 
the last war, and having foreseen, but too truly, all the misery 
that followed, he felt great joy that the country could now look 
forward with certainty to the repeal" of that injudicious and 
unfortunate measure. There was no difference in principle 
between the excessive issues of the Bank of England and those 
of Austria, Prussia, and Russia. He was most anxious to place 
on record his opinion, that the evils of the restriction had far 
counterbalanoed its good, and that future statesmen might know 
that the opinion that this measure had saved the country was 
not unanimous. He hoped it would be recorded of him, as his 
decided conviction, that in proport\on to the danger under which 
the country'laboured, was the impolicy and desperate madness 
of such a measure as they were now considering how to rescind. 
Whatever temporary advantages might be furnished to indi
viduals from too liberal issues, those very individuals generally 
suffered tenfold injury. While the Bank was lending money 
with one hand, with the other it was shaking the foundation of 
contracts, affecting aU prices, involving the country in distress 
and individuals in ruin ten times greater than any benefits they 
could derive from liberal issues. Increased bankruptcies in
variably followed increased issues. The miseries of 1816 were 
the' sure consequences of the extravagant issues of the pre
ceding year; the country bank paper, which was not propped 
up by law like Bank paper, was fearfully depreciated and had 
involved the whole kingdom in general desolation. Trade, 
commerce, agriculture, the classes even most remote from any 
connection with the paper system, found themselves suddenly 
consigned to total and inexplicable ruin. The sight of the misery 
thus caused would fill them with horror. In commerce, as in 
war, there could be but Qne sure basis of management, and th~t 
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was a Currency regulated by a standard of metallic value. Not 
that metal was necessary as metal, but as possessing value. 
It was impossible to represent value except by value. For 
this reason, all civilized countries' bad adopted a metallic 
standard. The original names of the divisions of m<v1ey in 
all known languages referred to the weight of the metal. It; 
was.so among the Hebrews, the (jreeks, the Romans, the French, 
the English. The pound in England, and the livre in France, 
were originally a pound weight of meta1. The weight of the 
metal had been diminished in each country in the coins at 
different periods, but each case of such reduction was a fraud 
npon the people, and it had always been done in times of dis
content and turbulence. It was attempted to be done In the 
days of Edward VI., but the advisers of the measure were com
pelled to retrace their steps through fear of an insurrection. It; 
was time, therefore, to return to a fixed measure, and to put an 
end to a system of variable value, when every one's property 
. was at the mercy of a body of individuals. We must have a 
Currency. c.'Stablished on public faith-on public laws. The 
depreciation of the Paper Currency had been nearly one third, 
and everyone who held it had lost to that amount. There was 
no disposition now in any class to deny this. The Directors 
of the Bank of England alone refused to admit the principles of 
the Bullion Report~so wisely and irrefragably established by 
that great man, the late Mr. Horner-a report, which could not 
be read without instruction and admiration, for the depth and· 
soundness of its doctrines, and bitter regret for the _ premature 
loss of a statesman who was so well calculated to serve and 
adorn his country. If the Directors would only now believe in 
the Bullion Report, there might be some hope of them, but as 
they did not, they were the last persons who should be left to 
manage the Currency at their own discretion. He did not believe 
in any calculations as to the quantity of circulating medium 
necessary. It was now time that the connection between the 
Government and the Bank of England should be dissol ved. It 
was in direct violation of the principles upon which the Bauk 
was founded. They must revert to the legitimate standard of 
this coun,try, in respect to its currency. It was not the value 
of that currency, but the value of the metal by which it Willi 
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regulated, as paper was regulated by the price of bullion. In 
the Bullion Report, which hereafter, he did not doubt, would 
form a standard, constant and unerring, in ,the 
political economy of this country, of whose extraordinary merit 
he was not aware until lately, this subject was clearly defined. 
He gave his entire, unlimited, and nnqualified approbation to thl' 
ministerial resolutions 

130. Such are short outlines of the speeches of Lord Liver
pool and Lord Grenville upon this momento!ls question, which 
well deserve to be studied at length in the present time, when 
many of the heresies and fallacies they combated so strongly and 
convincingly, seem springing np again in the public mind. The 
resolutions were then put and a.,rrreed to without a division 

131. The resolutious in the Commons were introduced by 
Mr. Peel, on the 24,th May, who freely owned that, in consequence 
of the eVidence he had heard, and the discussions npon it, his 
opinions had nndergone II material change. He acknowledged, 
without shame or remorse, that his opinions were very different 
now to what they were when he voted against Mr. Horner's 
resolution in 1811. Having determined to dismiss from his 
mind all former impressions, and the memory of the vote he 
had formerly given, and to give the question his unprejudiced 
and nndiVided attention, he had now come to the conclusion that 
Mr. Horner's resolutions represented the true nature and laws of 
our monetary system. Every sound writer agreed that the true 
standard of value consisted of a definite quantity of gold bullion, 
II certain weight of which, with an impression on it denoting it to 
be of that certain weight aud fineness, constituted the only true, 
intelligible, and' adequate standard of value. No doubt the Bank 
was perfectly solvent,'but did it follow from that there could be 
no over-issue of its paper ? If solvency alone was II sufficient 
proof that there was no excess of circulation, the theory of Mr. 
Law was just, and the land, as well as the funds, might be safely 
converted into a circulating medium. There was, in fact, no test 
of excess or deficiency, bnt a comparison with the price of gold. 
As the Bank had so entirely repudiated the principles of the 
Bullion Report, they could not be expected to act upon them; it 
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regulated, as paper was regulated by the price of bullion. In 
the Bullion Report, which hereafter, he did not doubt, would 
form a standard, constant and unerring, in the 
political economy of this country, of whose extraordinary merv·t. , 
he was not aware until lately, thiS" subject was clearly define 
He gave his entire, unlimited, and unqualified approbation to th 
ministerial resolutions 

130. Such are short outlines of the speeches of Lord Liver
pool and Lord Grenville upon this momentous question, which 
well deserve to be studied at length in the present time, when 
many of the heresies and fallacies they combated so strongly and 
convincingly, seem springing up again in the public mind. The 
resolutions were then put and agreed to without a division 

131. The resolutions in the Commons were introduced by 
Mr. Peel, on the 24th May, who fi'eely owned that,in consequence 
of the evidence he had heard, and the discussions upon it, his 
opinions had undergone a material chauge. He aCKnowledged, 
without shame or remorse, that his opinions were very different 
now to what they were when he voted against Mr. Horner's 
resolution in 1811. Having determined to dismiss from his 
mind all former impressions, and the memory of the vote .he 
had formerly given, and to give the question his uuprejudiced 
and undivided attention, he had now come to the conclusion that 
Mr. Horner's resolutions represented the true nature and laws of 
our monetary system. Every sound writer agreed that the true 
standard of value consisted of a definite quantity of gold bullion, 
a certain weight of which, with an impression on it denoting it to 
be of that certain weight and fineness, constituted the only true, 
intelligible, and' adequate standard of value. No doubt the Bank 
was perfectly solvent,'but did it follow from that there could be 
no over-issue of its paper? If solvency alone was a sufficient 
proof that there was no excess of circulation, the theory of Mr. 
Lttw was just, and the land, as well as the funds, might be safely 

,converted into a circulating medium. There was, in fact, no test 
of excess or deficiency, but a comparison with the price of gold. 
As the Bank had so entirely repudiated the principles of the 
Bullion Report, they could not be expected to act upon them; it 
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might, therefore, alear necessary to prescribe such a limitation 
of their issues as would secure the power of the Bank over the 
foreign Exchanges. He himself thought this a v-ery unwise plan 
because it depended so much on circumstances, whether or not 
there was an excess of circulation. There were occasions when 
what was called a run on the Bank might be arrested in its 
injurious consequences' by an increase of its issues. There were 
other occasions when such a state of things demanded a curtail
ment. In the year 1797, when a rnn was made on the Bank, 
.. when the Exchanges were favourable, and the price of gold 
had not risen, it was prov-ed that an extension of issues might, 
by restoring confidence, have rendered the original restriction 
unnecessary. On the other hand, if the run was the effect of 
unfavourable Exchanges and the consequent rise in the price of 
gold, the alarm must be met by a reduction of the issues. It 
was, therefore, impossible to prescribe any specific limitation 
of issues to be brought into operation at any period, however 
remote. The quantity of circulation which was demanded in a 
time of confidence varied so materially from the amount which a 
period of despondency required, that it was an absolute im
possibility to fix any circumscribed amount. He said that the 
time was come when the connection that existed between the 
Government and the Bank must be dissolved, and it must revert 
to its original principle of business. The obstinate opinions of 
the Directors of the Bank shewed that they were Unfit to be 
trusted with the management of the pecuniary interests of the 
British community. The House must resume its powers which 
it had abdicated too long. There could be no inconvenience in 
compelling the Bank to pay in specie at the Mint Price. They 
had done so from 1776 to 1797, and the price of gold never rose 

'above £3 17 s. 6d. But it was said that it had since risen to 
, £5 2s., and that the standard was variable. The fact was, we 

h;w. since then introduced a suostitute for gold" and its price 
was considered in relation to that substitute. Let not the Rouse 
be led away by any calculation to mistake the price for the 
value. When people talked of gold rising in price, were they 
prepared to shew that it had risen in intrinsic '(}alue? Let 
them not talk of its price in paper, but in any other commodity 

" of a real and fixed value. 'So far from gold having risen in ralue, 
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firmness of King William and Mr. Montague triumphed over 
prejudices in theory, misconceptions in reasoning, and the 
greatest financial and political difficulties. The idea that this 
country owed its glory and military honours to an inconvertible 
paper currency was ridiculous; we had abundance of prosperity 
and military glory before 1797, before we were blessed with an 
inconvertible Paper Ourrency. The true reason of her difference 
from other States was that she always kept her faith inviolate. 
It was this that cheered the country under all dangers, and 
caused her to exult in victory. It was this feeling that carried 
the country through the dismal voxage she had just accomplished, 
and now that they had reached the other shore in safety, let them 
not abaudon the great principle which had supported them. 
Every consideration of policy, good faith, i\nd justice, called upon 
them to restore the ancient and permanent standard of value. 
He allowed that he had once entertained views different from 
those he now held, but he had' given his mind candidly to a 
re-investigation of the whole subject, and he felt himself bound 
to state honestly, that he was' now a convert to the doctrines 
.regarding our currency he had once opposed 

132. The debate that followed was chiefly composed of a 
strain of congratulation and, rejoicing at the course adopted by 
the Government and approval of the resolution. Mr. Tierney 
was averse to compliment Mr. Peel too much, as he was thereby 
only complimenting the opinions he himself and his friends had 
been advocating for many yea.rs. But, nevertheless, it was a 
source of sincere pleasure to him, to see the maxims he had so 
long been contending for adopted as true policy by the House, 
especially as such ample justice had been done to them by 
Mr. Peel, who now avowed them for the first time. Mr. Ricardo 
said that, when the directors of the Bank were called individually 
before the Oommit,tee, they fully admitted that the price of gold 
and the foreign Exchanges were affected by. the amount of their 
issues, but, when collected as a court they resolved in direct 
opposition to. such opinions. When they avowed such incon
Jlistent opinions, and after the experience the House had had of 
their conduct, it would be t11,e highest indiscretion in Parliament 
not to take the preparations for t.heresumption of cash payments . -
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ont of their hands. Mr. Alderman Heygate was almost left 
alone, to adhere to the opinions of Parliament in 1811; he 
maintained that no depreciation of the paper did exist at that 
time, or ever could exist. However, the current of opinion was 
so strong and nnanimous, that, though some unimportant amend
ments were brought forward, modifying some details in the 
resolutions, but not at all deuying their general truth, these were 
aU· withdrawn, and the resolutions were passed without a dis
sentient voice. Mr. Canning declared, amidst loud and general 
cheering, that it was the unanimous determination of Parliament 
that the country should return as soon as possible to the ancient 
standard of value, in the establishment of 6 Metallic Currency. 
The bill passed the Commons with little further remark . 

133. In the House of "Lords the }:[arquis of Lansdowne 
rejoiced at the introduction,of the Bill, on account of the sound 
principles of political economy it contained by recognising a 
metallic standard as the only safe foundation for the circulating 

. medium. It recognised the great principles, that the price 
of gold and the foreign Exchanges depended upon the state 
of the Currency. He hoped the country never again would hear 
the wild theories about the Currency which had been so prevalent, 

'which were very properly stigmatised by the bill before them, 
"every enactment of which declared their falsehood. By acting 
on those ruinous ideas, the country had been burdened with an 
'overwhelming mass of debt, and taxation. The Earl of Liverpool 
said the bill had met with no opposition, and required no 
defence. The chief provisions of this Act, Statute 1819, c.49, 
were-

1. "The Acts then in force for restraining cash payments 
should be continued till' the 1st May, 1823, when they were 
finally to cease" " 

2. "That, on and after the 1st February, and before the 1st 
October, 1820, the Bank of England should be bound, on any 
person presenting an amount of their notes, not less than of the 
value or price of 60 ounces, to pay them on demand at the rate 
of £4 Is. per ounce, in standard gold bullion, stamped and 
araayed at the Mint .. 

3. "That between the 1st October, 1820, and the 1st May, 
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18%~ it should pay in • similar ~ in gold bulliOll at the 
au cd n I9&. Cd. pee 0tIDCe" 

4. .. That between the lilt Yay, 18!1, and 1st Yay, 18%3. 
the Dte cd gold bullion should be £3 li'L 10ld- pee ~ 

a. .. During the first period above mentioned, it might pay 
iB gold bullion, at any ~ less than £! IL, and DOt lesa thaD. 
n 19L Cd. pee ounce in the aecond period, at any rate. le.sB 
than £3 I9&. 6d., and ~ le.sB than.U Ii'L IVld.., upon ghing 
three dayi notice in the • Gazett.e,' and spoc-ifying the rate; but.. 
aftao doing 110, they were not tD raise it ~"'&in. .. 

6. • These paymenbJ 1I'ere to be made in bani or in.,<FOb! of the 
1I'e~r>ht of 60 OZII. each, and the Bank might pay any fradional 
&IDIllesi than 40&. above that in the leg--.J silver roin .. 

1. .. The tzade in gold bullion and roin ns declared entirely 
free and 1IIJl'eStrB.iDe • 

134. In ronjuDctio1l with this Act., • meEt salutary measure 
1I'I1II pa!Iged (&.atuU 1819, c:.. 76). to rlllt • stop to the eTil .... hich 
the Ea.nk cIirectorB tbelIlilf:lTes a.lleged had ~crht about the 
catailtropbe of 1191, ~ the enonnOll!l BIIIDS the GoT'ernment 
had beeIl in the habit of demanding from the Bank by ..... y of 
advanoes, vithout any Parliamentary 1leeIlrity, .... biclt Yr. Pirt 
had &0 grossly abll!!ed.. By this .A.c:t; the Bank 11'88 forbidden to 
make &Ily adl"&1lCeS of any description, 1rithout the express and 
distind autboritJ of parliament for that purpose first had and 
obt&ined 

135. "Thus, at length, this grE'JIt act of national gtoOd faith 
1I'B8 1ICt'JOIIlPlished. The final triumph of these great principlfll of 
truth and honesty is • memorable example of the innate power ct 
truth tD gain the 1I1timate Tid.ory .... hen allowed the inestiJJlIihle 
ad~<>e of free c1iBcu&sion. No one CJf ordi.na:ry intelligence 
1riIl IlCAf l'eDime toO deny that the Curreney .... ,.s greatly depreciated 
at the time the Bnllion Commjttee 1I'ere appointed, and if the 
ooin had beeIl degradOO to the value of the paper, it .... onld fiimply 
have been a national ba.nhnptcy. An amazing amount cd in
!!,eIOOUi IIOphmly 11'88 employed, DO doubt much of it proceeding 
bvm honest though mist&kMl conviroon, a &till larger portion of 
it ari&ing from the l!IIpIIOilfd intaestB of commerce, to mainwa 
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that Bank 'Notes were not depreciated. The real truth, however, 
was discovered by Mr. Thornton aud Lord King, and published 
by them, in the pamphlets alluded to above. It was unhesitatingly 
a.dopted by the greatest statesmen of that day; as appears by the 
Report of the Committee of 1804; it walt then pronounced more 
loudly and distinctly, and with greater authority by the Bullion 
Committee in 1810, but it was ridiculed and condemned by the 
great majority of the commercial world, whose wild speculations 
it had a tendency to curb, and rejected by an immense majority 
in Parliament in 1811. But the labour was not wasted in vain. 
The seeds of truth were firmly planted in the public mind; the 
doctrines, thus despised and rejected in 1811, were sifted and 
discussed by the public during the next eight years, aud when the 
next discussion upon them took place in 1819, they had obtained 
the irresistible ascendency in ,the public mind, so that they were 
enthusiasticaily adopted by Parliament without a dissenting voice 

• 
136. The overwhelming preponderance of mercantile opinion 

in 1819 adhered to the doctrines of the Bullion Report. One 
body alone obstinately refused to be convinced-the majority of 
the Court of Di~ectors of the Bank of England. Six of their 
directors had given their evidence in favour of the new doctrines; 
but the court determined, with inveterate pertinacity, to have a 
last fling at them, and passed the resolution we have already 
quoted. It took eight years longer for the light to penetrate the 
Bank parlour. At length, in 1827, the Bank was at last com· 
pelled to strike its colours, and the resolution of 1819 was 
solemuly expunged from its books 

137. When, as we have already seen, the doctrine of the 
rise of the Market Price of bullion, and the fall of the forcign 
Exchanges from a depreciated currency, were so well understood 
by the merchants and statesmen of 1696-97, and the political 
economists of the last centnry, it may be interesting to inquire 
what was the fallacy that so long impos<!d upon men of undoubted 
ability, and who doubtless held their convictions iu perfect good 
faith and honesty? . What was the cause of the great degeneracy 
in sound doctrine between 1696 and 1811, so that it became 
necessary to argue the question from its" very foundations P It 
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was this, that the men of 1696 could see that the coinage did 
not contain much more than half of its proper weight of bullion. 
But the men of 1811 failed to see that the Bank note could only 
preserve its value by· maintaining a certain proportion with the 
Metallic Currency. . That an excess of quantity of the notes 
diminished their value relatively to gold; and this diminution in 
the value of the promise compared to what it professed to repre
sent was exactly identical in principle with a debasement of the 
~oinage by alloy, or a depreciation of it from deficiency in weight 
of bullion. When the Bank note became the measure of value, 
it was imperatively necessary that they should be able to purchase 
in the market the weight of bullion they professed to represent. 
When bullion rose to £5 lOs. when paid in Bank notes, they 
were exactly in the same predicament as the coinage was under 
William IlL, when it had lost 25 pet cent. of its weight. The 
diminution in the· weight of the coinage was palpable to the 
senses, the diminution of the value of the "p~omises· to pay" was 
only perceptible to the eye of reason and intelligence, and long 
escaped the observation of men who conscientiously disbelieved it 

138. We will now bring this long but important discussion 
to a close, by observing that the grand principles of the Bullion 
Report are not what are properly termed matters of Opinion at 
all, but of Demonstration. Persons of the most excellent taste 
and judgment may entertain the' widest differences of opinion 
on th~ comparative merits of various poems, or pictures, or 
pieces of music. There is no absolute standard of truth, which 
will enable any mau to assume the office of arbiter on any of 
these subjects; at least none has yet been discovered. Different 
poets, artists, and musicians are most in harmony with different 
mental constitutions, of which there is no unerring standard of 
excellence. So in politics, it is a pure matter of opinion and 
judgment which is the best form of government, and which ifj 
most suitable for any particular people. But the principles of 
monetary science, as laid down in the Bullion Report, are matters 

. of a totally different nature, they are matter8 of pure geometrical 
demonstration. They are no .more matters of opinion, in thl1 
proper sense of the expression, than the demonstrations of 
Euclid are matters of opinion. It is acknowledged that there is 
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an absolute standard of truth in such matters. There are many 
excellent persons, and of good ability in other respects, whose 
mental cOllstitution is such that they never can follow out the 
train of reasoning, which establishes the truth of a certain 
famous proposition in Euclid. But we never heard of anyone 
writing a pamphlet against the pons asinoTum. Now, the famous 
doctrine of the regulation of the Paper Currency by the price 
of bullion is demonstrably true, and it is as vain to write 
pamphlets against it as against Euclid, B. I., prop. 5. When, 
therefore, a modern author says, .. the fundamental error· of 
Mr. Hnskisson, and the Bullion Committee, on the subject, con
sisted in the principles which they laid down as axioms; that the 
measure of the depreciation of the Currency was to be found in 
the difference between the Market and the Mint Price of Gold"; 
this sentence is as wise as if one were to say, "the fundamental 
error of Cocker, and subsequent writers on arithmetic, is the 
principle which they adopt as an axiom that twenty-one is equal 
to twenty-one"; and when he says a little further on, It for as 
Bank notes never Bank in value compared with specie, whatever 
party spirit may have affirmed to the contrary," he makes a 
statement which there is overwhelming evidence to prove to be 
untrue. 
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Tablo shewing the cltief variations in the Market Pr£C6 of Gold 
Bullion from 1790 to 1819, and the true value of (he Bank 
of England .£1 Note dunilg the Restriction, 

Market P";ce of Gol.! Real Value of the 
Uulhull. Bank Not •• 

January,1790 } .. 
£ I, d, £ s, d, 

to ,. S 17 6 ., 
August 25, 1797 
September I, 1797 } 

to .. .. 8 17 100 •• .. 1 0 0 
Ootober 19, 1798 . 
Ootober 26, 1798 '} 

to .. .. 8 17 9 .. .. 1 0 0 
September 13, 1799 

......... "··"'l to ,', No quotation, 
April 6, 1804 • 
A pril13, 1804 

to .. .. 4 0 0 .. .. 0 19 G 
Ootober 15, 1805 
October 22, 1805 } 

to ' .. No quotation, 
Ootober 2, 1810 ; 

Ooto1ler 9, 1810 .. .. .. 4 5 0 .. .. 0 18 4-2 
February 12, 1811 .. .. 4 12 0 .. .. 0 16 11-4 
March 26, 1811 " .. .. 4 16 0 .. .. 0 16 3 
Ootober 25, 1811 .. .. 4 18 0 .. .. 0 15 11 
Ootober 2, 1812 .. .. 5 7 0 .. .. 0 14 5 
January 22, 1813 .. .. 5 4 0 .. .. 0 15 0 
August 6, 1813 •• .. .. 5 10 0 .. .. 0 14 2 
February, 1814 •• .. .. 5 8 0 .. .. 0 14 .4'2 
April 12, 1814 •• ' .. .. 5 5 0 .. . . 0 14 ' 9., 
May 31,1814 .. .. .. 5 S 0 .. . . '0 15 1'7 
June 7,1814 .. .. .. 5 0 0 . . .. 0 15 7'2 
June 28, 1814 .. .. 4 10 0 .. .. 0 17 4 
September 20, 1814 .. .. 4 .6 ,0 .. .. 0 18 1:6 
November 15,1814 .. .. 4 8 0 .. .. 0 17 ,8'7 
April 4, 1815 .. .. .. 1) 7 0 .. ," 0 14' '5 
June 9,1815 .. .. .. 5 5 0 .. " . 0 14 10 . 
June 30, 1815 .. .. .. 5 0 0 .. .. 0 15 7'2 
July 7,1815 .. .. .. 4 14 0 .. .. 0 16 7-2 
August 4, 1815 " .. .. 4 10 0 .. .. 0 17 4 
September 15, 1815 .. .. 4 9 0 .. .. 0 17 6'8 
Ootober 13, 1815 .. .. 4 S 0 .. .. 0 18 9'5 
January 2, 1816 .. .. 4 2 0 .. .. 0 19 0'3 
April 9,1816 .. .. .. 4 1 0 .. , .. 0 19 3'1 
April 2il, 1R16 .. .. .. 4 0 0 .. .. 0 19 6 

, July 9,1816 .. .. , S 19 0 .. .. 0 19 8'7 
Ootober 8, 1816 l· 0"19 to .. 8 18 6 .. .. 10'2 
April 4, 1817 

.. 

April 18, 1817 .. .. S 19 0 ' .. ' .. 0, 19 8'7 
JlUY,18,1817 .. .. 4 0 0 .. o 19 6 

, , .. 
4' I' 0 O' '19" 3'1' January 23, 1818 .. .. .. .. 

February 13, 1818 .. .. 4 2 6 .. ," 0 18 11 
Ootober 6, 1818 " .. .. 4 2 0 .. .. 0 19 0'8 
January 22, 1819 .. .. 4 S 0 .. .. 0 18 9'5 
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CHAPTER XI 

FROM ·THE ACT FOR THE RESUMPTION OF CASH 

PAYMENTS IN 1819 TO THE BANK ACT OF 1844 

1. The great Act for the preservation of the national good 
faith, the restoration of the measure of vaJue, was accomplished 
amidst universal applause; but, unfortunately, it had no sooner 
become law, than an unusually severe and long-continued dis
turbance in the ordinary proportions of supply and demand in a 
great variety of productions took place. The violent fluctuations 
in prices, which necessarily followed this great derangement 
caused much public distress, and afforded an opportunity for the 
antagonists of the Act of 1819 to acquire such strength as to 
induce the Goverument to tamper with the Act before it came 
into fnll effect 

2. The utter prostration of all the great producing interests 
of the country in 1815-16, had caused such severe distress as to 
diminish the consuming powers of the people to an enormous 
extent. The importations of the great articles of consl1mption 
in 1816 were, in most cases, not half what they had been in 
1814. In 1817; when the general prosperity was reviving, the 
shortness of the supply caused a very general and rapid rise in 
prices of all commodities. The inevitable consequence followed, 
speculation began to revive again, and was much fostered in 0 

1818 by an expected dearth of provisions. A long-continued 
drought from May to September was supposed to have destroyed 
the greater part of the crops, and, as imported produce was 
lin usually low, the prices of all sorts of farming produce rose to 

• an extravagant height. Enormous importations of wheat, added 
to the home crop, which turned out considerably better than Wall 

expected, caused rather a reduction in the price of that, but all 
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other sorts of farming _produce -mounted up to a. .great height, 
barley being at 63s. 6d., oats at. 35s., beans a&76s., and,peas at 
70s., in December, 1818. ,The high prices thus held out in this 
country caused importations on a scale of -enormous magnitude 
at the close of 1818. After deducting the quantities re-exported 
the importeof colonial and foreign produce were more than 
double what, they were in 1816. Mr. Tooke well remarks that 
before any great turn in the prices of commodities, there is 
usually a pause of -more or less duration before it finally declares 
itself, like the slack watei' at the turn of the tide. There is a 
period during which sales are difficult or impracticable, when the 
prices are at a maximum, the buyer refuses to submit to them; 
and when they are at a minimum, the seller refuses to submit to 
them. A struggle of this nature prevailed through the autumn and 
winter of 1818-19, and just as the Act for the restoration of cash 
payments passed, the fail in prices was decidedly in progress· 

3. The usual consequences followed these extra'vagantim
portations. Importers,'trusting to the prices of 1817, had given. 
orders to the growers, based upon these plicee, and, _ when the 
crops came to be brought to market, the price had given way. 
Failures, accordingly, were numerous -in 1819, both in England 
and in America, the necessary consequence of a transition from 
high prices, caused by scarcity, to low prices, arising from excess 
of supply. Towards the autumn of that year commercial credit 
had revived. The great importations of wheat in 1818 somewhat 
reduced the price in 1819, but it stood at ,(58. in Auguat, and the 
average for the whole year was 72s. 'This price continued, with 
a few fluctuations, till August, 1820, and at that time wheat 
was still 3t 72s. A decided and unanswerable proof that the 
discussions in Parliament, and the Act for the resumption of cash 
.payments, had no effect at all on the price of corn. Although 
the Bank was permitted to pay its notes in gold, at the rate 
of £4 Is. per ounce, yet they were actually at par, as the market 
price of gold fell to £3.178. IOtd. in August, 1819, and con
tinued at that rate till June, 1822, when it fell to £3 178. Gel • 

.- The whole of Mr. Tooke's observations on this great crisis are pe~ectly in
valuable, and -must be read at length by every one who wishes to form a 
fafrjndgment on the subject.-Vol. II:; pp.60.1l6 -" . -. -

VOL. II •• B 
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And, in fact, it must be remembered, that for a great part of 
1816-17 the note had. been within a few pence of par, and had 
not varied more than about 0 per cent. from par since that time 

4. The spring of 1820 had been unpropitious, aud vegetation 
backward, until the 18th of Juue, when some warm and very 
brilliant weather occurred just at the critical pedod of the 
blooming of the wheat. In July some wet weather excited fears 
for the crpp, and the prices advanced to 728., but the weather 
became very fine in the beginning of August, and theuceforth 
continued. most propitious during the' ripening and gathering 
of the harvest. The result was a harvest of most extraordinary 
abundance, and excellent quality. And even its unprecedented 
exuberance did not become fully' known till two or three years 
afterwards, when it was not yet exhausted. The best authorities 
calculated that the quantity of the crop of 1820 was one third 
above the average. In July, 1821, wheat had fallen to 5lB. from 
728. in August, 1819. May, June, and July, 1821, were cold and 
wet, and the harvest very late; wheat rose to 628. in September, 
but the quantity produced was extremely large, 'and the quality 
very bad. In cousequence of the enormous unexhausted stock 
of 1820, wheat fell to 508. at the end of 1821, and to 428. in 
August, 1822. The harvest of 1822 was remarkably good both 
in quantity and quality, and was got in early, long before the 
preceding crops had been consumed. In addition to this, the 
importations from Ireland were on an unprecedented scale. In 
1817 com was obliged to be exported to Ireland; in 1820 and 
1821 Ireland exported to England upwards of 4,000,000 quarters 
of grain of all sorts. The natural and inevitable consequence 
of this was an immense and ruinous fall in the prices of all 
agricultural produce. Wheat fell to 388. at the end of 1822 

5. The accumulation of treasure became so rapid in the 
vaults of the Bank in 1820, that early in 1821 the directors felt 
themselves in a position to resume cash payments, and an Act was 
passed to permit them to do so on the 1st May, 1821, instead of 
in 1823. By this time the Government had repaid £10,000,000 
of the debt it owed to the Bank, which all the witnesses agreed 
was a neceBBarl preliminary to enable the directors to contract 
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their own issues. The Statute 1821, c. 26, enacted that ,the 
Bank migM resume payments in gold coin on the 21st May, 
U21. That persons offered to be paid in coin should not have 
the right to demand ingots. That if the Bank did not offer to 
pay in coin, the right to demand ingots should continue. The 

. last impediments to the export of bullion were swept away. The 
Bank was bound to exchange their larger notes for anyone who 
demanded it, for £1 notes or gold coin, but they had the option 
of payment in gold or notes 

6. The extravagant height to which the combined effects 
of an unusual and long-continued scarcity and the greatly depre
ciated currency, in which payments were made in 1811 and 1812, 
had produced the most extravagant speoulations in farming. 
Barren wastes were reclaimed at an enormous expense,. which 
never could have been repaid, except by maintaining corn at 
famine prices. Rents and debts had advanced in a similar pro
portion, and all classes of agriculturists, farmers, and landlords 
had adjusted their expenditure according. to the new scale of 
prices which they expected would endure. .Family settlements 
and encumbrances were calculated on the same basis. Imme
diately after the peace, the greaffall in the price of all sorts of 
agricultural produce, both from greater abundance and the 
destruction of the rQtten country paper currency, threatened all 
persons connected with the" landed interest" with general ruin, 
and, after a considerable struggle, the Corn Bill of 1815 was 
passed, the intended and expected effect of which was to prevent 
wheat ever falling below 80s. a quarter. The" landed interest" 
calculated that, with the" cost of production" of which they 
considered "rent" as a necessary element, wheat could not be 
grown with a profit at less than 80s. a quarter, and the intention 
of that Act was to secure that price to agriculturists. Buoyed 

. up with delusive hopes, and firmly believing that the Act had 
for ever nailed up wheat to 80s. a quarter, the farmers received 
a fresh stimulus to speculation, and vast sums were laid out in 
further extending the cultivation of barren wastes. However, 
the circumstances we have already detailed disappointed all these 
calculations,' and wheat stood at 38s. at the end of .1882 ~n 
defiance of the Act w~ich said it ought to be at 80.~. 

H2 
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'1. The advocates of a national bankruptcy had been in mch 
a small minority in 1819, that they scarcely uttered a word in 
Parliament, much less attempted a diYision. When the distress 
can..<:OO by the fall in prices began to pinch some classes in the 
couutry, they began to gather strength a"uain, and commenced 
an attack on the Currency Law ou April 9, 1821. This attack 
proved a complete failnre, being rejected by a majority of HI 
to 27. As prices continued to fall during that year, the distress 
continued to increase, and early in 1822 a Committee of the 
Honse of Commons was appointed to report upon the subject. 
They presented their report on the 1st of April; but it did not 
contain a word imputing the low state of prices to anything 
connected with the currency. They attributed it to the unprece
dented abundance of a,,"l'icultural produce, and proposed plans 
for affording the farmers aud others relief by temporary advances 
of Exchequer bills, until the glut in the market had diminished. 
They recommended that the limit of 80.. should be reduced to 
'10&., as 808. represented a higher value at that time than in 1815. 
In the debate that followed, the first symptoms were manifested 
of the determination to make an onslaught on the Currency Act 
of 1819. But Lord Londonderry ridiculed the idea that the 
currency had anything to do with the question, and said Members 
had only wasted preoions time in bringiug it forward. But he 
declared that he entered his most solemn protest against the 
purpose of these Members to induce Parliament to commit the 
most flagrant deviation from sound policy and common honesty
a breach of faith towards the publio creditor. Could a British 
Honse of Commons sanction mch a measure, it would relieve no 
class of the community; but it would onlrwhelm all classes with 
ruin. Were it possible for them to be dishonest and base enongh 
to listen to a project of national bankruptcy, the mult mnst be 
most calamitous. If a Parliament could be found so degenerate, 
and a people so destitute of honour and common honesty. as not 
to start at the idea of snch an abandonment of principle, the 
most sordid calculation would forbid the adoption of such a 
measure 

8. The.£1 note is!Ues of the country bankers in England 
had been suppressed hI statute 1777, Co 30; but in 1797 iliel 
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were 1I~\in l't'rmiUl'Il. and, by 'rarious Acts of Parliament, this 
~rmission was continut'd till two years afWr the resumpti~)n ot' 
cash Imynltmts by tbe Dank of England. By the (lp~~rl\tion 
of tht'SG 80vernl Acts, they mus~ have ht.\t'n withdrawn in 18~5. 
The distress, hO\Te~r. which WllS attributt'd by so numt'l"OUS and 
powerful a party to Lhe contraction of the currency. "'1\8 employed 
to indul'O Ministers to relax this restriction, and country baukero 
\\'t're ~rmittod to continue their £1 notes till t.ho expiry of the 
Th\nk ChlU'tur in 188S. (Statute lSU. 0. 10.) In ordor to 
improye Lhe quality of tho country bank no~, the OOY('rnment 
attOOlptcd to enrer into ne~til\tions willi the Th\nk of England 
to permit joint stod~ banks to be formed at a distant'e of 66 mil~s 
from London. The Government was satisfied thl\t if joint stock 
banks on Ule &10tch system conld be formed, it would add mnch 
to Ule stability of publio oredit. Lord Londondorry l,ronounc\ld 
a warm eulo~y npon the Sootch banI..-s. and said UU\t it '\\1\9 Ule 
wish of the Ministry that a similar system should be introduCl.'Il 
into England. The bribe to the Bl\nk of Engllmd to consent 
to this IU'rangemont WI\8 an extension of Ulolr ChtUte1' for lou 
,YCIU"S. But t.he nt'gotiation (ailod 

9. Tho atUicl .. npon the Aot of 1819, thrown out in the 
discuRsion of UUI Agricultural Distress nepor~ were merelJ 
pl\'pnratory toa formal onslaught on the Act itscif. On the 
UUl of June, 1822. Mr. Wosrern moved for a Committee to 
inquire into tho effect of the Act upon the general intol'llSta of 
Ule empire. The burden of his sllt'I'I'h WI\8 that aU the distress 
tho country W1\8 then sum~riug "'1\8 duo to the Aot of 1819. and 
to Ulat only. ,,'Muh. he 81"d. had mndo a yiolont eoutrnction iu 
our currenoy at ouoe. This a&'Crt.ion. which "'1\8 the maillpillllt 
of his argulUent. is demolished by Ule simple faot Ulat the 
groat contnlotiou of Ult~ ourrenoy, 'and tIle restorntion of t.he 
note to rar. took place in 1816. Uo moreover assumed that the 
currency had boen d~'pl\.\Oiated over since tho l\.'Striction Act in 
1797. Mr. Uuskisson immt'dintoly follow('d in a ppccch do. 
molishiug the whole of Mr. West.eru's 8011histrics, oue by ouo, 
aud drawing a close parallcl bct.w~n the state of the curreUl1Y 
in 1696 and at that time: and he concluded by m(\\'iug the IiI\UU! 

reaclution that Mr. Montllgue had done in IG91l-It Tbat this, 



102 THEORY AND PRACTICE OF lJANKING 

House will not alter the standard of gold or silver in fineness, 
weight, or denomination." After 8 debate of two nights, in 
which several members who supported the motion disavowed all 
intention of tampering with the standard, Mr. Western's motion 
was rejected by a majority of 194 to 30, and Mr. Huskisson's 
amendment agreed to, ' 

10. It was strongly -alleged by one party that they were 
compelled to pay in the restored currency the debts they had 
contracted in a depreciated one, and they called for what they 
were pleased to term an "equitable adjustment of contracts." 
But the argument was futile, as they knew at the time they made 
their contracts that Parliament was pledged to return to cash 
payments within a very short period after the termination of the 
'war. Moreover, they totally left out of consideration that they 
had been able to discharge an immense amount of mortgages, 
burdens, &c., in 8 depreciated currency, which had been con
tracted in a good currency. All the mortgages and annuities on 
landed property which were contracted before the great de
preciation of the currency were paid for some years in a currency 
25 per cent. less valuable than at the time of the contract; But 
while these debtors clamoured so loudly for an "equitable adjust
ment" of contracts grievous to themselves, they never uttered 8 

whisper indicative of their wish to have an II equitable adjust
ment of those contracts where the change was favourable to 
themselves. The only instance recorded of any person making 
an "equitable adjustment" against himself, and paying his 
creditors according to the true value of the Bank note, was 
Lord King, who incurred so much resentment for his letter in 
1811. It is qnite evident that such 8- one-sided .. equitable 
adjustment" as was proposed by this party was nothing else but 
robbery. Under the double stimulus of famine prices and 8 

depreciated currency, the rents of land had tripled since the 
beginning of the war, so that properties which were mortgaged 
before it, might have been comparatively unincumbered at its 
close. But the unfortunate mortgagees and annuitants were paid 
in a fixed amount of depreciated currency, so that, when prices 
rose to meet the depreciation, they were clearly mulcted. But 
'thy had no powerful party to advocate an "equitable adjust. 
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ment" in thei); favour; and it is quite clear that no "eqUltable 
adjustment" could take place, unless all these payments were 
included in it 

11. There was one perfectly satisfactory argument to shew 
that the low prices of that year had nothing to do witli the act 
of 1819, namely, that the prices of all sorts of agricultural 
produce were equally depressed allover the continent of Europe ' 
from the same cause. The fluctuations, indeed, on the continent 
were much more violent than even in England. Wheat, in 
France, which had risen higher, fell lower. At Vienna wheat, 
which was, 114.~. in 1Ilarch, 1817, fell in September, 1819, to 
198. 6d.; at Munich wheat fell from 1518. in September, 1817, 
to 248. 5d. in September, 1820. The same phenomena were 
observed in Italy. A similar fall, but not to so great an extent, 
took place at Lisbon. What could the Act of 1819 have to do 
with these places? The speech from the throne, in France, very 
properly attributed the low prices to the enormous abundance 
of production 

12. ,But 'not only is it an absolutely certain historical fact, 
that'the Act of 1811 had not the remotest connection with the 
low prices of 1822, but it is proved by the most overwhelming 
evidence that, it caused no contraction of the currency at all. 
Mr. Turner, a director of the Bank, states-" With regard to the 
effect of Mr. Peel's bilt on the Bank of England, I can state 
fl'om having been in the direction during the last two years, that 
it has been altogether a dead letter. It has neither accelerated 
nor retarded the return to cash payments." And Mr. Tooke 
shews most conclusively that the amount of the currency,'so far 
as it cousisted of Bank of England notes and coin, was much 
larger in 1822 than it had been in 1819. That this Act caused 
any Contraction of the currency is, therefore, a statement 
most contrary to the truth. Its only effect was, what Parliament 
had over and over again solemnly pledged itself to do, to fix 8 

time for the return to cash payments, and snch, a return to 
payments in cash wonld, by its own natural operation, prevent 
the extravagant issues which the Bank had made during the 
restriction, which depreciated the note 80 per cent., and robbed 
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every creditor of one-third part of his prop~rty. The -Act of 
1819 merely restored the Bank to its condition before 1797, and 
it became subject to the same qnerring laws of nature as its 
directors had confessed it felt before the restriction 

13. - 'There is much invidiousness in endeavouring to fasten 
the responsibility of this Act upon Sir Robert Peel, as if he had 
had any either of the peculiar merit or blame of passing it 
through Parliament. The Legislature was solemnly pledged to 
return to cash payments as soon as the war was over, while he 
was yet a schoolboy in the junior forms of Harrow. There does 

-not appear to have been any speaker fantastic enough to propose 
that the Bank should never return to cash payments. The Bank 
itself, of its own accord, attempted to resume payments in cash, 
in 1817, and would have succeeded in doing so, if it had not so 
perversely rejected the principles of the Bullion Report; and if 
it had not been owing to circumstances which disturbed its 
management -in 1818, cash payments would have been resumed 
while Peel was still in that unconverted state in which he voted 
against Horner's resolutions in 1811. So far was he from 
convei'tingParliament, that he washi-mself one' of the latest 
converts, . and the Ministry conferred great honour upon him in 
allowing him; while yet so young, to take such a prominent part, 
and be the mouthpiece of -the unanimous determination of the 
Legislature 

14. By the beginning of 1823 the very inferior stock of 
1821 had been chiefly consqmed, and the crop of 1822, being 
of far superior quality, prices began slowly to rise, and the spring 
of 1823, proving very backward, prices rose rapidly, so that in 
June wheat stood at 62s.511. These plices, however, tempted 
the farmers to produce their long reserved stores; and an unusual 
quantity having thus been brought to market, wheat fell in 
October to 45s. M., but the crop turning out worse than was 
expected, prices rose a little at the end of the year, but they 
were still -37 per cent. below the .1 remunerative" 80s., which 
Parliament had beld out to farmers as the point which should 
be insured to them. It is a favourite theory with many persons 
that the rise of prices in 1823 was owing to the extension 
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of country bank 'issues, in consequence of the Act o( 1822 
prolonging the t.erm of their existence. Such a supposition, 
however, is very decisively negatived by the evidence of Mr. 
Burgess, secretary to the committee of country bankers, before 
the Committee of 1832 (Report, p. (14). He presented returns 
from 122 country banks, forming a fair evidence of the whole. 
Assuming that the issues of each bank were 100 in 1818, the 
issues of the whole were 12,000 in that year, and the following 
table exhibits their value up to 1825-

£ Difference. £ I. tl. 
1818 .. 12,200 •• 
1819 •• 11,991 •• 209 being 1 15 0 per cent. decrease from 1818. 
1820 •• 11,487.. 709 " 6 16 101 It 

1821 .. 11,352.. 848 " 6 19 0 .. 
1822 •• 10,778 •• 1,422 " 11 3 Ii II 

1823 .• 10,748 .• 1,452 ,,11 18 Oi II 

1824 •• 11,640 •• 660 II 4 11 9 II 

1825, •• 12,478.. 278 " 2 6 6f increase. 

Mr. Tooke also shews that during 1828, while the price of 
wheat was rising, the prices of most other commodities were 
falling, from which circumstances he very conclusively pro
nounces that the idea that the variations of the currency had 
anything to do with the prices in those years to be utterly 
unfouuded- " \ 

15. The continued depression of prices of agricultural pro
duce so much below what had been expected, created, no doubt, 
much distress among those persons who were hampered with 
obligations they had entered into upon the scale of 1811 and 
1812, and several petitions were presented to' both Houses of 
Parliament complaining of it. Mr. Western, not satisfied with 
the great rebuff he met with in 1822, when the distress was far 
more severe, again 'endeavoured to induce Parliament to disturb 

. • U anything were wanted to shew the utter fallacy of the idea that the con. 
traction of the currency had anything to do with the low prices of 1822, we • 
might refer to the present price of wheat. There are many clamours of a 
contracted currency at present, and yet the price of wheat ia nearly 90" per 
quarter; in the Edinburgh market it WDoS sold at 104.t. a few weeks ago, 

. lDecember, 185a.) 
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the settlement of 1819. He introduced biB motion on the 
11th June, 1823. It may be as well to take notice of BOme 
of the leading fallacies he brought forward, as they are too often 
repeated even at the present day. After saying that great varia
tions had taken place in the value of the currency during the 
preceding 30 years, which was unquestionable, he said-

" It will be admitted that a diminution of value followed the 
suspension of cash payments by the Bank in 1797; that such 
diminution continued and increased during the latter years of the 
war, and 'Up to the time of Pe6l's Bill; and that Peel's Bill, whilst 
it restored the old metallic currency, gave to it the value which 
it possessed prior to· i~ suspension. The injustice attendant 
upon an alteration of a currency in any way cannot be questioned 
a moment. The injury that was done to creditors by the Act 
of 1797 (the origin of all our difficulties in regard to currency) 
is not to be doubted, but my position is that, after a period of 
twenty-two years, the resumption of the old standard could by no 
means bean act of justice or retribution. A new currency upon 
a new standard necessarily ceases to be new in any seuse of the 
word at some period, and an old one revived again is, to all 
intents and purposes, new and productive of all the same effects. 
Is twenty-two years such a period as shall suffice so to establish 
a standard as to make recurrence to the antecedent as mischievous 
as the adoption of the new one? This is the important question; 
and I answer most distinctly, yes; and that justice required us to 
establish and perpetuate that measure of value which had been 
so long current, as near as the same conld be ascertained" 

16. The Marquis of Titchfield supported Mr. Westero's 
motion, but made BOme caustic remarks upon Mr. Vansittart, and 
his famous resolutions of 1811, saying that he might possibly be 
ridicnled for advancing axioms and evident truth- . 

" This latter danger, however, he shonld make bold to defy, 
sheltering himself nnder the fact that, notwithstanding all the 
discussion this subject had undergone, it might still be heard 
any day in society, from persons otherwise intelligent, that, in 
their opinion, to talk of the depreciation of the currency, mnst 
be nonseuse. for that they were unable to comprehend how a 
pound note at one time could differ from a pound note at 
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another-that a pound note must be a pound note always-that 
it was impossible that the same piece of paper, with the same 
ehll1'llcters marked upon it, should be more valuable at one time 
than at another; and when, above all, the famous resolution of 
1811 was recollected, he thought it would be perfectly excusable 
for him, even in that assembly, said to be so enlightened, to set 
out with the mathematical axiom that C a part is less than the 
whole'-an axiom which now that the late Chancellor of the 
&chequer wus no longer among them, he apprehended no one 
would be found hardy enough to dispute. In mentioning the 
name or that extraordiuary person, he much lamented his 
inability to do justice to the merits of so great a master of 
reasoning and eloquence, which so confounded the philosophers 
of 1811, by unfvlding to his admiring audience that the old 
finourite axiom of Euclid was nothing but a popullll" delusion, 
that in reality a part migM easily be equal to the whole; and 
that, therefore, there was no reason for doubting that the pound 
note, which required the assi~tance of eight sbillings to procure a 
gninea, was equal to the pound note, ","hich required the assist
ance of but a single shilling of precisely the same value with 
those of which eight had become necessary. That great man, 
for his singular merits, he snpposed, or, perhaps, for their un
worthiness of him, had been taken from them, and bestowed 
upon another assembly, which, not having had the same practice 
in finance, it was to be hoped he would long continue to enligbten. 
He could not, however, be said to have finished his course pre
maturely, for twelve years berore he had obtained an imperishable 
name, by placing triumphantly on the journals of the House 
of Commons that astonishing resolution which had deprived 
Euclid of his ancient and long-acknowledged repntation. He 
was most anxious to disclaim all personal ill-will towards the late 
Chancellor of the &chequerr Indeed, it was impossible he should 
be under any such impulse, but he would· not shrink from con
fessing that, in apolitical point of view, he could never hear his 
name pronounced, much less pronounce it himself, without a 
f~eling something like bitter animosity, because he considered 
that minister as the author in great part of the calamities in 
which the landed interest of the .country was involved. He 
beliel"ed that few parts of the financial administration of thai 
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period were exempt from much and well-merited censure, bnt aU 
the other measures were trifling in the scale ,of mischief com
pared with that fatal resolution which ministerial influence 
unfortunately carried in the House of Commons, the effects 
of which were now helplessly deplored, and which would so long 
survive the name as well as the administration of those with 
whom it originated. . The mischief of that resolution might be 
described with perfect justice in a very few words. Its effect 
was to blind the public to their real situation; thereby both 
promoting the evil and rendering the sufferers less capable of 
guarding against it. It assured the public, in the midst of a 
great and rapidly-increasing depreciation, that no depreciation 
existed. The Bank, therefore, went on fearlessly adding to its 
issues, which, of course, increased the evil by increasing the 
cause of it, and the landlord went on with the cultivation of poor 
soils, undertaking expensive i~provements, fondly imagining that 
the additional Bank notes he was receiving were additional riches. 
The landholder, never suspecting that his dealings were virtually 
.in a lower coin, borrowed fearlessly sums vastly larger than he 
could have dreamed of, that wonld have staggered his imagination 
if he had had a suspicion that wheat could ever be at 89s. 
a quarter, for, while he was receiving 140s., he took for granted 
he might safely calculate upon· hard times not bringing him 
lower, perhaps, than 70s. or 80s.; and thus the prudent man, 
even, was induced to borrow what it was- clear he had now no 
chance of P!tying without ruin. That ever memorable House 
of Commons told him what they knew to be false, or ought to 
have known, that the pound note was of full value, when it was 
in reality depreciated 20 per cent. He borrowed pound notes 
worth 13s. and he was called upon to repay pound notes 
worth 20s." 

17. After developing these ideas still further, he said that 
in currency quantity was everything; for, if forty millions of 
notes were in circulation at one time, and eighty millions at 
another, while the transactions of the country remained the same, 
then two notes would be required to do the duty that one had 
formerly ,done; and, therefore, the currency would become 
depreciated; but if transactions doubled, then the same quantity 
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of cnrrencywould represent. the same amount of transactionlf, 
and its value would not be altered. He said-

"Economy of mone} was, by contrivances to spare ihe uses 
of it, according to the descriptbn of his right honourable friend~ 
by substitutions for the precious metals, in the shape of voluntary 
credit. Every new contrivance of this kind-and everyone 
improved-had that tendency. When it was considered to how 
qreat an extent tl~es6 contrivanoes had been practised in the various 
modes of verbal, ·book, and circulating credits, it 
was easy to see that the country had received a; 
great addition to its currency. This addition td 
the currency would, of course, have the same 
effect as if gold had been increased from the 
mines" 

Lord Titchfield then pointed out how an excessive quantity 
of paper caused a depreciation of it, which was exactly the same 
tIling as a depreciation of the coinage from a deficiency. of 
weight; but he afterwardS fell into the extraordinary error of 
saying, "The Bank notes were depreciated, and became, there
fore, in the situation of clipped or debased guineas, which state 
of the circulation prevailed from 1797 to 1819" 

18. ThisaUegation of the great depreciation of the paper 
currency dUI'ing the whole interval from 1797 to 1819 is the only 
one that can afford the smallest ground for attack upon the Act 
of 1819; but we ha.ve shewn, by such -overwhelming evidenCf,l, 
that such an idea was the greatest delusion that could be con
ceived. The Bank note sustained. no sensible depreciation for 
several years after the Restriction Act, and it was not till the 
great mercantile speculations of 1808-9 that it became seriously 
so. It did not continue longer than five or six years, and rose so 
nearly to par in 1816-17 that its depreciation was insensible. 
If, therefore, Parliament, in 1819, had gone back to the de. 
preciated standard of 1813-14, it would have been the most 
unjustifiable robbery recorded in history. It would have been 
infinitely worse than the bankruptcy of any continental nation, 
such as Austria, Russia, or France, because, when they declared 
themselves bankrupt, their paper was at a hopeless and irre ... 
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deemable discount, and they had not the remotest prospect of 
ever bringing it back to par. Their conduct, therefore, was the 
result of sheer necessity; they were driven to bankruptcy only 
when they were irretrievably insolvent, but they did not de
liberately cheat their creditors a/1M" their currency was restored 
to par. The motion was rejected by a majority of 96 to 27, and 
was the last attempt to tamper with the measure of value 

19. The harvest of 1823 was deficient, both in quality and 
quantity, and prices· rose considerably in the beginning of 1824, 
old wheat being then a.t 788.; later in the year, however, they 
declined; but the harvest of 1824 being also inferior, they rallied 
again. The Bank had for some years been accumulating treasure 
to meet the anticipated deficiency of the country issues "expected 
to follow the suppression of the £1 notes. When the unhappy 
change in the policy of the Government took place, this great 
amount of bullion was rendered comparatively useless, and the 
couutry banks began to extend their issues in 1824, and in 1825 
they were beyond what they were in 1818. In January, 1824, 
the bullion in the Bank amounted to £14,200,000. During the 
preceding year, an adjustment of rents to meet the altered state 
of prices had taken place, and the old stocks having been 
gradually worked off, the energy of the people begau to revive. 
'fhe enormous amount of cash in the Bank, for which there was 
no immediate use, enabled the Government to carry through a 
great financial operation, the reduction of the interest upon 
nearly a quarter of the national debt. The :Yavy 5 per cents. 
were reduced to 4 per cent. and the 4 per cent. stock to 3t. 
This vast operation had a very· considerable influence in cur
tailing the incomes of many persons who could ill afford it, to a 
very inconvenient extent, and prepared them to look out for 
more profitable investments for their money. Notwithstanding 
the unhappy and severe distress to the agricultural portion of the 
community, Mr. Tooke says that the trading and manufacturing 
interests had never been in 8 more regular, sound, and satisfactory 
state than in the interval irom 1821 to 1824. At the close of 

. the Session of 1823, the King congratUlated Parliament on the 
flourishing condition of all branches of our commerce and manu
factures, and the gradual abatement of agricultural distress 
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20. At the close of 1824 the seeds of the disaSters which 
ensued in the end of 1825 were sown. The Royal speech opened 
Parliament with the same strain of congratulation· 88 had closed 
the preceding Session, and the same congratulations were uscd 
at the close of the Session of 1824.. Towards the end of that 
year it became visible that in some of the leading articles of 
consumption the supply was falling short of the demand, which 
gave rise to a spirit of speCUlation, and as, in all similar cases, a 
few ~arly purchases, which were successful, induced extensive 
imitation; and at the end of 1824, and beginning of 1825, this 
had amounted to positive infection, numbers of persons bei ng 
induced to go out of .their own line of business to speculate.in . 
articles with which they had no concern whatever, but induced 
by representations of their brokers to do so in. the hopes of 
realising great and immediate gains 

21. Just at this period occurred one of those events which 
have so frequently lured the commercial world to their destrnction. 
The long contest between Spain and her South American colonies 
had now finally terminated in favour of the colonies. We have 
already noticed the great commercial catastrophe brought about 
in 1810, by the extravagant speCUlations on the opening of the 
Brazils to British trade. Precisely the same course occurred in 
1824. The recognition of the independence of the South 
American States and Mexico opened out a boundless field for 
speculation, and the consnmption of British manufactures; and 
this spirit of speCUlation was aggravated to the utmost by the 
visions of countless wealth .which was to be extracted from the 
gold and silver producing countries, and immense schemes were. 
formed for working the mines with British capital. However, 
the long struggle for independence had inspired the British people. 
with much sympathy for the juvenile republics, and when they 
wanted -to borrow money to support their public credit, the. 
British 'were only too eager to lend it. It is alleged that 
£150,000,000 of British capital was sunk in different ways in 
Mexico and South America 

22. Although the symptoms of a coming mercantile catas-. 
trophe were plainly evident ip. the begi~ning: of 1825, the speecll 
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tlut into the King's mouth declared the' utmost gratification at 
the continuance and the. progressive increase of the public 
prosperity. "There never was a period," it said, "in the history 
of this country, when all the great interests of the nation were 
at the same time in so thriving a condition, or when a feeling 
)f content and satisfaction was more widely diffused through all 
classes of the British people." The speech of Lord. Dudley and 
Ward was exactly in the same strain. After contrasting the 
sufferings the nation had gone through, during the last SO years, 
he said it was his good fortune to ask their lordships to carry to 
the foot ·of the throne their unmixed, and, he hoped, their 
unanimous congratUlations, upon a state of prosperity such as he 
believed was unequalled in this country, and had never been 
surpassed in any, age or nation. And yet, though the whole 
debate was in this strain, no; sooner was it ended than the Lord 
Chancellor called the attention of the ~oUBe to the dangerous 
extent to which the mania for joint stock companies had gone, 
and said he would move for leave to bring in a bill to restrain the 
system. Within seven weeks after that Lord Lauderdale called 
the attention of the House to the" fury for joint stock companies 
which had taken possession of the people," and said that the 
schemes already subscribed for amounted to £200,000,000 

23. The following extract from the Annual Register of 
1824 contains a sufficient description of the rising of the Joint 
Stock Company mania. After stating that the "mines of 
Mexico" was a phrase which opened visions of boundless wealth 
to the. imagination, and· how the mania spread from foreign 
enterprises to home ones, it says-

"In all these speCUlations, only a small instalment, seldom 
exceeding 5 per cent., was paid at first, so that a very moderate 
rise in the price of the. shares produced a large profit on the sum 
actually invested. If, for instance, shares of £100 on which £5 
bad been paid, rose to a premium of £40, this yielded on every 
,ahare a profit equal to eight times the amount of the money 
which had been paid. This possibility of enormous profit, by 
risking 80 smaIl a sum, was a bait too tempting to be resisted. 
All the gambling propensities of human nature were constantly 
solicited into action, and crowds of individuals of enry .de-
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IlCnption-the credulous and the suspicious-the crafty and the 
bold-the' raw and the experienced-the intelligent and the 
iguorant.-princes, nobles, politicians, placemen, patriots, lawyers, , 
physicians, divines, philosophers, poets, intermingled with women 
of all rauks and degrees-spinsters, wives,' and widows, hastening 
to venture some portion of their property in schemes of which 
scan.-ely anything wad known except the nnme " 

As a specimen of the madness of the spec!llations, we may 
quote the prices of mining shares. The Anglo-Mexican, on 
which £10 was paid, were at £43 on December 10th, 1824; on 
the 11th January, 1825, they were at £150. The Real del 
Monte, with £70 paid, were at £550 in December, aud at £1,850 
in January, and others in similar proportions. The prices of 
most other commodities doubled and tripled 

24. Now, what was the conduct of the Bank of England 
during this period? The bullion which stood above £14,000,000 
in January, 1824. was reduced to £11,600,000 in October, 1824. 
The exchange on Paris had been falling ever since the close of 
1823. The last time it was above par was in June, and since 
then the fall had been continuous. The decrease in bullion bad 
been steady, uniform, and rapid ever since March. Now, when 
it was known that immense sums were leaving the country, and 
the exchange falling lower, what did the Bank do? It increased 
its issues. During the month of October, 1824, they were in
creased £2,300,000. When every consideration of common 
sense and prudence demanded a rapid contraction. when the 
speculative fever was plainly declared, instead of doing what 
they could to check it, they added fuel to the flames. But the 
directors seemed determined to set all the pl'inciples of the 
Bullion Report at defiance; and the drain upon them proceeded 
with increased severity. In April, 1825, the bullion was 
diminished by upwards of £4,000,000, and their issues were 
£3,600,000 higher when they had only £6,650,000 of bullion 
than when they had £14,000,000 

£5. The speculative fever was at its beight in the first four 
months of 1825, when it had spent its force and came to an end 
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in the natural course of things. Vast 'numbers of persons who 
had embarked in these wild schemes" with the hope of selling 
'out of them 'before the inevitable crash came, were now called 
upon for their subscriptions. Vast quantities of capital having 
been already absorbed, had the inevitable effect of' raising the 
rate of interest. Successive calls compelled the weaker holders 
to realise, and, while the calls for ready-money were immediate 
and pressing, the prospect of returns was distant and uncertain. 
Accordingly, after May and June, the decline was rapid. The 
South American loans, and the Mexican mining schemes, proved 

'almost universally total losses. In the meautime, that slack 
water, which Mr. Tooke observes always precedes a great turn 
in the tide of prices, took place. The increase of commodities 
which speculation had caused, could no longer be kept from 
being realised,. prices fell as rapidly as they had risen. The 
obligations of the speculators now became due, and the sale of 
the commodities had to be forced to meet them. Universal dis
credit now succeeded, goods became unsaleable, so that stocks 
which are usually held in anticipation of demand were wholly 
unavailable to meet the pecuniary engagements of the holders. 
Merchants who had accepted bills for only half the value of the 
goods consigned to them, were unable to realise even that half, 
or even obtain advances, on security of the bills of lading, and 
even the advances already made were peremptorily called in. 
The usury laws, which limited interest to 5 per cent., greatly 
aggravated the distress; nobody would lend money at 5 per cent. 
when its real value was so much greater; hence, numbers who 
would gladly have paid 8 or 10 per cent. interest, were obliged 
to sell goods at a difference of 30 per cent. for cash compared 
with the price for time, 

26. The bankers in the country had followed exactly in the 
steps of the Bank of England. While the fever was raging they 
had increased their issues and liabilities, by speculative advances 
on commodities. The persons to whom these advances had been 
made had no means of repaying them, but the "promises to pay" 
the bankers had lent them still remained in circulation, and must 
be met. The bankers foresaw the coming storm, and endeavoured 
to provide funds to meet it. The Bank of England itself had its 

, 
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eyes open to the suicidal career it was following in May, and then 
endeavoured violently to contract its issues. This sudden change 
of policy only aggravated the general feeling of discredit. During 
the autumn everything portended the approach of the impending 
catastrophe. The following table shews the progressive decrease 
in the bullion in the Bank during 1824 and 1825-

1824 1825 
Jan. 81 •• .. .• £18,527,850 Jan. 29 . . .. •• £9,490,420 
Feb. 28 •• 18,800,390 Feb. 26 .. .. .. 8,857,730 
March 27 13,871,280 March 26 .• .. .. 8,152,340 
April 24 •• 13,405,550 April 80 .. 6,659,780 
May 29 •• .. 12,887,840 May 28 .. . . 6,181,300 
June 26 .• .. .. 12,809,140 June 25 .. 5,482,040 
July 81 •. .. .. 11,814,720 July 30 ., .. .. 4,174,830 

. Aug. 28 ., .. .. 11,768,550 Aug. 27 . . .. . . 3,626,570 
Sept. 25 •• 11,811,500 Sept. 24 .. .. .. 3,496,690 
Oct. 30 .. .. .. 11,438,430 Oct. 29 .. .. 3,150,360 
Nov.27 •• .. 11,328,760 Nov. 26 .. .. .. 3,012,150 
Dec; 24 •• 10,721,190 Dec. 81 .. .. 1,260.890 

27. The inevitable conus coup of the undue expansion of 
credit in the spring began to press heavily on the conntry banks 
in the autumn of 1825. It gradually became severer during the 
month of November. On the 29th November it was announced 
in the London, papers that Sir William Elford's-a large bank at 
Plymouth-had. failed, and that was immediately followed by the 
fall of Wentworth and Co., a great Yorkshire firm. By the Srd 
December, the panic had fairly set in, and the whole city was 
thrown into the most violent state of alarm and consternation. 
On that day (Saturday) some of the directors were informed that 
t)1e house of Poole, Thornton, and Co., ol!-e of the leading city 
banking houses, was in difficulties, and at a hurried meeting held 
on the following day it was decided to place isoo,oOO at their 
disposal npon proper, security. During that week the utmost 
attention was paid to the position of that house which fought it 
through the following week, though it was privately known to the 
governor that, if the storm did not abate, they must fail on the' 
Monday morning. Instead of abating, however, it became more 
furious than ever on Monday; and Pole and Co. stopped payment, 
and the ruin of forty country banks which were connected with ' 
them was expected 

I 2 
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28. The fall of this great banking house was the signal for 
a geJ;leral rnn upon all the London bankers, and three or four 
more gave way, and spread nniversal ·consternation among the 
country banks, sixty-three of which succumbed to the crisis, 
though a c09Siderabie number paid 208. in the pound, and 
eventually resumed business 

29. From Monday, the 12th, to Saturday, the 17th Decem
ber, was the height of the crisis in London. Mr. Richards, the 
Deputy-Governor of the Bank at that time, said-

"On Monday morning the storm began, and till Saturday 
night it raged with an intensity that it is impossible for me to 
describe; on the Saturday night it had somewhat abated. The 
Bank had taken a firm and deliberate resolution to make common 
cause with the country, as far as their humble efforts would go, 
and on Saturday night it was my happiness, when I went up to 
the Cabinet reeling with fatigue, to be able just to call out to my 
Lord Liverpool, and to the members of His Majesty's Govern
ment then present, that all was well; that was, I believe, on the 
evening of Saturday, the 17th December. Then in the following 
week things began to get a little more steady, and,by the 24th, 
what with the £1 notes that had gone out and other things, 
people began to be satisfied, and then it was for the first time in 
a fortnight, that those who had been busied in that terrible sceno 
could recollect that they had families who had some claim on 
their attention" 

30. As the crisis was evidently app~oaching at the end of 
November, the papers discussed the probable policy of the 
Bank, and it was generally anticipated that it would continue to 
contract its issues, and let the evil work its own cure by the fall 
of those houses which had been imprudent in their speculations, 
and this was the course adopted by the Bank, and to which they 
adhered as matters grew worse, and they were supported in it by 
public opinion. On the day after Pole and Co. fell another house 
'of equal magnitude fell, Williams, Burgess and Co. The panic 
then became universal, and, as the directors thought that they 
would certainly have to stop payment, they sounded the Govern
lllent as to a Restriction Act, but the Government absolutely 
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declined it; and it was resolved that the Bank should pay away 
its last sovereign. The Mint was kept constantly at work day 
and night, but it could not supply coin with sufficient rapidity,'so 
that it kept constantly diminishing. On the Saturday the coin 
in the Bank vaults scarcely exceeded one million, but, by a happy 
circumstance, when the Saturday evening came the tide receded, 
and the directors were able to assure the Ministry that all danger 
was over 

31. The great pressure had produced the effect which. 
necessarily results from such circumstances. The great increase 
in the value of money here had turned the exchanges in fav.our 
of the country, the directors expected remittances from Paris, 
and they, fortunately came sooner than was expected. ,On the 
Monday following the 19th about £400,000 came from France, 
and the demand having senSibly abated, the supplies from the 
Mint fully equalled the sums drawn out of the Bank-or rather 
exceeded them 

32. Mr. Huskisson said afterwards, in the House of 
Commons, that, during forty-eight hours (Monday aud Tuesday, 
December 12 and 13), it was impossible to convert into money to 
any extent the best securities of the Government. Persons could 
not sell Exchequer bills, nor Bank stock, nor East India stock, 
nor the public funds. Mr. Baring said that men would not part 
with their money on any terms, nor for any security. The extent 
to which the distress had reached was melancholy to the last 
degree. Persons of undoubted wealth and real capital were seE)n 
walking about the streets of London, not knowing whether they 
should be able to meet their engagements for the next day.. By 
this time, however, the exchange had decidedly turned in 
favour of the country, and on Wednesday, the 14th, the Bank 
totally changed their policy, and discounted with the utmost 
profuseness. They made enormous, advancBs on Exchequer bills 
and securities of all sorts. Mr. Harman said-

" We lent it by every possible means, and in' modes we had 
never adopted before; we took in stock as security, we purchased 
Exchequer bills, we made advances on Exchequer bills, we not 
only discounted outright, but we made advances on deposit of 



118 THEORY AND PRACTlbE OF BANKING 

bills of Exchange to an immense amonnt; in short, by every 
possible means consistent with the safety of the Bank, and we 
were not, on some occasions, over nice; seeing the dreadful state in 
which the public were, we rendered every assistance in our power." 

This audacions policy was crowned with the most complete . 
mccesB, ths panit Wfl8 stayed almost imT1U!diatelfJ. On Friday 
evening, the 16th, the Courier said-"We are happy to think 
that the worst is over, though there are still great demands upon 
,the Bank, particularly from the country." The same paper, on 
the next day, the 17th, said-" Although public confidence is on 
the return in the metropolis, and things are resuming their usual 
course, yet, as might be expected, this has not yet communicated 
itself to the country." In fact, the London panic was completely 
allayed in this week by the profuse issue of Bank notes. Between 
the Wednesday, the 14th, aud the Satnrday, the 17th, the Bauk 
issued upwards of .£5,000,000 of notes 

33. The waves of discredit, however, were propagated 
through the country,' and throughout the following week the 
demand still continued great from the London bankers for their 
country correspondents. Dnring the course of it, it came to the 
remembrance of BOme of the directors that there was a chest 
of their.£1 notes which bad never been nsed. AB soon as this 
was discovered, it occurred to them that they might be used to 
stay the panic in the country districts, and the discredit of the 
country bank notes. Upon communicating this idea to the 
London bankers, it ",as eagerly approved of, and the sanction of 
the Government was asked for the experiment. The Government 
consented, and the notes were sent off to the country bankers 
without delay, and produced instantaneons relief. At Norwich, 
when the Gurneys shewed upon their counter so many feet of 
Bank notes of such a thickuess, it stopped the rnn in that part 
of the country. By the" 24th December the panic was completely 
allayed all over the country, and the amount of the .£1 notes 
the Bank issued was under .£500,000, and by the beginning 
of 1826 the credit of the banking world was completely restored 

34. The circumstances of this famons crisis are the most 
complete and triumphant examples of the nnquestionable truth 
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the sum total of circulation, but that all thl'y would have to do 
was to exchange A for B; and in my letter I recommended them 
to issue a million a day, which they did; for, otherwise most of 
the Banks in London, as well as the country, must have' stopped." 

And, accordingly, they did issue, and all contemporary evidence 
proves that it was this profuse issue £5,000,000 of paper in a 
few days that litayed the panic. If they had persevered in the 
restrictive policy for three days longer, the total and entire 
destruction of commercial credit would infallibly have ensued. 
In short, if they had followed the precedents of 1793 and 1797, 
so strongly condemned by the Bullion Report, all credit would 
have been destroyed; they followed the principles laid down in 
the Bullion Report, and the ,!ountry was saved 

35. When the causes of this terrible calamity came to be 
disc)lssed, there were not wanting many who laid, the whole 
blame to the excessive issues of the Bank, as well as the excessive 
issues of the country banks: But though it is indisputable that 
the Bank acted on the most unsQund principles, in not contracting 
"its issues when the great drain of bullion for exportation was going 
on, it is a mere delusion for men to attribute the consequences of 
their own wild and extravagant mania to the Bank of England, 
or to any bank. The errors of all the banks put together were 
trivial compared to the outbreaks of speculative insanity which 
seized upon au classes. It was not the issues of some Bank notes 
that led to a respectable bookselling firm to risk £100,000 on a 
speculation in hops? 

30. The Bank had committed many errors before, as serious 
as those of 1825, without leading to any such disaster. In fact 
it was the nature of the speCUlations which men had rushed 
headlong into that must inevitably have brought allout a most 
terrible calamity if there had not been a Bank note in existence. 
The speculative mania of 1694 took place before the Bank was 
in existence; the great South Sea Bubble mania took place when 
there were no country banks at all, and no one accused the Bank 
of England, or the London bankers, of having made too profuse 
issues of notes then; and the great railway mania of 1845·46 
took place after it was supposed that the Act of i844 had 



REFLECTIONS ON THE CRISIS OF 1825 121 

effectually secured the country against the reCUlTence of similar 
calamities 

37. The bold policy of the Bank of England in that terrible 
week, in entire accordance with the principles laid down by Sir 
Francis Baring and the Bullion Report, not only saved a multi
tude of commercial. houses, both banking and trading, but 
certainly preserved itself from bankruptcy. Though several 
banks did succumb, the distress was slight, compared to 'what 
it would have been if'the Bank had persevered in adhering to 
the policy of 1797. Many hOuses, it is true, that were aided by 
the Bank, were only enabled to stagger on for a short time 
longer, and subsequently failed when. their obligations .became 
due; but delaying their fall even for a short time, till the panic 
had subsided, was of considerable service 

. 38. The worthless character of a great portion of the 
country paper had greatly aggravated the intensity of the 
calamity; in fact, it hegan with them, and the great commercial 
failures did not take place until after 'the banking panic had 
subsided. The Government and the Bank, at last learning 
wisdom from these repeated· convulsions, which seemed to recur 
periodically, became sensible that it was imperatively necessary 
to provide a currency of. a more solid description for the country, 
and that the frightful evils of the monopoly of the Bank of 
England must come to an end 

39. Parliament met on the 3rd of February, 1826, and six 
paragraphs of the speech from the Throne were occupied with 
the commercial catastroEhe, and it said that part of the remedies 
to be applied consisted in placing the currency Rnd circulating 
credit of the country on a more firm foundation. Lord King' 
said that the causes of .the calamity were partly to be attributed 
to the Government, in a greater degree to the country banks, 
and in a still. greater degree to the Bank of England monopoly. 
There was no period of' distress during the last thirty or forty 
years, in which the conduct of that establishment had not been 
injurious, and in every case aggravated it. It was a most faulty 
machi~e. It. was impossible that a Bank so incorporated cQulel 
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do good. If the purpose WIIS to erect an establishment to do 
mischief, they would erect it on the very principles of the Bank. 
They would give it 8 monopoly, remove from it all fear of rivalry, 
and connect it with the Government. He lamented that the 
pressure of the country gentlemen and the country bankers had 
been too powerful to be resisted" by the Ministry in 1822, and had 
forced them to continue the issues of £1 and £2 notes to keep up 
prices and encoura"ae speculation. The Earl of Liverpool chiefly 
blamed the excessive issues of the country banks, and said that 
the small notes must be gradually withdrawn and a metallic 
currency substituted. He said that he was perfectly satisfied, 
aud had entertained the conviction for years, that the country 
had grown too large, that its concerns had become too extensive 
to allow of the 'exclusive privilege of the Bank of England. Its 
privileges had operated in a most extraordinary and, as he 
thought, unfortunate manner for the country. Any small trades
man, 8 cheesemonger, 8 butcher, or a shoemaker, might open a 
country bank, but a set of persons, with a fortune sufficient to 
carryon the concern with security, were not permitted to do so 

40. The Ministry took upon themselves to prohibit any more 
stamps being issued to the country banks for £1 and £2 notel!. 
The Chancellor of the Exchequer said that those notes were to 
be deprecated as an infringement of the Act of 1819, which no 
man could deny was passed, if ever any Act was, with the 
unanimous approbation of all the parties of which Parliament 
was composed: an Act which had been solemnly resolved upon as 
the only measure which could enable the country to meet any 
future danger, by placing the circulating medium on " permanent 
and stable footing. No mau could insinuate that that Act was 
not the result of the deliberate conviction of almost every 
iudividual of every party in that House. He then detailed the 
continual evil and insecurity of the small notes, and said that he 
always had regretted, and still regretted the step taken by 
Parliament in 1822, which permitted them. The intention of 
the Government was, therefore, to suppress them as soon as 
possible in England, and subsequently in Scotland arid Ireland. 
He moved a resolution, that no fresh notes were to be issued by 
country bankers in England under £5, and that those printed 
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before the 5th of February; 1826, might be issued, re-issued, and 
circulated, until the 5th April, 1829, and no longer 

41. The opinions expressed in Parliament and the country 
were, of course, most conflicting, as to the causes of this great 
catastrophe, but the great preponderance of opinion was adverse 
to the small note issues. Mr. Baring, who defended the country 
bankers from the accusations levelled against them, said that 
their small notes were bad as a permanent system, and they 
ought to be called in. ' Even although they might sometimes be 
of almost indispensable use to the country, still, if the misery 
which had been caused by their use, among the poorer classes, 
was taken into consideration, it was a sufficient reason why the 
nuisauce should be abated; and it was his opinion that the 
House had not got rid of this deluge of paper at the time when 
it had the power to do so, and that it had not resisted as it ought 
to have resisted, the importunity of the country bankers. That 
these small notes should be abolished as soon as practicable . 

42. Mr. Huskisson described the frightful nature of the 
panic during 48 hours (Monday and Tuesday, December 12 and 
18), and said that it had been truly observed that the Bank, by 
its prompt and efficacious assistance, had put an end to the panic, 
and averted the. ruin, which threatened all the banking establish
ments in London, and, through them, the banking establishments 
and monied men all over the country. The conduct of the Bank 
had been most praiseworthy, and had, in a great degree, saved 
the country from a general convulsion. The Bank, through its 
prompt, efficacious, and public-spirited conduct, had had the 
countenance, advice, and partiCUlar recommendation of the 
Premier and Chancellor of the Exchequer. He admitted that the 
commercial distress in Scotland was very great, but that did not 
prove that the system of Scotch banking did not afford greater 
securities than the English system, and that it was desirable to 
introduce it into this country. He then described the wild spirit 
of speCUlation which had seized the country, which produced a 
rise of prices so rapid as had never been equalled. He might 
mention, as an instance, the price of nutmegs, which rose in one 
month from 28. 6a. to 128. ,6a. a lb., and speculation in other 
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spices caused.a corresponding rise in their prices. The mania 
extended equnlly to other articles of consumption; merchants, 
traders, shopkeepers, clerks, IUld apprentices partook equally of 
the frenzy of vying with each other in their endeavours to secure 
a monopoly of each article. And this state of things took its 
rise, not among the wild, insane, and bedlnmite schemers, but 
among those who were considered the sober. steady merchants 
and traders of the metropolis. And all this took plnce at a time 
when money was rapidly leaving the country. Now, if, when it 
when it was leaving the country so rapidly, it was still hawked 
about at a greatly lowered rate of interest, that showed there , 
must be something wrong in the currency. And to what would 
any sober man say such a state of things must come to at last P 
The Bank, at last, was obliged to provide for its own safety, by 
narrowing its issues. which checked the spirit of speculation, and 
as a necessary result, those country banks which had been most 
rash and immoderate in aiding these speCUlations by advances 
were ruined. The ruin of these bad and unstable banks had 
affected even the stnbility of the most solvent ones. A geneI'M 
panic ensued. and seven or eight hundred country banks had 
asked for assistance from the Bank of England. She had 700 or 
800 drains for gold suddenly opened upon her. Was this a safe 
or proper condition to leave the country in? Certainly not. 
It was his opinion, an opinion not hastily formed, but the result 
of long and anxious observation, that a permanent state of cash 
payments, and a circulation of one and two-pound notes could 
not oo-exist. If there were in any country a paper and a coin 
currency of the same denomination, the paper and the coin could 
not circulate together, the paper would dl'ive out the coin. Let 
crown notes be made, and a crown piece would never be scen, 
make half-crown notes, and no half-crowns would remain in 
circulation. Allow onc-pound notes to circulate, and we should 
never see a sovereign. One of the gront evils they were called on 
to correct was the excessive issue of paper. This had been the 
cnuse of the greatest distress, it had caused the ruin of thousands 
of innocent persons. Nothing but disgrace and danger could 
attend the deviation from the true principles of currency, which 
Parliament had solemnly recognised. If they wished to prove 
the value of a steady unchangeable currency t they had it in the 
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example of France, which had twice been invaded by a foreign 
army, her capital had been taken, and she had been obliged to 
pay a large sum to foreign conn tries for. corn, but she had a 
steady metallic currency, and, however much the great con
tractors might have suffered, the great body of the people had 
remained uninjured. This was due to the excellent footing upon 
which the currency of that count.ry was established. If this 
measure was adopted, every country banker would be obliged to 
have as great a regard to the exchanges as the Bank of England, 
and be compelled to provide for his own safety, without leaning 
upon the Bank in times of danger. Now was the time to with
draw these small notes, when the bankers were smarting under 
the consequences of their over-issues. They had at present a 
large amount of gold and bank notes; if they allowed the favour
able time to pass by, the s!Dall notes would soon be issued again. 
They had now got the gold in their coffers, and now was the time 
to provide that it should not be exported again. It would be 
advantageous to the public to have chartered joint stock banks, 
establishea under a proper system, wit~ only a limited liability. 
This would, no doubt, induce many persons, of great fortune and 
credit, to take shares in them, but the Bank objected to the 
extension of limited liability, and had stipulated that the Banks 
of Scotland and Ireland should not have this privilege. Some 
thought that the currency should be even more purely metallic 
than was now proposed, and that notes of a higher denomination 
should be snppressed. For himself, he entirely differed from 
Mr. Ricardo, as to the true ,basis of the currency, and he believed 
that if Mr. Ricardo, iugenious as he was, had been sole Director 
of the Bank of England, it would before now have stopped 
payment. He thought Mr. Ricardo's view of the currency quite 
erroneous 

43. Sir John Newport, as a banker himself, considered the 
issue of small notes to be most injurious to all connected with 
them, as affording the most dangerous facilities for extravagant 
speculation. It had been said that a considerable part of the 
commerce of the country could not be carried on if these notes 
were abolished. He was quite willing to accept that alternative, 
and abandon a portion. of our commerce, rather than continue 
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thein. He did not believe that such would be the case. Now 
wail the best time to abolish this pernicious system, when so 
many of the country bankers had failed 

44. Mr. Secretary Peel was convinced that the root of the 
evil lay in the monopoly of the Bank of England, and that if in 
the year 1793 a set of banks had existed in this country on the 
Scotch system it would have escaped the danger it was then 
involved in, as well as the calamity which had just occurred. 
In 1793 upwards of 100 banks had failed. In seven years, from 
1810 to 1817, 157 commissions in bankruptcy were issued 
against country bankers; in the crisis which had just occurred 76 
failures had taken place. . But, from the different ways of making 
compositions, etc., the number of failures should probably be 
estimated at four times the number of the commissions' of 
bankruptcy. What system could be worse, or more prejudicial 
to every interest in the country, than one which admitted of such 
an enormous amount of failures? Contrast what had been the 
case in Scotland, under a different system. Mr. Gilchrist, a 
manager of one of the Scotch banks, had been asked by the 
committee of 1819 how many failures there had been in Scotland 
within his recollection, and said there had only been one, that the 
creditors had been paid 148. in the pound immediately, and finally 
the whole of their claims. These facts were a strong presumptive 
proof that the Scotch system, if not quite perfect, was at least 
far superior to the one existing in England. The present system 
of country banking was most prejudicial in every point of view. 
He then described the terrible misery caused by the failure of the 
country banks. He trusted that the institution of Joint Stock 
Banks would place the currency on a firmer footing. He most 
sincerely trusted that the great obstacle to the proposed institutions, 
the want of a charter, would be removed. He hoped the directors 
of the Bank of England would seriously consider what advantage 
they would derive from refusing charters to these banks. He 
himself could not imagine what benefit they would derive from it; 
they no doubt had the right to prevent such charters being 
granted, but he hoped they would refrain from exercising their 
right. He eulogised highly the conduct of the directors during. 
the late crisis i he could not conceive it possible for any body 
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of men to. have acted better, or to have exercised more jUdgment. 
discretion and liberality than they had done-of which he hoped 
they would give a further instance by not opposing the grants· of 
charters to the proposed new banks. He fully concurred with 
Mr. Huskisson, that it was impossible to maintain coin in circu
lation if paper of the same denomination were allowed to circulate 
along with it. Now was the most favourable opportunity of 
getting rid of the small notes. It .would be impolitic and unsafe 
to wait the moment of returning prosperity, as the country 
bankers would be !llore reluctant to agree to it, and more able 
to oppose it. To stand gazing on the bank in idle expectation, 
now that the river was passable, would be an irreparable mistake. 
The ministerial propositions prevailed by a majority of 222 to 39. 
and a motion to continue the small notes of the Bank of England 
was rejected by 66 to 7 

45. The chief provisions of the Act (Statute 1826. c. 6) for 
prohibiting small notes in England are as follows-

1. The Act repealing the Act (Statute 1777, c. 30) which 
prohibited promissory notes and bills under 208. was repealed. 
thereby reviving the former Act; but all notes of private bankers 
stamped before the 5th of February, 1826, or of the Bank of 
England stamped before the 10th of October, 1826, were exempted 
from its operation, and were permitted.to be issued, re-issued and 
negociated until the 5th of April, 1829 

2. Any person after that date making, issuing, signing or 
re-issuing any note or bill under £5, was subjeot to a penalty 
of £20 

3, Any person who published, uttered or negociated any 
promissory or other notes, or any negociable or transferable bill, 
draft or undertaking in writing, for the payment of 208., or above 
that sum and less than £5, or on which such sum should be 
unpaid, should forfeit the sum of £20 

4. These penalties were not attached to any person drawing 
a cheque on his banker for his own use 

5. All promissory notes under £20, made payable to bearer 
on demand, were to be made payable at the Bank, or place where 
they were issued; and as many more places as the issuer pleased 
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46. When the Government determined on snppressing the 
small note issue in Eugland, they said it was their intention to 
extend the measure in a short time to Scotland and Ireland. 
However much Scotland may have suffered from commercial 
overtrading, as every commercial country must occasionally do, 
no banking panic had ever occurred such as those which had so 
frequeiJ.tly desolated England. As soon as the ministerial inten
tions were know in Scotland, a great ferment was excited. Sir 
Walter Scott published three letters on the subject, under the 
name of "Malachi Malagrowther," which tended much to fan the 
public enthusiasm, and such an opposition was organised, that 
the Ministry were obliged to consent to appoint committees of 
both Houses on the subject. These committees sat during the 
spring of 1826, and investigated the whole subject of Scotch 
banking at great length, which had been, very little nndel'Stood 
in' England before that time; and the result was so eminently 
favourable to the Scotch banking system, that the Ministry 
abandoned their intention of attempting to alter it. The evidence 
and reports of these committees will be noticed further on 

47. The year 1827 is memorable as the era when the prin
ciples of the Bullion Report were at length acknowledged to be 

. trae, and professedly adopted by the Bank. Mr. William Ward 
stated in 1832 that there was not a single person in the Bank 
bnt who admitted that its issues should be regulated by the 
Foreign Exchanges and the bullion market, or disposed to act in 
opposition to it. That in 1819 the directors had forwarded a 
resolution to the House of Commons, denying that the exchanges 
were to be regarded in regUlating the issues. Subsequently, how
ever, to that year, opinions became changed, and they found the 
merits of the case such as they really were. He himself had 
always been convinced of the trnth of Mr. Horner's principle, 
and, from his being connected with the exchanges, had many 
opportunities of observing the practical truth of it. The Bank 
Directors, however, were not convinced of it, because they found 
in practice that the exchanges did not follow the issues of the 
Bank. But the truth was that they neglected to consider the 
country issues, and it was only in 1819 that they obtained a 
correct account of the issues of country banks; when that was 
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got it was found that, taking the Bank and the couutry issues 
together. the principle was shown to be quite correct. The 
observation of these facts had graduaUy convinced the directors, 
and, in 1827. he thought the court ripe for expunging the 
resolution of 1819, and it had accordingly been done. And, in 
1832. there was not " single director who disputed its truth 

48. Although the Act of 1775 had forbidden notes under .£5 
to be issned in England. it did not prohibit the circulation of 
the Scotch'£l notes in England, and they had always circulated 
in the districts adjacent to Scotland, and even as far South as 
York. When the English'£l notes were suppressed, it seemed 
naturally to follow that the circulation of the Scotch notes in 
England should be forbidden., But the districts in which they 
had always circulated, were as unanimous as Scotland itself 
a"aainst the measure. In 1828, the Ministry brought in a bill to 
restrain the circnlation of Scotch bank notes in England. Sir 
James Graham presented a petition from the borderers. depre
cating, in the most earnest terms, the withdrawal of the Scotch 
notes to which they had been so long accustomed. For seventy 
years, they said. they had possessed the advantage it was now 
sought to deprive them of-the advantage of the Scotch currency. 
Seven-eighths of the rents of estates were paid in the paper 
currency of Scotland, and no loss had been sustained in conse

quence of it. Aft.er a debate of two nights, the motion was 
carried by 154 to 45. The Act (Statute 1828. c. 65) provided 
that after the 5th of April, 1829, no corporation or person what
ever should publish. utter, negotiate, or transfer in any part of 
England, any promissory note, draft, engagement, or undertaking 
in writing, payable to bearer on demand. for less than .£5, or 
upon which less than .£5 remained nnpaid, which should have 
been made or issued, or purport to have been made or issued. in 
Scotland or Ireland, or elsewhere out of England, under a penalty 
of not less than .£5, or more than .£20. The same exemption as 
to cheques as in the former Act 

\ 

49. In 1882, during the crisis of the Reform Bill, a run 
upon the Bank took place. which lasted for about a fortuight ; 
but, as it was' merely from political feeling in London, and did 
not extend into the coa~try. no serioUs result ensued 

VOL. D 
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50. The Bank Char~er expired at the end of one year's 
notice, to be given after the 1st August, 1832, and this time the 
Bank had done no such services to the Government as to be in 0 

position tG demand from 'it a l'enewalof its monopoly several 
years before it expired. Moreover, these exclusive privileges, as 
Lord Liverpool said., in 1825,were out of fashion. Many great 
monopolies were now on. the eve of breaking up. and the public 
mind was more roused and enlightened ou the subject of banking 
from the discussions caused about the severe distress of 1825. 
Before taking any steps towards a renewal of the. charter, the 
Government determiried to have an inquiry before a Secret Com~ 
mittee of the House of Commons, which was appointed on the 
22nd of May, 1832, and consisted of the following members-

Lord Althorp. Sir Robert Peel, Lord John Russell, Mr. Goul~ 
burn, Si~ James Graham, Mr. Herries, Mr. Poulett Thompson, 
Mr,' Courtenay, Colonel Maberley, Sir Henry Parnell, Mr. Vernon 
Srriith~ Mr, John Smith, Mr. Roberts; Sir M. W. Ridley, Mr. 
Attwood. Sir J. Newport, Mr. A. Baring,Mr. Irving, Mr. Warbur
ton, Mr. G, Philips, Lord Morpeth, Mr. Ml?rrison, Mr. Heywood, 
Lord Ebringtoil, Sir J. Wrottes\ey, Mr. Lawley, Mr. Cavendish. 
Alderman Wood, Mr. B. Carter, Mr. Strutt, Mr. Stanley, Alderman 
r;rhompson ' 

51 •. The Committee was appointed during the height of the' 
political excitement attending the plUlsing of the 'Reforin Bill, 
and sat for some months, and did not make any report till the 
end of the Session. The inquiry was extremely incomplete. 
Many of the most interesting subjects connected with it were 
scarcely touched upon. But the close of the Session made them 
report the evidence to the House as far as it had gone. It was 
expected that a new committee would have been appointed in the 
new Parliament to continue the inquiry, but the Government 
in the meantime made up their J,llind as to the changes they 
intended to make in the Bank monopoly, and dispensed with any 
fW'ther inquiry , ' 

52. Although the inq~iry was left in a v,ery incomplete stote 
as to many branches of the subject, the evidence g\ven embraced, 
many interesting points. The most important of which were" 
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the' rules adopted by the Bank for' regulating their tssues...!...the 
expediency or the contrary of publishing their accounts-the ex~ 
pediency or the contrary of establishing Joint Stock Banks; or of 
having one or more Banks of Issue in the metropolis-the causes 
of the panic of 1825', and the action of the Bank during that 
period-the advantages 01' the contrary of .making Bank notes 
legal tender, and the effects of the usury laws on commerce 

53. The great truths regarding the' regulation of a paper 
'currency, which had been approved of by the Bullion Committee, 
were now unanimously recognised by the Directors, and Mr .. 
Horsley Palmer, the Governor of the Bank, being asked by what 
principle, in ordinary times, the Bank was guided in the regulation' 
of its issues, said, that in a period of full currency, and, conse-: 
quently, with a par of exchange, the Bank considered it,desirable 
to invest two-thirds of its liabilities of all sorts in interest-bE:'aring 
securities, and one-third in bullion. The circulation' of , the 
country being then regulated by the action of the foreign ex-' 
changes, the Bank was extremely desirous to avoid using any 
active power of regulating the circulation, bilt to leave that 
entirely in the hands of the public. The action of the public was 
fully sufficient to rectify the exchanges without any forced action' 
of the Bank in buying or selling securities. He ,thought it 
desirable to keep the securities very nearly at the same amount, 
beQause then the public could always act for themselves in return-' 
ing notes for bullion for exportation when the exchanges were 
unfavourable. and if there was a great influx of gold, the Bank 
could always re-assume . its proportion by transferring part of the 
bullion into securities~ He considered that the discount of private 
paper was one of the worst means which the Bank could adopt 
for regUlating itS notes, as it tended to produce a very prejudicial 
extension of their notes. He condemned strongly the practice of 
the Bank during the restriction with respect to the extensive dis
counts of mercantile paper at 5 per cent. when the market rate. 
was much higher, which necessarily led to an excessive issue 

54. The great majority of the witnesses were in favonr of a' 
publication of the accounts of the Bank, as tending to i!lspire 
greater public confidence than the mystery in which they,werE:' 

K2 
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then enveloped, and also acting as a check 'upon the directors 
themselves. Almost all the witnesses were against the establish
ment of Joint Stock Banks in London, as they would tend to 
injure the pnvate bankers. Considering the ideas of the age 
.... hEln class interests were supreme, we need not be surprised at 
this unanimity of feeling; nor that it rather escaped the attention 
of the witnesses that it was not the interests of .the private 
bankers, however respectable they were, that.was the paramount 
consideration, but what was best for thB public good. And still 
more decidedly were the witnesses opposed, with scarcely an ex
ception, to ,the establishment of any new joint stock banks of 
issue in London. There was a very prevalent feeling that Bank 
of England notes should be made legal tender, as a means of 
allaying a drain on the country bankers for gold during a pania 

55. 'It was at this time that we may date the first prominent 
appearance of the great modern heresy, that bills of exchange and 
cheques form no part of the circulating medium or currency. 
As this unhappy doctrine, however, was much more emphatically 
pronounced a few years later, we may defer considering it to that 
period. The committee pronounced no opinion of their own on 
the various points brought out in the evidence 

56. The harvest of 1832 was unusually abundant, which 
caused a great depression of the price of all sorts of agricultural 
produce towards the end of 1832, followed, of course, by " agri
cultural distress." This was brought before the notice of Par
liament in the speech from the throne at the opening of the 
Session of 1833, and a committee was appointed to inquire into it. 
This distress afforded the irreconcileable enemies of the Act of 
1819 another opportunity of attacking it. Mr. Attwood moved 
for a committee to inquire how far the present distress was con
nected with the monetary system. Lord Althorp immediately 
met the mot jon by an amendment, that any change in the mo
netary system which would have the effect of lowering the standard 
of value was inexpedient, which, after a debate of three nights, 
was carried by a majority of 304 to 49 

57. On the 31st May, 1833, I,.ord Althorp moved a series of 
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resolutions for the renewal ofthc Bank Charter, one of which was, 
that so long as the Bank was bound to pay its notes in gold, 
bank notes should be declared legal tender, except by the Bank 
itBelf. Several members wished for further delay to consider the 
resolutions, as the Session was nearly at an end; but Sir Robert 
Peel was decidedly of opinion that the House would lie abandoning 
its duty if it consented to postpone the question. He was of 
opinion that it was desirable to continue the privileges of the 
Bank, and that there should be but one bank of issue in the 
metropolis, in order that it might exercise an undivided control 
over the issue of paper, and give /(J(,ilities to CQmmerCB in times 
of difficulty and alarm, which it could not give with the same 
effect if it were subject to the rivalry of another establishment. 
He resisted, at great length, the proposition for making bank 
notes legal tender, as a departure from the principle of the Act of 
1819, and the true principles tbt should govern a paper-currency. 
It was decided, by a majority of 316 to 83, to proceed with the 
consideration of the resolutions. The plan of making bank notes 
legal tender gave rise to much difference of opmion, but was 
carried by 214 to 156 

58. We have already seen that the public had attempted, at 
varions times, to form rival banking companies to the Bank of 
England, and in 1709 and 1742, the Bank Acts had been framed 
to stop up varions loop-holes which had been successively dis
covered. In 1742, the phraseology used had been supposed to 
be quite effectual for that purpose. At that time, the custom of 
giving notes payable to bearer on demand to their,customers in 
return for deposits, was considered so essentially the fundamental 
idea of banking, that to prohibit the giving of these notes was 
deemed au effectual bar upon carrying on the business of banking. 
But in process of time-about 1793-the London bankers dis
continued issuing notes payable to bearer on demand. The Act 
of 1742 was considered to be so effectual a bar upon· establishing 
banking companies in general, that for a long time it .escaped 
public observation that the method of doing business by way of 
cheques enabled banking companies to elude the wording of the 
Act of 1742. In 1796, when, in consequence of the restrictive 
measures of the Bank of England, much distress was felt in 
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London from the want o~ a circulating medium, an association of 
merchants and bankers was formed, for the purpOIle ot providing 
a circulating medinm which should not infringe the privileges of 
the Bank; the question was considered by them, in what the 
Bank's privileges of exclusive "banking" did consist, and they 
determined, " The privilege of exclusive banking enjoyed by the 
Governor and Company of the Bank of Engllmd, as defined by 
the Acts of Parliament under which they enjoy it, seems to con
sist in the power of borrowing, owing, or taking fip money on 
their bills or notes payab16 on demand." About the year 1822, 
some writers detected this flaw in the monopoly of the Bank, and 
maintained that a joint stock bank of deposit was no infringement 

. of the Charter, and that such bauks might be formed, and carry 
on a very successful business without issuing notes at all, but ~y 
merely following the practice of the I,ondon bankers by adopting 

. cheques. Though this idea was much discnssed in pamphlets at 
that peri~d, no practical resnlt ensued 

.59. It is somewhat remarkable that the discovery should 
have been allowed to lie unfruitful for so long a period. When 
the Government first entered into negotiation with the Bank in 
1833, concerning the terms of the. renewal of the Charter, they 
were persuaded, as well as the whole mercantile commnnity, that 
the monopoly forbade banks of any description whatever, with 
more than six partners, being formed. In the course of the 
negotiation, however, this was brought under the notice of the 
G1>vernment, who took the opinion of .their law officers on so im
portant a point. The opinion of the Crown lawyers was that the 
clause did not prohibit joint stock banks of deposit being formed. 
The directors and proprietors of the Bank were much distnrbed 
at finding this flaw in their monopoly, and requested the Govern
ment to have it rectified; but Lord Althorp said that the bargain 
was that their privileges should not be diminished, but he would 
not agree to any extension of them. In order to remove all 
doubts upon the subject, the Solicitor-General brought up a 
clause, by way of rider, declaring the right to form such banks. 
He said that the basis of the contract with the Bank was, that 
they were to enjoy whatever monopoly they already possessed, bnt 
nothing ~yond it. He had examined the case with tbe "tmost 
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care, and there was no 'Pretence fOl'saying that Buch· banke were 
an encroachment upon the monopoly of the Bank. The. Bank, 
as originally founded; was ·a· bank' of issue, and the monopoly 
tirst granted in 1697: must be held to 'refer only to banks eiusdem 
gl':Jteris • . Such had. b~enthe uniform language, of all the sub. 
sequent Acts. The clause upon 'which their monopoly ~sted was 
strictly confined to· the. issue of. papel' money. Banb of qeposit 
were lawful at common law, and it rested with those who' said ;it 
was forbidden, -to point out "the 'Act 'which prohibited them . 

'. . 60. The chi~f provisions of the Act were as follows (Statute 
1833, c. 98)- . 

1. The Bank'was continued as a 'Corporation; with 'such 
exclusive. privileges. of' banking' as was given by the Act, for a 
certain time, and on certain conditions, during' which time no 
society or company exceeding six persons should make or issue in 
London, or within' sixty~five· miles· . thereof, ltnY,bill of exchange 
or promissory note, or engagement for the payment· of money ()n 
demand, or upon which any person ·holding the same may obtain 
payment 'on demand •. But country bankers might have an agEmcy 

.in London for the sole purpose of paying such of their notes aa 
might be prese.nted there . 

2. For the' PllriJOse {)f removing any doubts that" might exist 
as to what the· exclusive privilege of banking which the Bank of 
England enjoyed 'consisted in, it was enacted that any body politic 
or corporate, or society pr' company, or partnership, of whatever 
number they consisted, might carryon the business of banking i~ 
London, or within sixty-five miles thereof, providedtha"t they did 
not borrow, owe, or take up in England any sum or sums of 
money on their bills or notes payable on demand, or at any les~ 
time than six months . froI{l the borrowing thereof, during the 
continuance of the privileges of the' Bank of England 

. 3; All the notes of the Bank of England, payable on 
demand, which should be issued out of London, should be 
payable at phe place where they Were issued. 

4. Upon one year's. notice, to be given within six month.@' 
after the expiration of ten years from· the 1st day of, August, 
1834, and repayment <:>f all debts due by: Parliament to the 
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Bank, its privileges -were to cease and determine at the end 
of the year's notice 

5. So long as the Bank paid its notes on demand in legal 
coin, they were declared to be legal tender of payment, except by 
the Bank itself, or any of its branches. No notes not made 
specially payable at any of the branches were liable to be paid 
there; but the notes issued at all the branches were to be payable 
in London 

6. RegUlations about publishing its accounts, and exemptions 
of bills and notes not having more than three months to run, 
from the usury laws-these being altered now, need not be de
tailed 

7. The public were to payoff one-fourth part of the debt 
due to the Bank, and the proprietors might reduce the capital 
stock of the Bank by that sum if they chose 

8. In consideration of these privileges, the Bank was to give 
up £120,000, a year, from the sum they received for managing 
the public debt 

61. For several years after the renewal of the Bank Charter 
the harvests were unusually abundant, which caused all sorts of 
agricultural produce to be ruinously depressed. Wheat fell 
continuously through 1834: and 1835, till, in the last week in 
December, 1835, its price was 3Gs • . the imperial qnarter. As all 
agricultural contracts were framed on the expectation that wheat 
would not be much less than 70s. the quarter, this long-continued 
depression produced the most severe distress. A.t the same time, 
however, all the mannfacturing interests were in a state of un
exampled prosperity from the abundance and cheapness of food. 
The long-continued low price. of com caused le88 to be sown in 
1835, and the spring of 1836 was unfavourable. These causes 
combined to raise the price of wheat in 1836, and the harvest 
time being wet and cold, caused the price to rise to 61s. 9d. in 
the antumn 

62. The state of extraordinary prosperity enjoyed by the 
commercial interests during 1833-34-35 gave rise to an immepse 
amount of speculation and dabbling in foreign loans, as if people 
seemed incapable of learning wisdom from the experience of 1825. 
The unexpected success of the first railway gave rise to a con-
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siderable amount of speculation in the formation of railways. An 
immense extension of the joint stock banking system economised 
capital' to a great degree, and afforded the means of the most fatal 
extension of credit. On the 14th August,1834, Lord Wharncliffe 
called the attention of the Ministry to. the prodigious extension 
of joint stock banks and their branches, and the insufficient 
capital they were trading with. The important subject of joint 
stock banking was brought before the House of Commons in 
1836, and a Committee was appointed to inquire into it. The 
Committee sat dnring the Session and made two reports, which 
will be noticed in a subsequent chapter. This fever of specu
lation reached its acme in the spring of 1836. Mr. Poulett 
Thompson, President of the Board of Trade, said in the House 
of Commons on the 6th of May, 1836-

"It is impossible not to be struck with the spirit of specu
lation which now exists in the country, but 1 believe that there is 
a great difference in the state of things and what took place in 
1825. The spirit of speculation was then turned to foreign 
adventure of the most extraordinary description; but now specu
lation is directed to home objects, which, if pushed too far, may 
be very mischievous, though the consequences may not be quite 
so mischievous as in 1825. But really, on tUl'ning to any news
paper, or any price current, and observing the advertisements 
of joint stock companies upon every possible subject, however 
unfit to be carried on in the present state of society, every man 
must be struck with astonishment at the fever which rages at this 
moment for these speculations. 1 felt it my duty some time ago 
to direct a register to be kept, taking the names merely from the 
London and a few country newspapers, of the different joint stock 
companies, and of the nominal amount of capital proposed to be 
embarked in them. The nomjnal capital to be raised by sub
scription amounts to nearly £200,000,000 and the number of 
companies to between 300 and 400. '0 0 • The greater 
part of these companies are got up by speculators, for the purpose 
of selling their shares. They bring up their shares to a premium. 
and then sell them, leaving the unfortunate purchasers, who are 
fooliSh enough to invest their money in them, to shift; for them
selves. ·1 have seen also, with great regret, the extent to which 
joint stock banks have spruug up in different parts of tho 
country. I believe, indeed, that great good has arisen from 
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joint,stock banks, but the observations I have made with regard 
to other companies are equally applicable to many of the joint 
stock banks that are springing up in different parts 'of the 
country, /Lnd the existence of which canouly be attended with 
mischief" 

63. We have seen that since the Bank of England had 
~dopted the principles of the Bullion Report in 1827, the method 
they adopted of carrying them into effect was to keep their 
" securities" as nearly as possible even, and to keep their bullion 
_and cash equal to one-half the" securities i" the bullion, cash, 
and securities being together eqnal to their "liabilities." Having 
got the BaDk into this position while the exchanges were at par, 
to throw any action either of increase or decrease of their issues 
of notes, entirely upon the pnblic, either by means of the foreign 
exchanges or by an internal extra demand for gold. The Bank 
was got into this normal condition in October, 1833, when its 
"liabilities, i.B., the 'issnes and the deposits, were £32,900,000, 
the" securities" were £24,200,000 and the bullion £10,906,000. 
Some transactions with the E!U!t India Company and speculations 
in South American stock occurred to derange these proportions in 
1834, aud caused an export of specie; but in 1835 the foreign 
exchanges became favourable and the drain was arrested .. But in 
the ,meantime the Bank had totally lost aU power of preserving 
the proportion between the bullion, securities, and liabilities it 
had professed to adhere to. The following table, taken at 
,intervals, will exhibit this very clearly-

Liabilities. 

1 Oct., 1833, £30,937,000 

11 Mar., 1834, £31,372,000 

15 July, 1834" £87,554,000 

9 Sept., 1834, £31,058,000 

13 Jan., 1825, £33,071,000 

5 Moy, 1835, £29,417,000 

{ 
Secnrities, £22,640,000 
Bullion, ,£10,527,000 

, { Securities, £24,777,000 
Bullion~ £8,901,000 

{
Securities, £31,735,000 
Bullion, £8,298,000 

{
Securities, £26,643,000 
Bullion, £7,010,000 

{ 
. Securities, £29,165,000 

Bullion, £6,608,000 

{
Securities, £26,179,000 
Bullion, £5,951,000 
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This was the lowest point which the amount of bullion 
reached, and the drain was. arrested. The above table shews how 
totally deranged the proportions were to what the directors con
sidered to be a proper position for the Bank. From that time 
bullion continued to flow in, till, in March, 1836, it slightly 
exceeded eight millions; but, even then, these9urities were three 
times the bullion, instead of twice, 'as they ought to have been 

64. The amount of bullion in the Bank was at its. height 
in March, 1836, and then began steadily to decline again; in the 
pIiddle of July it had fallen below six millions, when the Bank 
thought it was necessary to endeavour to stop it, and it raised 
the rate of discount to 4t per cent. This had no effect, however, 
in stopping the demand for discount. In September the bullion 
barely exceeded five millions, and the Bank raised the rate of 
discount to 5 per cent •. Now the bubbles blown in the 'preceding 
year and spring of 1836 were fast bursting on all hands 

65. The drain on the coffers of the ~ank proceeded at a 
rapid rate, both from external and internal causes. President 
Jackson had determined that the Charter of the National Bank 
of the United States, which expired in 1836, should not be 
J;'~mewed, and that the currency of that country ShOllld be placed 

. on a sounder footing than it had hitherto been, by forming a 
sound metallic basis. Operations to effect this purpose soon 
commenced. Immense quantities of American securities, of all 
sorts were imported into England, and negotiated for the purpose 
of remitting the specie to America. The improperly low rate of 
discount in this country, favoured by the inordinate n:lUltiplication 
of Banks, enabled a great quantity of these securities of various 
descriptions to be realized in England, and the cash was remitted 
to ,America ' 

66. The joint stock banks had been blowing the bubble of 
credit to 'the utmost ,tenuity, by re-discoun,ting most of the bills 
which they discounted. This practice largely increases the pro
portion of . paper currency compared to the metallic basis, and, of 
course, adds to any peril in times of discredit. The Bank of 
England, at length, but too tardily,as has almost invariably been 
the case, awoke to the impending danger, and determined to 
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strike a blow at the distended state of credit. It not pnty raised 
the rate of discount to five per cent. in August, but absolutely 
refused to discount auy bills indorsed by auy joiut stock bank of 
issue. This was a great blow at the great amount of American 
securities afloat in the country, as most of those bills had been 
purchased by the joint stock banks, and re-issued with their 
indorsement upon them 

67. In the autumn of 1836, the symptoms of the coming 
storm were very apparent, especially in Ireland. One very large 
joint stock bank, the AgricnItural and Commercial, was known to 
be in difficulties early in thJl autumn, and it made several applica
tions to the other joint stock banks in Ireland, aud England, and 
Scotland, for assistance, which they all refused. It also made a 
call upon its shareholders which was not responded to. The 
other Irish banks, foreseeing a stoppage of the Agricultural and 
Commercial, had been laying in a stock of gold, to meet the run 
which would neceBBarily follow the failure of a bauk with so 
many ramifications. The sum in gold which the Irish banks 
laid in, to provide for the run, was estimated to be not lesl than 
£2,000,000, all of which came from the Bank of England. 
Much of this was required on account of the extraordinary 
differences of opinion that were given by the most emiuent Irish 
counsel, 88 to whether the Bank of England notes were tender in 
Ireland. Three very eminent lawyers held that they were legal 
tender, and three equally eminent held that they were not. 'l'he 
Bank of Ireland itself thought that they were not, and were still 
less iuclined to make the experiment when there was such a 
difference of opinion .among the lawyers. The other banks 
followed the example of the Bank of Irelaud, aud provided gold 

6S. The catastrophe that had been foreseen took place on 
the 14th of November, when the Agricultural and Commercial 
Bank stopped payment, which was immediately followed by a 
general run upon all the Banks in Ireland; but it was well met, 
from the care which had been previously taken to provide !!pecie. 
80 great was the state of discredit, that even the Bank of England 
notes were at a heavy discount in Dnblin. The Bank of Ireland 
wonId only tnke them in very small qnantities from thllir customers 
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at a discount of 28. 6a. each. Du.ring al~ this time, the diminu
tion of bullion in the Bank of England: was going on rapidly. 
At the beginning of October, it had £5~035,000 in bullion, to 
meet £29,869,000 ·of liabilities; at the end of November its 
liabilities were £30,941,000, and its bullion £3,640,000. During 
December its bullion slightly increased, and in January diminished 
again. In November, the Northern and Central Bank, with its 
head office in Manchester, and thirty-nine branches in the manu
facturing districts, became seriously embarrassed, and applied to 
the Bank of England for assistance, which the Bank at first 
refused; but upon consulting the leading ·bankers in London, 
their opinion was that the stoppage of so extensive a concern in 
the· manufacturing districts would very probably bring on a 
general panic. The Bank" therefore determined to advance the 
sum of £500,000, to enable it to meet its engagements, which 
upon· subsequently discovering that these were much more 
extensive than had been at first represented, Will! further increased 
to the sum of £1,370,000. Early in January, a London banking 
house applied for assistance to the Bank, and, on the other London 
bankers giving their guarantee to the Bank of England, it made 
advances sufficient to enable that house to meet its engagements. 
The difficulties attending the American houses, both in London 
and Liverpool, became now so pressing, that they also were obliged 
to apply to the Bank. Persons were appointed to look into their 
affairs, who represented that, if assistance were given them to 
meet their outstanding engagements, they would ultimately prove 
solvent. As an additional reason for granting this assistance, it 
was stated that if these American houses were permitted to stop 
payment, their concerns were so vast, and so extended throughout 
the north of England, that a general destruction of credit would 
ensue. After full consideration, the Bank determined to attempt 
to carry these houses through their embarrassments, and for this 
purpose, it advanced the enormous sum of £6,000,000. This 
great operation was, however, successful;though the finalliquida
tion of the account was retarded by the great prostration of 
American credit in 1839. The advances made to the banking 
interests in England were all repaid, principal and interest, with 
one very trifling exception •. The Bank thus followed, for a second 
time, the pr~ciples·laid down by the Bullion Report and there 
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can be no doubt averted a calamity only second in magnitude to 
the catastrophe of 1825 

69. The assistance of the Bank was only intended to be of a 
temporary nature, to give time for the gradual withdrawal of the 
great mass of unsound paper from circulation. This having been 
effected to a large extent, the result followed which always has 
been the case, and always must be the case-a great influx of 
gold, to fill the vacuum caused by the great annihilation of this 
paper currency. During the whole of 1837 bullion rapidly flowed 
into the Bank; and in December it reached the sum of teu mil
lions and a half. The position of the Bank on the 13th of March, 
1838, was as follows-

Liabilitiea. 

£31,573,000 { 
Securities.: •••• £21,046,000 
Bullion ......... £10,527,000 . 

Thns, after a long period of nearly five years, the Bank was at 
length brought back again into what the directors had laid down 
for themselves as the normal position; and it enabled credit to 
pass through a crisis which would have been tenfold more severe 
if it had not been met by that "judicious increase of accom
modation II which the Bullion Report declared was the proper 
remedy for a temporary failure of credit 

70. From 1832 to 1837 there had been a series of seasons 
of remarkable abnndance. For several years a series followed of 
extreme scarcity. The crop of 1838 was the worst that had been 
known since 1816; that of 1839 was scarcely, if at all, better. 
This great deficiency rendered it necessary to import foreign corn 
to the value of £10,000,000, a considerable portion of this 
reqniredto be remitted in specie. Bnt, just at this period, a 
number of other concurrent causes happened to create a great 
demand for gold for foreign countries. During the preceding 
years America, France, and Belgium had carried the extension of 
paper credit to most extravagant lengths. In America the fatal 
system of issning bank notes npon "property II and" securities II 
had been carried to a length almost worthy of Law. In France 
and Belgium joint stock banks bad been extensively formed.' 
This great extension of paper currency had the very same effeot-
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as the over issue of paper had in England; it drove bullion out of 
these countries, and was one of the causes which, together with the 
fortunate destruction of the extravagant paper credit in England, 
in 1837, caused such an influx of gold in this country up to 
March; 1838. But, in this latter year, these bubbles burst. In 
the autnmn of 1838 the Balik of Belgium failed, and a severe run 
upon the banks at Paris took place. This revulsion of credit, 
and extinction of paper issues in those countries, caused a cnrrent 
of bullion to set in towards them which came from the' Bank of 
England ' 

71. In the begiJ:ming of 1838, when the bullion in the Bank 
had been rapidly increasing" for several months, the commercial' 
world thought it was time for the Bank, to make use of the 
treasure in its vaults. It accordingly reduced the rate of discount 
from 5 to 4 per cent., and was induced to send' over one million 
of sovereigns to America, the exchanges being favourable to that 
country in consequence of the destruction of paper, to aSsist the 
American banks to resume payments in cash 

, 
72. The bullion in the Bank kept a pretty even, amount till 

December, .1838. Oli the 18th of that month the liabilities 
were £28,120,000, the'securities £20,776,000, and the bullion, 
£9,794,000. ,From this date a rapid and steady drain'set in, 
which continued with unabated severity till October, 1839.' 
When the Bank lowered its rate of discount to 4 per cent. m' 
February, 1838, the market rate had fallen still lower, arid in 
summer 'was about 3 per cent. . From that time forWard it began 
to rise, and, at the end of the autumn was level with the Bank., 
While everything was symptomatic of an impending drain of 
bullion, the Bank on the ~9th'of November; suddenly lowered its 
rate to 3i, per cent. for advauces upon bills of exchange, East 
India bonds, Exchequer bills, and other approved securities.' The 
market rate of interest was now decidedly higher thim that of the 
Bank, and the consequence was an immediate pressure for accom~,' 
modation OQ, the Bap.k. The securities which, in December, 1838, 
were £19,536,000, mounted up in Janua}."y, 1839, to £27,594,000.: 
and the bullion fell from £9,522,000 to £8,826,000. The following 
table willexhioit clearly the progl'essive diminution of bullion~ 
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Liabilities. Securities. BulUon, 
18 Dec., 1838 £28,~20,000 £20,776,000 £!l,794,OOI) 

1 Jan., 1839 28,156,000 22,377,000 9,048,000 
15 Jan. 

" 
30,305,000 24,529,000 8,336,000 

12 Feb. 
" 

26,939,000 22,628,000 7,047,000 
12 March 

" 
26,088,000 22,143,000 6,580,000 

9 April " 
29,039,000 22,173,000 5,213,000 

30 April " 
26,475,000 24,536,000 4,455,000 

14 May 
" 

25,711,000 24,098,000 4,117,000 

73. Up to this time the Bank seemed to have been struck 
with actual paralysis. Notwithstanding the continuous rise in 
the market rate of interest, and the unmistakeable drain of" 
bullion that, had set in, they, on the 28th of February, issued a 
notice continuing the lIame rates on the same securities as in the 

\ previous Kovember. And it was not until the 16th May that they 
suddenly raised it to 5 per cent. The above figures show how 
completely the directors had belied their own principles of keeping 
i.heir bullion at, one-third of the liabilities. The .market rate 
had advanced considerably more rapidly, so that the Bank was 
yet below it. The drain' still continued. On the 28th May tho 
bullion. stood at £3,910,000, and the liabilities upwards of 
twenty-four millions and a half; but the directors seemed so 
utterly blind that, on' the 30th May, the time of shutting the 
books for the dividends, they still offered advances at 5 per cent. 
till the 23rd July on the same securities a8 have been last 
mentioned. However, on the 20th June, they at last became 
alarmed, and issued notices that the rate of discount would be 5! 
and no securities would be r~ceived except bills of exchange 

74. On the 16th July the liabilities were £28,860,000, 
the securities, £28,846,000, and the bullion £2,987,000. The 
Directors at last awoke to the fact that the Bank was rapidly 
drifting into bankruptcy. On the 13th July they gave notice 
that they would be ready to receive tenders for the purchases of 
Bome terminable annuities, bnt the minimum price they fixed was 
10 high that no sale took place 

75. Besides raising the rate of discount in May, the Bank. 
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Bold public securities to the amount of £760,000, and iii authorised 
bills upon Paris'to be drawn to its account to the amoun~ of 
£600,000. These measures had the effect for a short tiine of 
arresting the drain. But when these bills· came to maturity the 
Bank was in no better position to meet them, and it then became 
necessary to create a larger credit in Paris to meet the first. 
The position of the Bank was, of course, well known to all 
the foreign dealers in exchange, and in June it was geuerally 
expected abroad that the Bank could not maintain payments in 
specie. In consequence of this, all long-dated bills npon this 
country were sent ~ver for immediate realisation, and the values 
withdrawn as speedily as possible.. To counteract this drain, as 
well as to meet the payments of the first credit which had been 
created on behalf of the Bank, it was obliged, in Jnly, to organise 
a measure of a much larger nature. Messrs. Baring entered into 
au agreement with twelve of the leading bankers in Paris, to 
draw bills npon them to the amount of upwards of £2,000,000; 
and as each of them had only a fixed credit at the Bank of 
France, that Bank agreed to honour their acceptances in case 
they should be presented there and exceed their usual limits. 
An operation of a similar nature to the amount of £900,000 was 
organised with Hamburg. As soon as auy bill was drawn on 
account of one of these operations, the Bank transferred an equal 
amount of the. annuities it had offered for sale in July to two 
trustees, one for the drawers and the other for the acceptor. Out 
of this second credit the bills which fell due from the creation 
of the first credit were paid. 'This measure had the effect of 
gradually arresting the drain of bullion, which reached its lowest 
point in the week ending the 2nd September, i839, when it was 
reduced to £2,406,000. From that time it began slowly to 
increase; and in the last week of the year it stood at £4,532,000, 
the liabilities being £23,864,000, and the securities £22,098,000. 
The operations ensuing from this foreign credit extended over 
nine months, from July, 1839, to April,1840, and the highest 
amount· operated upon was in November, 1839, when,it was 
£2,900,000 

76. The figures we have ~uoted, shewing the proportions 
between the bullion and the liabilities of the Bank, are sufficienli 

vor,. II. L 
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to shew either that there was some. natural· impossibllity ·in 
adhering to the rule the directors had laid down for their 
guidance in 1832, or that they had not sufficient firmness to 
contract their securities in time of pressure to maintain it. The 
flagrant disproportion which these figures had assumed, which 
would scarcely be safe in an ordinary banking house, but which 
were to the last degree perilous in the Bank of England, which 
was known to be the last resource of every bank in the kingdom 
in times of difficulty; turned the attention of writers to devise 
Bome plan by which, if possible, the Bank should be compelled to 
maintain the proper proportion between bullion and liabilities. 
Colonel Torrens· appears to have been the originator ot the idea, 
which, was eventually adopted, of dividing the Bank into two 
distinct departments, independent of each other; one for the 
purpose of issuing a regulated amount of notes, and the other for 
carrying on the business of banking. This plan was first started 
in 1837, and was much, canvassed and discussed by several 
eminent writers on~the subject, such as Mr. Tooke" Mr. Norman, 
and others; and we shall see was afterwards one of the most 
prominent features in Sir Robert P.eel's .Act of 1844, and we 
shall reserve to its proper place the account of the plan which 

. was ultimately adopted. The great commercial and monetary, 
crisis the country had passed through within the few preceding 
years, attracted much public attention, and several petitions 
were presented to Parliament; ,and in March, 1840, the Govern
ment determined to institute an inquiry into the whole system 
of paper issues. On the lOth of that month the Chancellor cif 
the Exchequer moved for a Committee for that purpose. He 
reminded the House that t.he Bank Charter would terminate in 
1844, and he thought it expedient that they should not postpone 
inquiry into the subject till the last moment. That whatever 
might be the difference of opinion among the most intelligent 
men, as to what part of the difficulties they had gone through 
were to be attributed to the Bank of England, or other Banks, 
still they were very strongly of opinion that the present system 
required revision, and alteration. Leaving out of consideration 
former transactions, the difficulties and embarrassments which 
the country had gone through, within the last few years, had led 
the most important bodies, and the largest of the manufacturing; 
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towns, to make cumplaints-in calm and temperate language
and to express an anxiety that the House should institute an 
investigation into their complaints, and endeavour to provide 
adequate remedies. The chief points of interest connected with 
the report and evidence are-

1. That the principle propounded in 1832 for the manage
ment of the Bank, for the purpose of conforming with the 
principles of the Bullion Report was totally condemned 

2. The great modern heresy, that bills of exchange form no 
part of the circulating medium, or currency, which was first 
asserted before a Parliamentary Committee in 1832, was now 
maintained by the great majority of the commercial and banking 
witnesses 

3. This seems to have been the first adoption by mercantile 
men of the theory, which is the· reigning banking fallacy of the 
present day, which is now known by the name of the" Currency 
Principle." ,The principle shortly stated is this-That when 
Bank notes are permt"tted to be t"ssued, thP number in circulation 
should always be exactly equal to the coin which lIJould be in 
circulation if they did not exist. The advocates of this principle 
maintain that it is the only true mode of regulating a paper 
currency, and preserving the paper of equal value with the gold 
coin. This theory sounds remarkably specious and plausible 
and, from the eminence of the persons who have been converted 
to it, has acquired much importance. Nevertheless, we affirm 
that there never was a greater delusion palmed off upon the 
credulity of mankind, and that it never could have emanated 
from, or be believed in by, anyone who had the slightest 
knowledge of banking accounts 

77. The rule for managing the Bank so as to conform to 
the principles of the Bullion Report, which had been considered 
as the acme of wisdom by all the witnesses before the Committee 
of 1832, was thus spoken of by Mr. S. J. Loyd, now Lord Overstone 
-" The rule of keeping a fixed amount of securities, it is true, 
has been suggested by the Bank herself for her guidance: but the 
folly has consisted entirely in the suggestion of such a rule, and 
not in the departllrefrom it." (Q.2904.) And again (Q. 2907) 

L 2 
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-" First for the simple and exclusive purpose of regulating the 
CIrculation of the country, it leaves us without any rule whatever: 
and accordingly we :find by the published returns that no fixed 
relation exists between the amount of bullion and the amount of 
circulation. Second, the circulation may decrease while the bul
lion is increasing, or it may increase whilst the bullion is de
creasing. We have had practical examples of each kind within 
the last few jears. Third, the bullion, though the demands of the 
dupos'itorsmay leave the Bank coffers in large amounts; in fact 
it may be wholly drained out without any con
traction of the circulation, and;, therefore, without any 
effect being produced on prices or the foreign exchanges, by means 
of which tke drain may be checked" 

This passage deserves the closest attention, because the Bank 
Act of 1844 was expressly devised for the purpose of preventing 
Buch a thing, and we shall see shortly how far it W:lS effectual for 
this purpose 

78. Nothing can be more wearisome than to read through 
the enormous mass of heterogenous questions heaped upon one 
another, without aim or drift,. tending to no result, and capable of 
producing none. Nothing can be more humiliating than the 
contrast betwe~ the Bullion Committee of 1810 and the Com
mittee of 1840. The Bullion Committee were masters of the 
science; they knew how to govern the direction of the inquiry, 
to cross-examine the witnesses, and to make them expose their 
own fallacies, by involving ~hem in contradictions and incon
sistencies. And, when the witnesses had given their opinions, 
the Committee were able to judge and decide upon the value 
of the testimony, and the result was the complete demolition 
of the opinions of the great majority of the witnesses. But, 
in the Committee of 1840, the want of a presiding mind is pain
fully conspicuous. They were totally destitute of any knowledge 
of the principles of the science of banking; and after having 
protracted the inquiry through two Sessions, they were obliged 
to come to the hmniliating confession of their own incompetence 
to mme a report on the evidence given, and to suggest to 
Parliament the expediency of appointing a commission for that 
purpose! 
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79. From 1838' there ensued a dismal' series of four bad 
harvests in succession, which were attended with much suffering 
to the people; high prices of corn, and, as a natural consequence, 
large importations of foreign corn, and il.. very low amount of 
bullion in the Bank. In fact, the alleged rule of 1832 was a 
complete dead letter, and it was not till the 21th of August, 1842, 
that these proportions were again attained, when the liabilities 
stood at £29,022,000, and the bullion at £9,129,000. The crops 
of 1842-43-44 were prodigiously abundant-the latter more so than 
any for ten years preceeding. The consequences of this, as well 
as other circumstances which happened at that time to economise 
the capital of the country, produced a cycle of years of great 
apparent prosperity, but which ende4 in the general revulsion of 
1841. This latter part is beyond the ,limits of this Chapter. The 
bullion in the Bank continued steadily and rapidly to accumulate 
until in December, 1843, it reached a higher limit than it had 
ever done before, being £14,982,000, and continued to increase 
ruter Lhat until the passing of the Act of 1844 
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CHAPTE~ XII 

FROM THE BANK ACT OF 1844 TO THE PRESENT 

TIME 

. 1. On the 6~h May, 1844, Sir Robert Peel moved a resolution 
of the House, that it was expedient to con~inue for a limi~ed time 
cer~ain of the privileges then enjoyed by the Bank of England, 
subject to any conditions that might be passed by any Act for 
that purpose. In bringing this resolution forward, he gave a 
preliminary sketch of the evils of the paper currency as it then 
stood, and the methods he proposed for placing it on a sounder. 
footing. After dwelling on the importance of a metallic standard 
and exposing the absurdity of'the theories which were so prevalent 
during the Restriction Act, and the advantage of having a single 
standard of value, he addressed himself to the more immediate 
subject of consideration-the state of the paper circulation of the 
country, and the principles which ought to regulate it-"I must 
state, at the outset, that, in using the word money, I mean to 
designate by that word the coin of the realm, and promissory notes 
payable to bearer on demand. In nsing the words poper currency, 
I mean only ·such promissory notes. I do not include in these 
terms bills of exchange, or drafts or! bankers, or other forms of 
paper credit. There is a natural distinction, in my opinion, 
between the character of a promissory note payable to bearer on 
demand, and other forms of paper credit, and between the effects 
which they respectively produce upon the price of commodities, 
and upon the exchanges. The one auswers all the purposes of 
money, passes from hand to hand withont indorsement, without 
examination, if there be no Buspicion of forgery; and it is, in fact, 
what its designations imply it to be, currency, or circulating 
medium • I think experience shews that the paper 
currency, that is, the promissory notes payable to bearer on demand, 
stands, in a certain relation to the gold coin and the foreign ex
changes, in which other forms of paper credit do not stend, There 
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a~ striking examples of this, addJIced in theReporl of the Bullion 
Committee of 1810, in the case both of the Bank of England and 
of the Irish and Scotch Banks. In the case of the Bank of England 
and shortly after its establishment there was a material depreciation 
of paper in consequence of its excessive issue. The notes of 
the Bank of England were at a discount· of 17 per cent. 
.After trying various expedients. it was at length determined to 
reduce the amount of Bank notes ontstanding. The consequence 
"as an immediate increase in the value of those which remained 
iIi circulation, the restoration of them to par and a corresponding 
improvement in foreign exchanges. In 
the case of Ireland, in 1804 the exchange with England was 
extremely unfavourable. A committee was appointed to consider 
the causes. It was denied by most of the witnesses from Ireland 
that they were at all connected with excessive issues of Irish notes. 
In the spring of 1804 the exchange of Ireland with England was 
so unfavourable, that it required .£118 108. of the notes of the 
Bank of Ireland to purchase .£100 of the notes of the Bank of 
England. Between the years 1804 and 1806 the notes of the 
Bank o.f Ireland were reduced from .£3,000,000 to .£2,410,000, 
and the effect of this, taken in conjunction with an increase of the 
English circulatiou, was to restore the relative value of Irish paper 
and the exchange with England to par. In the same manuer an 
unfavourable state of the exchange between England and Scotland 
has been more than once corrected by a contraction of the paper 
circulation. of Scotland. In all these cases the action has been on 
that part of the paper credit of the country which has consisted 
of promissory notes payable to· bearer on demand. There had 
been no interfereuce with other forms of paper credit, nor was it 
contended then, as it is now contended by some, that promissory 
notes are identical in their nature with bills of exchange, aud with • 
cheques on bankers, and with deposits, and that they cannot be 
dealt with on any separate principle II 

2. There is no need now of saying anything more regarding 
the unhappy heresy with which Sir Robert Peel was then 
infected, that nothing but Bank notes are paper currency, 
because we have nothing new. to say. But it is impossible to 
~ine anything mo~ inaccurately stated as bistorical evidence 
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to support his ideas. In the first place, he committed the 
immense error of omitting to consider that, in the English and 
Irish cases, these things happened when the English and Irish 
Bank notes were not payable to bearer on demand, when they 
were, in fact, inconvertible. In his statement regarding the Bank 
of England he relied upon the Bullion Report. Now, we have 
shewn, by the most incontrovertible evidence, in Chapter IX~ 
that this passage of the Bullion Report is the most amazing mass 
of chronological error and confusion that can be imagined. It 
was not the profuse issues of Bank notes that depressed thB 
exchanges, but t):1e badness of the coin; it was not taking Ban~ 
notes out of circulation that brought the exchanges to par, bu' 
the restoration oJ titS coinage, and'the exchanges were brought to 
par nine months before the Bank note was brought to par. 
Hence, in this case, the statement that the excessive issues of 
Bank notes caused the exchanges to fall, and the withdrawal of 
them restored them to par, has not a shadow of a foundation in 
truth. Hence, there is no truth whatever in saying that the 
action was upon the Bank notes-the action was simply and 
solely on the silver coinago. The Irish case is equally inap
plicable, because the notes were then inconvertible, and they 
were the medium in which payment of bills' of exchange was 
made; and then, unquestionably, an excessive quantity of them 
depressed the exchanges prodigiously; but how does such a case 
apply to notes strictly convertible? The Scotch case is equally 
inapplicable-which will be explained in the following chapter, 
for~he notes were not payable to bearer on demand, but six 
months after demand. Consequently, of these three examples, 
the first is wholly inaccurate, and the other two are wholly 
inapplicable to the case he had in hand 

3. He then proceeded to expatiate on the evils of unlimited 
competition of issues- . 

" Are the lessons of experience at variance with the conclusion 
we are entitled to draw from reason and from evidence? What 
has been the result of unlimited. competition in the United 
States? In the United States the paper circulation was supplied, 

, not by private bankers, but by joint stock banks, established on 
principles apparently the most satisfactory. There W88 every 
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precaution taken against insolvency, un!imited respons~bility of 
partners, excellent regulations for the publication and audit of 
accounts, immediate convertibility -of paper into goid. If the 
principle of unlimited competition, controlled by such- checks, be 
safe, why has it utterly failed in the United States? How can it , 
be shewn that the experiment was' not fairly made' in that 
Country? Observe this fact, while there existed a central Bank 
(the United States Bank)' standing in some such relation to the 
other banks of-the United States as the Bank of England stands 
to the banks in this country, there was some degr~e (imperfect, 
it is true) of control over the general issues of paper. But when 
the privileges of ' the central BanK ceased, when the principle of 
free competition was left unchecked, 'then Clime, notwithstanding 
professed convertibility, immoderate issues of paper, extravagant 
speculation, and the natural consequences, suSpension of cash 
payments and complete insolvency. Hence I conclude that, 
reason, evidenc~ and experience combine to demonstrate the 
impolicy and danger of unlimited competition in the issue of 
paper" ' 

4. . It . is impossible to say which is the more remarkable in 
this exfa'act-the evidence Sir Robert Peel .omitted, or the 
evidence he adduced. The first thing that strikes DB is:"'-' What 
was the need. of crossing the" Atlantic iIi search of an example 
of joint stockba:nks, with unlimited competition of issues? 
Why did he not cross the Tweed? On the northside of the 
Tweed there had existed joint stock banks, with unlimited issues, 
for 150 years, and no central bank to control the others; the 
principle of free competition was left unchecked,and the natural 
consequences, "suspension of cash payments and complete in
solvency," had never occurred. But Sir Robert Peel carefully 
avoided saying one word about that case, and the reason was that 
it militated against the theory he was determined to carry at all 
hazards, that of one Central Bank of IS8ue 

5. But the evidence he adduced was as great a misrepre
sentation.of historical fact as what we have quoted in Section 2. 
The American Banks, indeed, established on principles the most 
Ilatisfactory I why John Law was the parent of American banking I 
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'l'hey were a formal adoption of the wild theories of Law. How
ever, we cannot fully expose the fallacy of Sir Robert Peel's 
views of American banking until a subsequent chapter; but 
as to the fact of the Central Bank of the United States exercising 
any due controlling influence over the other Banks, we will only 
quote a passage from President Van Buren's message to Congress, 
IS39-

"I am aware it has beeu urged that the control (over the 
operations of the local banks) may be best attained and exerted 
by means of a National Bank The history 0/ the late National 
Bank, through all its mutations, skews that it was not so. O. the 
contrary, it may, after a <;areful consideration of the subject 
be, I think safely stated, that at every period of banking excess 
it took the lead; that in IS17 and ISIS, in IS23, and in IS33, and 
in IS34, its vast expansions, followed by distressing contractions, 
led to those of the State institutions. It swelled and maddened 
the tides of the banking system, but seldom allayed or safely 
directed them. At a few periods only was a salutary control 
exercised, ,but an eager desire, on the contrary, exhibited for profit 
in the first place; and if afterwards its measures were severe 
towards other institutions, it was because its own safety compelled 
it to adopt them. It did not differ from them in principle or in 
form; its measures emated from the same spirit of gain j it felt 
the same temptation to over-issue; it suffered from and was totally 
unable to avert, those inevitable laws of trade, by which it was 
itself affected equally, with them, and at least on one occasion, at 
an early day, it was saved only by extraordinary exertions trom 
the same fate that attended the weakest institution it, professed to 
supervise. In IS37 it failed equally with others in redeeming its 
notes, though the two years allowed by'its charter had not expired, 
a large amount of which remains at the present time outstanding." 

Such ,was the language held by the Government regarding 
that institution to whose abolition Sir Robert Peel attributed the 
destruction of American credit I and if we were to descend from 
the evidence of the Executive to that of the most eminent private 
commercial writers, such as Mr. Galatin, Mr. Lee, Mr. Appleton, 
and others, we shall find that the most reckless mis-management 
was the chief characteristic of that Bank. So much for the value 
of it as an argument in support of Sir Robert Peel's views 
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6. Sir Robert Peel then said that some contended-and he 
was not prepared to deny the proposition-that if we had a new 
state of society to deal with, 'the wisest plan would be to claim for 
the state, the exclusive privilege of the issue of promissory notes, 
as we have claimed for it the exclusive privilege of coining. They' 
considered that the State is entitled to the whole profits to be 
derived from that which is the representative of coin, and that if 
the State had the exclusive power of issuing paper, there would be 
established' a controlling power which would ensure, as far as 
possible, an equilibrium in the currency. Is, it necessary to point 
out, the gross and ludicrous fallacy of Sir Rober~ Peel in this 
sentence? It is the height of incorrectness to say that the State 
has the exclusive power over the coinage, or at least, that she has 
reserved it to herself. Ever since the reign of Charles II .• every 
private person has the right to have bullion coined at the Mint; 
formerly both gold and silver, to an unlimited extent. Since 1816 
this privilege is confined to gold coin. At this moment all persons 
are en~itled to have as much gold bullion as they please coined at 
the Mint; the only thing the State reserves to itself is the privilege 
of coining it so as to insure its being of a certain weight and fine~ 
ness. But in what way is this analogous to the issue of promissory 
notes? The only duty of the State is to take measures that those 
who issue notes shall be in a condition to fulfill,their promise of 
payment on demand. He then stated it was the intention of ,the 
Government to increase as much as possible the power of a single 
bank of issue, and tha,t bank should be the Bank of England. The 
Bank was, therefore, to continue its privileges of issue, but it was to 
be divided lnto two departments, the one for the purpose of issuing 
notes, and the other for the ordinary business of banking. But 
the Bank was to be deprived, once for all, of the power of un
limited issues. These were to take place in future on two 
foundations only: 1st, a fixed amount of public securities; and 
2ndly, bullion. The amount of issues upon public securities was 
permanently fixed at £14,000,000; every other note was to be 
issued in exchange for bullion only, so that the amount of notes 
issued on bull~on should be governed solely by the action of the 
public. Although Sir, Robert Peel wished that there should only 
be a single bank of issue, yet existing interests were 'to be regarded; 
and those banks which were at that timll lawfully issuiJJlg their 
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own notes might remain banks of issue; but their amount WAS to 
be strictly limited to a certain definite average. There were other 
details concerning joint stock banks which we shall reserve 

7. On the 20th of May, Sir Robert Peel iutroduced his further 
resolutions, and proposed that, in the event of any country banks 
of issue failing, or withdl'l\wing their notes voluntarily from 
circulation, the Bank might, with the consent of the Crown, 
increase its issues to a definite proportion of the notes thus with
drawn. And further, that the Bank should be obliged to buy 
all gold bullion presented for purchase at £3 17,. 9d. per ounce 
(the Bank had been giving only £3 17,. 6d.), and a certain 
proportion was allowed to be on silver bullion, as the export of 
that was a proper remedy for the iuconvenience of our standard 
differing from that of other nations. It was therefore of great 
importance to ensure such a stock of silver in this country, II.'! 

rnigM meet the wants of merchants, and prevent them having to 
send to the Continent for it. He proposed that the silver bullion 
upon which the Bank might issue notes should not. exceed one
fourth of the gold bullion 

8. It was impossible for Sir Robert Peel not to see the incon
sistency of his measure of 1844, with his expressed sentiments in 
1819 and 1833, that it was inexpedient to limit the issues of tho 
Bank to any fixed amount, because thero were times of com
mercial difficulty, when an increased issue of notes might be the 
proper remedy. There is no doctrine more strenuously insisted on 
by the Bullion Report, by the Statesmen of 1819, as well as by 
the Government in 1833, and Sir Robert Peel himself, at both 
these periods, than that it was impossible to fetter the discretion 
of the Bank in its issues. Sir Robert Peel knew that he was 
now taking away this power from the Dank altogether, and, 
accordingly, he was obliged to meet this objection. lie said-

IC It is said that the Bank of England will not have the means 
which it has heretofore had of supporting publio credit, and of 
affording assistance to the mercantile world in times of commercial 
difficulty. Now, in the first place, the means of supporting credit 
are not means exclusively possessed by banks. All who are 
possessed of unemployed capital, whether bankers or not, and who 
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can gain an adequate return by the advance of capital, are enabled 
to afford, and do afford, that aid which it is supposed by some 
that banks alone are able to afford. In the second place, it may 
be a question. whether there be any permanent advantBo0'8 in the 
maintainance of public or private credit, unless the means of 
maintaining it are derived from the bona jidB advance of capital, 
and not from a temporaI'J increase of promissory notes, issued for 
a special purpose. Some apprehend that the proposed restriction 
upon issue will diminish the power of th~ Bank to act with 
energy at the period of monetary crisis and commercial alarm and 
derangement. But the object of the measure is to prevent 
(so far as legislation can prevent) the recurrence of those evils 
from which we sutTered in 1825, 1886, and 1889. It is better 
to prevent the paroxysm than to excite it, and trust to 
desperate remedies for the means of recovery" 

Sir Robert Peel, therefore, deliberately· took away the power 
of the Bank to act on extreme occasions, under the impression 
that his Act would prevent these extreme occasions from aribing. 
We shall see how his hope was fulfilled 

9. Sir Charles Wood followed Sir Robert Peel, travelling 
over the same gronnd, and giving the B8IIle caricatured description 
of American banking as he had done; moreover, he also was 
infected with· what is known by the name of the "currency 
principle "-

" It is not enough. then, to enact that the Bank notes shall be 
convertible. The paper circulatioI1 must not only be convertible, 
but must vary in amount from time to time as a metallic circu
lation would vary. A system, therefore, of paper circulation is 
required, which will attaiu this object. and insure a constant and 
steady regulation of the issues on this principle. This, and this 
alone, affords a permanent security for the practical convertibility 
of the notes at all times, and for the consequent maintenance of 
the standard" 

10. The bill was read a second time, after a feeble opposition, 
by a majority of 185 to 80. II; passed through the House of 
Lords with a very short debate, and no division. Lord Radnor 
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alone protested against it, and it received" the Royal Assent on 
the 19th of July, 18H 

11. The chief provisions of this Act are as follows (Statute 
1844, c. 82)-

1. That, after the 31st August, 1844, the issue of Bank 
notes by the Bank of England should be kept wholly distinct 
from the general bankiqg business, and be conducted by such a 
committee of the directors as the Court might appoint, under the 
Dame 6f the" Issue Department of the Bank of England" 

2. That, on the same day, the Governor and Company 
should transfer, appropriate, "and set apart to the" issue depart." 
ment securities to the value of £14,000,000, of which" the debt 
due by the public to the Bank was to be a part ; and also 80 

much of the gold coin and gold and silver bullion as" should not 
be required for the" banking department. The issue departmeut 
was then" to deli vel' over to the banking department an amount, 
of notes exactly equal to the securities, coin, and bullion so 
deposited with them. The Bank was then forbidden to increase 
the amount of securities in the issue department; but it might 
diminish them as much as it pleased, and increase them again to 
the limit defined, but no further. The banking department was 
forbidden to issue notes to any person whatever, except ill 
exchange for other notes, or such as they received from the issue 
department in terms of the Act 

3. The proportion of silver bullion, in the issue department, 
on which notes "were to be" issued, was not at any time to exceed 
one· fourth part of the gold coin and bullion held at the time by 
the issue department 

4." All persons whatever, from the 31st August, 1844, were 
to be entitled to demand Bank notes in exchange for standard 
gold bullion, at the" rate of £3 178. 9d. per ounce 

5. If any banker who, on the 6th May, 1844, was issqing 
his own notes, should cease to do so, it should be lawful for the 

\ Crown, in Council, to authorise the Bank to increase the amount 
of securities in the issue department to any amount not exceeding 
two·thirds of the amount of notes withdrawn from circulation' 

6. Weekly accounts in a specified form were to be trans-" 
mitted to Government, and published in the next London Gazette 
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.7. From the same date the Bank was relieved from all.stamp 
duty on their notes _ 

8. The annual sum payable py the Bank for their exclusive 
privileges should be increased from .£120,000, as settled in 1833, 
to .£180,000. And all profits derived by the Bank from the 
increase of their issues above the '£14,000,000 as prescribed by 
the Act, shall go to the public 

9. After the passing ,of the Act, no person other than a 
banker who was lawfully issuing his own notes on the 6th May, 
1844, should issue Bank notes in any part of the United Kingdom 

~O. After the passing of the Act, it was forbidden to any 
banker to draw, accept, make,or issue, in England or Wales, any 
bill of exchange, or promissory note, or engagement for the payment 
of money.payable to bearer on demand, or to borrow, owe, or take 
up in England or Wales, any sum or Bums of money, on the bills 
or notes of suck banker, payable to bearer on demand, . except such 
bankers as were on the 6th May, 1844, issuing their own Bank 
notes, who were allowed to continue their issues in such manuer, 
and to such extent, as afterwards provided. The rights of any 
existing firm were not to be affected by the withdrawoJ, change, 
or addition of any partner, provided the whole number did not 
exceed 'six persons 

11. Any banker who ceased to issue his own notes .from any 
reason. whatever, after the Act, was not to resume such issues 

12. All existing banks of issue were forthwith to certify to 
the commissioners of stamps and taxes the place, and name, and 
firm at and under which they issued notes during the twelve 
weeks next preceding the 27th April, 1844. The commissioners 
were then to ascertain the average amount of each bank's issues, 
and it should be lawful for such banker to continue his issues to. 
that amount, provided that on an average of four weeks they 
were not to exceed the average so ascertained . 

13. If any two or more banks of issue had become united 
during that twelve weeks, the united bank might issue notes to 
the aggregate amount of each separate bank . 

14. ·The commissioners were to issue in the London Gazetl6 
a statement of the authorised issues of each bank 

15. If two or more banks afterwards become united, each of 
less than six partners, then the commissioners might authorise, 
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tnem to issue notes to the amount of their separate issues. But 
if the number of the united bank exceeded six, their privilege 
of issuing notes was to cease 

16. If any banker exceeded his authorised issue he was to 
forfeit the excess 

17. Every bank of issue was to ~end a weekly account of its 
issues, which was to be published in the London Gazette 

'18. The mode of taking the average was laid down, and 
bankers were to permit their books of account to be inspected 
by a Government officer properly appointed, and to make a return 
to Government once every year, within the first fortnight in 
January 

19. The Bank of England was allowed to compound with 
private banks of iSl!ue, to withdraw their own notes, and issue 
Bank of England notes, for a sum not exceeding one per cent. 
per annum, up to the 1st August, 1856 

20. All banks whatever in London, or within 65 miles of it, 
.were allowed after the passing of the Act to draw, accept, or 
indorse bills of exchange not being payable to bearer on demand 

21. The privileges of the Bank were to continue till twelve 
mo~ths' notice, to be given after the 1st August, 1855; and 
repayment of the public debts, and all other debts whatever 

12. Such are the leading provisions of Sir Robert Peel's 
Act, which waS meant to carry out a particular theory of 
currency, which we have no hesitation in affirming is one of the 
most stupendous delusions on the subject that anyone ever 
conceived. A theory as opposed as possible to the opinions of all 
the greatest. authorities on the subject, during the great dis· 
cussions on the currency in 1804, 1811, and 1819, which }Ve have 
already abundantly quoted in the former part of this volume. 
But the most remarkable circumstance is that the Act authorises 
the most flagrant violation of the principle it is intended to 
enforce; for the issuing of notes upon the public funds is the 
most vicious principle possible. It is the theory of John IJaw, 
which we shall more fully consider in a subsequent chapter. 
Indeed, so utterly blind was one of the most distinguished 
advocates of this theory to the tme nature of monetary science, 
that he boasted that, " practically considered, fluctuatious in the 
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rate of interest, and in the state of cOmmercial, credit, so fai.· as 
I,hey can result from alteration in the' value of the currency, may, 
under the operation of the proposed system, be ,taken at nihil ". 

13. The avowed object of the Act of 1844 was to take the 
regulation of the currency out of the hands, or even the power, 
of the directors of the Bank of England. The incorrigible 
mismanagement of that body had, in the opinion of everybody, 

. aggravated every crisis. The authors of the Act of 1844 :flattered 
themselves that for every five sovereigns that left the country a 
five-pound note must be withdrawn from circulation. We shall 
see hereafter how this expectation was fulfilled. In the meantime 
Sir Robert Peel himself ,and all the supporters of the' Act gave 
out that it was the complement of the Act of 1819, though we 
confess we do not clearly see the meaning of the phrase. If, 
however, they mean to say that it was in the spirit of the Act 
o( 1819, or of the statesmen of that period, we wholly deny such 
to be the fact, and to suppose so only argues the most profound 
ignorance of the doctrines .of the authors of the Act of 1819 

14. The issues of notes, then, of the Bank of England are 
founded upon two of the most fatal delusions that ever pre
vailed on the subject of the paper currency; the one the theory 
of John Law and the other the" Currency Principle," which 
came into fashion about thirty years ago 

15. We have observed, in the last chapter~ that, owing to 
the good harvests of 1842-43-44, the bullion in the Bank accumu
lated very rapidl! during these years, and a very large quantity 
of money, which the nation must otherwise pave spent in food, 
was set free for commercial purposes. Other circumstances 
occurred at the same time to liberate a large quantity of the 
capital of the country from its accustomed use, and to render it 
applicabJe to commercial purposes, which have been very clearly 
aud ably pointed out by Mr. James Wilson. He shews that the 
rapidity and certainty of conveyance reduces very greatly the 
amount of stock it is necessary at 'all times to keep on hand when 
communications are slow and uncertain. That the amount of 

* CoZ. Torrens. Tooke's Hilt. of Prices, Vol. IY.,p. 282, 

VOL. II. lr[ 
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goods in transit is much larger with a slow conveyance than a 
quick one. For example, when Manchester supplies London with 
manufactured goods-if it takes seven days by canal for thE''le 
goods to reach London, it is clear that there must always be 
seven days' consumption of goods on the way. If the same 
transit is accomplished by railway in one day, it is only necessary 
to have one day's consumption on the way; and the capital 
employed in producing the other six days' consumption is 
liberated, and may be employed in promoting other commercial 
operations. When we consider the enormons economy of capital 
required in the transaction' of the same amount of business 
which was effected by the introduction of more rapid modes of 
communication, whether by railways or steamboats, we shall 
understand how greatly they increased the national resources. 
There can be no doubt that the economy of national capital 
effected by the extension of railways far exceeded the losscs 
which occurred from unsuccessful speculation in them. Now, 
these operations were beginning to have their full effect in saving 
the national capital, simultaneously with the good harvests of 
1842-43-44, and helped to swell the qnantity of disposable capital 
to an unprecedented extent 

16. An attentive consideration of these circumstances is 
absolutely necessary, because they shew, if anything· WE're 
necessary to shew it, the gigantic error committed by many 
writers, who think that the prices of goods mnst vary exactly 
with any increase or decrease of the amount of the currency, 
whereas there is· no necessary relation between the two whatever. 
The particular methods of doing bnsiness have the most im
portant influence on the quantity of capital necessary to carry it 
on; and a clumsy or more ingenious method of transacting 
business may make the most important changes in the quantity 
of money necessary to circulate any given amount of com
modities without causing any alteration in the prioe of those 
commodities 

17. The Act of 1844 having placed an absolute limit upon. 
tIle discretion of the Bank iil issuing notes, Sir Robert Peel said 
that he thought that banking business could not be too free and 
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unrestraiued. The extraordinary accumulation of capital. arising 
from the circumstances we have just detailed, lowered the market 
rate of discount to If and 2l on the best bills, and the Bank of 
England immediately conformed to the market rate on the 
passing of the Act. and reduced its rate from 4: per cent. to 2t 
for the best bills. The day the Act came into operation, indeed, 
the whole of the discounts were done at If, and they continned 
at that rate for a fortnight, when some were done at j per cent.; 
and up to the 26th October a considerable portion was done 
at 2f. From this date, however. up to October, 1845, the rate 
was 2t. In November. 1845. the rate ~ suddenly raised to Si. 
and continued at that figure till Augnst, 1846, when it was 
lowered to S per cent. These rates being governed by the flow 
of bullion, which diminished from 15i millions when the Act 
of ISH ~ to lSi millions in November, 1845; after which 
it increased again to above 16 millions in August, 1846, and then 
began steadily to decline till it reached its minimum in the great 
crisis of October. 1847 

18. The first failure of the potato crops in Ireland in 1845, 
and the rail way mania of that year, mnst be too fresh in the 
recollection of most persons to need repetition here; nor had they 
anything to do properly with the management of the Bank, whose 
sole proper duty was to look to its own afi'ail's, and preserve its 
own stability. The calamity of 18!6 was far more severe and 
extensive than that of the preceding year. It was absolutely 
certain that an immense quantity of bullion would require to be 
exported in payment of the grain it would be necessary to import. 
Accordingly, from the middle of September, 1846, a steady and 
continuous drain of bullion set in, but 1M Bani; mad, flO 

Glieration in tA, rat, of diJlt01l11t until the 16th January, 1847, 
when the bullion had fallen to £IS,949,000 it raised the rate of 
discount to Si, and on the 28rd, the bullion ha\-ing been further 
diminished by £500,000, it raised the rate to .( per cent. Hence
forth the drain oontinued rapidly, but the Bunk still continued to 
make no alteration unt.il the 10th April, when its treasure being 
reduced to £9,867,000, the rate of discount was raised to 5 per 
cent. Here we have the same inVeterat.e blunder committed by 
the Bank. as on SO many previous occasions-an immense drain 

)[2 
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of bullion, and yet none but the .most feeble, inefficient, and 
puerile means taken by the Bank fo raise the value of money 
here. But the operation of the Bank at this time is an excellent 
example of the self-acting nature of the Act of 1844. We need 
only observe that the Banking Capital of the Bank of England is 
£14,000,000 of notes, based upon public secnrities, together with 
notes representing as much bullion as there is in the issne 
department: Consequently, the notes held in reserve must always 
be equal to the difference between the notes in circulation, or 
held by the public, and the sum of £14,000,000 added to the 
quantity of bullion. Now, we have seen that the intention of the 
framers of the Act of 1844 was that, as the bullion diminished, 
the notes in the hands of the public should be diminished, in con
formity with the .1 currency principle." Let us now see, 1st-
How the Bank was inclined to act on the principle; and, 2ndly
Supposing they were disinclined to do so, how far the Act, by ite 
self-acting principles, compelled them to do so. The following 
figures speak for themselves-

Bank Notes. 

Minimum 
1846. Held In Re .. rve 

Total Amonnt nate of 
Held by the of Bulllon. Diaconu' 

Public. by the IIHnk ;Per~1.t. 
of England. 

August 29 .... .. 20,426,000 .. .. 9,450,000 .. .. 16,366,000 .... S 
October S .. _ ... · .20,551,000 •• .. 8,809,000 •• .. 15,817,000 .... 

" November 7 .... .. 20,971,000 .. .. 7,265,000 .. .. 14,760,000 .... 
" December 19 •• .. 19,549,000 .. •• 8,864,000 •• .. 15,163,000 .... 
" 

1847. 
January 9 .... • .20,837,000 •• •• 6,715,000 •• .. 14,308,000.. .. 8 

.. 16 .... · .20,679.000 .• .. 6,546,000 .. .. 13,949,000 .... 3~ 
" 30 .••. • .20,469,000 •• .. 5,704,000 .. .. 12,902,000 .... 4 

February 20 .••• .. 19,482,000 .. .. 5,917,000 .. .. 12,215,000 .... ;; March6 ...... · .19,279,000 .• .. 5,715,000 .. .. 11,596,000 .... 
20 ...... • .19,069,000 •. •• 5,419,000 .. .. 11,232,000 .... .. 

April 8 ........ • .19,855,000 .. •• 3,700,000 .. .. 10,246,000 .... .. .. ~O ........ • .20,243,000 •• .. 2,558,000 .. .. 9,867,000 .... 5 

These figures show the utter futility of the idea that, as the 
bullion diminished, the Act could compel 8 reduction of notes iu 
the hands of the public, for the notes in circulation were within 
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an insignificant trifle as large in amount when the bullion was 
only £9,867,000, as when it was £16,366,000. Consequently, 
nothing could· be a 1;I10re total and complete failure of the Act 
of 1844, on the very first occasion its services were required 

19. Now, let us recall our readers' attention to what Mr. S. 
J. Loyd had pointed out as the fatal ·defect of the Bank rule of 
1832, which we have given in § 77 of the preceding chapter. He 
said that under it the who16 bullion in the Bank might b9 drained 
out without any contraction in the circulation, and it was supposed 
that the Act of 1844 had especially provided against this defect. 
In fact, the whole theory of the framers of the Act was, that for 
every five sovereigns which left the country a £5 note should be 
withdrawn from circulation: and that if the directors failed to do 
so of their own accord, the" mechanical" action of the Act would 
compel them to do so. But what was the actual result P The 
Bank had lost £7,000,000 of treasure, and its notes in circulation 
-were only reduced by £200,000; the whole of the reduction had 
been thrown upon its own reserves. Hence the Bank Act was 
open to exactly the same charge as the Bank rule of 1832 I 

Mr. F. T. Baring, ex-chancellor of the Exchequer, who main
tained that the Act had been successful on several points, allowed 
that it had completely failed on this point·-" I find that the 
amount of bullion in the Bank on ~eptember 12, 1846, 
was £16,354,OQO", and on April 17, 1847, it was reduced to 
.£9,330,000, being a .diminution of £7,024,000. Now, I take 
the same dates with respect to· the circulation of notes, and I find 
that on September 12, 1846, the amount was £20,982,000, aud 
on April 17, 1847. iii was. £21,228,000, being an increase of 
£246,000. • • • • I must say that I never entertained the 
idea that it would have been possible under the operation of this 
bill to have shewn such a set of figures. • • • • • I believe, 
if we look back we shall find that the operation of the deposits and 
the question of the reserve was not sufficiently considered either by 
those who were favourable or those who were opposed to the bill. 
I cannot find in the evidence before the Committee of 1840 more 
than n f~1V sentences leading me to suppose that danger aris~ng 

• Hansard. Part Debates, Vol. 95, p. 615. 
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from such a cause was contemplated or referred to: yet this was 
a most important consideration, for it was by the reserve illO Balik 
u'as enabled to do what was contrary to th8 spirit 0/1h8 bill-II'/tm 
gold was running out, not to reduce their circuiafioll by a Bi7l!Jle 
pound. I do not think that the system works satisfactorily in 
this respect: and, in fact, the point did not receive anything like 
a sufficient consideration. Perhaps it was impossible ·before the 
bill was in practical operation to see how the reserve of notes 
would operate: but it certainly never entered into the contem· 
plation of anyone then considering the subject that £7,000,000 
{II gold should run off, and yet that tlte notes in th8 hands of th8 
l'ublw would ratlUJ1' increase than diminish" 

20. The number of notea held in reserve in the Banking 
department, under the new system of 1844, corresponded in 
effect very much to the amount of the bnllion held by the Bank 
before its division. When, therefore, the publicaa", that the 
whole banking resources of the Bank were reduced to £2,558,000, 
a complete panic seized both the public and the directors. The 
latter adopted measures of the most unprecedented severity to 
check the demaud for notes. The rate was not only raised to 
5 per cent., but this was only applicable to bills 'having only a 
few days to run, and a limit was placed npon the amount of bills 
discounted, however good they might be .. Merchants who had 
received loans were called upon to repay them without being 
permitted to renew them. During some days it was impossible 
to get bills discounted at all. These measures were effectual in 
stopping the efflux of bullion, and a sum of £100,000 in 
sovereigns, which had been actually shipped for America, was 
re·landed. During this period the rate of discount for the best 
bills rose to 9, 10, and 12 per cent. During all this time the 
price of wheat continued steadily to rise, notwithstanding the 
monetary pressure, and at the close of May the price on one 
occasiou reached ISIs. iu Windsor market. The foreign ex
changes, which had been adverse to the country during the latter 
l)art of 1846 and the beginning of 1847. from the immense 
quantity of foreign corn which was imported, became favourable 
in the middle of April, partly owing to the great monetary 
pressnre 
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21. The pressure passed oft after the first week in May. 
hav.ing lasted about three weeks, and bullion began to flow in 
after the 2-!th of April. until, at the end of June, it amounted to 
£10,526,000. the notes in circulation being £18,051,000. and the 
notes in reserve £5,625,000 

22. The conduct of the Bank, in keeping down the rate of 
discount when a rapid drain was going on, and the foreign 
exchanges were unfavourable. was the exact connterpart of what 
it had done on so many previous occasions, and excited much 
comment and adverse criticism by the whole commercial com
munity of London. The market rate rose decidedly above it; so 
that a rush for discounts was made to the Bank, which were no 
sooner granted than the gold was immediately drawn out 

23. On the 27th of May the Chancellor of the Exchequer 
brought the subject of the monetary pressure before the Hoose, 
and stated that he had numerous deputations to him respecting 
a suspension of the Act of 1844. which the Government were not. 
prepared to adopt. However, he meant to assist the Bank so far 
as to dispense with the aid the Government usually had from the 
Bank at Quarter day. With this view he intended to raise the 
interest on Exchequer bills. which were then at a greater 
depreciation than any other species of Government security, to 
3d. per day. . On the 10th he brought in a resolution to allow all 
persous who had subscribed to the eight million Irish loan a 
discount of 5 per cent. on any instalment paid in before the 18th 
of June, and (per cent. if paid in before the lOth of September 

24. The enormously high price of grain, which had no 
parallel since 1812. had the natural effect of tempting a great 

. number of houses to enter into speculations for the import of 
grain. far beyond their power to support. The enormous im
portatious in May. June, and July. coupled with the very 
favourable appearance of the harvest, caused a heavy and con-· 
tinuous fall in the price of grain, and the reports of the potato 
crop being favourable, the price of wheat fell to (9&. 6d. in 
September. But the tremendous fall in the price of wheat had 
been attended with ruin to the houses which had speculated in it. 
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Moreover, that hideous nuisance which always flourishes with 
noxious luxuriance in times of speculation-accommodation 
paper-was extensively prevalent. The failures in the corn 
trade began in August, which engendered a great discredit in 
that and other branches of commerce. On the 7th of August 
the minimum rate of discount was raised to 51, but this only 
referred to very short-dated paper, lIB the greater part of the 
paper discounted WIIB charged at much higher rates, even up to 
7 per cent., which were maintained up to the 9th October 

25. On the 9th !ugust the first of the frightful catalogue 
of failures began. Leslie, Alexander and Co. stopped payment, 
with liabilities amounting to £500,000. On Wednesday, the 
11th, Coventry and Sheppard stopped for £200,000, and King, 
Melville and Co. also for £200,000, and several other minor firms 
made the total failures in the first week amount to £1,200,000. 
In 'the next week Giles & Co. failed for £100,000, and the total 
in . the second week WIIB £300,000. In the following week 
Robinson and Co. failed for £110,000, the senior partner of 
which firm was the Governor of the Bank of England. In three 
weeks the failures were £3,027,000. Week after week followed, 
each one increasing in severity, until at last the total exceeded 
·£15,000,000. In the middle of September Saunderson and Co., 
.the eminent bill brokers, stopped payment, being much involved 
with the great houses in the corn trade. The exchanges, which 
had been brought to par in April by the monetary pressure in 
that month, were, in consequence of the increasing severity of the 
clisis, become decidedly favourable, and on the 25th of September 
bullion began to flow in. During the whole of September the 
commercial calamities were falling fast and thick 

26. Almost all the firms connected with the Mauritius, such 
88 Reid, Irving & Co., failed, principally from having their funds 
locked up in sugar plantations. This was accompanied by 
immense failures in the India trade; the credit commonly given 
in that trade being of unusual length, which affords dangerous 
facilities for stretching it to too great a length. The railway 
works which had been sanctioned in the session of 1845-46, were 
now in full operation, causing an immense demand fol' ready 
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money. Almost every tradesman in the kingdom, from Land's 
End to John O'Groats, was deep in railway speculations. The 
extravagant deliri)lm of prospe;rity jn 1845-46 had caused great 
numbers of them, not only to live far beyond their means them
selves, but to trust their customers beyond all the bounds of 
ordinary credit. We have heard' it said that in numberless 
instances their bills for goods furnished in 1845 were unpaid in 
1847. There can be no doubt whatever but that commercial 
credit of all sorts and descriptions, among all classes of traders, 
was in probably a more unhealthy state than it had ever been 
before, and that an unprecedentedly large portion of the com
munity were entangled in obligations, of which there was no 
prospect of their ever working themselves free. Sharp and 
severe, therefore, as the remedy was, it unquestionably was the 
Tery best thing that could happen, that this unhealthy super
¥tructlire should be cleared away, and that commerce should be 
reconstructed upon an improved and renovated basis. The 
extreme' pressure may be considered to have begun on the 23rd 
of September, when the Bank, adopted more stringent measures 
tbr curtailing the demand upon its reso)lrces. Ever since the 
26th of June the diminution of bullion had been going on 
rapidly; on the 2nd of October it was reduced to £8,565,000, 
the notes in circulation being £18,712,000, and the rese!"e 
£3,409,000. This rapid diminution of their resources shewed 
the directors· that the time had come when they must think of 
their own safety; and on that day they gave notice that the 
minimum rate on all bills falling due before the 15th of October 
would be 5i; and they refused altogether to make advances 
on stock or Exchequer bills. 'fhis last announcement created 
a great excitement on the Stock Exchange. The town and 
country bankers hastened to s~ll their public securities, to 
convert them into money. The difference between the price 
of con sols for ready money and for the account of the 14th of 
October shewed a rate of interest equivalent to 50 pel' cent. per 
annum., Exchequer bills were sold at 358. discount. Everything 
became worse and worse day by day. On the 16th of October 
the Bank rates of discount varied from 5i to 9 per cent. At 
this time the bullion was £8,431,000; the notes in circulation, 
£19,359,000; and in reserve, £2,630,000. The following week, 



170 THEORY AND l'RACTICE OF BANIHNG 

from Monday, the 18th, to Saturday, the 23rd, was the great 
crisis. On that Monday the Royal Bank of Liverpool, with a 
paid up capital of £800,000, stopped payment, which caused the 
funds to fall 2 per cent. This was followed by the stoppage 
of the North and South Wales Bank, also of Liverpool, the 
Liverpool Banking Company, the Union Bank of Newcastle, 
heavy runs on the other banks of the district, and other bank 
failures at Manchester, and in the West of England. As the 
whole of the commercial world knew that the resources of the 
Banking department were being rapidly exhausted, a complete 
panic seized them. A complete cessation of private 'discounts 
followed. No one would part with the money or notes in his 
possession. The most exorbitant sums were offerod to and refused 
by merchants for their acceptances 

27., The continued and ever-increasing severity of the crisis 
caused deputation after deputation to be sent to the Government, 
to obtain a relaxation of the Act, and on Saturday, the, 23rd of 
October, the final determination of the Ministry to authorise the 
Bank to issue notes beyond the limits prescribed by the Act was 
taken and communicated to the Bank, who immediately acted 
upon it, and discounted freely at 9 per cent. The letter itself 
was not actually sent till Monday, the 25th. It stated that the 
Government had expected that the pressure which had existed 
for some weeks would have passed away like the one in April 
had done, by the operation of natural causes; that, being disap
pointed in this hope, they had come to the conclusion that the 
time had come when they ought to attempt, by some extra
ordinary and temporary measure, to restore confidence to the 
mercantile community. That for this purpose they recommended 
the directors of the Bank of England, in the emergency, to 
enlarge the amount of their discounts and advances upon ap
proved 'security; but that, in order to restrain this operation 
within reasonable limits, a high rate of interest should be 
charged, which, under the circumstances, should not, they 
thought, be less than 8 per cent. That if such a course should 
lead to any infringement of the law, they would be prepared to 
propose to Parliament, on its meeting, a Bill of Indemnity. This 
letter was made public about 1 o'clock on Monday, the 25th, and 
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no sooner was it done so than the panio vanished like a dream! 
Mr. Gurney stated that it produced its effect iIi. ten minutes I 
No sooner was it known that notes might be had, than the want 
of them oeased I Not only did no infringement of the Aot take 
plaoe, but the whole issue of notes, in consequence of this letter, 
was only 400,000; so that, while at one moment the whole credit 
of Great Britain wlis in imminent danger of total destruotion, 
within one hour it was saved by the issue of £400,000 

28. The extraordinary and disastrous state of publio credit 
at this period may be judged of by the aid afforded by the Bank 
of England to different establishments, from the 15th of Sep
tember-to the 15th of November, as follows-

'1. It advanced £150,000 to a large firm in London, who 
were under liabilities to the extent of several millions, on the 
security of debentures of the Governor and Company of the 
Copper Miners of England, which prevented them stopping 
payment 

2. It advanced £50,000 to a country banker, on the security 
of real property 

8: It advanced £120,000 to the Governor and Company of 
the Copper Miners, which prevented them stopping payment 

4. It advanced £800,000 to the Royal Bank of Liverpool, 
on the security of bills of exchange, over and above their usual 
discounts; but this was inadequate, and the bank, having no 
further security to offer, stopped payme~t _ 

5. It advanced £100,000 to another joint stock bank in the 
country 

6. It advanced £180,000 on real property, to a large mer
cantile house in London 

7. It advanced £50,000 to another mercantile house, on the 
security of approved names 

8. It advanced £50,000, on bills of exchange, to a joint 
stock bank of issue, which soon after stopped payment 

9. It advanced £15,000, on real property, to another mer
cantile house in London 

10 It saved a large establishment in Liverpool from failing, 
by forbearing to enforoe payment of £100,000 of their accept
anccs falling due 
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11. It assisted another very large joint stock bank in the 
cOllntl'Y, by an advance, of .£800,000 beyond its usual discount 
limit 

12. It advanced ,£100,000 to a country banker, on real 
security 

13. It advanced to a Scotch bank .£200,000, on the security 
of local bills, and .£60,000 on London" bills 

14. It assisted another Scotch bank, by discounting .£100,000 
of local and London bills 

15. It advanced ,£100,000 to a large mercantile house in 
London, on approved personal security 

16. It assisted a large honse in Manchester to resume pay
ment, by an advance of .£40,000 on approved personal security 

17. It advanced .£30,000 to a country bank on real property 
18. It assisted many other houses, both in town and country, 

by advances of smaller sums on securities not usually admitted; 
and it did not reject, in London, anyone bill offered for discount, 
except on the ground of insufficient security 

The far larger portion of this assistance was given before the 
23rd of October 

29. A general election had taken place in the autumn of 
1847, and the Ministry, having taken upon themselves the 
responsibility of authorising the Bank of England to violate the 
Act of 1844, lost no time in calling a meeting of the new 
Parliament. It met on the 18th of November, and, after a few 
preliminary days were occupied in swearing in the members, the 
speech from the throne was delivered on the 23rd. The first 
paragraphs stated, as a reason for calling them together, that the 
embarrassments of trade were so alarming that the Queen had 
anthorised the Ministry to recommend to the Bank of England 
a course which might have led to an infriugement of the law. 
Happily, however, the power given to infringe the law, if 
necessary, had allayed the pania 

30. On the 30th of November, the Chancellor of the Ex
chequer moved for a Committee to inquire into the oauses of the 
recent commercial distress, and how far it had been affected by 
the Act of 1844. He spoke of the pania in the spring. He 
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said that he had seen no reason to change the opinio~ 
then expressed, that iii. was mainly owing to the imprnden~ 
the Bank, which, having full warning of the various demands it 
would have upon it, was too tardy in raising the rate of disconnt, 
and had lent out, over the period when the dividends became 
payable, the money they had provided for that purpose; so that 
they were not in possession of adequate funds when they were 
required. The low sLate of their reserve then excited conster
nation. The Bank then took the severe step of reducing the 
amount of discounts; they pulled -up as suddenly as they had 
nnwisely let out their reserve before. With respect to the panic 
of October, he said that the severe pressure in the Money Market 
had abated when the bank failures in Liverpool and the Norili of 
Eugland took place, which renewed ilie alarm. After describing 
the great pressure on the banks in ilie country he said-' 

"The Bank of England were pressed directly for assistance 
from all parts of the country, and indirectly through the London 
bankers, who were called upon to support their country corres
pondents. The country banks required a large amount of notes, 
to render them secure against possible demands; not so much for 
payment of their notes as of their deposits. Houses in London 
were applying constantly to the Bank for aid. Two bill brokers 
had stopped and the operations of two others· were nearly 
paralysed. The whole demand for discomit. was thrown upou the 
hands of the Bank of England. Notwithstanding this, as I before 
said, the Bank never refused a bill, which it would have dis
counted at another time, but still the large mass of bills which, under 
ordinary circumstances, are discounted by bill brokers, could not 
be negociated. During this period, we were daily. I may say 
hourly, in possession of the state, of the Bank. The Governor 
aud Deputy-Governor at last said they could no longer continue 
their advances, to support the various parties who applied to them; 
that they could save themselves, that is, they could comply with 
the law; but that they could not do so without pressing more 
stringeutly on the commercial world. At this crisis, a feeling as 
to the necessity of the interposition of Government appeared to 
be generally entertained; and those conversant with commercial 
affairs, and least likely to decide in' favour of the course we 
nitimately adopted, unanimously expressed an opinion, that if 
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Bome measure were not taken by the Government to arrest the 
evil, the most disastrous consequences must inevitably ensue. 
Evidence was laid before the Government, which proved not only 
the existence of severe pressure from the causes I have stated, 
but also that it was aggravated in a very great degree by the 
hoarding on the part of many persons, of gold and Bank notes, to 
a very large extent, in consequence of which an amount of 
circulation, which under ordinary oiroumstances, would have been 
adequate, became insufficient for the wants of the commnnity. It 
was difficult to establish this beforehand, but the best proof of 
the fact is in what occurred after we interfered. As soon as the 
letter of the 20th October appeared, and the panio ceased, 
thousands and tens of thousands of pounds were taken from the 

. hoards, some from boxes deposited with bankers, although the 
parties would not leave the notes in their bankers' hands. Large 
parcels of notes were returned to the Bank of England cut juto 
halves, as they had been sent down into the oountry; and so smll.ll 
was the real demand for an additional quantity of notes, that the 
whole amount taken from the Bank, when the unlimited power of 
issue was given was under .£400,000. The restoration of con
fidence released notes from their hoards, and no more was 
wanted, for this trifling quantity of additional notes is hardly 
worth notice. • Parties of every description mado 
application to. us, with the observation, 'We do not want notes, 
but give us confidence.' They said' We have notes enough, 
but we have not confidence to use them; say you win stand by 
us, and we shall have all we want; do anything in short that 
will give us confidence. It we think that we cau get Bank notes, 
we shall not (Want them. Chal'ge any rate of interest you please, 
ask what you like-(Mr. Spooner, No 1 no I) I beg pardon of 
the honourable gentleman, but I may be permitted to know what 
was actually said to me. I say, that what I have sta.ted, was 
the tenor of the applications made to me. Parties said to me, 
'Let us have notes, charge 10.....;.12 per cent. for them; we don't 
care what the rate of interest is. We don't mean, indeed, to 
take the notes, because we shall not want them; only tell us that 
we can get them, and this will at once restore confidence.' We 
have been asked what was the ohange of circumstances which 
induced us to act on Saturday when we declined acting a day or 
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,two before. I reply, that the accounts which we received on 
Thursday, Friday, and Saturday, were of a t.lItally different 
deacription from those which had been previously brought us. It 
was on Saturday and' not before" that this conviction was forced 
upon us, and it was not till then that we felt it necessary to 
sanction a violation of the law" 

The persons applying generally said that it was necessary to 
place a limit on the' amount to be authorised, which they pro
posed should be £2,000,000 or £3,000,000, bilt the Government 
thought that the limit should be placed on the rate of interest, 
and, acco\'dingly., this was the method adopted 

, 31. Sir Robert Peel felt particularly called npon to come 
forward and defend the Act of 1844. After defending himself 
from some minor charges, he protested agaiust singling out 
individual members of Parliament, and making them responsible 
'for the acts of the whole Legislature. He said that Borne persons 
alleged that the Act of 1844 had been passed without due inquiry, 
but he recounted the committees that had sat for fjve years, and 
had asked, on the whole, upwards of 14,000 questions-questions 
and auswers without end, but 'with no practical result from those 
apparently interminable investigations. The last committee had 
closed its labours without any practical results. At last, tIle 
Ministers determined to bring forward a measure on their' own 
responsibility, which had been carried by extraordinary majorities; , 
but, nevertheless, if it could be shewn that the Act of 1844 could 
be amended that it ought to be done ' 

" There has been some misrepresentation respecting the objects 
of this Act. I do not deny that one of the objects contemplated, 
by the Act was the prevention of the convulsions that had here
tofore occurred in consequence of the neglect of the Bank of 
England to take early precautions against the withdrawal of its 
treasure. I did hope that, although there was no imperative 
obligation on the Bank of England to take those precautions, that 
the experience of 1825, 1836 and 1839, would have induced that 
establishment to conform to principles which the directors of the 
Bank acknowledged to be just, and which they had more than 
once professed to adopt for their own regulation. Sir, I am bound 
to say, that in that hope, that in that object of the Bill, I have 
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been disappointed. I am bound to admit, seeing the extent of 
commercial depression which has prevailed, and the number of 
houses which have been swept away, some of which however, 1 
think, were insolvent long before the Bill came into operation, 
aud others of which became inso~vent in consequence of the 
failure of those who were connected with them, and were im
prudent in their speculations, I am bound to admit that that 
purpose of the Bill of 1844, which sought to impress, if not 
a legal at least a ,moral obligation on the Bank, to prevent the 
necessity for measures of extreme stringency by timely precau
tions, had not been fulfilled. Sir, I must contend, that it was in 
the power of the Bank, if not to prevent all the evils that have 
arisen, at least, greatly to diminish their force. If the Bank had 
possessed the resolution to meet the coming danger by a con
traction of its issues, by raising the rate of discount, by refusing 
much of the accommodation which they granted between the 
years 1844 and 1846-if they had been firm and determined in 
the adoption of those precautions, the necessity for extrinsic 
interference might have been prevented; it might not then have 
been necessary for the Govel'Dment to authorise a violation of the 
Act of 1844. . • • The bill of 1844 had a triple object. 
Its first object was that in which I admit it has failed, namely, 
to prevent, by early and gradual, severe and sudden contraction, 
and the panic and confusion inseparable from it. But the bill 
had at least two other objects of at least equal importance-the 
one to maintain aud guarantee the convertibility of the pnper 
currency into gold; the other to prevent the difficulties which 
arise at all times from undue speCUlation being aggravated by thE! 
abuse of paper credit in the form of promissory notes. In these 
two objects my belief is that the bill has completely succeeded. 
My belief is that you have had a guarautee for the maintenance 
of the principle of convertibility such as you never had before; 
my belief also is, that, whatever difficulties you are now suffering 
from a combination of various canses, those difficulties wonld 
have been greatly aggravated if you had not wisely taken the 
precaution of checking the unlimited issues of the notes of the 
Bank of England, of joint stock banks, and private banks" 

82. Sir Robert Peel then entered into a most able de-
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scription of the .true evils the country was suffering under, which 
arose from the enormous destruction of capital by the dearth of 
food, and the unusual absorption of capital in one channel 
of commerce, the construction of railroads, which were not yet 
remunerative. He shewed the absurdity of expecting to have 
cheap money while capital was scarce. The whole of his remarks 
are so admirable that we regret that their length prevents us 
from giving them entire. He cordially approved of the eourse 
the Government had taken in not issuing the letter sooner than 
they did, and in doing it when they did. The true remedy for 
the state of things under whiGh the country was suffering was 
individual exertion, the limitation of engagements, the. cessation 
of all demands which could be postponed; an earlier issue of the 
letter would have relaxed these necessary exertions. But to that 
pressure a panic succeeded, which could not be provided against 
or forE!seen by legislation, which could not be reasoned with, and 
which could only be met by a discretionary assumption of power 
by the Government suitable to the emergency. Whether any 
modification of the Act of 1844 was desirable, was a question 
for future consideration. His own opinion was' in favour of 
the maintenance of the great principles' of that measure. If 
the identical restrictions were not imposed upon the Bank as
were' then in force, still there must be some restrictions; for, 
after the experience of 1825, 1836, and 1839, he, for one, would 
not be content to leave the regulation of the monetary concerns 
of this country to the uncontrolled discreti6n of the Bank. In 
1844, the general conviction was that it ought not to be so left, 
and he, for one, knew no better mode of imposing I'estriction 
than that which was devised by the Act of 1844. Fully 
agreeing with Sir Robert Peel on the necessity for a restriction, 
we think that the restriction devised by the Act of 1844 is 
not the true one, and that it leaves open the door to the Bank 
for the most fatal mismanagement. We shall endeavour to shew, 
in a future chapter, that -one may be devised which must be 
effectual 

33. The Committee appointed by each House began to sit 
in February, 1848. The Governor, Mr. Morris, and the Deputy-

VOL. II. 
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Governor, Mr. Prescott, were examined at great length before 
each Committee, ~nd expressed their unqualified approbation of 
the Act of 1844, and the manner it had worked. The object of 
the Act was to place the circulation of this country exactly in the 
same position as it would have been if the currency had been 
entirely metallic 

"Your opinion is, then, that with regard both to the con· 
traction of the currency and the expansion of the currency, 
they would both have taken place precisely in the same 
mode, and to the same degree, had the currency been purely 
metallic? " 

Mr. Morris-" Yes, I have not the slightest doubt upon the 
subject '~ 

They said that its object was to secure the convertibility of 
.the note, which it had effectually done. That the Bank acted 
erroneously in tbe spring of 1847 in not raising their rate of 
discount sooner, which much contributed to the monetary pres. 
sure in April. They said that the Government letter of the 25th 
October was not sought for by them, nor issued in any way at 
their instance, that they had no fear whatever for the Bank, and 
that it was not required to maintain the solvency, of the Bank; 
but, nevertheless, it had the best effects in allaying the com
mercial panic. That the panic would inevitably have occurred 
even without the Act of 1844, but that Act brought it on sooner, 
and probably made it less severe. That the great merit of the 
Act was, that when the pressure did come, the Bank was in 
possession of £8,000,000 of treasure; that if the Bank had been 
left free it wonld probably have followed the course of dangerous 
liberality which it had done on so many previous occasions. 
That, though the Government letter did relieve the panic, 
it would probably have passed away without it. They ear
nestly deprecated any alteration of the Act, except that they 
thought the permission to issue notes upon silver bullion too 
limited 

34. Mr. S. Gurney agreed in blaming the managem~nt of 
the Bank during the first three months of 1847, and said, that if 
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the Bank had commenced restrictive measures much earlier, the 
pressure of April would have been mitigated. He said, thalin 
October the rapid dimiuution of the reserve caused a very general 
distrust among the public as to how they were to obtain· cir
culating medium. The wealthy and more powerful took care 
very largely to over-provide themselves, infinitely beyond the 
necessities of the case. The consequence was, that the notes in 
the hands of the public amounted to nearly £21,000,000, of 
which, he had no doubt that four or five millions were locked up 
and inoperative, in consequence of t~e alarm and fear of not 
being able to get Bank notes at all. In illustration of this, he 
said that· his own house was largely called upon for mo~ey on 
Saturday, the 23rd, not from distrust of the house, but from 
doubt that Bank notes were to be had at all. They applied to 
the Bank for discount to a large amount, which waS agreed to, 
but they were told the rate must be ten per cent.; upon remon
strating with the Governor, and saying that it would have the 
worst effect if it became known that their house was paying ten 
per cent. for money, the rate was finally agreed upon at nine per 
cent. At this rate they took £200,000. On Monday, the 25th, 
however, the demand was again very heavy, and they applied for 
£200,000 more. It was a case of difficulty with the Bank under 
its reduced reserve and the limitation of the Act, and a final 
decision was postponed till two o'clock. At one o'clock, however, 
the letter from the Government was announced, authorising the 
relaxation. Its effect was immediate. Those who had sent notice 
for their money in the morning sent word that they did not want 
it, and that they had only ordered payment by way of pre
caution. After the notice, they only required £100,000 "instead 
of £200,000, the alarm passed off, and by the end of the week 
they had to ask the Bank, as a favour, to be allowed to repay the 
money they had taken. Mr. Gurney stated, that the experience 
of the last two years had altered his opinion respecting the Act, 
and that he thought it necessary there should be a relaxing 
power somewhere 

35. Lord Overstone was of opinion that the Act of 1844 
had no effect whatever in aggravating the pressure in April; that 

X 2" 
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the course pursued by the Bank from January to April was ex
tremely erroneous and detrimental to the public interest, and was 
only stopped by the positive provisions of the Act; and, if that 
system of procedure had not been so stopped, it must have ended 
in the most disastrolls consequences 

38. Mr. George Carr Glynn had been of opinion before the 
Act passed that the division of the Bank into the issue and 
banking departments was a desirable experiment, but after the 
experience of the preceding year, considered that it had decidedly 
failed 

37. The Committee of the Commons presented their Report 
on the 8th June, 1848. It entered into no philosophical examina
tion of the correctness, or the contrary, of the opinions of the 
witnesses; it aspired to and attained to no higher function than 
acting as a kind of preface to the mass of evidence, but concluded 
by stating the opinion of the Committee that it was not expe
dient to make any alteration in the Act of 1844. The Report 
of the Committee of the Lords was presented in July, and was 
a much more elaborate production. It not only examined the 
evidence at considerable length, but pronounced an opinion of 
its own, and recommended that the Act should be so far amended 
as to introduce a discretionary relaxing power, which was only 
to be exercised during the existence of a favourable foreigu 
exchange 

38. On the 22nd of August Mr. Herries moved th~t the 
House would, early next Session, take the Report into considera
tion, which motion was negatived. In the next Session he 
made another attempt to induce Parliament to alter the Act, but 
without avail 

39. After the severe medicine the body commercial had 
been subjected to by the great crisis of 1847, which there can 
be little doubt was of great service, by removing houses that had 
heen insolvent for years, the commerce of the country was estab-
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lished on a sounder basis, .and had gone on, generally speaking, 
with great prosperity, up to the autumn of 1857. The chances 
of war led to a great demand for shipping, and,.of course, much 
speculati ve dealing in that property. This occurred especially at 
Liverpool, in the autum,n of 1854, and led to some very extensive 
failures. The revelations which ensued from these failures dis
closed that the same inveterate and abominable practices of 

. accommodation paper were again rampant. Fictitious bills to an 
enormous amount were fabricated among persons who were in 
the same species of business, and were negotiated all over the 
kingdom. Other parties resorted to practices even more dis
graceful stilI, if possiblil. These, great failures, which are too 
well known to require naming here, gave credit a very serious 
.shock; in addition to which, a considerable number of persons 
who were engaged in extravagant over-trading in A.ustralia, 
suffered severe losses. There is nothing to call for special remark 
except that a great drain of bullion began from the Bank of Eng
land at the end of June, and continued rapidly and steadily 
till the middle of October. On the 23rd June it stood at 
£18,169,000, including the coin and bullion in both.departments; 
and by the 13th of October it was reduced to· £11,752,300. The 
causes of this great outflow are not sufficiently ascertained for us 
to reason upon them with accuracy. Some attributed it to the 
purchases of· corn, which the high price of wheat here caused to 
be made for importation-some to operations of the Bank of 
France. Time will probably furnish us with more satisfactory and 
I!-Ccurate information. What the causes,were is of comparatively 
slight moment. We are happy to say that the Bank of England 
acted, in this case, with a promptitude and decision most 
favourably contrasted with its former . errors. The rate of dis
count was rapidly raised, to enhance the value of money. On 
no former occasion had the rise been so frequent and ex
tensive in so short a time; but the effect produced was mos~ 
salutary 
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40. The following table, taken at intervals, shows the bullion 
in the Bank, and the rate of discount-

1856. Bullion in the Issue Bate of Discount. Department. 

£ 
January 4 ... ... 18,180,885 ... ... 5 per cent • 

" 
20 ... .. 11,880,560 ... ... 

" February 22 ... ... 12,313,230 ... .. . 
" March 22 ... ... 13,479,975 ... .. . " April 12 ... ... 14,392,500 ... ... 41- per ccut. 

May 3 ... ... 14,791,785 ... ... 4 per cent • 
,. 17 ... ... 15,336,510 ... . .. 

" 
" 

31 ." ... 16,337,685 ... ... 
" J~ne. ]4 ... ... 17,056,945 ... ... 3t per cent. 

" 28 ... ... 17,429,435 ... . .. 
" July 19 ... ... 16,631,890 ... .. . " Aug-ust 9 .. , ... ]5,601,590 ... ... 
" September 6 ... .~. ·14,3(j8,OlO .... ... 4 per cent • 

" 
13 ... ... ] 8,668,005 .. , ... 41- per cent. 

" 
27 ... ... 12,695,250 ... ...5 per cent . 

October 4 ... 12,868,255 ... ... 5t per cent. 

" 
18 ... ... 11,205,855 ... • .. 6 per cent. for bills 

not longer than 

10,741,820 ... 
60 days. 

November 8 ... ... ... 7 per cent. for bills 
not longer than 
95 days. 

December 6 ... ... 10,580,570 ... ... 
" 

" 
27 ... ... 10,869,595 ... .. . 

" 

·For several preceding weeks the Economist reported the Money 
Market to be as tight as it could well be. But on the 29th of 
December it said-

., The Money Market continues as stringent as it can well be, 
and no bills can be discounted under the Bank rates. Paper at 
long dates cannot be discounted on any terms. The great extent 
of our trade, as indicated by the returns for November, confirms 
the suspicion awakened by the continued demand for money, that 
trade has received no .eriou. check from the advanc. in the rats 
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of discount, and is still more extensive than prudence warrants, or 
in, the end will be justified" 

4i. This most judicious conduct on the part of the Bank, 
which merited nothing but the most unqualified commendation, 
excited a great clatter amongst a certain number of people who 
think that money is to be created ad libitum by writing "pro
mises to pay" on bits of paper, when there is no money to pay 
them with, and who think it possible to send one's money abroad 
and also to have it at home. The papers were filled for weeks 
with letters and articles exhibiting all the rank follies which were 
once prevalent on the subject of the price of corn, and which 
have been so admirably exposed by Adam Smith. But in this 
respect a most marked and healthy change has been of late years 

. most manifest in the majority of public writers. The great 
majority now understand that the rate of discount is the true 
regulating power of the paper purrency, and, instead of assailing 
the Bank with howls and execration when it does its duty in 
raising its rate, they, with a few exceptions, now universally 
commend it. This is great, real, and sound progress il) the 
spread of true Economic science 

42. At the end of this year the Queen exercised' the power 
reserved in the Act of 1844, to enable the Bank of England to 
extend its issues to Dot more than two-thirds of the amount of 
those of any banks of issue that might cease to issue notes. 
From the passing of the Act up to this period forty"seven banks, 
whose authorised issues amounted to £712,623, ceased to issue 
their own Dotes, and, on the 13th December, 1855, the Queen in' . 
Council issued ·an order authorising the Bank of . England to 
increase its issues to the amount of £475,000 upon public 
securities. But this is not the bonajidB increase to the issuing 
power of the Bank.. For in the year 1854 the Clearing House 
was organised on a better plan, and whereas before that an 
average amount of £200,000 of bank Dotes was required to 
adjust its transactions, by the new system these were totally 
dispensed with, and no notes at all are now required. Moreover, 
by the admission of the joint stock banks to the Clearing House, 
they ~re sayed ,from keeping an enormous amQunt of notes to 
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meet the" bankers' charges," which may safely be calculated at 
£500,000. These notes, therefore, are now available to the Bank 
to use for commercial purposes, and, consequently, are to be 
considered as so much additional power of issue to the Bank, 
which has thus in reality acquired an increased power of issue to 
the amount of £1,175,000 since the Act of 1844. Up to 
February, 1857; seven. other banks, whose aggregate issues 
amounted to £111,020, have ceased to issue notes, but no further 
power was granted to the Bank to extend its issues until 1866 

43. For several months after the beginning of 1856 the 
Money Market continued in a state of great" tightness," and the 
bullion in the Bank scarcely varied. The lowest was on the 
26th April, when it stood at £9,081,675; after that it gradually 
rose, and the rate of discount fell in summer to about 41 to 4i. 
but in October the bullion fell very considerably again, and 
discount rose to 7 and 8 per cent., and a pressure followed of 
about the same severity as in 1855, and continued with very 
little variation to the end of the year 

Tho Cri8i8 oj 1857 

44. The crisis we have just been considering was the in
evitable termination of a multiplicity of deraugements of the 
proper course of commerce. No one conversant with commercial 
history could fail to foresee that the entanglements of so large a 
portion of the public with railway speculations, and the losses 
caused by the failure of the harvest must produce a crisis. We 
have seen that this crisis gave a fatal blow to the prestige of the 
Bank Act of 1844, which was enacted in express contradiction 
to the opinions of the most experienced authorities of former 
times, whom it professed to follow. They had always protested 
against imposing a numerical limit on the issues of the Bank. 
The experience of the crisis of 1847, amply confirming that of 
1793, 1797, and 1825, shewed that such restrictions cannot be 
maintained in the paroxysm of a great crisis without endangering 
the existence of the whole mass of commercial credit 

The crisis we are now going to describe was of a very different 
nature. It bnrst upon the world in the most nnexpected manner. 
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It gave no premonitory symptoms which were apparent to any 
but very watchful aud experienced eyes; and, when it did come, 
it revealed a depth of rottenness in the commercial world which 
appalled everyone, and proved to be of much severer intensity 
than that of 1847 

. 45. The supporters of the Act were much crestfallen by its 
failure in 1847, but they took conrage again after the Crimean 
~ar. The Act had been subjected to the test of a great com

. mercia! crisis and had failed. It was now subjected to the test 
of a war, and many of its opponents predicted that it would fail 
again; but it did not. Its effects during the Crimean war were 
probably salutary; but the war did not proceed to such a length 
as to test its powers severely. Peace was restored before the 
resources of, the country were in any manner strained 

We have said above that the rate of discount in the autumn 
of 1856 was 7 and 8 per cent. It was gradually reduced, and on 
December 4th it was 6t, and on the 18th 6 per cent., and con-' 
tinned so till the autumn of 1857 

These rates were, of course, very much higher than the 
average ones of former times, and they were one ground of 
accusation brought by. many against the Act. But, in truth, 
they were its very merit. The directors had now learnt from 
experience, and it was these very variations which preserved the 
security of the Bank . 

In August n.othing seemed amiss to the public eye. "Things 
were then pretty stationary," said the Governor of the Bank
"the prospects of harvest were very good;· there was no appre
hension that commerce at that time was otherwise than Bound. 
There were certain more far-seeing persons who considered that 
the great stimulus given by the war expenditure, which had 
created a very large consumption of goods imported from the 
East and other places, must now occasion some collapse, and 
still more those who observed that the merchants, notwith
standing the enhanced prices of produce, were nevertheless 
importing as they had done successfully in the previous years. 
But the public certainly viewed trade as sound, and were little 
aware that a crisis of any sort was impending, fa.r less that it was 
110 near at hand" 
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The bullion at this time was £10,606,000, the reserve 
£6,296,000, and the minimum rate of discount 5i, when on 
the 17th August the Bank entered into a negotiation with 
the East India Company to send one million in specie to the 
East 

46. . Things were in this state when, abont the middle of 
September, news came of a great depreciation' of American rail
road securitieil. It was found that for a long time they had been 
carrying on an extravagant system of management, and paying 
dividends. not earned by the traffic. The system had at last 
collapsed, and, of course, an enormous depreciation of their stock 
followed, to the amount of nearly 20 per cent. It was supposed 
that as much as eighty millions of this stock was held in England, 
and that the effects of this fall would be very serious. On the 
25th August the Ohio Life and Trust Company, with deposits to 
the amount of £1,200,000, stopped payment. The panic spread 
throughout the Union. Discount rose.to 18 and 24 per cent. 
On tpe 17th October news came that 150 banks in Pennsylvania, 
Maryland, Virginia, and Rhode Island had stopped payment. 
The drain was then beginning to be severe on the Bank of 
England. On the 8th the bullion was £9,751,000, the reserve 
£4,931,000, and discount was raised to 6 pel' cent. On the 12th 
the rate at Hamburg was 7f, and bullion was flowing towards 
New York; discount was then raised to 7 per cent. About this 
time rumours strongly affecting the Western Bank of Scotland 
were abroad. On the 19th discount was raised to 8 per cent. 
The commercial disasters were increasing in America. In one 
week the Bank of France lost upwards of a million: sterling. The 
bullion in the Bank had sunk to £8,991,000, and the reserve tl' 
£4,115,000. Discount was raised to 7t in Paris, and to 9 per 
cent. at Hamburg. On the 26th a deputation from the Western 
Bank of Scotland applied for assistance, but the Bank was afraid 
to undertake so enormous a concern. The Borough Bank of 
Liverpool was also in difficulties, and after some time the Bank 
agreed to assist them to the amount of £1,500,000 on condition 
of their winding up. But the arrangements fell through in 
consequence of the Liverpool Bank closing its doors before it was 
completed 
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47. On the 13th October a general run took place on the 
New York banks, in consequence of the severe measures of 
restriction they were obliged to adopt 'to protect themselves. 
Eighteen immediately stopped, and soon afterwards, out of 63 
bauks, only one maintained its payments. This immediately 
reacted on Liverpool and Glasgow, which were much involved 
with American firms. By the 19th October the failures began to 
be numerous in this country. Uneasiness greatly increased in 
London. On the 28th the principal discount house applied to 
the Bank for an assurance that they would give them any assist
ance they might require. On the 30th an express came for 
£50,000 (sovereigns) for a Scotch bank, part of £170,000, and 
£80,000 for Ireland. On the 5th November discount was raised 
to 9 per cent. . The great. house of Dennistoun, with liabilities 
·of nearly two millions, stopped . payment on the 7th, and the 
Western Bank of Scotland closed its doors on the 9th. Failures 
in London were rapidly on the increase. Purchases and sales of 
stock were enormous, much beyond what they had ever been 
before. The bullion in the Bank had sunk to £7,719,000, and 
t1;J.e reserve to £2,834,000. On the 9th discount was raised to 
10 pel' cent. On the 10th November a large discount house 
applied to the Bank for £400,000. The Bank of France raised 
its rates to 8, 9, and 10 per cent. for one, two, and three months. 
Another English bank was aBBisted. The City of Glasgow Bank 
theu stopped. On that day the discounts at the Bank were 
£1,126,000. On the 10th and 11th upwards of one milliori 
sterling in gold was sent to Scotland, and there was a great 
demand from Ireland. On the 11th Sanderson & Co., the great 
bill brokers, stopped payment with deposits of 3i millions. On 
the 12th the discounts at the Bank were £2,373,000. On the 
11th, in consequence of these. sudden demands for Scotland and 
Ireland, the bullion was reduced to £6,666,000, and the reserve 
to £1,462,000 

48. As the failures in London became more tremendous, 
discounts became more and more contracted. The stunning 
news of the stoppage of so many banks created a banking panic. 
Private banks stopped discounting altogether. The only source 
of discount was the Bank of England. The public, however, 
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and the directors knew that the precedent of 1847 must be 
followed, aud, though they made no -direct application to the 
Government for the suspension of the Act, they laid the state 
of the Bank continually before them, and continued to discount 
as if they knew the Act must be snspended. At last private 
persons, being unable to obtain discounts, began to make a run 
for their balances. When universal ruin was at last impending, 
the Government, on the 12th November, sent a Jetter .to the 
Bank to say, that if they should be unable to meet the demands 
for discounts and advances npon approved securities, without 
exceeding the limits of their circulation prescribed by the Act 
of 1844, they would be prepared to propose to Parliament a Bill 
of Indemnity for any excess so issued. In order, however, to 
prevent the temporary relaxation of the Act from being extended 
beyond the necessities of the case, the rate of discount was not to 
be reduced below their present rate, 10 per cent. 

49. The issue of this letter immeuiately calmed the publio 
excitement. But, on the evening of the 12th, the total banking 
reserve of the Bank and all its branches was reduced to £581,000. 
Truly, said the Governor of the Bank, to the question 182, 
Ie Supposing the letter in question had not been issued on that 
day, would the Bank, on the morning of the 18th, have been in a 
condition to continue its discounts i-No; certainly not 

"183. Would it not have been compelled to aunonnce it 
could not discount any more commercial paper i-Yes, or 
nearly so 

" 138. Is it not likely that the announcement of the cessation 
of discounts at the Bank of England would have increased the 
alarm of the mercantile public in I,ondon i-Materially 

" 189. Would not an increased alarm on the part of the mer
cantile public have naturally led to an increased demand upon 
the bankers ?-It would have led to immediate failures, and 
would so far have lessened the quantity of bills coming for dis
count by the number of bills which were actually rendered 
unavailable 

II 140. Without reference to bills, do you not think it likely 
that there would have been increased demands npon the bankers, 
which would have compelled them to withdraw a portion of their 
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~posits from the Bank of England P-I think certainly tha1 in 
part thee .. culd baTe been • 

To she,.. the state the Bank 1I"&S redUcN. to. the Governor 
PoTe in • paper to tbe Committee ..-ith the fvllo1Ong figures, 
6he1l'iog its I'eS1erTe on the 11th and nth NOl"elD.ber-

On "eJ.n~,.. N01'eIllber 11th, the ~rTe consisted 0f-

Kotes in LondOll 
• at Branches 

Gold CIOiD in LondOll 
.. at Branches _ 

Sili-er CIOiD in London _ 
• at Branches 

Total ReserTe 

£, £, 

S75,OOS 
5S~,7OS 

SI0,';'8t 
97,GbS 

"-1,0'" 
51,9-18 

957.110 

95,99-1 

.£I,"C:?,I~ 

On Thursday. N01'eDlber I!tb. d night. the resen-e COIl-
sisted ot- . 

Xotes in London 
• at Branches 

(rl)ld roill in London 
• at Branches ._ 

Silter eoin in Londoo. ••• 
• at Branches 

!''&,9S3 
~~ 

41,106 
SO,807 

lSO.G~O 

91,91S 

£s..~751 

Tb:I.t is to f!!ay. the total resen-e in London on the eWlling of the 
I:hh ns £SS!,lU. Such ftl'e the ~ of the Bank of 
England to C'OIllmenoe business .. ith on the moming of the lSth I 
Truly. said the Gonnor, it must haTe entirely ~ dis:oontiug 
1rhich 1rOO.ld baTe brought an immediate I'1Ul upon it; and the 
bankers' balances aloDe were £s,,,s..~ooo. It is easy to see &hU 
the Bank could not. hate kept its doors open an hour 
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60. The Governor of the Bank said that the panic of 1857 
was not so great as that of 1847, but the real commercial pressure 
was more intense. This is proved by the fact, that while in the 
former year the issue of the letter immediately allayed the panic, 
and by that means stopped the demand for notes, and there was 
only required an issue of £400,000 in notes to surmount all 
difficulties, which did not exceed the statutory limits; in 1857 the 
issue of the Government letter produced no cessation of the 
demand for advances. The statutory limit was £14,475,000 of 
notes issued on securities, and there were issued in excess of these-

£ £ 
Nov. 13 ... 186,000 Nov. 23 ... 397,000 

" 
14 622,000 

" 
24 817,000 

" 16 ... 860,000 
" 

25 81,000 

" 
17 ... 836,000 

" 
26 248,000 

" 
18 ... 852,000 

" 
27 842,000 

" 19 ... 896,000 
" 

28 184,000 

" 
20 ... 928,000 

" 
80' 15,000 

" 
21 ... 617,000 

On the meeting of Parliament an Act was passed permitting 
a temporary suspension of the Bank Act till February 1st, 1858, 
provided the directors did not reduce their discount below 10 per 
cent. On the 24th December they reduced it to 8 per cent., 
thereby reviving the operation of the Act 

In 1858 the inevitable consequence followed from the great 
crash of 1857. The enormous mass of false trading being cleared 
away money naturally flowed into the Bank, and the quantity of 
bullion gradually and steadily increased up to the end oithe year. 
The Bank now learnt to adopt much higher rates of discount than 
formerly. In 1847 it kept the rate at 5 per cent. while the 
bullion was under £10,000,000; in 1858 the rate of 5 per cent. 
was maintained till the bullion exceeded .£15,000,000-a great 
advance in sound principle 

61. In our Dictionary 0/ Political Economy, Art. Banking in 
England,.§ 254, published not long after this great crisis, we 
said-"This year (1858) passed away in great tranquility, persons 
not yet having forgotten the lesson of 1857. But we cannot 
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doubt, judging from all former experience, that an uneasy spirit 
will soon be abroad again; we cannot doubt that the brood of 
speculators are now anxiously casting about to see if they can 
plant the seeds of the next crisis, and it is the duty of those who 
are now at the head of monetary affairs to be on the watch to 
counterac~ all such attempts as they can detect; and, in the 
meantime, the most interesting question at the present time, in a 
banking point of view, is-What is to be the next mania?" 

Time has given an answer to this question. Thereis nothing 
special to arrest onr attention during the next few years. The 
rates of discount continued generally moderate through 1859 and 
1860. In February, 1861, it rose for a short time to 8 per cent. 
but soon subsided again. The unhappy civil war in America then 
being imminent, created natural apprehensio~ as to our cotton 
supplies, and most persons could foresee that this would lead to 
monetary complications. These, however, were for the future. 
Through 1861 and 1862 the Money Market was, generally speaking, 
extremely easy, the issue of paper money by both the belligerent 
Governments having the inevitable effect of driving bullion over 
to this country; consequently trade flourished amazingly, and the 
price of money was very easy . 

62. And so things went on till October, 1863,when everyone 
began to for!)see a disturbance in the Money Market. In the 
first place, the rapid rise in the price of cotton, from the failure 
of tJle supply from the Southern States of America, forced up the 
price to a great height. The world had to be searched to produce 
the supply. Immense quantities came from the East Indies, 
from Egypt, and from the Brazils, besides other quarters. This 
vast trade being suddenly created, had to be paid for in cash, as 
we have explained in the chapter' on Exchanges. Consequently a 
great drain of silver began towards the East, which was obtained 
from Paris and Hamburg, the great marts for silver as London 
is for gold. The Italian Government, too, contracted a loan at 
this period 

The law of limited liability began to operate at the same time, 
and the number of new companies being formed under it inspired 
uneasiness. '. The Bank of France lost great quantities of specie. 
The Bank of England raised its rate twice in one week, from 5 to 
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6, and then to' 7. The Ba.nk of France also ra.ised its rate to 7, 
and spoke of issuing 50 franc notes; on the 2nd of December the 
Bank raised its rate to 7, and on the 3rd to 8. At the same time 
a great fall took place in the Russian Exchange, in consequence 
of certain Government measures not having succeeded. In con
sequence of these circumstances, the reserves of the Bank were 
considerably strengthened after a short time. But in January, 
1864, a fresh export of specie began and continued with great 
severity till the middle or end of May, so that discount varied 
from 8 to 7, and 6, and again up to 9. In May the Bank again 
raised its rate twice in one week to 9. With a few fluctuations 
this great pressure continued all through the summer. Having 
fallen to 6 per cent. in June, it gradually rose again to 9 in 
September. After that it gradually fell to 3 per cent. in June, 1865 

53. Already in March, 1864, the numbers of new companies 
formed under the limited liability principle gave great uneasiuess. 
Up to that time it appeared there were 263 companies formed 
with a nominal capital of £78,135,000, out of which 27 were 
banks, and 14 discount companies. In August, 1864, the long
dated· acceptances of the new financial companies began to press 
on the market, and lay the foundations of the crisis of 1866. In 
April the Bank of England joined the Clearing House, thereby 
sl:ill further economising the nse of Bank notes 

On the 8th of September the Bank raised its rate to 9 per 
cent., and this measure stopped the foreign drain, lowered the 
price of foreign commodities, and strengthened their reserves. 
The price of cotton was greatly lowered owing to the expected 
peace in America, and this rise in the rate of discount, striking on 
a falling market, produced an immEmse curtailment of business in 
all directions 

Tks Great OrisiB of May, 1866 

54. On the 20th June, 1865, the rate of discount reached 
its minimum, S per cent. On the 5th August it was raised t~ 4, 
and then gradually and continuously, with very slight fluctuations, 
till it culminated in the crisis of May, 1866 
. In November a strong foreign drain began, the exchange fell 
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~d, this growing stronger in January, 1866, tbe Bank raised its 
rate on the 6th to 8. l'his had some effect in arresting the drain, 
but it did not bring in fresh supplies from abroad. At this 

. period the National Provincial Bank began to bank in London, 
~nd, in consequence; were obliged by law to give up their issues, 
which amounted to £442,371. Several other banks having ceased 
to issue, since the Bauk of EngJand had been last authorised to 
Increase its issues, it was now' permitted to increase its issues on 
securities to £15,000,000. The high rate of interest here caused 
a good deal of foreign money to be invested in long-dated bills 

Towards the end of January the difficulties' began, which 
'brought on the panic in May. .In consequence of there having 
been no Parliamentary inquiry, as might have been expected, the 
circumstances of this panic have never beeq fully explained. But 
it may be stated generally that these Finance and Discount Com
panies had advanced enormous sums of'money to promote great 
enterprises, such as railways, and other schemes, which could 
.ne,er repay their cost until completed, which might take years to 
do. The first company that "\'Vent was the Joint Stock Discount 
.Company· in February. Thill spread a general feeling of alarm, 
as the doings of this Company were merely a type of a large 
amount of business which was known to have been engaged in 
.by numerous other companies. In March Barned's Bank at 
Liverpool stopped payment, with liabilities of upwards of Si 
millions. Several great railway contractors suspended, involving 
in discredit the companies with whom they were known to have 
" financed" 

54. On the 3rd of May the Ba~k raised its discount to 
7 per cent. Every o~e now felt. tha~ the long-dreaded crisis was 
at last come. The air was thick with rumours. Everyone knew 
now that it was merely a question of weeks, perhaps of days, 
when the storm should burst. On the 8th of May the Bank 
raised its discount to 8 per cent. 'rhe advocates of the Bank Act, . 
in their usual strain, proclaimed that on no account whatever 
. mllst the Act be suspended. Such a thing was not to be thought 
of. Credit was then tottering and received a blow from the rep'ort 
of a speech of the Emperor . Napoleon , III., said to have been 
addressed by him to a meeting at Auxerre, in which he expressed 
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his detestation· of the treaties of 1815. This, in the feverish 
political state of the Continent, was held to mean that he was 
determined on war ' 

It is possible that this excitement might have passed off, as 
the Bank had a fair reRerve in the hanking department, and 
abundance of bullion in the issue· department. On the 9th of 
May the Bank raised the rate of discount to 9 per cent. On 
this day, however, occurred the event which it is probable pro
duced the great panic. The Mid-WILles Railway Company had 
accepted bills of exchange to the amount of £60,000, which were 
held by three parties-Bateman; Overend, Gurney & Co.; lind 
the National Discount Company. The Company had dishonoured 
the bills, and actions 4ad been brought against them by the three 
parties above named. As ill fortune would have it, judgment in 
these actions was delivered on the ()lob of May, in the very height 
of the excitement. The Court of Common Pleas held unani
mously that the RailwllY Company had no authority whatever to 
accept such bills, and consequently that they were absolutely in
valid, and so much waste paper. For some time back it was 
known that Overend, Gurney & Co. were very deep in 'with con
tractors and other parties; moreo\'er they held forged bills to a 
large amount of another firm. Their shares had been pressed on 
the market, and were going down. This fall in their shares pro
duced a steady withdrawal of theh' deposits. The judgment in 
the case of the Mid-Wales Railway converted this into a complete 
run; and, on the afternoon of Thursday, May 10th, the terrible 
news spread through London tbut the great establishment of 
Overendt Gurney & Co. had stopped payment, with liabilities 
exceeding £10,000,000-the most stupendous failure that had 
ever taken place in the City. ThiN news only spread about after 
banking hours, but every one could foresee what the effects would 
be next morning. The ChancellllL" of the Exchequer said next 
evening in the House that the Illdest inhabitants of the City 
declared that the excitement wall without a parallel. Early in 
the evening he was questioned n.1I to whether Government had 
authorised the Bank to issue notes in excess of the legal limit. 
The Chancellor replied that he had not yet done so, but that he 
had received a deputation from the private bankers, Rnd was 
expecting one from the Joint Stoc~ Danks, on the subject. Very 
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soon afterwards this came, and the Members of the Cabinet, 
having retired to a committee room and consnlted, the, Chancellor, 
later in the evening, annonnced, amidst the loudest cheers from 
all parts of the House, that the Government, following the. 
precedents of 1847 and 1857, had informed the Bank that, 
if they thought proper to make advances beyond the limit, the 
Government would bring in a Bill of Indemnity. He also stated 
that the Bank had advanced £4,000,000 that day 

55. The ~nnouncement of thesuspenaion of the Bank 
Charter Act produced the best effects next morning. The Bank 
raised its rate to 10 per cent., and everything calmed down, and 
though subsequently to this some other stoppages took place, yet 
the knowledge that the Bank had power to make- advances on 
good eecurities abated the panic. On the 18th of May the 
Chancellor of the Exchequer stated that the Bank had advanced 
£12,225,00Q in five days. The sum that was paid away during 
the panic can probably never be known, but it was something 
perfectly fabulous. It has been said, though of course we know 
not on what authority, that one gr~at bank alone paid away 
£2,000,000 in six hours. The establishments that stopped pay
ment were as follows, with their liabilities, according ·to their 
last published balance-sheet, though, of course, these were greatly 
diminished during the panic- . 

l'aid.up Capital. Reserve. Llabilitl ... 
Overend, Gurney & Co. • • • • •• £1,500,000 •• - ,,£11,000,000 

£6,000 ., not stated, English Joint Stoc~ Bank 
Oriental Commercial Bank 
New Zealand Banking COl1loration .. 
Hallet, Ommanney & Co .• '. ' . 
Imperial Mercantile Credit 
Commercial Bank of India 
European Bank " , , , , 
Robinson, Ceryton & Co. .• 
Alliance Financial Company 
Bank of London" •• 

, Consolidated Bank •• , • , • 
Agra. and Masterman's •• ' 

150,000 ., 
375,000 ., 

80,000 .. 
-,- .. 

500,000 " 

49,500 •• 
16,000 .. - .. 

1,000,000 .. 238.802 .. 
644,490 " 31,393" 

- .. 
20,000 •• - ,; 

400,000 .• 302,324 " 
600,000 .• 71,808, , 

1,500,000 " 500,000 " 

136,000 
238,000 

not stated. 

2,112,838 

4,335,877-
3,817.999 

15,582,002 

Besides these stoppages, several other banks connected with 
the East confessed to enormous losses. Thus, the Bank of 
HindoBtan, China, and Japan stated its profits at £23,485, and 

02 
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its losses at £87,796, with a further expected loss of £70,000; 
the Asiatic Banking Company stated its profits at .£61,494, and 
its losses at £142,000; the Bank of Queensland stated its profits 
at £10,878, and its losses at £42,071. What losses the other 
banks made we of course have no means of knowing, but they 
were probably heavy 

56. In the great crisis of 1866, the Law given in Chapter 
VII., § 87, that the Rate of Discount is the most powerful 
method of controlling the Exchanges, seemed for some time to 
be at fan It. From the beginning of that year the difference in 
the Rates at Paris and London was constantly 2 per cent., and 
gradually increased to 8,4, and even 6 per cent.; and while the 
storm 'Was raging in England, the Bank of France was in a state 
of the greatest serenity. The high rates in England were totally 
unable to prevent a severe foreign drain, and the Bank of France 
rapidly gained large qnantities of bullion, while discount was 
only 4, per cent. This remarkable and, indeed, unprecedented 
phenomenon, led many persons to question the truth of the law: 
aud even to maintain that the Rates in different countries ought 
to be quite independent of each other. But as we have shewn in 
that Chapter, the Rate of Discount, although the most powerful, is 
only one of several causes which influence the flow of bullion, 
which may at any time act in the same or in contrary directions. 
On this occasion it was overpowered for a short period by other 
causes. The principal of these was the utter discredit into which 
England had fallen. It was fully expected that the Bank would 
stop payment, and there would OO.'a general stoppage of the other 
banks, involving the mercantile community in ruin. The high rate 
of discount failed to attract supplies, because it was feared that the 
whole principal would be lost. Consequently large quantities of 
long-dated bills on England were hurried over here, and realised 
at any sacrifice, and the proceeds. remitted abroad. But 8S soon 
as these temporary causes had ceased to act, large supplies of 
hulIion poured in, and the equilibrium between credit and bullion 
was restored. A.s was well pointed out in a pamphlet by Mr. 
Fowler at the time, it was only that a longer period than was 
usual was required to produce the required effect on the exchanges 
than had beeu fouud needful in other cases 
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With re'spect to the Bank of France the explanation, is also 
easy. There was no commercial crisis in France, but strong 
expectations of war. Consequently mercantile enterprise was 
curbed, and specie naturally flowed into the Bank of France. 
Also in anticipation of war the Government of Italy suspended 
cash payments and adopted paper money. This of course neces
sarily drove specie out of the country, and it also naturally went 
'to the Bank of France 

Thus it is seen how necessary it is to have a knowledge of the 
circumstances at any period to understand the ,operation of the 
Laws of Economics 

Thus we see that true science is vindicated by experience, and 
'the history of Banking since 1866 -has amply confirmed the ti'Uth 
of this principle, which was first demonstrated in the First 
Edition of this Work'in 1856, anq since then has made its way to 
universal acceptance by all competent persons. The Usury Laws 
in France were modified in order to enable the Bank of France to 
adopt it, and by a sedulous attention to thjs principle the Notes 
of the Bauk of France, which were for several years incopvertible, 
circulated exactly at par with specie; and, in fact, every bank in 
the world is now managed on this principle 

Having brought the history of Banking up to this point, we 
do not think it necessary to give any further, details of events 
since then. The primary object of the, histo~y we, have given is 
to establish Principles. We have given an exact history: of 
the different doctrines which have been held as to managing the 
Bank and the Paper Currency, until at last scientific reasoning 
and practical experience have equally demonstrated that the true 
method of controlling credit and Paper Currency is by means of 
the Rate of Discount. We have given ample details of the 
steps by which this great doctrine gradually established itself in 
the Banking and Mercantile world. To pursue the subject 
further would not bring out any new principles; it would only 
give superfluous illustrations of a principle which is now as firmly 
established among all competent persons as the Newtonian Law 
of Gravity is among men of science: and, therefore, prolonging 
an account would only occupy space without any good object 
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CHAPTER XIII 

HISTORICAL SKETCH OF THE RISE AND PROGRESS 

OF BANKING IN SCOTLAND 

1. The Bank of Scotland is the first instance in the world of 
a private joint stock bank formed by private persons, for tho 
express purpose of making a trade of banking, dependent on 
their own private capital, and wholly unconnected with tho 
State. It differed in kind from any of the other banks existing 
at that time. The successful institution of the Dank of England 
led to a project being formed to establish a Dank in Scotland. 
A merchant of London, Mr. John Holland, was the author of 
the scheme, and he got eleven Scotch merchants to join him. 
They obtained an Act of the Scotch Parliament on the 17th 
July, 1695, authorising the Crown to grant them a Charter of 
Incorporation. The principle provisions of this Act are as 
follows:- , 

I. The joint stock was to be £1,200,000 Scots, or £100,000 
sterling, and authorises certain persons to receive subscriptions 
for not less than £1,000 Scots (£83 68. Sd.), nor more than 

, £20,000 Scots (£6,666 13s. 4d.) for each person, with a deposit 
of 10 per cent. 

II. They were allowed to lend on real or personal security, at 
not more than 6 per cent.; and, on failure of payment, to sell or 
dispose of the security publicly 

III. They were allowed to transfer their stock freely, or by 
will 

IV. No dividend t,o be made, but by consent of general 
meeting 

V. The joint stock to be free from all taxes affecting money 
for 21 years from that date 

.del. oj the l'arli4ment of Scotlana, ~ol. ix., I" 4~4. 
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VI. It was denlared to be illegal for any other Company to 
set np banking fOl' 21 years 

VII. Various legal privileges were granted for the more 
speedy and effectual recovery of debts dile to the bank 

VIII, Prohibits any sum to be withdrawn from the joint 
stock 

IX. Prohibits the Company, directly or indirectly, from 
usin:! or employing the joint stock of the Dank, or any of its 

. prufits, in any other trade or commerce, except the trade of lending 
aud borrowing money npon interest, an.d negociating bills of 
exchange ' 

X. Prohibits the Company fl'om pnrchasing land; or heritages, 
or advancing money to the Government, upon the anticipation of 
any Bums to be granted by Parliament, expect only those par
ticular ones upon which a credit of loan should be authorised by 
Purliamen~, nnder the penalty of forfeiting triple the amount, of 
which one-fifth to the informer 

XI, All foreigners who subscribed to the joint stock, were 
ipso jUcto naturalised to all intents and purposes. It was also 
provided that. two-thirds of the Btock must always belong to 
persone residing5n Scotland. The Scotch subscription of £800,000 
Scots (£66,666) was begun in November, and filled np at the end 
of Decl'luber, 1695. The English subscription of £400,000 Scots 
(£33,3~S) was taken up in one day in London, a great part by 
Scotchmen. As the Scotch at that time were supposed to know 
nothing about banking, it was also provided that for a certain 
number of yeara the Governor and twelve Directors should be 
English, aHd the Deputy-Governor and twelve Directors should 
be Scotch. However, it was soon found that the Scotch were 
such good managers, that this arangement was changed, and all 
the Directors were Scotch, and thirteen trustees were chosen to 
manage the English business and affairs in London ' 

2. No sooner was the Bank fairly established, than, in 1696, 
t.he African Company attempted to set np the trade of banking, in 
defiam'e of the Balik's privilege. This was the celebrated Darien 
Company, which was organised by William Paterson, who was 
one of the fuunders of the Bank of England. Mr. Holland was 
GO'I"crnor of the nank, bnt so little was it thonght of, that.it did 
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not venture to nndicate its privileges against the African Company 
for .... hich there was a national frenzy, and which afterwards ended 
so sadly. The Bank was obliged to content itself, by strengthening 
its position by calling np t .... o-tenths of ita capital 

The African Company BOOn, howe\"er, burnt ita fingers with 
banking, as, in order to rival the Bank, they adfanced their notes 
with great imprndence to 8e\"eral of their own shareholders and 
others, and sustained great losses, .... hich made them atop. The 
Bank then began tbe business of exchanges, bnt, finding that 
they conld Dot compete .... ith pri>ate merchants, gaye it np. In 
1696, they opened brsnches at Glasgow, Abt'rdeen, Dundl-'e, and 
Montrose; but Dot fiuding them to pay, withdrew them. In May, 
1698, the ri\"alry of the African Company being at an end, the 
directors rcpaid the two-tenths of capital last. called np, 88 being 
more than Dt'cessary for their business 

3. The Bank at. first received no deposits from the publio ; 
its business consisted in circUlating ita own Dotes npon the crecm 
or the snbscriptions that W88 paid in. Tht'le notes were for £100, 
£50, £20, £10, and £5. It is dispnted when they began to issne 
£ I notes, for, .... hile a pampblet pnblished in 1728 on their behalf, 
says that they began to wne them in January, 1699-1700, Mr. 
Kiunear, a director of the Bank, stated to the Committee of t.he 
Honse of Commons that, though many proposals were made to 
them to circulate "tickets" or "tokens" of £1 t.hey had alwsys 
hesitated to adopt 80 novel an experiment. till 1704. Which 
authority is right. we have no means of deciding. In 1701 a 
great fire destroyed the Parliament Close, in which tl)e Bank wa.s, 
but the cash and aU t.he effects were safely removed into the 
Castle by the Earl of Leven, who W88 Governor of both 

In December, 1704, BOOn after, 88 it wonld appear by one 
account, that they had issued £1 notes, a rnmonr was spread aU 
over the kingdom that the Privy Conncil were going to raise the 
value or coin, which caused a rnn npon the Bank, and at last it. 
was obliged to stop payment. A meeting of the proprietors W88 

held, who declared that all their notes shoulJ bear interest nntil 
they were paid. The directors also requested the Privy Conncil 
to appoint a Committee to examine their books. They reported 
that the Bank W88 in the moat sound and flourishing condition, 
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and their notes then passed without depreciation. Thil directors 
made a call oC one-tenth. and in less than five months paid off all 
their not~ with interest 

B, the Act oC Uniun" between England and Scotland, it was 
stipulated that the coinage oC &.'Otland should be l\!duced to uni
r~)nnity with that of England. aud the loss or deficiency to prinlte 
indii"iduals made good out of the Equinlent fund. (Art. XV.) 
The Bank assisted this operation by receiving all the old money 
and gii"ing their own notes, or new money. in return. receiving a 
commissiou of half per cenL This was sucessfully accomplished 
without any disturbance 

In September. 1715. the rebellion broke out, which imme
diatel, caused a run opon the Bank. the directors themsebes 
urging it on, that the money might not fall into the hands of the 
insurgents. They then stopped. retaining aU the money belonging 
to the Crown, -which was about £30,000, which they lodged in the 
Castle. They then gave notice that all their notes should bear 
interest, as had been done in 170-l. In lIay. June and July,17U. 
they were all called in and paid. In this year the monopoly of 
banting granted by their charter expired. and no steps were 
taken to renew it 

It appears that op to this time the profits oC the &nk were 
enormous. A rii"at puml,hlet states that the dividend vas 85, 40 
and 50 per cent-., and, accordingly. as ve may well suppose, these 
profits attracted rivals. A cry was got op a,,~nst them, that they 
,,-ere too niggardly in advancing loans, that they exalted too high 
interest, and that the concern was altogether too small 

4. In December, 1719, proposals were made to them to " 
uOlte with the proprietors of the Equinlent fund. to the amount 
of £250,000. 60 as to inCl\!&se the capit&i to £350,000, aud share 
the annual grant oC £ 10,000 (being four per cenL on the amount) 
in the proportion of tWCHie\"entbs and five-se\"enths. But as the 
Bank had only one-tentb paid up, the proprietors of the Equivalent 
fund were to draw out oC" the ThUlk. as might be agreed upon, 
nine-tenths, or £225,000, in notes, 60 that there might be • 
Ctlpit&i of £35,000 to bank upon 

The Bank l\!plied that-hI, They had no power bI their Act 
to amalgamate with the Equivwent, as Ulel were limited to 
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£100,000 sterling; 2ndly, That they would not unite at par with 
the Equivalent at four per ceut., while their own stock was worth 
at least ten per cent.; Srdly, That the stock of the Bank was 
large enough for the country; and, if they wanted it enlarged, 
they could do it themselves by calling on their proprietors. They 
also gave other calculations, shewing the absurd nature of the 
proposals -

No sooner were the advances of the Equivalent proprietors 
repulsed than another set of persons began another rough wooing, 
to thrust themselves into a union with them. 'l'he Edinburgh 
8ociety, formed on a pretended plan of insuring against fire, tried 
to force a junction with them, and being defeated in this, they 
tried to get up a run upon them. They got together £8,400 
of their notes, and spread a report of a run. This, however, 
failed; and shortly after the Bubble Act passed, by which the 
society found that they were an illegal company, and were obliged 
to dissolve themselves. The London Assurance Company then 
" proposed" to them, but met with a simil'ar refusal 

5. At the time of the Union ,a considerable number of 
persons, both civil and military, were creditors of the State, and 
the Equivalent sum stipulated in the Act. of Union was not 
sufficient to discharge their claims. In 1714 they obtained an 
Act of Parliament, constituting their debts, but no Parliamentary 
provision was made to pay it till 1719, when £10,000 was set 
apart for that purpose, to be paid annually, in preference to all 

-other claims. The Act of 1719 empowered His Majesty, by 
letters patent, to incorporate the proprietors of this debt into a 
body politic and corporate-a Monte-with powers to do and 
perform aU matters appertaining to them to do, touching 01 con
cerning the said capital sum; and the yearly fund, payable in 
respect thereof, as His Majesty, by the said letters patent, should 
think fit to grant. In pursuance of this Act, the proprietors, 
who included persons in all ranks of the State, were incorporated 
ill 1724; and, by the same letters patent the King agreed and 
covenanted with the corporation tbat hr would, from time to 
time, grant them such other powers; privileges and authoritie& as 
be lawfully might 

This was the body of persons whom we have Been attempt to 
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force tliemseh"es on the Bank of Scotland. When they were 
repulsed by that body, they determined to apply to the King to 
grant ~hem powers, of Banking in Scotland, in pursuance of 
his agreement to grant them any powers that he lawfully might. 
They accordingly petitioned him to grant them powers to bank 
in Scotland, limited to such of the company as should on or 
before Michaelmas, 1727, subject their stock to the trade of 
banking. This petition came to the knowledge of the Bank in 
1726, and, of course, they did everything they could to oppose it. 
A cry was got up against them that they were hostile to the 
House of Hanover-that they charged too high interest for their 
loans-that they were too particular in the securities they 
required-that they would not lend on their own stock, and 
other things. 'To all these various chargE:S, they, or a friend for 
them; elaborately replied, and they said' that such a thing as two 
banks in one country was never heard of-that if Scotland had 
two England should have ten. By this time they had called up 
3·10ths of their stock, or £30,000, and they alleged that that 
was sufficient to circulate all the credit that could be required 
in Scotland. They had some sound views on the subject-" For 
the quota of credit in a banking company must be proportioned 
to the sloek of specie in the nation, learned and understood by 
long experience, and not extended to a capital stock subscribed 
for, which cannot in the least help to support the company's 
credit if the specie of the nation decay" 

The call that had been made was partly paid up in the Bank's 
own notes, just as we shall see that the subscription to the new 
stock of the Bank of England was partly paid in its own de-, 
preciated notes. An outcry was made about this, but it was 
well answered-" But the objectors do not at all consider this 
point. For the payments are many of them made in specie, and 
}.Jank notes are justly reckoned the same as specie when paid in 
on a call of stock, because, when po!:d in, f't lessens the demand 
ON. the Bank." He also says-" A' certain stock of specie cir-' 
culating in the country is needful for currency of payments in 
markets, and amongst the meaner sort of people, bearing a due 
proportion to what is rnnning on paper credit upon the faith of 
the Banking Company." Excellent doctrines, in strict accordance 
with the principles which made the Parliament of Scotland reject 
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the plausible and delusive schemes of Dr. Chamberlen and John 
Law, for issuing paper based npon land 

Notwithstanding the opposition of the Bank of Scotland, the 
cbarter, with powers of banking, was granted to the Eqlli\'alent 
Company on the 31st May, 1727. The King's death on the 11th 
June following delayed it for a short time, but it was sealed on 
the 8th July. The Company took the name of the Royal 
Bank and commenced bl1sinesa on the 8th December, 1727, 
with a capital stock of £151,000 

Granting that all the charges against the old bank were futile 
and groundl('.I!8, we may well rejoice that the monopoly of the 
Bank of Scotland was not permitted to subsist. A writer, who 
professes to be independent of either bank, touched the right 
point in reply to the statement put forth on behalf of the old 
bank-" The power of monopolies is, I believe, an exploded 
doctrine. • • • Did ever any nation make an exclusive bank 
perpetual, or for longer than twenty-one years P Or if such an 
instance can be given, was the measnre right P • • • If the 
old bank should reply-We are in possession, what have we done 
to deserve to have our possession distnrbed P The answer npon 
that abstract question is plain by au other question-WI.a1 lulv, 
we, th8 other ,ubject" don, to be ,eeluded' or by u'lull law are fl.:, 
,ecluded from th8 adt·antage, you eI1J011'" The writer then says, 
after comparing the rival compauies-"The obvious reflection 
which arises from comparing these two is, that these caudid and 
fair dealers have also dealt profitably for themselves (as it is but 
reasonable that they should), they have taken very good payment 
for all the services they have done to the nation, and u'lull tilk 
thty, or any olher Bet of men, have ~ an hereditary or indefeasibk 
monopoly 0/ banking" hard ~ underBiand. • • • As ready as 
onr Parliament was at the Union to 8CJOmmodate petitioners, 
a perpetual monopoly 0/ banking wa, a thillg '0 manifestly 
pernicious, tlull no private men could lull" tht assurance ~ aim at 
if,/ar leIS eould any Parliament be '0 untltinking a, ~ grant it." 
On the south of the Tweed there was found a Parliament 80 

unthinking as to grant a monopoly of banking to a single com
pany for upwards of 130 years, and the consequences fully 
justified the opinions of the sagacious Scot 

The directon or the company were authorised to make calls 
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Ilpoa the propriet.ol'B, to the amoan' of one-half of their stock. 
but there were no means givell of enforcing the calIs beyond 
retaining the accruing diridends until the call was satisfied. 
TheI gut, ho ... ner. grea' aSstance bl haTing. £20.000 deposited 
... ith them bl the Cro'tI'D. This ns sen' down by the GOTem

meu &0 be placed oa' al in~ to assisl the fisheries and 
manufactures. and several of the directols of the Ro)"1ll Bank. 
being among ~ kast~ f~ managing the fund, voted thM il 
&oould be placed ill their OTD bank. Theil cliarter also granted 
them unlimited ponlS of issu~. The aIan:n and jealousy created 
by the establishmen& of a DeW bank happily soon ... ore off. as il 
... as Wscon!red ~ so far from injuring it. the inerit&ble conse
quence follo ... ed tha' enlarged experience in commerce would 
enable lIS to predict; i' increased the prosperitl of bath of them, 
so ilial the stock of the Bank of Sootland rose to 400 per cent.. 
and that of the Ro)"1ll Bank .lso TeI'1 high 

The Ro)"1ll &nk had been ill uistence only two years, ... h.:n 
it invented a further det"elopment of the system of bank:in~, 
lrhkh. by the unanimous testimony of all persons ... ho kno ... thal 
oountry. has done more to del"elope its resoun:es, and promote 
its a..,"Iieultural and commercial prosperity thall any other cause 
... hatet'er. This is the system of Cal..\ CrrJit~ or Cad A«/1V1It .. 
This system deserves the most attentive consideration. because it 
is entirely of the nature of AM.liJUao&:ltioll Paper. ...hich has 
fallen into such disrepute ill England. from the enormoa.s abuse of 
it that has taken place. We have already. in Chapter VI., git'en 
an accoo.n.t of C.ash Credits. In 17U. the Bank of Scotland tried 
a.,"'llin to establish branches at Glasgow. Aberdeen. and Dundee, 
but, after a trial of t1l'O years. was obliged to discontinue them, 
and the pIan 1I'8S noUried again till 177'4 

6. The unlimited po.-er of issuing "promises to pay.- placed 
in the hands of t1l'O 00iti!e parties, must; naturally have led to 
~ Ot'er-isslles. before the1 acqllired sufficient uperience. To 
protec& iliemsel"feS from the consequences of these over-issues, 11..8 

ftllu from the attacks of each other, the Bank of Scotland in 
l1SO iatrodueed a claase mto their notes making them payable. al 
the option of the directors of the Bank. M the end of six months. 
with • sum eqlll1l to the legal interesi; from th~ time of demand to 
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that time. This practice was adopted by all the other banking 
companies, for the manifest advantages of banking were so 
strikingly displayed, that after the expiry of the monopoly of the 
Bank of Scotland, banking companies stat'ted up in all directions; 
and inundated the country with notes. When the holders of the 
notes demanded payment fpr them, the directors of the companies 
threatened that they would take advautage of the optional clause, 
unless the demanders would content themselves with a part of 
what they wanted. Moreover, as there was no restraint upon the 
amonnt of their notes, many of the companies issued notes for 
108" 58., and even lower than that. In Perthshire· there were 
notes for 18. and even for 1d., and the Perth Banking Company 
was founded partly to put an end to this nuisance. The in
evitable consequence followed j these paper notes drove all the 
gold and silver out of the conn try, and the exchange with London 
fell. Adam Smith says-"While the exchange between London 
and Carlisle was at par, that between London aud Dumfries 
would sometimes be 4 per cent. against Dumfries, though this 
town is not thirty miles distance from Carlisle. But at Carlisle 
bills were paid in gold and silver, whereas at Dumfries they were 
paid in Scotch bank notes, and the uncertainty of getting those 
bank notes exchanged for gold and silver coin had thus degraded 
them 4 per cent. below the value of that coin." And this was at 
the time when, owiI1g to the degraded state of the English coin, 
the foreign exchanges were adverse to England, and the market 
price of gold was £4 per ounce, so that the whole depreciation of 
the note was about 6; per cent. Thus we see at this time, when 
the Scotch bank notes were at a discount, they were, in fact, 
inconvertible, or only payable six months after demand, a circum
'stance of great importance, and one which mllst be especially 
observed, as this was one of the instances alluded to by Sir 
Robert Peel in introducing his Bank Act of 1844 

The manifest consequence followed. All the gold left the 
country, as it always does from the excessive paper issues, and the 
banks were all obliged to employ agents in London constantly 
collecting money for them, at an expense of seldom less than 
one-and-a-half to two per cent. Adam Smith says-"This money 
was sent down by the waggon, and insured by the carriers at an 
additional expense of three-quarters per cent., or 15s. on the 
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£100." Those agents were not always able to replenish the coffers 
of their employers so fast as they were emptied. In this case the 
resource of the banks was to draw upon their correspondents in 
London bills of exchange to the extent of the sum they wanted. 
When those correspondents afterwards drew upon them for the 
payment of this sum, together with the interest and commission, 
some of those banks, from the distress into which their excessive" 
circulation had thrown them, had sometimes no other means of 
satisfying this draught but by drawing a second set of bills either 
upon the same or upon some other correspondents in London, and 
the same sum, or "rather bills for the same sum, would in this 
manner make more than two or three journeys, the debtor bank 
always paying the interest and commission upon the whole 
accumulated sum. Even those Scotch banks which never distin
guished themselves by their extreme imprudence, were sometimes 
obliged to employ this ruinous resource 

"The gold coin which was paid out either by the Bank of 
England or by the Scotch banks, in exchange for that part of 
their paper which was over and above what could be employed in 
the circulation of the country, being ·likewise over and above 
what could be employed in that. circulation, was sometimes sent 
abroad in the shape of coin, sometimes melted down and sent 
abroad in the shape of bullion, and sometimes melted down' and 
sold fO the Bank of England, at the high price of £4 an ounce. 
It was the newest, the heaviest, and the best pieces only, which 
were carefully picked out of the old coin, and either sent abroad 
or melted down at home, and while they remained in the shape 
of coin, those heavy pieces were of no more value than the light •. 
but they were of more value abroad, or when -melted down into 
bullion at home." This passage well illustrates the quotation we 
have given from Aristophanes, and is admirably illustrated by 
what took place in France during the existence of the Assignats, 
and in England during the suspension of cash payments 

At this period the Scotch banks had got themselves into a 
very alarming position, from their ignorance of the true principles 
of regulating' a paper currency, as well as of the effect of an 
excessiye issue of paper in depressing the exchanges, and causing 
an export of gold, and not perceiving that, while in this state; 
bringing gold into the country was like ~ouring water into a 
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sie,e, or like· the toil of thl' Danaides. They had been far too 
,prodigal in granting cash creJits, and allowing them to be con
verted iuto dead loans, without observing the rules that were 
specially applicable to them. And everything seemed to show. 
that matters would get. worse, as the annihilation of the last 
Jacobite rebellion in 1746 had freed the' country for ever from 
the fear of internal disturbances, and numerous other companies 
were forming to add to the currer:cy, which was already super
.abundant. 

United in a common danger, the two principal banks agreed 
to combine their Influence, and obtain an Act to remedy this, and 
the Statute 1765, c. 49, was passed, suppressing all notesundcr 
208. and prohibiting those to be issued with the optional clause, 
and enac~ing that all such notes should be payable to the bearer 
onderriand. The banks also curtailed their cash credits very 
extensively, and called up fresh capital. Owing to these com
bined measures; silver immediately returned into circulation, the 
value of the Scotch currency was restored to par, and from that 
time to the present, although the issue of bank notes was abso
lutely free until 1845, the Scotch currency has never varied 
from par 

7; The Bank of Scotland and the Royal Bank continued to 
be the only chartered banks till 1746, when the British Linen 
Company was incorporated, for the purpose of carrying on-the . 
linen manufacture, and banking in connection with it. This 
Company soon found it expedient to discontinue the linen part of 
their business and confine themselves to banking, and it has since 
become one of the most powerful and wealthy of the Scotch 
banks, but it did not introduce any new feature into Scotch 
banking 

This is the first occasion, that we are aware of, on which that 
abominable system of accommodation paper, which is the sure 
precursor of mercantile convnlsion, was fully manifested. The 
Scotch banks seem to have learnt a very wholesome lesson, and 
contracted their issues more within the bounds of prudence. 
This was a source of prodigious annoyance to a vast number of 
speCUlators and adventurers. The prudence which the banks 
exercised in discounting, not only alarmed but enraged these pro-
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jectors to the highest degree. "Their own distress," says Adam 
Smith, "of which this prudent ~nd necessary reserve of the 
banks was no doubt the immediate occasion, they called the 
distress of the country; arid this distress of the country they said 
was altogether owing to the igilOrance, pusillanimity, and bad 
conduct of the banks. which did not give a sufficiently liberal aid 
to the spirited undertakings of those who exerted themselves ill 
order to beautify, improve, and enrich the country. It was the 
duty of the baI,lks, they seemed to think, to lend for so long a 
time, and to as great an extent, as they might wish to borrow'. 
The banks, however, by refusing in this manner to give more 
credit to those to whom they had already given a great deal too 
much, took the only method by which it was now possible' either 
to save their own credit or the public credit of the country 

"In the midst of this clamour and distress a new bank was 
established in Scotland, for the express purpose of relieving the 
distress of the country. The design was generous, but the 
execution was imprudent; and the nature and causes of the 
distress which it meant to relieve were not,perhaps, well under
stood. This bank was more liberal than any had ever been, both 
in granting cash accounts and in discounting bills of exchange. 
With regard to the latter it seems to have made scarce any 
distinction betw'een real and circulating bills, but to have dis
counted all equally. It was the avowed principle of this bank 
to advance, upon any reasonable security, the whole capital which 
was to be employed in those improvements of which the returns 
are the most slow and distant, such as the improvements of land. 
To promote such improvements was even said to be the chief of 
the public-spirited purposes for which it was instituted. By its 
liberality in granting cash accounts, and in discounting bills of 
exchange, it no doubt issued great quantities of its bank notes. 
But those bank notes being, the greater part of them, over and 
above what the circulation of the country could easily absorb 
and employ, returned upon it, in order to be exchanged for gold 
and silver, as fast as they were issued. Its coffers were never 
.well filled. The capital, which had been subscribed to this bank 
at two diiferentsubscriptions, amounted to £160,000, of which 
80 per cent. only were paid up. This sum ought to have been 
paid in at several different instalments. A great part 9f the 

VOL. 11. p 



210 THEORY AND PRACTICE OF BANKING 

proprietOrs, when they paid in their first instalment, opened a 
cash account with the bank; and the directors, thinking them
selves obliged to treat their own proprietors with the same 
liberality with which they treated all other men, allowed many 
of them to borrow upon this cash account what they paid in upon 
all their subsequent instalments. Such payments, therefore, 
only put into one coffer what had the moment before been taken 
out of another. But, had the coffers of this bank been filled 
ever so well, its excessive circulation must have emptied them 
faster than they conld have been replenished by any other 
expedient but the ruinous one of drawing upon London, and, 
when the bill became due, paying it, together with interest and 
commission, by another draught upon the same place. Its 
coffers haying been filled so very ill, it is said to have been 
ddven to· this resource within a very few months after it began 
to do business. The estates of the proprietors of this bank were 
worth Be,eral millions, and by their subscription to the original 
bond, or contract of the bank, were l'eally pledged for answering 
all its engagements. By means of the great credit which so· 
great a pledge necessarily gave it, it was notwithstanding its too 
liberal conduct, enablcd to carryon business for more than two 
years. When it was obliged to stop, it had in circulatiou about 
.£200,000 in bauk notes. In order to support the circulation of 
those notes, which were continually returning upon it, as fast 
as they were issued, it had been constantly in the practice of 
drawing bills of exchange upon London, of which the number 
aud value were continually increasing, and, when it stopped, 
amounted to upwards of .£600,000. This bunk, therefore, had in 
little more than the course of two years advanced to different 
people upwards of £800,000 at 5 per cent. Upon the £200,000, 
which it circulated in bank notes, this 5 per cent. might perhaps 
be considered as clear gain, without any other deduction besides 
th~ expense of management. But upon upwards of .£600,000, 
for which it was continually drawing bills of exchange upon 
l-,ondon, it was paying, in the way of interest and commission, 
upwards of 8 per cent., and was, consequently, losing more than 
S per cent. upon more than th~e-fourths of all its dealings 

"The operations of this b.\nk seem to have produced effects 
lJuite opposite to those which )Vere intended by the particular 
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persons who planned' and direoted it. They seem -to have 
intended to support the spirited undertakings, for as such they 
considered them, which were at that time carrying on in different 
parts of the country, and at the same time, by drawing the whole 
banking business to themselves, to supplant all the other Scotcili 
'banks, particularly those established at Edinburgh, whose back
wardness in discounting bills of exchange had given some offence. 
This bank, no doubt, gave some temporary relief to those pro
jectors, and enabled them to carry o~ their projects for about 
two years longer than they could otherwise have done. But it 
thereby only enabled them to get so much deeper into debt,so 
that, when ruin came, it fell so much heavier both upon them 
and upon their creditors. The operations of this bank, therefore, 
,instead of relieving, really aggravated, in the long run, the 
distress which those projectors had brought both upon themselves, 
and upon their country. It would have been much. better for 
themselves, their creditors, and their country,had the greater 
part of them been obliged to stop two years sooner than they 
actually did. The temporary relief, however, which this bank 
afforded to those projectors, proved a real and permanent relief to 
the other Scotch banks. All the dealers iIi circulating bills of 
exchange, which those other banks had become so backward in' 
discounting, had recourse to this new bank, where they were 
received with open arms. Those other banks were enabled to get 
very easily out of that fatal circle, from which they could n(,lt 
otherwise have disengaged themselves without incurring a con
siderable loss, and perhaps, too, even some degree of discredit 

"In the long run, therefore, the operations of this Bank· 
increased the real distress of the. country, which it meant to 
relieve; and effectually relieved from a very great distress those 
rivals whom it lUeant to supplant 

" At the first setting out of this Bank, it was the opinion of 
· some people that holY fast soever its coffers might be emptied, 
· it might easily replenish them, by raising money upon the 
securities of those to whom it had advanced its paper. Ex
perience, I believe, Boon cOllvinced them that this method of 
raising money was much too slow to answer their purpose; and 
that coffers, which were originally so ill filled, and which emptied· 

· themselves BO very fas't, could be replenished by no other ex· 
p 2 
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pedient but the ruinous one of drawing bills upon London, and, 
when they became due, paying them by other dranghts upon the 
same place, with accnmulated interest and commission But 
thongh they had been able by this method to raise money as fast 
as they wanted it, yet, instead of making a profit, they must 
have suffered a loss by every such operation; so that, in the long 
mn, they must have mined themselves as a mercantile company, 
though perhaps not so soon as by the more expensive practice of 
drawing and re-drawing. They could still have made nothing 
by the interest of the paper, which, being over aud above the 
circulation of the country could absorb and employ, returned 
npon them, in order to be exchanged for gold and silver, as fast 
as they issued it, and for the payment of which they were 
themselves continually obliged to borrow money. On the con
trary, the whole expense of this borrowing, of employing agents 
to look out for the people who had money to lend, of negotiatiug 
with those people, and of drawing the proper bond or assignment, 
must have fallen upon them, and have been so much clear loss 
upon the balance of their accounts. The project of replenishing 
their coffers in this manner may be compared to that of a man 
who had a water pond, from which a stream was continually 
mnning out, and into which no stream was continually running, 
but who proposed to keep it always full by employing a nnmber 
of people to go continually with buckets to a well at some miles' 
distance, in order to bring water: to replenish it 

" But, though this operation had proved not only practicable 
but profitable to the bank, as a mercantile company, yet the 
country could haye derived no benefit from it; but, on the con
trary, must have suffered a very considerable ]oss by it. Thi@ 
operation could not augment in the smallest degree the quantity 
of money to be ]ent. It could only have erected this bank into 
a sort of general loan office for the whole country. Those who 
wanted to borrow must have applied to this bank, instead of 
applying to the private persons who had leut it their money. 
But a bank which leuds money, perhaps, to 500 different people, 
the greater part of whom its direetors can know very little 
about, is Dot likely to be more judicious in the choice of its 
debtors than a private person who lends out his moneyamoug 
a few people, whom he knows, and in whose sober and frugal 
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conduct he thinks he has good reason to confide. The debtors 
of such a bank as that whose condnct I haye been giying some 
account of were likely. the "greater part of them. to be chimerical 
projectors, the drawers and re-drawers of circulating bills of 
exchange, who would employ the money in extraya.,o-ant under
takings, which, with all the assistance that conld be giyen them, 
tbey would probably never be able to complete, and which, if 
they should be completed, wonld never repay the expense which 
they had really cost, would neYer afford a fnnd capable of main
Luning a qnantity of labour equal to that which had been 
employed about them. " The sober and frugal debtolB of prifate 
persons, on the contrary, would be more likely to employ the 
money borrowed in sober undertakings, which were proportioned 
to their capitals, and which, though they might have leES of the 
graud and the marrellous, would haye more of the solid and the 
profitable, which wonld repay with a large profit whatever had 
been laid ont npon them, and which would thus afford a fuud 
capable of maintaining a much greater quantity of labour than 
that which had been employed abont them. Tbe success of this 
operation. therefore, without iucreasing in the smallest· degree 
the capit.'\l of the country, would only have trausferred a great 
part of it from prudent and profitable to imprudent and Wl

profitable undertakings .. 

8. This bank, to which this loug extract refas, was the 
celebrated .Ayr Bank, which .. -as fouuded to remedy the alleged 
distress caused by the niggardly conduct of the existing banks. 
It was started by a company which comprised the Duke of 
Hamilton and many other landed propri<!tors of immense wealth. 
aud it was ba..~ on the fatal delusion that, because the capital 
and property of its proprietolS was undonbted, it might therefore 
issue notes to any amount withod depreciation. This W&8 

exactly John Law's theory of money, and thi3 bank is. pregnant 
instance of its fallacy. The pamphlet we have already quoted 
from, relating to the Bank of Scotland. had already seen and 
denouuced this fallacy, for it said, with perfect truth and wisdom, 
that no matter wAatlh8 capital of II Milking company is, 1M Pap" 
Credi4 ill tJu BIIopI of XolsB, ",hie" it tall circulatB, /)eaTl II urlaill 
proporfiqll to 1M nldilifl $J1«W it. 1M country, and this can onl1 
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be ascertained, by experience. Now this strikes at the root of 
John Law's whole theory, because that. is based upon the fallacy 
that bank notes only represent property, and therefore may be 
multiplied to the extent of any existing property without depre. 
ciation-a theory whose results may be seen in the history of the 
Assignats; whereas the real truth and fact is, that bnnk notes do 
not represent any property whntever, but are themselves {ude. 
pendent entities, and call only maintain their value, like any 
other independent entities, by bearing a certain proportion to the 
specie. Nor is Adam Smith correet in what he says, that the 
operations of banking do not increase the capital of the country; 
there is no more delusive fallncy than this in Economics; it is 
just because banking does increase capital so rapidly that it is so 
dangerous. It is just for the very reason that bank credits, 
whether in the form of promissory notes, or entries and cheqnes, 
perform exactly the same functions, and are in all respects 
equivalent to the creation of so much additionnl capital, thnt 
they so fatally depreciate the value of the existing specie, if they 
are multiplied too rapidly. The fatal error of the Ayr Bank, and 
of Law's theory is this, not that capital might be increased by 
banking, but in not perceiving the true natural limits to tiM 
increase-and in not seeing that the true limits wcre to be fOlllld 
in its maintaining an equality of value with gold and silver. 
This unfortunate concern was supposcd to have been insolvcnt 
'within' a fortnight after it commenced busiuess. Its mistnken 
course inflated speculation; the accommodation bill system, which 
has been the cause of every commercial crisis from that time 
to this, promoted by this bank nnd other speculators, formed the 
·exact ante type of the proceedings of the Western Bnnk and its 
herd of adventurers in 1857. The exports of 1771 and 1772 rose 
to a height they had never done before, and which they did not 
again equal till 1787. While commerce wns in this apparently 
prosperous,but in reality bloated and disensed condition, the 
puncture of a pin was sufficient to make it collapse. On the 
lOth June, 1772, a partner of one of the greatest firms in London 
Neale & Co., decamped with .£300,000, having been deeply en· 
gaged in speCUlation in funds. This man, named Fordyce, was a 
Scotchman, and had a large Scotch connection; these were blown 
'\1pon by the failure of their London agent, and a complete COIIl-
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mercial panic began. The Ayr Bank had branches in Edinburgh 
and Dumfries, and a ron began upon it on the 17th June, 1772, 
in Edinborgh, and it stopped payment on the 25th, along with a 
crowd of speculators. '!,he whole of Scotland was shaken to its 
foundations. The paper of the Ayr Bank in circulation amolIDted 
to £800,000. There had been no disaster similar to it.since the 
Darien scheme, and there has been none since like it, until the 
failure of the Western Bank. The credit even of the other banks 
was almost gone. Besides the three Public .Banks, only three 
of the private ones survived. The person who was the immediate 
cause of the collapse of the rotten bubble of credit being a 
Scotchman, the London papers teemed with tirades of abose 
of everything Scotch 

A writer in one of the papers says that the accommodation bill 
system first sprong up then.. In the Public Advertiser, July 8th, 
1772, it says in a letter-" Banking 'companies have appeared in 
almost every corner of the kingdom, and bills of exchange have 
been multiplied by a new method called Swi'lJslling, without any 
solid transactions." Adam Smith, however, places it earlier. 
Speaking of the refusal of the banks to discount to the extent 
the speculators wished, he says-" Some of those traders had 
recourse to an expedient. which for a time served their purpose, 
thongh at a much greater expense, yet as effectually as the utmost 
extension of bank credits could have done. This expedient was 
no other than the well-known shift of drawing and re-drawing ; 
the shift to which unfortunate traders have sometimes recourse' 
to when they are on the brink of bankruptcy. T~ practiclJ of 
ramng money in this mallner had lfmg been known in England, 
and, during the course of the late war, when the high profits of' 
trade afforded a great temptation to over-trading, is said to have 
been carried on to a very great extent. From England it was 
brought to Scotland, where in proportion to the very limited 
commerce, and to the very moderate capital of the country. it was 
soon carried on to a much greater extent than it ever had been in 
England. The practice of drawing and re-drawing is so weU 
known to all men of bnsiness that it may perhaps be thought 
unnecessary to give an account of it." And yet a respectable 
witness, Mr. Latouche, deputed by the private bankers of Dublin 
to give evidence before the Committee' of the Honse of Commons 
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in 1858, says that the accommodation bill system" arose from a 
new element, which, when the Act of 1844 was made, did not 
exist at all, and that was the immense amount of deposits in the 
hands of Joint Stock Banks paying interest II" 

9. In 1774, by the Statute of that year, c. 82, the Bank of 
Scotland was authorised to double its capital stock, and the limit 
which any shareholder might hold was raised to. forty shares.' 
In this year the bank began successfully to establish branches, 
which has since become so marked a feature in Scotch banking. 
In 1784, by the Statute of that year, c. 12, the capital of the 
bank was raised to £300,000, and all restrictions as to the 
amount of stock any proprietor might hold taken off. In 1792, 
by the Statute of that year, c. 25, the capital was raised to 
£600,000, and by Statute, 1794, c. 19, to £1,000,000, and by 
Statute, 1804, c. 23, to £1,500.000, of which £1,000,000 has 
been called up, and at which it still remains 

10. The next great commercial crisis was in 1793. This 
also ex~ended to Scotland. This was attributed by the best con
temporary writers to the inordinate multiplication of the country 
bankers and the commencement of the revolutionary war. This 
crisis. was most severely felt in Glasgow. Numbers of the most 
wealthy firms, both commercial and manufacturing, failed. The 
Glasgow Arms Bank, one of the three oldest in the city, stopped 
on the 14th March. Three-fourths of the country bankers in 
England were greatly shaken. The B'ank of England refused all 
assistance, in spite of all solicitations made to it, for which it is 
severely blamed by Sir Francis Baring and the Bullion Report. 
When the Bank adopted this perverse course, universal failure 
seemed imminent. Sir John Sinclair remembered the precedent 
of 1697, when Montague had sustained public credit by an issue 
of Exchequer bills, and thought that a similar plan might be 
followed in this crisis. Mr. Pitt desired him to propose a scheme 
for the purpose, which he presented on the 16th April. A Com
mittee of the House of Commons was immediately appointed. 
In the meantime a director of the Royal Bank of Scotland came 
up, with the most alarming news from Scotland. The public 
banks were wholly unable, with due regard to their own sufety, 
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. to furnish. the accommodation necessary to support commercial. 
houses. and the cOl'lntrybankers. That, unless they received 
immediate assistance from Government, general failure would 
ensue. Numerous houses, which were perfectly solvent, must fall, 
unless they could obtain tempora!-"y relief. Mr. Macdowall, M.P. 
for Glasgow, stated that the commercial houses and manufactories 
there were in' the greatest distress, from the total destruction 
of credit. That the distress arose from the refusal of the 
Glasgow, Paisley, and Greenock Banks to discount, as their 
notes were poured iu upon them for gold. This panio was 
allayed by the Government consenting to issue small Exchequer 
bills, and by the activity of Sir John Sinclair in getting money 
sent down to Glasgow in anticipation of these Exchequer bills 

An idea of the great. severity of this crisis may be formed 
from 'the interesting memoirs of Sir William Forbes, of the 
history of that house. He says, p. 80, speaking of deposit 
receipts-

"In ordinary times the number paid and granted are pretty 
much the same 

" Amount paid above gra.nted, in December, 1792, £10,670 
" " " January, 17D3, 16,916 
" " ,J February,,, 11,561 
" " " March. . " 52,961 
" " " April, ,,105,075 
" " to 23rd May, I' 66,541 

£263,724 
"The diminution on current account balances was in pro-

portion, that is, nearly as much more" . 

11. The news of the suspension of cash payments by the 
Bank of England reached Edinburgh by express on the 1st of 
March. An immediate run on the banks took place. The 
managers of the public banks waived all etiquette, and met at 
Sir William Forbes's to consider what was to be done. It was 
agreed to follow, the example of the Bank of England, and 
suspend 'all payments in specie. A meeting of the principal 
inhabitants was called by the Lord Provost, and attended by the 
Lord President of the Court of Session, the Lord Chief Baron 
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of the Exchequer, the Lord Advocate, and the Sheriff of Edin
burgh. The meeting came to a unanimous resolution to support 
the credit of the banks, and to receive their notes as specie. This 
resolution was adverLised in the papers, and expresses sent off to 
the principal towns in the kingdom to inform them of it 

:rhe suspension of cash payments gave rise to terrible scenes 
of confusion and uproar. The doors 'of the banks were besieged 
by crowds, clamouring for gold and silver in exchange for notes. 
'1'he demand for small change by the lower classes was most 
urgent. They adopted the· plan of dividing the £1 notes into 
hal res and quarters. Spanish dollars,stamped by the Mint, were 
issued at 48. 6d., and quarter guineas were coined .. An Act was 
spcedilypassed, to allow those banks which had been in the habit 
of issuing notes to issue 58. notes for a limited period. The 
panic was allayed, and confidence quickly returned. The notes 
were received as readily as ever, though the banks refused to cash 
them; and, what was somewhat remarkable, no attempt was ever 
made by the people to compel them to pay specie, and not a 
single action was brought against them, although they were 
entirely unprotected by any Act of Parliament, and in a short 
time business proceeded more prosperously than Elver 

12. The next occurrence that we may mention, as it was 
regarded as a political event, was the foundation of the Com
mercial Bank in 1810. This was at the time when the high 
Tory regime was in its highest and palmiest state, and the banks 
were alleged to carry their politics into their business. The 
Liberul party then determined to found an opposition bank, 
which was named the Commercial, which has attained as great an 
eminence as any of the older ones in public estimation. Its 
capital, as yet paid np, is £1,000,000, which, its directors very 
recently gave the satisfactory assurance to its shareholders, is 
perfectly intact; and in addition to that, it has £400,000 of 
accumulated profits as a reserve fund. This bank subsequently 
obtained a charter, but the liability of its shareholders is specially 
declared nnlimited 

In 1818, it being found that many foreigners availed them. 
Eel,es of the pri,ileges of naturalisation, by purch&t\ing stock in 
the Bank of Scotland, this clanse in their original Act was repealed. 
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13. The long and dreadful catalogue of banking failures in 
England, chiefly owing to the monopoly of the Bank of England, 
and which were attributed to the issues of the £1 notes of the 
country bankers, made the Ministry of 1826 desirous to abolish 
them in Scotland and Ireland, at the same time !IS they did those 
of England. But this raised such a ferment in the country that 
the Government consented that Committees of both Houses 
should be appointed to inquire into the matter. 1.'he result was 
so eminently favourable to the Scotch 'banking system that no 
further interference was attempted.- "With respect to Scotland," 
says the report of the Lords, II it is to be remarked that during 
the period from 1766 to 1797, when no small notes were by law 
issuable in England, the portion of the currency of Scotland in 
which payments under £5 were made continued to consist almost 
entirely of notes of £1 and £1 Is., and that no inconvenience is 
known to have resulted from this difference in the currency of 
the .two coUntries. This circumstance, among others, tends to 
prove that uniformity, however desirable, is not indispensably 
necessary. It is also proved, by the evidence, and . by the 
documents, that the banks of Scotland, whether chartered or 
joint stock companies, or private establishments, have for more 
than a century exhibited a stability which the Committee believe 
to be unexampled in the history of banking; that they supported 
themseh'es from 1797 to 1812 without any protection from the 
restriction by which the Bank of England, and that of Ireland, 
were relieved from cash" payments; that there was little demand 
for gold during the late embarrassments in the circulation; and 
that in the whole period of their establishment there are not more 
than two or three instances of bankruptcy. As during the whole 
of this period a large portion of their issues consisted almost 
entirely of notes not exceeding £1, or £1 Is., there is the 
strongest reason for concluding that, as far as respects the Banks 
'Of Scotland, the issue of paper of that description has been found 
compatible with the highest degree of solidity; and that there is 
not, therefore, while they are conducted upon their present 
system, sufficient ground for proposing any alteration, with the 
view of adding to a solidity ~hich has so long been sufficiently 
established." The report of the Commons was' also adverse to 
any legislative interfel'ence with Scotch banking 



220 '.tHEORY AND PRACTlCE OF DANKING 

14. No interference with Scotch banking took place till 
1845, when Six Robert Peel, having carried his Bank of England 
Charter Act and Joint Stock Banking Act with scarcely a breath 
of opposition, determined to regulate those of Scotland and 
Ireland as well. The principal provisions of this Act, Statute 
1845, c. 88, are as follows-

I. All persons had been prohibited by the Statute ISH, 
c. 82, from commencing to issue notes after the 6th May, ISH, 
in the United Kingdom, and all such persons in Scotland as were 
lawfully issuing their notes between the 6th May, 1844, and the 
1st May, 1845, were to certify to the Commissioners of Stanlps 
and Taxes the name of the firm and the places where they issuctl 
such notes 

II. The Commissioners were to ascertain the a,erage number 
of such bankers' notes in circulation during the year preceding 
the 1st May, 1845 

III. Such bankers were authorised to have in circulation an 
amouut of notes, whose average for four weeks was not to exceed 
the amount thus certified by the Commissioners, together with an 
amount equal to the average amount of coin held by the banker 
during the same four weeks. Of the <-'Oin three-fourths must be 
gold and one-fourth silver 

IV. In case the bank exceeds the legal amount, it is to 
forfeit the excess 

V. If two or more banks unite, they are authorised to have 
an issue of paper to the aggregate amount of issues of the 
separate 'banks, as well as the amount of the coin held by tile 
united bank 

VI. Notes of the Bank of England not to be legal tender in 
Scotland 

The reader will see that there are some striking points or 
difference between the restraints laid upon the English aud 
Scotch banks, for, while the former are bound down to an abso
lute fixed liJcit of issue, the latter are permitted to issue to any 
amount, provided they hold an equal amouut of coin above their 
authorised- amount. MOI'eO,er, if any number of banks unite, 

. they may ha,e au aggregate authorised issue, equal to that of the 
separate banks; but in England, if the number of partners of the 
UIlited bank exceeds sU, theI forreit their power of issuing notes 
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altogether.· This absurd restriction as to the number of partners 
in a bank never had any force in Scotland 

15. The year 1857 was remarkable for a calamity, to which 
there had been no precedent except the Ayr Bank, namely, the 
suspension of two very large joint stock banks, the Western 
Bank and the City of Glasgow Bank. The latter, indeed, has 
resumed business, and on an investigation of "its affairs, it 
appeared that, out of a capital of above £800,000, it had lost 
abont £70,000 i having thus a very large paid up capital intact, 
it resumed business, and it might have been hoped that after 
having received this severe lesson, its bnsiness would have been 
conducted on better principles in future. But the Western Bank 
was found to have lost not only the whole of its paid-up capital, 
£1,500,000, but nearly as much more besides. This Bank was 
founded in 1832, so that, in the course of twenty-four years, it 
lost £3,000,000 of money. The Ayr Bank, in two years and a 
half, lost £400,000, so that, of the two the latter is proportionably 
the more severe calamity. The failure of the Western Bank, 
however, has called forth the most bitter attacks upon the general 
system of Scotch banking, which we shall find to be totally 
unmerited, because it IS clearly proved, in the evidence given 
before the Committee of the House of Commons in 1858, that 
during the whok COl/rSB of its career, it pUTSlIed a system u'Meh 
tvas diametrically opposed 10 thB uSlIal COUTSB of IhB other &olch 
banks 

The Western Bank began business in 1832, and in the next 
year had a paid up capital of £209,170, which was increased 
year by year, till, in 1849, it amonnted-to £1,792,850, at Which 
it con tinned till 1852, when a number of shares having fallen 
into the Bankls hands by bankruptcy and insolvency, they were 
written off against the capital, which was thus reduced to 
£1,500,000, at wbich it continued till the closing of the bank. 
The mode of business adopted by this bank, from the beginning, 
was not according to the usual plan of Scotch banking, for while, 
8S explained by the witnesses before the Committee of 1858, one 
very important feature of it. is to keep very large reserves iu 
London, either at their bankers or in Government securities, 
t.he Western Bauk invested its means chiefly in local 8ccommo-
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dation, and kept very insufficient reserves in London, I?O much so 
that in '1834 its London agents, Messrs. Loyd & Co., dishonoured 
its drafts. It appears that upon this the other Scotch banks 
refused its notes, and remonstrated with it for its mismanagement. 
On the 30th October, 1834; the directors, in answer to these 
remonstrances, notifiea to the other banks that they had resolved 
to invest, in marketable securities, a sum amply sufficient to 
prevent such a thing happening again. They promised to com
mence the necessary operations in the following January, and 
complete them in April, if not earlier. They also engaged to 
lessen their discounts, and to continue to do so, in order to have 
sufficient funds at its command. Upon this promise of better 
conduct in future, the three chartered banks advanced the 
Western Bank £100,000 to enable them to purchase these 
securities forthwith.. But the Western directors very soon broke 
their engagement, and reverted to their former mode of business. 
In 1838 they applied to the Board of Trade for fL grant of letters 
patent, when a number of the other Scotch banks presented a 
joint memorial ~against it. They said that they should be 
wanting in, their duty to the public, as well as their own con
stituents, if they sanctioned by their silence such an application
" The fact is well known to you, that while there have occurred, 
during the past fifty years, periodical convulsions among the 
banks iu England, which have led to the faiIm:e of several 
hundreds, Scotland has, for the most part maintained a state of 
general tranquility, and there have, in the same time, occurred 
only three· or four failures, and those of a very minor character. 
The calise of this is notoriously owing, first, to the large capital 
employed in the Scotch banks, and, second, to the system of 
administration adopted. Capital alone, as has been recently 
experienced in England, by extending the scale of operations, 
may only increase the mischief. In the like manner a numerous 
proprietary, constituting a protection to the public against 
eventual loss, may, by adding to the credit, add to the power 
of such an institution\ for evil. The safeguard of the Scotch 
system has been the uniform practice adopted of retaining a 
large portion of the capita.! and deposits invested in Government 
securities, capable of being\ converted into money, at all times 
and'under all circnmstances.\ This requires a sacrifice, because 

\ 
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the rate of interest is small, and; in times of, difficulty, the sale 
involves a loss, but it has given the· Scotch banks absolute 
security, and enabled them to pass unhurt through periods of 
great discredit 

" It is not then unreasonable that the managers of the Scotch 
banks should look with favour on a system which, notwith· 
standing their close connection with England, has exempted 
them from these calamities, and, in the doubt that exists on 
banking theories elsewhere, it is at this moment sufficient to say 
that the system established in Scotland has worked well, and 
ought not to be disturbed there . 

"The Western Bank was established in the year 1832, and 
the principle on which it has avowedly acted has been to employ 
as much as possible of its capital and assets in discounts and 
loans, retaining only the cash necessary to meet its current 
engagements 

"As this is a more profitahle investment than Government 
securities, there is always a strong temptation to speculative 
or inexperienced persons to adopt this course, and if the conse
quences were to affect themselves alone, it would be of smaH 
moment, but nnfortunately, in banking, this cannot be: The 
whole system depends upon credit, and the failure of an ill-regn
lated establishment. affects those differently constituted. Such 
a body, in prosperous times, boldly extends its business, and, 
from seeing the readiness with which in such seasons commercial 
paper is discounted, comes to. the conclusion that it is the best 
and most convertible description of inveshnent that could he 
found . 

"Prudent hanks, knowing the delusive nature of this ex
pectation, are compelled to increase their own reserve to meet the 
consequences of this unwise expansion; and, when the difficulty 
comes, they must either assist their rival to prevent an explosion, 
or must make a heavy sacrifice by selling their securities at a loss 

" The Western Bank, acting on this principle, allowcd their 
London transactions to assume such an irregular shape that their 
IJondon agents, the respectable house of Jones, Lloyd &; Co., 
took alarm, and in 1834 dishonoured their drafts. The Bank 
of Scotland, Royal Bank, and British Linen Company were 
compelled to come to their assistance, and made them. coo-
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siderable advances. These circumstances occurring in a time 
when the money market was perfectly tranquil, shewed the 
extreme danger of the practice. The Edinburgh banks insisted 
on a better system of management being adopted, and that the 
Western Bank should have invested in Government securities 
a sum amply sufficient to meet emergencies. The Directors, 
after much discussion, at length, by a resolution dated 30th 
October, 1834, distinctly assented to the requisition, but, as 
they had so engaged the assets of the Bank as to render it 
impossible immediately to procure the funds, the Edillburgh 
banks lent them '£100,000 for the purpose. For some time the 
Western Bank may have acted on this agreement, but the temptatiOl&. 
of profit appears to hat'e got tho better of their prudence, and they 
now repudiate their engagement 

"It will be quite apparent that a bank that can employ its 
whole funds in this manner is enabled either to divide a larger 
share of profits than its competitors, or to do business on more 
favourable terms; and we repeat, that if the only consequence 
of this was to increase or diminish the dividends of the rival 
establishments, it w,ould be of comparatively small importance, 
but in its result it endangers the existence of every bank in the 
country and the fortunes of a large portion of the commuuity. 
We feel that, if letters patent shall be granted to this bank, after 
what has passed, it will be a public sanction alld countenancs of a 
new and mischievous principle, opposed to the banking system 
of Scotland 

"The question is not, in this instance, whether Government 
will interpose new restraints on banking companies, but whether 
they will encourage a violation of the old system, by granting 
distinction and privileges to a company which, having pledged 
itself to their .observance, now disowns them in its practice, and 
under these circumstances applies for a charter." This memorial 
was signed by the Bank of Scotland, the British Linel\ Company, 
the Commercial and National Banks; and the charter, if applied 
for, never was granted 

This system of keeping such small reserves in London pro
duced the consequence foreseen in the preceding mcmorial. In 
1847 the Western Bank was in difficulties, and received assistance 
from the Bank of England to the amount of .£300,000 in No-



THE WESTEn.~ BAN-It-

.vember arid December,-1847, which- it repaid--in March, 1848. 
From this time forward till 1852, when a change in the manage
ment took place, a rnther more cautious c{)ursewas pursued, but 
they did what we believe was totallJ contrary to- the usual 
practice of the other Scotch banks-they· rediscounted. The 
following figures shew the amounts of discounts and rediscounts 
from 1847 to 1852-

Discounts. Rediscounts. 
In 1847 .£15,711,438 .£656,07.7 
." 1848 12,088,643 374,707 
.,,_ 1849 ... ~ ..... 10,522,022 249,957 
• , 1850 ~ .•...... 12,048,669 290,813 
" 1851 ......... 13,322,753 588,247 
" 1852. 13,525,332 407,143 

At this time the Bank had .£356,000 of overdue· bills, besides 
other very heavy locks-up. of capital, in one case amounting .to 
.£120,000, which was covered with insurances on the live.s of the 
obligants, on which it had paid .£33,512 as premiums when it 
stopped. "But even at this time," says- Mr. Fleming, "it had 
a cluster of those people who had manufactured accommodation 
bills, doing bIJsiness with .them." So that in this year, he says, 
the Bank was not in a satisfactory state . 

In .1852 a new management commenced, and to shew how 
the practice of rediscounting increased, we give the following 
figures-

In 1853 
" 1854 
" 1855 
" 1856 

Discounted. 
......... .£14,987,740 

18,596,704 
19,835,781 

" 1857tillNov.9 
20,410,884 
20,691,415 

Rediscounted. 
......... .£1,682,320 

4,856,292 
4,969,669 
5,407,363 
4,881,221 

Thus we see the enormous increase of this most perilous prac
tice during these years, a practice which places the ·existence of 
any institution that depends upou it to any great extent, at any 
moment at the mercy of the will, the caprice, or . any accident 
that may happen to the purchaser of its bills 

But this was -by no means the only instance of reckless 
VOL. 11. Q 
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.management : ~r and' above all tho other em \farra...<sments, 

.there were fonr accounts particularly to which the subsequent 
calamity was due; we will shew the state pf these acconnts in 
1852 and 1857-

1852. 
Macdonald ,~ Co . 
Menteith &; C(). 

. Wallace &; Co. 
.Pattison & Co. 

DiarollDta. 

............ £107,116 

............ 83,719 

. .. _....... 18,144 

.•.........• 89,618 

£188,717 

3,523 

l,l:>! 

£4,677 
= 

Shewing that these four firms were nnder obligations to the 
Bank in 1852 to the amount of £193,39-1. The following WIIS 

the state of the same accounts in 1857-

DiaeOllDtL Onrd.nu OTt-rd.n 
AewlIDL Bills. 

Macdonald ...... £-108,716 £5,636 £8,526 
Menteith 876,799 67,635 93,129 
Wallace 227.4&1 
Pattison 336,!l96 67,253 11,571 

.£1,3!9,!l75 £135,52-1 £113,226 

J3eing a SUIll total of £1,603,72:> to these four houses alone, When 
they failed. And, to shew the character of the bills discounted 
for these firms, of £402,716bi1Is of lIacdonald's current. at the 
time of their failure, £398,3-19 were dishononred at maturity; of 
Menteith's, £376,t99 currcnt. at. thtir Jailnre, £269,126 were 
dishonoured at. maturity; ofWallaet:'s, of £226,7U 'cnrrent, 
there were dishononred £209,53-1 ; and ot Pattisou's, of £33G,!l96 
currenf, there were dishonoured £150,1-19' 

Soon after the gtneral meeting of June, 1857, the directors 
requested another person to cxbmine the Bank's books, w110, 
after doing 80, and allowing all the current. bUsiness of the Dault 
t'l be goo.d, including the abo¥e four firms, fonnd that bad deLta 
to the lltnOQnt of £573,000 were kept on the books as good. 
wl.ich, aner deducting the rest. and guarantee fund, amounting 
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to :£246,000, made a 1088 of .£327,boO in the capital oftlie BaD.k; 
and the advances to the -sbareholders, holding 7,626 sbaresin the 
Bank, amonnred to .£988,487. In the month of September. 
1857, Mr. Fleming, the person whom the direCtors had requested 
to assume the temporary management of the Bank, began 
seriously to inquire into the nature of these immense accounts, 
and on the 7th the Wallaces acknowledged that they were dwing 
in accommodation bills, and he saw that the Maicdonalda must be 
doing the siune thing, as the two houses were drawirig on, tha 
same names. It was found that the. Macdonalds dre", -upon 
124 acceptors, only 37 of whom. had been inquiied. about;, and of 
these, reports. on 21 were extreJ!l.ely bad. But there were co or 
10 persons whom they drew npon, who made it a regular trade to 
accept bills for a small commission: in fact, it appeared that they 
engaged a man in London to procure them accommodation 
acceptances. As soon as the true nature of these accounts was 
ascertained, there was no resource but to st{)P them. The failures 
of Menteith and Macdonald, which .were the first that became 
notorions, created a panic on the Stock Exchange on the 10th 
October, and the price of stock rapidly fell, it being commonly 
reported that the whole capital of the Bank had been enga"oed in 
~nabling these partiea to f;Mry on their business for a series of 
years. These rumonrs created a rlIn on the Bank, to a slight 
extent, on the following T-Q.esday, _ which contiuued for two or 
three days, and dDIiug. that week, ending the 14th of October, 
the Bank paid away abont .£36,000 in coin, but this was t.he.only 
run (or gold ()f any amount on .the Bank, for during the following 
week it-only paid away .£4,000, and in the ",eek after that about 
.£2,000; and. the whole paid away in coin between the 10th of 
October.and the 7th of November, the Saturday before it stopped, 
was ()nly '£44,000. But, during this period, the total deposi/8 
demauded were £1,280,000, aud, except the sum abore mentioned 
as paid in coin, lIUJ rclwk of tMM d~posit8 foer, paid ill tlu Ballk'8 
OWII nok8, .which teen iml1l~dialRl!l taken alld lodged ill UI8 otller 
banks 

This dreadfnl catastrophe deserves to be minntely detailed, 
because it is strenuously asserted by a very influential party, that 
the small note circnlation of Scotland tends to increase a panic 
among. ita holders.. But in this case, th~ Bank's notes in circu-

Q2 
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!ation .did. not 'in any :way increase the ·panic. Mr. Fleming 
says'-":-" I may; say that there was no run for the payment of 
notes all through. There may have been a few notes presented, 
but I should certainly limit the demand for gold in exchange for 
notes to £5,000 or £6,000. I do not think it would exceed that. 
l!fr. Wilsoll: In point of fact, the whole pressure upon the 
Bank at any time was in respect of its deposits,and not in 
respect to its circulation ?-Decidedly, iherB was no pressur, 
in respect lo its circulation; so much so, that during the last 
two days for which the Bank was in operation, I do not think 
£1,000 was paid away in gold at the head office. The whole 
money.withdrawn was taken away in notes, and the consequence 
was that on the afternoon of the 9th November, when the Bank 
stopped; there was a very large amount of notes in circulation, 
something about £720,000. Then the depositors became uneasy 
about the security of . their deposits, went to the Bank, and took 
the Bank's notes ?-Yes. Did they pay them immediately into 
other bauks?-Yes. . . • • Was there much drain in the 
provinces upon the balances ?-Not a very large amount, cer
tainly; a wonderfully small amount, in proportion to the total 
deposits, was withdrawn from the country. I think. you said 
that at the branches there was very little demand for gold j 
almost none ?-Almost 1l0nB" 

At. the same time.a'Very heavy blow fell upon them from 
another. quarter. The Bank, instead of keeping its funds well in 
hand in London, engaged in exchange operations with America. 
They had an agent in New York, though, perhaps, not openly 
and avowedly in th~t character, who granted letters of credit 
upon them, in favour of persons who wished to raise money, such 
parties arranging with the agent, the securities to be' lodged 
to meet the Bank's acceptances. These credits were not by any 
means always paid at maturity, but were renewed to a large 
extent. By this operation a very considerable portion of the 
Bank's funds were locked up in . America, instead of being in 
London as they ought to have been. At the time of its sU8pen~ 
sion its acceptanbes current and its obligations to accept amounted 
to £317,000 in two month~' bills, which, multiplied by six, gives 
ttc amount of: the year's transactions. The amount of fUllclil 
locked up in America by their agent there appears to have bellO 
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.£376,520, against 'which he held railway bonds and current bills. 
Mr. Fleming said, Q. 5510-" It appears to me in many cases 
the credits established by Lee upon the Western Bank havc been 
modes of raising money for the- purpose of constructing American 
railways and for speculation in stocks in New York." "The two 
banks, i.e., the Western and the City of Glasgow/, said Mr. 
Robertson, the cashier of the Royal Bank, "were in the habit 
of accepting four months' inland bills· drawn from JAondon, 
Liverpool, and Glasgow, in respect of these credits, which wa~ 
quite condemned by the Banko! England, and allth6 other Banks 
in Scotland" . 

The general stoppage and failure of American credit at this 
time rendered the expectations of any remittances hopeless from 
there. And Mr. Fleming, who undertook the duty· of manager 
on the 15th October, told the directors it was absolutely essential 
to make provision for a contingent drain upon the deposit money, 
and also for the American acceptances becoming due.' On the 
17th October the directOrs resolved to apply to the Bank of 
Scotland. On the 21st a written application was made to that 
Bank for assistance, and on the 23rd a mceting having been held 
of all the Edinburgh banks, they declined to assist, until appli
cation had been made to the Bank of England. This' application 
was refused. This refusal being telegraphed down to Edinburgh., 
.a meeting of the banks was held the same evening, and they 
agreed to advance .£500,000. on condition that the' directors 
should dissolve and wind up the concern. After some days' 
negotiation the Edinburgh banks agreed to forego the coui
pulsory winding up, as the directors of the Western said that 
they had no power to do so, and advanced the money without 
this condition •. This sum was accordingly advanced on the 29th 
October, on the promissory notes of· the Western Bank, at six 
months'date, for .£510,000, the terms being that the Western 
Bank should be bound to replace the Edinburgh banks in Consols 
at the price of the day. In addition to the loa.n so advanced by 
the Edinburgh banks, the Clydesdale Bank advanced .£100,000 
on a note of the Bank's at six montbs, with the individual 
guarantee of the dil:ectors, which was discounted at the current 
rate of 8 per cent •. 

The withdrawal of the deposits from the Bank, which was 
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almost entirely among the small depositors; had 'greatly abi\tod, 
and; whatever might have been the ultimate result which might 
have been necessitated in oonsequence of the examination of the 
Bank's affairs that !Vas then in pl't>gl'eSS, there was no immediato 
danger of .!J. catast~ophe; when, on the 29th October, ,the City 
article of tJ:le Times _announced that the Edinburgh banks had 
resolved to carry the Western Bank through its difficulties, on 
condil,iQn that it should wind up. The Times reached Scotland 
on the morning of the 30th, and immediately, a fresh pressure 
commenced on the Bank. But this time it was of a different 
c.haracte,r. from tpe p~e!ious one. _ The first pressure had been 
among the small depositors, the second consisted of the traders 
who kept large accounts, who, seeing that the Western Bank 
'was going to close, made haste to transfer their balanccs to the 
other banks and open accounts with them, and it was this 
pressure which c;ontinued and made the Bank close its doors 011 

,the 9th November, not from a. demand for gold; but because titS 

balances of these accounts being witltdrawn in the Bank's notcs, 
and paid into other banks, ins Western BanI, was ullablo to provido 
for the purchase of Exchequer bills from tho other banI,s, to rectify 
"this balance by a draft on London 
, To shew how mischievous this pUblication of the _ terms pro
posed was, we quote from Mr. Fleming's letter to the Bank of 
Scotland of 31st October, 1857-" The application made a fort
night ago by the Directors of this Bank to the other Scotch 
banks for a credit to the extent _ of £500,000, was based ~)ll my 
"calcuilltion that .£350,000 or £400,000 would keep our London 
finance in perfect order, and that the 'remainder would be Ii 
sufficient reserve t9 meet any probable withdrawal of deposits. 
Thi@ calculation, I still believe, would have proved correct, had 
the assistance required beC1i given promptly, quietly, amI free from 
any condition as to winding up 

" But the demands made upon us have considerably exceeded 
my calculation, from two causes; firsb, the notoriety of our 
fiuancialembarrassment, created by the delay in acceding to our 
application, Bnd the course which the negotiations took from our 
having been referred to the Bank of England; and second, the' 
condition as to winding up, ,which the other buuks Bought to 
impose, and the publicity given by the Times to this condition 



·i It is itot easy to ·say in figures·to what·e~~ent these cauEles' 
have respectively operated in inducing witharawals, o~"to esti~1ate; 
to what extent they niay still operate." ;But as to~he past, my 
own observation here, and the reports from our brancll agents,
a11. convince. m·~that the second has i?een immeasurably , more' 
mIschievous,than the first.' Deposjts, on receipts have ~een will,-· 
ilrawn. fo a very limited' ex~ent indeed, but balances on cterrent 
iiccounts:kepfby the tr(uling community halle been removed to ot1ll!r 
banks to a considerable 'extent. The reason is natural and obvious: 
if this ~ank is ~o ~ind rip, trader~ know that we Can~o:t give' 
tbem accommodation, and~hey take the e.ilrliest opportunity of 
arranging for thl!ot accommodation. elsewhere, and withdraw their 
balances ' 

, "t am 'hopef~t" tbnt the misc.hief already done is not irre
parable. Thatwe-retain still a measnre of public confidence is 
proved by the fact thatna fiie.d rleposit~ Of any large amount have 
been fuilhdrawn, and nothing like a run has taken place, and gold 
has scarcely ever been demanded ' 

"I have already said that "there has been 'no demand made 
ttpon us for gold, all sums fm·thdrawn having been taken in our 
own notes" and, consequently, tho other banks have llot tho 
deposits" 

The Western Bank ·then 'asked a further loan from the Edin
burgh lianks, which, having been discussed for some days, was 
unanimously refused' '. , 
. On Saturday, the7ta November, there was, fro.m the heavy 

withdrawal of deposits ill the Bank's notes, and .their lodgmcnt 
with the other banks, a heavy adverse balance· on the exchange 
of that day. The Edinburgh banks' were immcdiately informed 
that the Western Bank was unable to provide for this adverse 
balance on the following Monday. On the Sunday they resolved 
as soon as this ina biiity. to pay the balance shonld be, declared, to 
instruct ,their agents to' refuse the Western's notes. '.And it was 
beyond all question shewn tlwt it fvas litis iniudiciolls lino 0/ con-
duct tMt chiefly broughfOli fhe subsequent 1·tln /01: gold . 

The Exchange being heavily against the Western on Saturday" 
itmnde a final proposal to the Edinburgh banks, and sent a 
scheme' for an' amalgamation with the Clydesdale Bank;, to be 
discussed by them Qn':M:onday morning; the Oth; and kept its 
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doors open till 2 o'olock, to learn their final decision. This being 
a decided refusal to entertain the terms proposed, the Western 
Bank shut its doors at 2 p.m., on Monday, the 9th Noyember. 
Another Bank, the City of Glasgow, it was also known, had -been 
engaged in transactions of the same nature as the Western, in 
America, and had also been equally nt'gligent in keeping due 
reserves in London. This bank, too, required the assistance 
of the Edinburgh banks, though it is not stated how much they 
received. On the e,ening of the 9Lh a run commenced on the 
savings bank branches of this bank. " On the Tuesday morning," 
says Mr. J. Robertson, the manager of the Union Bank," when 
the doors of the banks were opened, a great number of parties 
appeared with deposit receipts demanding gold; in fact, the office 
of our own- establishment was quite filled with parties within 0. 

qnarter of an hour of the opening of the doors. I think at half
past 9. The Chairman: You are now speaking of the Union 
Bank ?-I am speaking of most of the banks; I speak of the 
Union Bauk particularly. Were the Western notes at that time, 
current, or were they -refused (-They f()erB not current, rmfor
tUllately. Was there any deputation from Glasgow to Edinburgh 
on the subject of the othr.r banks agreeing to take the Western 
Bank's notes ?-'-This run, as you may call it, or panic, increased 
so much that the continued refusal of IhB notes of tlte Western 
Banle added very milch to the excitement; Those people who came 
for money would not take the notes of any bank, it did not' 
matter what bank it was i they refused everything but gold. We 
thought that it wonld allay the excitement if we were to take the 
Western Bank's notes, there being no danger of ultimate pay
ment. We were so much impressed with thnt feeling that two 
of the banks sent a deputation to their directors to Edinburgh to 
confel' with the managers of the Edinburgh banks on the subject, 
and to induce them to rescind their order. They failed in that I 
the notcs of the Weutern Bank were refused the whole day on the 
Tuesday" 

The ruu of Tuesday exhaustcd the City of Glasgow TIllnk, 
and it did not open on Weduesday, the 11th. The stllte of 
Glasgow was so alarming that the magistrates sent for troops, 
lind did all ill their power to allay the excitement; they issllcd a 
lll'oclamation advising the' people not to press the iJBnks for 
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payment, and to take the notes of all the banks. They issued an 
order to all the rate collectors in the city to 'take all notes 
presented to them, including those c,f the two suspended banks; 
But the demand for gold was almost entirely confined to 'the 
depositors, very few rlOteholders coming forwmod. On Wednesday 
and Thursday large remittances of gold from London arrived 
about 10 o'clock in the morning, and were taken in waggons to 
the banks, escorted by strong bodies of police. But the l'nn 
entirely ceased about 2 o'clock on Wednesday. At half-past 2, 
says the same witness, there were not half-a-dozen people in tlie 
establishment. The panic, as the witness said, only lasted one 
whole day and part of the next 

In fact, the refusal to take the Western Bank's notes was one 
of the chief causes of the run for gold; arid, as soon as the other 
banks agreed to take them the panic ceased. Mr. Lawrence 
Robertson was asked," What 'was it which first caused the panic 
to cease?-When the stoppage of these banks took place the 
other banks were not preciselY informed of their position, and 
hesitated a little in taking their notes; after further consideration' 
the other banks resolved- to take all the notes as they came 
forward, and when' that was done the thing subsided. As soon as 
it became known that the notes of the Western Bank would be 
received by the general body of the banks in Scotland the panic 
with regard to the notes of the Western Bank came to an end? 
-Entlioely" 

The same' witness also said that there was no run upon any 
of the Glasgow banks before the stoppage of the Western Bank. 
Ie Who were those parties who drew out gold over the counter in 
exchange for notes, or by cheques on their deposits ?-It was 
chiefly in the case of small deposit receipts. And not for any 
considerable amount ?-No. Do you think that it exceeded' 
.£1,000 ?-It is difficult to :fix upon a sum; I never looked at' 
that. It was not of sufficient importance to call your attention 
to it ?-N 00" The City of Glasgow Bank resumed payment in 
ahout a month, but the Western Bank had lost not only its whole 
paid up capital of .£1,500,000, but as much more again ' 

16. The details of this great' catastrophe well deserve our 
closestattentioil, because it: is the first instance of a banking panic 
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in Srotland, and "even that. was oonfined to one to't'n. Tho 
commercial failures were coniined exclnsil"ely to the herd of 
D~hentnrers who had been fostered and snpported by the mis
management of the Western Bank. There was bnt one house 
of any magnitnde oonnected with Glasgow which sll8pcndcd 
payment doring this period, Dennistonn & Co., who w-ere more 
a Liverpool and London house than a Glasgow one, and w-hose 
temporary stoppage 1I"8S bronght abont by other causes. Bnt 
this calamity has been seized bold of by persons who are hostile 
to the Scooch system of banking in general and also to the £1 
Dote enrrency of Scotlaud, to condemn them. But, when we 
come to inl"estigate the trne facts, we ~hall find that they leud 
no snpport to these charges. For, with n>~pect to tbe first. it is 
distinctly proved by the most nnanswerable evidence, tbat from 
the commencement to the close of its career, the Western Bank 
pursued a system of bnsiness that 11"88 totally oppoBed to the 
w-ell-recognised system of Scotch banking, Dnd nnauimously con
demned by all the well-conducted baub. Tbat, during its whole 
course, it was a snbject of terror and alarm to the other bank .. 
That its locking np its funds in America was totally condemned 
by the Bank of England and all the other Scooch bank .. 
And the directors themsel\"es, when, howel"er, it was too late, 
acknowledged their own misconduct, for in their first application 
for assistance to the Bank of Scotland, on the 21st Ocwber. 
1857, the directors say-" On the part of the board of direction. 
it is right that tr, ",ould frankly .ay, -that Il~y ar, fully ali,', 
to lhe red:kunt .. of the past mana!ltJlINIt of th, Balik; that its 
credit has been strained to the extn>me point; and that, in the 
attempt to make large profil.8 for the -proprietary, unW"ise and 
undue risks have been rnn. Feeling all this, the directors hal"e 
entered on a conrseof management, which (althongh the present 
commereial crisis n>nde1'8 cnrtailment difficnlt of Fpeedy accom
plishment) will enntuale in the esta1lishment. on a secure basil!, 
of a business of a safc:r tuld a fIIor, kgilimal" /llOlIgb twfaullg of " 
mor, limiltJ dntriptilm, than luu for fIIany Yfflr' bttn «)//~l/ldtd 
by 1M Trt'!trn Bank of &ollalld." Habtmu. ipso, to"jilm!" r,o •• 
The directo1'8 themsel\"l~s acknowledged that their course of 
business was flat in 8C()()rdance with the usual Scotch bankiug 
system. What possiLle reflection, then. can it be on the 



~~ ~CDl that. bank. .-hich nIIt ri.,~ ill the k'Xth«~ 
fWed? The nfJ" same remarls arrlr, onlr, cl rourse, ia. le:...~ 
.l~ to the elly cl G~.- Rank. This &nk, too. .-as !;Ui~'r 
cl ~mg ia .!meric:a, ilNeN cl l:~ng its reserres iu 
LoodUll; aM it., too, pliJ. ~ petWty l>r a kml''nl'! ~'\1L. 

The 8OC'ODd ~~ too, is t>qna!1! grt'craJ';ess a~nst the snu:l 
lk"Ite cireu.~ Fur it is said that thege smaJI Il«a ~nte 
• panic, and. that a panic is 1DOSt likely to CX'lllJDeDC.'e amoo~ 
their b... ... 1.k-rs.. &1. in this ca...qe, the ~nJ.:.lK'e IOO!t d..~~!y 
~l'eiI the roI'~!k-.q that aJl! put cl the panic 1nUI dOle to) 
t~ smaIl 1IOt~ and. Dot ooly that., J.e;t II tI«is:itv l~ J"'l'I'l'$ 11..:11 u.. 
~ for §/,u "'" §rrvrJ.'J u-w •• ~., if IJd Hkl. 
lIr. Fleming sars. Q. ~:!-"I mar sar ~re ..-as DO nm fur 
ra~ts or oores a!l tht\."l%gh. 'There may b't"e ~ll • ftY 

DOtt:; r~DlN. but I sOOuU ttltainly limit the demand fur ~>lJ. 
in uchange fur ItOta to £~.( .... -.o (lI' £6,00Il- I do DOl think it 
'-~ioUU ~~ that.. Jlr. Jr~.: Ia }'-.int or fad~ the .-b...-.Ht 
f'nss:nre (\Il the llank at ur time YaS in re,,-ped to its d..'~ts, 
and DOt in re"l't-"<t to its oJ'<"ulati(i1l ?-~!, tJ"n INI .. 

p"l'#tlIY ift rr$JWI ,. i4 rirnJ14:iM; (10 m'llCb 8<.,\ that during 
the !a;t t.-o days fur .. hich the Bank .-as ill <"f'<.':l"atk)D, I d..l1t~ 
thiuk £1,01."10 .... 0\$ paiJ &.-sy i. ~ at the ~~. The 
.-l:.o1e IOODey .-itMnTll .-as ukes a.-sy ill Ik.'ta, and. the roD-

8e'qll6lOe 11'&'\ that ()ll the ~-.n cl the 9Ul Xow-mber • .-bal 
the Rank st~ there .-as a ~ ~ amoont of Ik.-.ta ia 
arcuation, I!01Dt'lhing ahoat- £;t<I,ooo.. Mr. lr..r...: 'TheIl the 
&p.lSitMJ became n~J ak911t the ~rity of ~ ~ 
~llt tQ the Rant and took the Rank's DOtc:.>s ?-Yes. Jir. Jru-..: 
DtJ they par them immediatelr into oilier hanb1-Yes. _ .llr. 
1r~: T'bey thereby ~ obtaiDed pa~.nt th~<-h the 
«her banl:s 1-Pnrire]y $0; they ~ their d~-rosits m"lDl 
ODe bank to the~. llr.~.: Did any of the &polSit ... a 
dcmanJ. ~lJ. ?-..\hoo;;t DODe; during the ~ &.flao the 10th 
Oct..-.hE-r, there .-as a slight &man.1 f,or ~ uJ ia the ~"\UDhy. I 
belie~ there.-as a 'reTJ' slight demand f .. or g .. tU... Yr. FJemiug 
then gave the ~..-nres, sbe..-ing tJlU the loUd demsnd fur ~ 
~nring the .. hule mon~ from the lOUl October loG the 9Ul X ..... 
~ber~.-as 0Il1y £11,000. olnicll more thaa £6,000 1rti ia ex· 
chan~ for DOt.es, but the kbl &maoa for ~ts and. ~ 
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.00 account was £1,280,000; . from which it follows, of course, 
that the total pressure on the Bank was this-

For gold in exchange for notes ... 
For deposits taken in go'd ... 
For deposits and balances taken in BUllk's 

notel! ... ••• ••• ... 

£6,000 
38,000 

1,236,000 

£1,280,000 

Now, if the Bank had not iss ned notes, how would this last 
item have been demanded? 01 course, in gold. So that it is 
quite clear that the power of the Bank to issue notes saved and 
lessened· the demand for gold to that extent. And we have 
already shewn that it was not any run for gold that made the 
Bauk stop, but its inability to provide for payment of the adverse 
balance of exchange. But it may be said-See what followed the 
next morning on some of the other banks. But tlten Ihere UJould 
have been the very same run·if Ihere had been no rlOies at all. 
And that very run was greatly aggravated, if indeed it was not 
chiefly due to the most unfortunate decision of the other banks 
to refuse the Western Bank's notes. As soon as the other banks 
agreed fo take the Wes/em's 1101es, the panic immediately subsided, 
even though a second bank stopped tlte same morning. Now, what 
is the effect we might naturally have expected from a second 
bank's stopping in the midst of a panic? Clearly that the panic 
would ha~e been greatly intensified. But in this case it was not 
so. The City Bank did not open on the Wednesday morning, 
aud yet the whole panic was over by two o'clock that day. The 
whole demand on the Royal Bank for gold did not exceed £1,000 
. . N~w, withont prejudicing the question in any way, whether 
the Scotch £1 notes should be suppressed, there is no dispassionate 
man who can, after reading the details of this crisis, come to the 
conclusion that they had anything whatever to do with this panic. 
The great wonder is, that after the unprecedented circumstance of 
two great banks .stopping payment, the panic was so short, and 80 

slight as it was. Does any man who knows London think that, 
if a similar case had happened there, the consequences would 
bavebeen so comparatively trifling? The two I.ondon banks of 
Illostnearly equal m'lgnitudc with the Gbsgow ones that stopped 
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are'the Union and the Lonaon and County, Let us imagine that 
the Uniou Bank of Lqndon was to stop' payment, and two days 
after the "London and County, Does any man who knows I,olldon 
Iluppose that in such a case the panic would be limited to one day 
Ilnd a half. No mlln in his senses would think so 

Nor~ can : there, we think, be Ilny reasonable doubt that the 
refusal of the Edinburgh bllnks to take the notes of the Western 
Bank was a most unfortunate one. When the Ayr Bank failed, 
all the other banks immediately gave' notice that they would take 
Its notes 'at par, because they knew very well that its proprietors 
were perfectly well able to discharge all the claims upon'them, n 
was perfectly well known that the proprietorS of the Western 
Bank were worth many' millions of 'money, ana~that"there was no 
possible danger of any ultimateloss. Yet the banks on this occasion 
decided to refuse their 'notes, which decision 'they were afterwards 
obliged' to rescind. And this is a: very good proof that it WIlS 
·wrong from the first; and immediately that the notes were taken 
the panic ceased. . 

In the years of the great speculations in railways, numbers of 
persons wished to carryon the game of speculation by buying 
"Shares, and then raising money upon them from bankers. The 
old banks prudently declined this sort of business, and a number 
of banks were got up, principally: for thia. business~if, indeed, it 
can be called business at all-as it was, in fact, pure gambling;! 
"After a short time, the railway sbares went down as fasfas they 
bad risen, and all these banks, which were called Exchange Banks 
were ~uined,some of them under the most disastr?us.circumstances 

On the Right of the Scotch Banks to open Branches in England 

17. We must now touch upon a point which has been much 
discussed lately 

Within the last few years all the Scotch Banks have opened 
branches in London,' and one has opened some in the north of 
England. It is perhaps somewhat. surprising, in these days 
of free competition, that their" doing so has created some 
.opposition, and in; fact their right" to do so' has eyen beeu 
questioned in Parliament. . Of course in this place we do not. 
discuss, their rellBons .fot: s() doing: thaU~ a mutter exclusively 
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fol' their own. consideration. . Our sole purpose is to' state tbeit 
legal right to act as they have done 

As for the purposes of trade Ilnd commerce England an<\ 
Scotland are one country, there is no apparent reason why they 
should not have this tight. No one questions the right of Englisn 
Banks to open branches in Scotland, if they choose: and in (.ICt 
several of the English Colonial Banks have agencies in Scotlllnd. 
~hy then sh<luld it be supposed that it is contrary to law for the 
Scotch Banks to open branches in England? 

Many of :the leading Scotch Insurance offices have opened 
branches in London; and not a word of objection was ever heard 
from the English Insurance. Offices. But because the Scotch 
Banks have JOUlidit n\lcessary 'for their business to open brancheR 
in London, a great deal ofill~feeling has heen displayed by the 
;English Banks; and eveD. their Right to do so has been denied 

The omes of proof lies entirely on those who deny their Right 
to .do so. It may be said. at once that the whole question turns 
on the privileges of the Bank of England: and it is ne~ssary to 
l!tntc exactly what these privileges are. The privileges of tho 
Bank of .Englaud are a penal enactment against .the rights of the 
rest of. the trading community, and thercfore they are to be con~ 
strued strictly. Nothing is contrary except what is clearly and 
distinctly forbidden by them: everything else is legal and 
permissible 

It has been seen that, at its first institution, the Bank of 
England received no monopoly. When the capital of the Bank 
.was increased in 1697 it was first. en~cte4that no other Balik 
should be sanctioned by Act of Parliament. In i 709 it was 
.enacted that 110 company or society exceeding six persons migM 
borrow; owe" or take up any' 8uiD or"slims of money on their Bills 
or Notes payable at demand ... or a~ .aliy less. time than six months 
from the borrowing thereof, in that part of Great Britain called 
England 

At that time no one had framed a definition or Banking. 
Dut it was supposed that issuing Notes payable on. deUland was 
so. essentially what constituted the business of Banking, that to 
prevent persons from doing that was to prevent them from 
Bauking 

In 17-12, to strengthen this monopoly more effectually, it was 
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enacted that'" to rpl'event , any doubts toa.t: inaycarise' concerning 
,the privilege or power:giveD. liyjormer,Ac1.s:Of Parliament to the 
said Governor' and Company of Exclusive Banking,and 
also in 'regard to the 'erecting any 'other Bank or Banks . by 
Parliament; or restraining other persons from Banking during 
the continuallCe of' the said privilege gral).ted to the Governor 

. and Coinpally of the Bank. of England, as' before recited, it is 
hereby. furtner . enacted. arid declared, bi the authority :aforesaid; 
that it is the 'true intent and' meaning of the Act that 'no' other 
Bank :shall be erected, established,' 01' allowed by Parliament,. and 
that it sliaH not be lawful for any body politic~ or corporate what. 
:Soever."united, Ol~'to 'be united, .in covenantse or:.partnership 
l'xceeding the number of six. pill'sons, in 'that part.. of' Grehl 
,Britain:.called England, to borrow, owe, or'take up :o.oy .. Bum, 
or sum!J:of moneY,.oritheir Bills or N6tespayable at.demo.ndJ or 
at any less time. than: six: months from the borrowing thereof, 
during, the continnillice of such~said 'privilege of the said GO:verno~ 
.and Company, who, aremercll,decIal'ed to be. and .remain a 
Cor'poration with" th.e privilege of.' Exclus~ve: Banking as 
aforesaid" 

These. words wnich were always contained in subsequent Bank 
Charter, Acts, strictly define the exclusive privelege of the Bank 
.of England. Its sole,monopoly is that 'no Bailkha-ving more 
.than si~ (now ten) partners. shall issue :notes payable at :less than 
.sixmC!nths in England :', .but all other kinds of lianks and 
.banking are left absolutely fl;ee' '. 

There isno:douht whatever that Parliament intended to confer 
,im absolute'. monopoly of banking on the: Bank of England ~ but 
.by ,strictly. defining what that t.hey- conceived bimking to consist 
in, they in fact, ultimately defeated their :own purpose. ' Irthe 
words.liad been general, and glVen asitnple monopoly of Banking, 
no, oth!li bank of any other ,sort, or description' exceeding, siX 
pei'sons, could have carried on business in England. But in order 
.to make aSsurance doubly sure, they gave what they conceived to 
he. a description of. banking: and the leg'aI'effect of doing so is to 
confine the monopoly to that particular method' of banking so 
described . 

, After the great crisis of 1825 the Bank consented to give up 
a nortion,oftheir monopoly,: and in 1&26 Join~ Stock Banks were 



240 TIIRORY AND PRACTICB OF DANK(~Q 

nllowedto be formed to issue notes beyoud the limit of 05 mill'lI 
from London, provided that they had no head office and did no 
busine88 in London 

nut na has been shown, the private bonkers of London about 
1793, discontinued issuing notes of their own accord: and thl'Y 
wcre thu8 the first to show thot banking may be corricd on without 
notes. About 1820 some persoll8 beJran to allege thot there wos 
nothing in the monopoly of the nunk of England to prevent 
banks of any magnitudo and number of person8 being formed, 
provided that they did not 188uo notes poyahle on demand: and a 
declaratory clause to the effect wna inserted in the nank Chortet' 
Act of 1832. And it was under this declared cornmOll low right 
that the London Joint Stocks have been founded 

Such is a simple 8tatement of the law of the cnse. And with 
l'Cspect to tho Scotch nallks opening branches in London, or any 
other part of England tho 8010 question is-Do they issue notrs 
poyablo at le88 than sil[ months aner demand in England? Tho 
clear answer is that they do not: and consequently they have an 
absolute right to open branches in London, or in any other part 
of England if they choose 

The soro point· of the case is this: the 'National Provincilll 
nonk and the Copitul and Countic8 Dank haTe fQund it expcdicllt 
to e8toblish their hcod 'officcs in Loudon and become I,oudon 
bonkers: and probably in course of time other couutry bouks 
will find it expedicnt to do the 8ame. nut to do this they must, 
by the Act of 1820, abandon their i88ue8 in the provinces. And 
they consider it a very great grievance that they have to give up 
their lucrative country i88ues, when they become London bonkels, 
while the Scotch nonks may do busine88 in Londou, and still 
mointoin their issnes in Scotland 

The answcr to all this is that It il a matter of pure and simple 
law. ny opeuing branches in London tho Scotch Donks do not 
infringe the monopoly or the nonk of England, 80 long na they 
do not issue now. poyable at demand in England: ",hercli. 
country banks iS8uing notes in the provinccs directly coutraveuo 
tho Act of 1820, if thcy do lJUsinesl in London 

It i8 moreover somcwhat Bupl'ising that BO much ill feeling 110. 
been 'creuttid by the Scotch nanks opening branchcs in I,ondon, 
",hilo Q great Irillh Dunk, the National, hna not only its head 
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office but a considerable number or blauches in London, and an 
the while maintains an anthorised circulation or notes in Ireland, 
greater than that or all the Scotch Banks together: and yet; not 
a word of objection l\"aS en'r made to it 

As a matter of fact any bank in any pan of the world has a 
Jt.gal right to open any number of branches in London or in any 
prot of England, so long as it does noli issue notes payable on 
demand in England. It lfOUld be perfectly competent to the 
Scotch Banb to remon their head offices to London, it they 
chOSl\ as the National Bank of Ireland has done 

Whatever may be the hardship or the injustice of the ca..qe, 
the remedy does not lie in depriving the Scotch Banks of their 
legal rights: but rather in the thorough reTision lUld rectification 
of the banking Ian of England, which the logic of fllcls will 
probably force, howeTer unwillingly, on t.he ~vernment before 
very long 

18. At the end of 1878 the «:ountry \l'8S startled by the 
failore of the City or Glasgow Ban~ which had suspended 
payment in 1857. The directors of the other Banks, having 
learnt wisdom from their 6perienceof refusing the Notes of tho 
W~tem Bank iii 1857. unanimously received the Notes of the 
City ~ lUld thus averted a severe panic. But the tenor of 
the ShareholJers of the other Banks \l'&S so great at finding them
rel\"es inmlved in BUch ruinous liabilities that they threw their 
shares on the market in Tast quantities, and Bank Shares fell 
about SO pel' cent.: and in the n6t session an Act was passed to 
enable all Joint Stock Banks to limit their liability. This Ac1 
will be fully considered in a subsequent chapter 

19. The following tahIe exhibits the position of the Sootcla 
Banks in 1883-

TOL. IL • 
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... If Authori8ed _Average c.c: Subacrlbed Notes Total 
Bank. Date. ~~ Capital. Paid up. Reserve. Depolilll. lssue of 

Issued. -Drafts. Acceptances. Liabilities. 
Coluheld 

II<: 
Notes. .- 1882-83. 

£ £ ;£ £ £ £ ;£ £ £ ;£ 

~nk of Scctland 1695 106 1,875,000 1,250,000 • 775,000 12,929,479 843,418 746,391 241,752 1,170,592 15,086,215 tl81,746 -

oyal .......... 1727 125 2,000,000 2,000,000 762,000 12,463,288 216,451 795,650 253,824 844,03.9 13.,856,801 '112,903 

ritish Linen •••• 1746 103. 1,000,000 1,000,000 750,000 10,082,350 438,024 - 606,995 13.9,351 178,626 11,007,322 828,572 

ommercial .... 1810 113 5,000,000 1,000,000 545,000 9,903,731 374,880 83.1,181 207,647 96,793. 11,03.9,3.54 551,140 

ational ........ 1825 94 5,000,000 1,000,000 660,000 12,766,066 297,024 711,401 165,624 1,086,084 14~729,177 492,271 

nion .......... 1830 123 5,000,000 1,000,000 350,000 10,937,157 454,346 829,112 54,'183 111,858 11,932,910 513,654 

own and County 1825 51 1,250,000 252,000 126,000 1,975,377 70,133 204,859 -- 182 2,180,418 186,969 . 
orth of Scotland 1836 64 2,000,000 400,000 213,000 3,101,911 154,319 383,171 57,239 ~28,155 3,570,478 277,519 

Iydesdale ...... 
~ 

1838 99 5,000,000 1,000,000 551,000 7,619,951 274,321 628,823 
.,.,/,1,503 7)·822 9,167,100 387,779 

---toledonian ...... 1838 23 750,000 150,000 ........ ~O __ ~ 871 2~ <:l ,.. r- - ',,184 986,876 - 61,759 
'''oii,484 105,507 6,009 

-= - r==rm, 'r-.:'.~ / .. 785.090 I ".""5~ 2,676,350 5,841,090 1,267,732 3,7 7,285 93,556,651 4,194,312 
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CHAPTER XIV 

ON SOME THEORIES' OF CURRENCY 

, 1 .. It now becomes our essential and most important duty to 
investigate some Theories of Currency, which have acquired 
great celebr~ty, not only from their historical interest, as having 
led to some of the most extraordinary and heartrending public 
calamities on record,' but because they are still extensively 
believed i;t at the present day. It is of essential importance 
no~ only to lay the true foundations of monetary science, but also 
to point out the fundamental fallacies npon which some specious 
but fatally delusive theories rest, which have brought the most 
disastrous consequences upon those nations which have adopted 
them, as will always be the case when the eternal laws of nature 
are systematically and perseveringly violated 

2. The first of these theories we shall designate as Lawism, 
not because' John Law was the original deviser of it, but because 
he was the first who wrote the most formal treatise on it, and he 
had the opportunity of carrying it out on the most extensive 
scale. I;Iis name, therefore, must always be most prominently 
associated with it; and it is one so specious, but so dangerous, 
and so widely prevalent" at the present time, that it requires to be 
branded with a distinctive name, and to be combated with all the 
power of argument that can be brought against it ' 

3. The question shorUy stated is this. All persons, except 
those who advocate an inconvertible paper curreucy, agree that 
a paper currency must represent some article of value, and bullion 
has been generally chosen for that purpose. Now, the idea has 
occurred to a great ;many persons-If it is ouly necessary that a, 
paper currency should represent some article of vulue, why 
should it not represent any or all articles of value, such as land~ 

It 2 
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corn, silk, or any other commodities, and, among others, the 
public funds l' And this has actually been tried ill several 
instance~, yet they have universally failed, and in many cases 
have been attended with the most dreadful calamities. Now, as 
this has uniformly happened, and, as we shall shew further on, 
it must happen, it necessarily follows that there must be some 
.radical error in the principle, and that it must violate some great 
law of nature. And this is beyond all comparison the most 
momentous problem in Economics-Why is it improper to issue 
'& paper cnrrency on any other basis than that of bullion P - All 
.the most eminent British statesmen have instinctively resisted 
·such proposals, although repeatedly pressed to do so. No donbt 
it has been a most fortunate instinct for the country; but all their 
reasonings on the subject, if only pursued to their legitimate 
consequences, tend to that result. The Bank Act of 18H was 
the first occasion on which a small bit of this theory was 
introduced, which, if only followed out to its legitimate con
clusion, would produce in this country the horrors of the 
Mississippi scheme in }'l'ance. Bnt though the British· Parlia
ment, by a blind, unreasoning instinct, has. always, with the 
exception just ·named, resisted such fatal advice, this will not 
satisfy the demands of science. Science imperatively demands 
a reason why such a plan is wrong; she will not be satisfied with 
a simple dogmatic assertion that it is wrong, even though that 
dogma may be right, butsne must know the reason why; and, 
until a true, scientific reason is given why such plans are fatal, 
there will be a constant demand for them 

4. It is, moreover, the thing which· has brought the name 
of Law into such unhappy notoriety. Law has, in many respects, 
very great merit as a writer. In many respects he had clearer 
and sounder views on monetary science; he had infinitely more 
practical insight and scientific knowledge of what he was writing 
about than the most eminent of modern political economists. In 
his various writings is to be found the refutation of all the absurd 
follies of the Government and of the Bank of England in 1811. 
But all this was marred by a single defect. He was the great 
advQcate of what is now the popular cry-basing a paper currency 
upon any article of value beside bullion. The only difference 
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between him and 'our greatest statesmen is that he carried out 
their arguments to their legitimate conclusion. He had the 
opportunity of carrying this theory into effect, and the result has 
been to obscure all his other merits, and brand him for ever as a 
charlatan. What, then, was his error? 

5. Upon sifting his theory to discover his error,' we shall 
obtain one of the most beautiful triumphs of pure reasoning to 
be found in any science. We shall find that the plausible scheme, 
which we shall designate by his name, is founded upon a direcll 
contravention of 'the fundamental conception of the nature ofa 
Currency which we have established in this work, and the 
proposition which directly flowed from it, viz., that where fherB is 
no Debt, therB can be no Currency_ We shall find that these 
awful monetary cataclysms which have shaken nations to their 
foundations, producing calamities more fell than famine, tempest, 
or the sword, have been brought about by attempting to carry 
into practice a philosophical fallacy which involves a contradiction 
~ terms 

6. It is impossible to say who first invented the theory we 
are going to notice; in fact, it must have sprung up indigenously 
among almost any people who began to form theories of Paper 
Currency. Several persons about the, same time seem to have 
hit upon it. The earliest we know of was a certain Mr. Asgill, 
a Member of Parliament, who paid much attention to commercial 
questions. The most notorious precursors of Law were Dr. Hugh 
Chamberlain, who brought forward a rival scheme to the Bank 
of England in 1693, and Mr. Briscoe, one of the chief promoters 
of the Land Bank in 1696. Chamberlain's ideas will be' noticed 
a little further on. He strongly accused Law of having stolen 
his ideas from him, which Law strenuously repudiates, and points 
out the distinction between them, and it must be allowed that 
Law's ideas were'not so extravagant as Chamberlain's. Law first 

'published his theory in a tract, called "Money and Trade 
Considered," at Edinburgh, in 1705. He was the son of a gold
smith, and of dissipated habits, but of an extremely acute intellect; 
and, up to a certain length, his views are sagacious and correct
much more so, indeed, than thOse of many writers of the present 
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day. He observed the extreme poverty and barbarousness of 
Scotland, whic~ he thought might be cured by bringing an 
additional quantity of money. into the country; and, as silver was 
scarce, he attempted to devise a scheme for providing a substitute 
for it 

7. He begins by many vcry sound arid acuto remarks on the 
value of commodities, and the causcs of their changc of value. 
lIe describes the qualities which fitted silver to be 11SCd as lllc.ney, 
above every other commodity. He attributes tbe very incon
siderable trade of Scotland to the small quantity of money she 
possessed. This is the first fundamental fallacy; because the fact 
lVas it was just the reverse; Scotland had little money because 
"he had little trade. He, however, perceived the fallacy. of 
lowering interest by law. He then goes on to consider the 
various means which have been employed to increase the quantity 

. of money. He says that some countries have raised mouey in 
the denomination; some have debased it; some have prohibited 
its export under the severest penalties; some have obliged traders 
to bring home bnllion in proportio~ to the goods they imported. 
But he says that all these measures have been futile and vain, 
and none of them have been found to increase or preserve money. 
He then says that the only effectual method hitherto discovered 
for the increase of money was the erection of Banks. He then 
describes various banks. Some made it a principle to issue no 
more notes than they had of actual bullion. lIe then mentions 
the Bank of England, and the superiority of its notes over those 
of the goldsmiths. He then describes the Bank of Scotland, and 
says that it issued notes to four or five times the value of the 
money in the Bank, which he very justly says were equimlent to 
so much additional money. He then points out the absurdity 
of supposing that raising the denomination of the money added 
to its value, that if the shilling was raised to 18d., it paid debts 
by two-thirds of what was due, but did not add to the money; 
"for it is not the sound of the denomination, but the value of the 
silver is considered." The wonderful philosophers of 1811, no 
doubt, looked down with prodigious disdain upon Law: but they 
might have studied him with advRutage. He then points out 
with milch detail the fraud and inntility of tampering with the 
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cUlTency. 'He desoribes the additional effect which credit inay 
give to, money; but says that credit which promises a payment 
of money cannot well be' extended beyond a certain proportion it 
ought to have with the money. Nothing can be more judicious 
and sound than his remarks upon credit- that it must always 
vary in proportion to the metallic basis it is built uj:lO'n; and up 
to t~is, point his sagacity and penetration are in advance of the 
doctrines of a century 1l1ter; but here is ,the boundary, after 
which he plunges into that fatal lind deltish'erallacy, which is'the 
distinctive feature of what we denomInate iawisni 

8. Thinking, that money was so scarce in Scotland that any 
credit that could be built npon it would be insignificant, he 
says-

" It remains to l:>e considered, whether any other goods' than 
silver can be made money with the same safety and convenielice. 

"From what has been said about the nature of money, it is, 
evident" that any other goods which hat'S the qualities necessary: 
in money, may be made money equal to their value 
with safety and convenience. There was nothing of humour oc 
fancy in making silver to be money; it was made because it was 
thought best qualified for that use 

"I shall endeavour to prove that another money, may be 
established with all the qualities necessary in money in a greater 
degree than silver" ' 

9. He then proceeds to shew at great length that silver had~ 
some peculiarities that disqualified it from being the best substance 
to form money of; that it varied in value; that it had increased 
much fasrer in quantity than the demand for it, and had, 
therefore, fallen much in value. In fact, he tries to prove that 
silver had varied in value more than any other kind of goods, 
within the last two hundred years; that goods would always 
maintain a uniformity of value, because they only increased in 
proportion to the demand; that land would always rise in value, 
because the quantity would always remain the same, but the 
demand would continually iucrease; but that silver would always 
fall in value, as the quantity increased faster than t.he demand 
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10. Law then procecds to deny that he had taken his ideas 
from Chamberlain, of which the latter had accused him ; and it 
must in candour bc admitted, that his ideas were many degrees 
less mad than those of Chamberlain. Law asserts that he had 
formed his schemes many years before he had seen any of 
Chamberlain's papers-" Land, indeed, is the value upon which 
he founds his proposals, and 'tis upon land that I found mine; 
if for that reason I have encroached upon his proposal, the 
Bank of Scotland may be said to have done the same. There 
were banks in Europe long before the doctor's proposal, and 
books have been written 'on the subject before and since. The 
foundation I go upon has been known as long as mO,ney has been 
lent on land, and so long as an heritable bond has been equal to 
a quantity of land" 

11. The difference between Chamberlain's theory and Law's 
was this. Chamberlain maintained that if land was mortgaged 
for 100 years, it was a good secnrity for 100 times its annual 
value: so that, if a man had landed property worth £1,000 
8 year, and if he mortgaged it for 100 years to the State, the 
State might issne notes to him to the amount of £100,000, which 
were to be declared equal to value in silver, and made legal 
tender for their nominal value. Now, if this theory be true, 
there is no good reason why land should be pledged for only 
100 years; why not for one million years? which woilld do the 
thing on a somewhat more magnificent scale. But what need 
of stopping there? Why not pledge it to all eternity? And 
then every inch of land might be covered with paper notes, and 
they might be piled high enough to reach the moon, where tht 
deviser of this scheme would probably find his lost wits. Law 
properly points out that the fallacy of this theory was, that 
Chamberlain assumed that the vdlue of £100 to be paid 
100 years hence is still £100. He says-"No anticipation is 
equal to what already is; a year's rent now is worth fifteen years' 
rent fifty years hence, because that money lent out at interest by 
that time will produce so much." . But, says Lord Macaulay
" On this subject Chamberlain was proof to ridicule, to argument, 
even to arithmetical demonstration. He was reminded that the 
fee simple of land would not Bell for more than twenty years' 
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purchase .. To say, therefore, tl\a~ a tcrm of 100 years was wor~h 
five times as much as a term of ~wenty years, was to Bay tha~ a 
term of 100 years was wOI'~h five times the fee simple; in other 
words, that a hundred was five times infini~y. Those who 
reasoned thus were refuted by being told they were usurers; and 
it should seem that a large number of country gentlemen thought 
the refutation complete" . 

12. I,aw's theory was to calculate the value of the fee 
simple of the land at twenty years' purchase and to coin notes 
to the value of that amount, and advance them to the owner 
of the land. This plan, therefore, had a limit, hQwever absurd it 
was. It was bounded, in the first instance, by the value of the 
land expressed in silver money, but Chamberlain's had positively 
no l'imit at all to carry it out to its full length; the advance 
might be made to infinity; consequently, in mathematical 
language, we shonld say that Chamberlain was infinitely more 
mad than Law 

13. Law showed that notes issued upon Chamberlain's plan 
would immediately fall to a heavy discount; but yet he says that 
though £500 of these notes were only equal to £100 in silver, 
ye~ the nation would have the same advantage by that £500 in 
notes as if an addition of £100 had been made to the silver 
money 

" So far as these bills fell under the value of silver money, so 
far would exchange with other countries be raised. * And if 
goods did not keep their price, i.e., if they did not sell for a 
greater quantity of these bills, equal to the difference betwixt 
them and silver, goods exported would be undervalued, and goods 
imported would be overvalued 

"The landed man would have no advantage by this proposal, 
unless he owed debt, for though he received £50 of these bills for 
the same quantity of victuals, he was in use to receive £10 silver 

• This is the fir.t occasion that we are aware of on which the great priociple, 
that a depreciation of the paper currency would produce a fall in the foreign 
exchanges, which was so ardenUy contested in 1811 and subsequent years, i. 
a •• erted. And it has all the more merit, that it is 1\ pl'ediction and not. 1111 
oo'M'1'atioft . .. . 
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money; yet that £50 would only be equal in value to £10 of 
silver, and purchase only the same quantity of home or foreign 
goods. 

"The landed man who had his rent paid him in money would 
be a great loser, for, by as much.,IlS these bills were under the 
nlue of silver, he ,would receive so much less than before 

"The landed man who owed debt would pay his ~bt with a 
less value than was contracted for, but the creditor would lose 
what the debtor gained" 

Oh that the philosophers of 1811 had only pondered over this 
extract from John Law 

14. Law then shows that-
"Notwithstanding any Act of Parliament to force these bills, 

they would flJ.ll much undllr the value of silver; but allowing 
that they were at first equal to silver, it is next to impossible that 
two different species of money shall continue equal in value to 
one another 

"Everything receives a value from its use, and the value is 
rated according to its quality,. qnantity, and demand. Though 
goods of different kinds are eqU'.t1 in yalue now, yet they will 
change their value from any unequal change iu their qnality, 
quantity, or demand 

"And as he leaves it to the choice of the debtor to pay in 
silver money or bills, he confines the valrie of the bills to the 
value of silver money, but cannot confine the value of the silver 
money to the value of the bills, so that these bills must fall in 
value as silver money falls, and may fall lower, may rise above' 
the value of these bills, but these bills cannot rise above the 
value of silver" 

15. Law sncceeds, with great skill and acumen, in exposing 
the wild insanity of Chamberlain's plan, and trnly predicts the 
results which would follow from it, or at least Borne of them, 
for there are many important ones he has omitted. The exact 
consequences which he predicted were manifested in Ireland 
and England a century later; and the sentences we have quoted, 
if we did not know their origin, might have been supposed to 
llave been written to rebuke the folly of the directors of the 
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Banks of Ireland and England, nnd tbe mercanti1ewitnesses of 
1~0! and 1810. .RuL ha~ing demolished Cbamberlain, be cornea 
to his own proposal, which he says is cc to make money of laud 
equal to its Talue, and llIai monty to 1Ht tql/al til tVll", 10 817t,tr 
flIO"I'!/, alld Rol liabl, to /011 ill tVll", 08 8ilt'tr mOl,ty /a1l8." 
He then says-" Any goods that have the qualities 
necessary in money, may be made money equal 
to their value. Fi~e onnces of gold is equal in value to 
.£20, and may be made Dloney to that TRlue; an acre· of laud, 
rented at two- bolls of Tictuaf, the victual at .£8, and land at. 
twenty years' purchruse, is equal to .£20, and Dlay be made money 
equal to that. TRlue, for. it has aU the qualities necessary in 
money" 

16. In this senteuce is concentroted the 1I"bole essence of 
that eternal delusion, so FpeCious and plausible, and so fatal, 
1I"hich we designate as LA WIS.\!. It is, indeed, nothing but. the 
Etupendous fallacy Ihat mo"t!! rtjlf"tNII18 €olllmodilit8, alld Ihal 
raptr tllrr,.,,,!! mo!! b6 basM ttpOll Cfmlfl,odi/it8. This delusion . 

. is deeply prevalent. in the public mind at the present. day, aud 
probably there are few persons, except those 1I"ho ha~estudied 
lhe true philosopbical princillles of Political Economy. whose 
views are not deeply tainted with this infection. No man who 
does not. t.horoughly understand the great. fundamental doctrine_ 
established by Turgot and others, that '"0Ity dOt8· flol rtprwtlll 
tlJlllmodili18, can ever bave sound ideas on t.his subject. Money 
does not represent commodities at all, but only 
DEBT, or services due, which have not yet re
ceived their equivalent in commodities. Now~ the 
TiewlI of Law are much more extensively pre~ent. than is 
generolly supposed. AU those who think that there is any 
nece...c:sary connecti()n between the quantity of money in a country 
r.utI the quantity of commodities in i~ are influenced by them. 
Tnkc the case of a private individual. Is there any necessary 
relation between the quantity of money he retains and the 
quantity of c.ommodities be purchases? The quantity of money 
be has is just the quantity of debt-of services due to him
wbich he bas flot ytt parted with for something else. . It is the 
quantity of power of Durcbasiug commodities he bas. OVAI' and 
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above what he has already expended. And the quantity of money 
a nation possesses is simply the quantity of accumulated industry 
it possesses over and above aU commodities, but they have no 
relation whatever to each other. Now, money does not represent 
commodities, but it represents that portion of a man's industry 
which is preserved for future use. Whatever a man earns is the 
fruit of his iudustry, money included; and none of these separate 
items represents anything else, though it may be exchanged for 
other things. Now, the value of money depends upon its 
relations to what it represents, namely debt, and not to com
modities. If money or currency increases faster than debt or 
services due, it immediately causes a diminution of its value. 
If debt increases faster than money or currency, then the value 
of money is raised. The infallible consequence, therefore, of an 
increase of currency, without a corresponding increase of debt, 
is to change the existing proportion between debt and currency, 
and to cause a depreciation of the latter commensurate to the 
changed proportion. The necessary and inevitable consequence, 
then, of issuing vast quantities of paper currency on the assumed 
value of property, is simply to cause a total subversion of the 
foundation of all value and of all property, and to plunge evcry 
creditor into irretrievable ruin . 

17. In fact, a moment's consideration will shew that the 
theory of basing a paper currency on commodities involves this 
palpable contradiction in terms, that one can buy com·' 
modities and also have the money as well. When 
a mau buys commodities with money, he gives either a portion 
of his own industry represented by that money, or a portion of 
some one else's industry who gave him the money. But it is 
quite clear lhat he cannot buy the commodities and keep his money 
as well. It is exactly the same with a nation. A nation cannot 
boy commodities and have the money it bought them with as 
well, which is the principle necessarily involved in issuing paper 
currency as the representative of commodities. But the money 
of the nation is the mode and form in which the accumulation 
of industry which has not yet been spent in commoditieH is 
preserved; and if a nation wants other commodities besides what 
it has got, it mnst pay for them either with money, or with the 
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goods Uhas already. ',The idea of basing paper cnrrency upon 
commodities is just as wila and absurd as if England were to sell 
her cotton goods to America for coin, and then demand bac~ her 
cotton goods: The only result of such an attempt carried out 
into practice must' be the most tremendous convulsions, and 
destruction of credit and all monetary contracts 

18. Law, as we have seen, immediately saw through it, and 
exposed the ridiculous absurdity of Chamberlain's proposal. His 
own was that the value of all the land in Scotland should be 
estimated at 20 years' pur<:hase, and that a parliamentary com
mission should be appointed with power to issue an inconvertible 
paper currency to that' amount. He sa18-" The paper money 
proposed will be equal in value to silver, for it will have a value 
in land pledged equal to the same sum of silver money that it is 
given out for. • • • This paper money will not fall in value, 
as silver money has fallen or may fall" 

19. We must, therefore, be careful to be just to Law. He 
,was no advocate of an unlimited inconvertible paper curreucy. 
Quite the reverse. But seeing that a convertible paper currency 
could only be based upon bullion to a certain limited extent, 
preserving its equality in value with bullion, his idea was to base 
a paper currency upon some other article of value. And he 
thought that it might preserve its equality in value to silver on 
an independent basis. His idea was, that it is only necessary, 
to have it represent some article of value. But this attempt was 
contrary to the nature of things. His paper currency, though 
avowedly based upon things of value, had exactly the same 
practical effects as if it had been based upon silver. It became 
redundant, and swamped everything. And the reason is plain. 
It was a" violation of that fundamental ,principle we have 
obtained-IC Where there is no debt there can be no currency." 
And the fresh quantities'of currency issued on such a principle 
only represent the previously existing amount of debt, and then 
.suffer a necessary diminution in value. The necessary and 
inevitable consequence, then, of issuing vast quantities of paper 
currency on the aSsumed value of property is simply to cause 
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a total subversion of the foundation of all value and: of all 
property, and to plunge every creditor into irretrievable ruin 

20. To give a full account of Law's banking career in 
France would far exceed our limits, and to give an imperfect one 
would be of no use. We must, therefore, content ourselves with 
referrillg those of our readers who want information on the 
subject to our Dictionary 0/ Political Economy, Art. Banking i1& 
France, where a full account of Law's scheme is given. It may be 
sufficient to say that his career, like bis writings, is divided into 
two distinct portions. His writings are on Banking and Paper 
Credit, and his scheme for Paper Money, which are quite 
distinct from each other. Nothing can be sounder, or more judi
cious than the first. He ('learll saw that paper credit must be 
limited by specie-his Bcbeme was to create a Paper Money, 
beyond .the limits of Paper Credit based on specie, which be ex
pected wonld maintain an equality of value witli specie. Multi
tudes of people have thought the Bame, and mnltitudes of people 
believe in it to the present hour. In 1705 the Parliament of 
Scotland fortunately turned a deaf ear to Law's specious proposal 
oJ creating Paper Money based upon land. In 1855 the repre
sentatives of commerce in the same city which had rejected Law's 
.plan 150 years before memorialised the Government" and" do most 
emphatically object to the plan of restricting the security (upon 
which the Paper currency is based) to the possession of gold alone," 
which is simply Lawism , 

Nothing could be more extraordinary than the restoration of 
prosperity caused by the foundation of Law's Bank in 1716. It 
is probably one of the most marvellous transitions from the 
depths of misery to the height of prosperity in so short a space 
of time in the annals of any nation. Arid, if Law had confined 
himself to that he would have been one of the greatest benefactors 
any nation ever had. It was only when after three years, he had 
attained the very pinnacle of success, that he determined to carry 
out. his scheme of Paper Money, which was the famous 
Mississippi scheme 

The next example of Lawism was the Ayr. Bank. The pro
prietors ot' this Bank were enormously wealthy, and, because thcy 
were so, tI~el thougM that their known wealth would sustain the 
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credit ot any amouut-of paper issues. But. alas! their experience too 
fully and fatally verified the sagacity of the directors of the Bank 
of Scotland, who. in 1727, in answer to, proposals for e'nlarging 
their credit, said-" For the quota of credit in a banking company 
musl b8 proportionat8 to thB stoclc 0/ specie in til.8 nation; learned 
and understood by long experience, and not extended to a capital 
stock subscribed for, which cannot in the least help to support the 
company's credit, if the specie of the nation decay." This 
doctrine contains the refutation of many wild schemes, and the 
true plan of regulating a paper curreucy, is simply to discover how 
a certain proportion shall be maintained between specie aud 
credit 

21. The third great outburst of Lawism took plaCe in the 
same country that witnessed his first exploits. In preparation for 
it, Law's" Money and Trade Considered" was trimslated into 
French in 1789, as if all the memory of the great catastrophe 
sixty-nine years before had perished. The National Assembly had 
confiscated the property of the Church, bnt, instead of yielding 
a revenue, it cost the nation £2,000,000 a year more than it 
produced and in a few years augmented the public debt by 
£7,000,000. The property seized was valued at £80,000,000 
The expense of management required that it should be sold, but 
no purchasers could be found; for all persons in that, terrible 
political earthquake wished to have their property in as portable 
a shape as possible, and few were willing to trust to a revolutionary 
title. In this dilemma, the municipalities agreed ,to purchase a 
considerable portion of it, in the first instance, and resell it in 
smaller portions to individuals. But, as there was not specie 
enough to complete the sale, they issued theil' promissory notes 
to the public creditor, to pass current until the time of payment 
came; but when they became due, the municipalities had no 
means of discharging them. _To meet them the Assembly, in the 
spring of 1790, authorised the issue of £16,000,000 of assignats 
,on the security of the land. In Septemper, fUlthcr issues to the 
amount of £32,000,000 were authorised. The additional issues 
were warmly opposed by Talleyrand !lnd other leaders, who 
predicted their depreciation; but Mir~~j\au strOligly supported 
them, denying the possibility ofthe~_~ depreciation, sayiug-'-
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"It is vain'to assimilate assignats secured on the solid basis of 
;these domains, to an ordinary paper currency possessing a forced 
circulation. They represent real property, the most secure of all 
'possessions the land on which we tread. Why is a metallic 
circulation Eolid? Because it is based upon subjects of real and 
durable value, as the land which is directly or indirectly the 
source of all wealth. Paper money, we are told, will become 
superabundant; it will drive the metallic out of circulation. Of 
what paper do you speak? .If of a paper without a solid basis, 
nndoubtedly; if of one based on the firm foundation of landed 
property, never. There may be a difference in the value of a 
circulation of different kinds; but that arises as frequently from 
the one which bears the higher value being run aft.er, as from the 
one which stands the lower being shunned-from gold being in 
demand-not paper at a discount. There cannot be a greater 
error than the terror so generally prevalent as to the over-issue 
of assignats. It is thus alone you will pay your debts, pay your 
troops, advance the revolution. Re-absorbed progressively, in 
the purchase of the national domains, this paper money can 
never become redundant, any more than the humidity of the 
atmosphere can become excessive, which descends in rills, finds 
the river, and is at length lost in the mighty ocean" 

22. Although these assignats bore 4 per cent. interest, they 
had become depreciated in June, 1790; by June, 1791, they had 
lost one-third of their value. In September, 1792, further issues 
were decreed. The two preceding Assemblies had authorised 
assignats to the amount of 2,700,000,000 francs, equal to 
£130,000,000, to be fabricated, of which only 200,000,000 francs 
remained unspent. On the 11th of April, 1793, the Convention 
decreed six years' imprisonment in chains to anyone who bought 
or sold assignats for any sum in specie dilferent to their nominal 
vaJue, or made any difference between a money price and a paper 
price in payment of goods. Vain effort I In June the assignat 
had fallen to one-third of its value, and in August to one-sixth. 
The exchange with London fell exactly in a corresponding ratio 
with the depreciation of the assignat at home. In June, 1791, 
it fell to 23; ill January, 1792, to 18; in March, 1793, to 14; in 
June, 1793, to 10; on the 2nd of August it was as low lIS 4i; 'on 
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·the 18th of October it had risen to 8 i' but after thaUt cCI\sEld to 
be quoted at all. Cambon, the Minister of Finance; proposed .1). 

·further immediate issue of 800,000,000. of francs, equivalent to ' 
about. £33,000,000, in addition to the quantity already issued. 
The public doinains he calculated at £350,000,000. Hence Upol). 
the theory of Law and Mirabeau there was an ample margin, and 
the assignats should not have been depreciated below the value 
<if silver; and, in fact, according, to them, it was impossible 
they should. Wonderful commentary upon the wisdom of the 
·philosophers, who maintain that, if a paper currency only repre
~ents value, it cannot be depreciated! . 

23. We must refrain from detailing the terrible misery 
caused by the forcible issue of assignats, which were legal tender 
·at their nominal amount, the destruction of debts, the famine 
from the scarcity of provisions, the laws of the maximull)., the 
penalty of death enacted against all who should keep back their 
produce from the market. All specie ,. disappeared from the 
country and from circulation; those who. possessed any, not 
deemiug it secure from re¥olutionary'violence, exported it to 
London, Hamburg, Amsterdam, and Geneva. But many persons 
stoutly maintained in pamphlets, tha~ it was not the paper which 
was depreciated but the specie which had risen 

,24~ The intolerable' misery caused by this state of things 
· induced the Government which succeeded the Reign of Terror 
to make an attempt to withdraw a portion of the assignats froIn, 
circulation by demonetizing them, that is, depriving them of their 

· quality of money, and forcing their holders to j'eceive payment 
in Jand for them. But when a mail wanted to buy food to eat, 

,what was the use of giving him land? The report that a portion 
of the assignats, were going to be demonetized sent down their 

· value still lower, and a decree against it was obliged to be passed 
to appease theIr holders. All sorts of, plans were devised to 
withdraw them from circulation; lotteries, tontines, a land 'Qank, 
where they were to be lodged and bear 3 per cent. interest. But 

, the constant issue. of them, required for the necessary ~ayments 
.of theState, rendered all such attemptsus~less 

VOL. II. 8 
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25. In January, 1796. the assignats in circulation amounted 
to forty-five milliards, or about £2,000,000,000, and the paper 
money had fallen to one thousandth part of its nominal value. 
The Government then determined to issue territorial mandates, 
at the rate of 30 assignats to one mandate, which were to be 
exchangeable directly for land, at the will of the holder, on 
demaud.· The certainty of obtaining land for them made them 
rise for a short time to 80 per cent. of their nominal value; but 
necessity compelled the Government to issue £100,000,000 of 
'thelle mandates secured upon land, supposed to be of that value. 
This prodigious issue sent the mandates down to nearly the same 
discount as the assignats were, and, consequently, as one mandate 
was' equal to 30 assignats, the latter had fallen to nearly the 
thirty-thousandth part of their nominal value. At length on the 
16th of July, 1796, the whole system was demolished at a blow. 
A decree was published that everyone might transact business 
in the, money he chose, and that the mandates should only be 
taken at their current value, which should be published every 
day at the Treasury. Two days afterwards it was decreed that 
the 'national property remaining undisposed of should be sold 
for mandates at their current value. As a matter of course the 
public creditors l'6ceived' payment of their debts in the same 
proportion 

26. No sooner, however, was this great blow struck at the 
paper currency, of making it pass at its current value, than 

,specie immediately reappeared in circulation. Immense hoards 
came forth from their hiding places; goods and commodities 
of all sorts being very cheap from the anxiety of their owners 
to possess money,caused immense sums to be imported from 
foreign countries. The exchanges immediately turned in favour 
of France, an~ in a short time a metallic currency was 
permanently restored. And during all the telTific wars of 
Napoleon the metallic standard was always maintained at its 
full value 

27. One thing,however, we cannot help noticing. When 
describing the history and effects of the assignats, nothing can 
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be" more clear and correct than the narrative of Sir Archibald 
"Alison. He sees clearly that a difference" in value between the 
assignat and specie was truly a discount, or fall in the value of 
paper. Thus he says :* 

"They for Some time maintained their value on a par with 
the metallic currency. By degrees, however, the increasing issue 
of paper currency produced its usual effect on public credit; the 
value of money fell, while that of every other article rose in ~ 
high proportion, and at length the excessive inundation of 
fictitious currency caused a uuiversal panic, and its value rapidly 
sank to a merely nominal ratio. Even in June, "1790, the 
depreciation had become so cons~derable as to excite serious 
panic" 

Again, speaking of 1791, p. 805~ 

"Publio and private credit had alike perished amidst the 
general convulsions. Specie had disappeared from circulation. 
'fhe assiguat had/allen to a third of its value-[This is nut quite 
correct; at this time the llSSignat had lost one-third of its value, 
not fallen to one-third of itJ-and occasioned such an amount 
of ruin to private fortunes that numbers already wished for a 
return to the ancient regims 

"While the unlimited issues of assignats, at whatever ratB 0/ 
discount they might pass, amply provided for all the present and 
probable wants of the Treasury, the vast and increasing expendi
ture of the Republic could only, amidst the total failure of the 
taxes, be supplied by the issue of assignats; and this, of course, 
by rendering paper money redundant, lowered its value in ex
change with other commodities, and occasioned a constant and 
even frightful rise of prices 

"All the persons employed by Government, both in the civil 
and military departments, were paid in the paper currency at 
par; but as it rapidly fell, from the enormous quantity in circu
lation, to a tenth part, and soon a twentieth of its real value, the 
pay received was merely nominal, and those in receipt of the 
largest apparent incomes were in waut of the common necessaries 
of life. Pichegru, at the head of the army of" the North, with a 

• Hi..tory 0/ Europe, Vol. II.,p. 219, 7t1. Edit. 

8 2 
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nominal pay of ',000 francs a month, was in the actual receipt, 
on the Rhine in 17950 of only ~oo francs, or £8 sterling of gold 
and silver 

"The fnnds on which the enormous paper circulation was 
based embracing nil the confiscated Pl\)perty in the kiugdom in 
land, honses, and mo\"t'abk'S, wt"re estimated at fi/'t('('n millial\ls 
of francs, abo\"e £600,000,000 sterling; but, in the distracted 
state of the country feW' pnrchasers could be found for such 
immt'nse national domains; and, tht'refore, the security for all 
practical purpo..~s was mt'rely nominal. The consequeDl'C W:lS 

that the 8..o:;signat fell to one-twelfth of its real \"nlne; in otht'r 
words, an as;ignat for!! francs \\":lS worth on]1 ! francs; that is, 
a note for a pound was worth only h. 8J. 

"Foreign commt'rte haTing bt'gnn to ll'\"i\"e with the cessation 
of the Reign of Terror, sales bt'ing no longer fllrced, the a..~ig"al 
v/u 11rollghl i1lto comparison vilA th. ttUTtII(!I 0/ ot,," tolUltrit4. 
and its enormous inferiorit1 precipitated still furtht'r its fall 

" B1 no possible mt'asnre of finance could p.'\per money, worth 
nothing in forcign states, from a distrust of it.s S<.'Curity. tJlld 

rffllllllk71lt al ADm, /rol1l ~~I$il" ':<$"', be maintainl>d at anything 
like an equality with gold and sil\"er. The manda!.('s wt"rc, in 
truth, a reduction of llS.'Iignats to a thirti('th part of their nlue; 
bnt. to be on a par with the precious metals, tht'1 should havo 
been issued a~ one-thonsandth part, being the rate of di91'Ount to 
which the original paper had noW' fallen 

.. The u('('ssi\"e fall of the paper at length made al] c]:\.~ 
percei\"e that it was in \"ain to pursue the chimera of npholding 
its Tnlue. On the 16th July, 1796, the measnres, amonnting to 
aD open confession of • bankruptc1 which bad long uistcd, were 
adl'pted n 

28. We ban quoted these p.'\."-~fY'CS (or the pUI}'IOSe of 
shewing bow complt.'tt.'ly Sil' Archibald Alison, when he is 
speaking of the paper currency in France. acknowlt.'dges the 
great principle that the \"alne or the 11Ilper currency is only to be 
estim:'ltl'li at the \"alue it ,,-ill pnn:base in specie, that the measnre 
(If the dilIcrenoo between the real and the nominal value is its 
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tlrJ.,.tintitm, and that a payment in coin at the cmrenl Y'alue of 
the paper cOlTenC1 is a National Bankruptcy. Yet, such 
is the amaziog inoonsisteocy of this writer, that when he oomes 
10 ~ of the parer CUrTeDq of England, which exhibited 
exactly the Eame phenomena, only on a smaller scale~ he reoo
lotely denies that it. 1r8S depreciated. When the French assignat 
had lost one-thinl of its nIne compared to specie, io 1.91, he 
acknowledges that. it.1r&S d('pnritJltcl; .. hen the Bank of England 
note in 1811 had lust one-fourth of its moe oompared to specie, 
it. 1r&S not. the note which had fallen, but gold which had risen! ! 
lfhen assignats ftI'e made legal tender in Fnwce at. their 
nominal nIne, ~ di.<appeared from circulation. Sir Arehibald 
.!lison estimates the depreciation of the assignat. by the diffi:rence 
betWeel the cDlTent and the nominal nIne of the &S8ignat; but. 
when the Bullion Committee estimated the depreciation of the 
Bank note by the diife:relK'e ~tween its nominal and its cUlTent 
or market llIlue~ he I\.>ads a homily to them upon their ignorance 
and follr. talks of the "general delusion which Ii() long had 
prenliW upon the subj..'Ct, when it is NCOllt'cled not only that 
the true principles of this apparently difficnlt, bul really sinlple 
branch of national eoonomy, which are DOW' generally admittN 
\\"ere at the time most ably expounded by many men both in and 
out of Parliament, but. that, in the examination of Q.~me of the 
leading merchants of London before the Parliamentary Com
mittee on the subject, the troth was told with a force and 
~ision which it. now appears surprising anyone c:ould resist.." 
This troth, which \\"as told 1fith wch irresistible force and 
precision, 1r&S that mnty~l'en 1raS equal to twenty~ne! He 
then acknowledges that it was a national bankrnp!cy of the 
French GoTerUment to pay its notes with a less amount of !;f«i4-
than their nominall'lllne; but nothing CIlD exceed the bittemest 
of his innetit"e a"PIlin..<t the Currency Ad of 1819, which pro
TiJOO that the Bank of England shouI.l pay its notes at their fnIl 
nominal nlue in ~ie. Just as if it \\"as 1~'5S a ""tRat'llt"!J to 
pay ISL in the pouud than to pay 11. in the pound. He ~>a 
cle-Mly that in Fmwe the paper cnrrency is to be estimated bI 
the nIne of gold; buL in E"glmrtl he maintains that gold is to be 
f'&imated by the Y'alue of the paper cnrrency ! ! J n..'>t as if Ule 
et.emal tmth:i of science are different on dilfd\!nL siJ('S of the 
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Channel, or that they are revened according to the language 
they are expressed in ! 

29. Sir Archibald Alison's doctrines, when he speaks of 
EngUsh and the French inconvertible paper currency, are clearly 
inconsistent. He fully allows that any difference between the 
nominal and the current value of the assign at was a depreciation 
of the assignat. He never dreams of saying that the paper 
assignat was the standard, and that the coin had risen in value. 
But when he discusses the question of-What is a pound? he 
says-" In truth, a pound is an abstract measure of value just as 
a foot or a yard of length, and differeut things have at different 
periods been taken to denote that measure, according as the 
conveniency of men suggested. It was originally a pound weight 
of silver, and that metal was, till the present century, the 
standard in England, as it still is in most other countries.' When 
gold was made the standard, by the Bank being compelled by the 
AQt of 1819 to pay in that metal, the old word denoting its 
original signification of the less valuable metal was still retained. 
During the war, when the metallic currency disappeared, the 
pound was a Bank of England pound note-the standard was the 
paper-for gold was worth 288. the pound, from the demand for 
it on the Contineut." It is scarcely necessary to point out the 
ridiculous absurdity of this passage. The pound an abstract 
thing indeed lOur ancestors had very few abstract ideas at all, 
and cet·tainly an abstract idea of a pound was not one of them. 
They meant nothing abstract, but, on the contrary, a very 
substantial pound wet"gld of silver bullion, and nothing else. 
To say that a paper pouud was the standard during the war is a 
misconception of the fact. Instead of a .1 promise to pay" on 
demand, the Bank note dllring the war was a "promise to pay 
specie six months after peace." It is not true that gold during 
the war was worth 288. paid in 8ilver money, but only in 
depreciated Bank notes. But Sir Archibald Alison admits that 
an excessive issue of paper would have depreciated the Bank 
note, but he of course denies that the issues were excessive. 
Now, as a depreciation from an excessive issue could only be 
manifested by a continuous rise of gold above 28s. the pound, 
it. would be difficult to understand where the turning point would 
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be at which the depreciation would commence. At what figure 
should we have to reverse our expression..,...at what figure are 
we to say that gold has ceased to rise and paper begun to 
fall? . 

30. Such is a plain statement, founded upon jncontrovertible 
facts, of the results of the greatest experiment the world ever 
saw of issuing a paper currency secured upon commodities or 
property-the most complete example of Lawism. When the 
issues of assignats were at their height, they were certainly not 
anything equal to the value of the fee-simple of France expressed 
in silver money. And, according to the predictions of Lawaud 
lIiirabean., it WQ.S a matter of inipossibility that they should ever 
become depreciated, and what was the result r Even though the 
experiment was not carried out to Us fullest extent, the value 
of the paper assignat sank to one 30,OOOth part of its value in 
silver I There were 2,400 millions of promises of mandates 
issued against property valued at 3,785 millions, aud yet, in 
J nly, 1796, the note for 100 !ivres was ouly 5 centimes I Such 
was the inevitable consequence of basing a paper currency upon 
property or securities, and such it must ever be, because, if such 
issues are once begun, there is no legitimate conclusion whatever, 
until aU the property in the country is coined into notes. Pass 
the legitimate limits -of a. circulating medium by one hair's 
breadth, and there is no logical conclusion but in the French 
assignats . 

31. The ne~t example we shall cite is the Bank of Norway, 
which was founded on the 14th .Tune, 1816, with its head office 
at Drontheim and branches iu the provincial towns.· Its capital 
was originally raised by a forced loan or tax upon all landed 
property, and the landholders became shareholders according to 
the amounts of their respective payments. This Bank was 
especially for the purpose of forwarding agricultural improve
ments, and only discounted mercantile bills and personal 
securities, as a secondary part of its business. Its pl'incip&k 
business consisted in advancing its own notes upon first seculjci'es 
over land, to any amount not exceeding two-thirds of the. value 

• Laing'. Norway, p. 184. Travellera' Lwrary. 
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of'the property according to 'a general valuation taken in the 
year 1812. The borrower paid half-yearly to the Bank the 
intei'est of the sum that may be at his debit,at the rate of 
4 per cent. per annum, and is bound also to payoff 5 per cent. 
yearly of the principal, which is thns liquidated in twenty years. 
Mr. Laing bestows great commendation upon this institution, 
and describes it as well-imagined and well-managed, and there 
cannot be a better example to test the truth of Law's principle. 
We mnst bear in mind that Law expressly declares that on his 
priuciple his paper currency would not fall below the value of 
silver. Now, let us mark what took place with regard to the 
Bankof Norway, which was founded pnrely on his principles. 
By the fundamental law of this Bank it should, after,a certain 
time, ha,e begun to pay its notes in specie, bnt in 1822 they 
could only be exchanged at Hamburg for silver at the rate of 
187! dollars in paper for 100 dollars in silver II That is, in six 
years the notes had fallen to about 45 per cent. discount I Was 
there ever a more striking or conclusive example of the entire 
fallacy of Law's predictions than tbis Bank? In 1822 the 
Storthing passed a law that the Bank should only be compelled 
to gi,e 100 silver dollars for every 190 paper dollars, but that 
the directors might at their own discretion reduce the rate to 
175, without a new law. In 1824 the value at Hamburg rose to 
145, in 1827 it rose to 125, and in 1835, when Mr. Laing wrote, 
it stood at 112, which could only have been done by a contraction 
of its issues. Now, it is quite evident that if the Bank had been 
called upon to pay its notes at par at any moment, it would 
infallibly have bCiln ruined. This happened in Paris in ] 803, 
when the Land Bank stopped payment, and J. B. Say observes 
that all banks founded upon this principle have nnifurmly 
failed 

32. The last example we shall cite is the case of .America. 
That country was unhappily deeply bitten with· tbe currency 
mania of basing issues of paper on .. securities." In most of the 

,~~ates the Legislature passed Acts permitting any individual or 
~anking associations to issue notes to any amonnt, upon 
~epositing with a" public comptroller" securitics of equivalent 
'Vslue• These "secnrities" might be public stock, or mortgages 
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npon improved, produc"tive, and unencumbered lands.- Now, U 

these "securities" remained the property of the vendors, ane. 
they might appropriate the revenues from them as long as pay
ment of the notes was not demanded from the comptrolIer,people 
saw that they might derive a profit from the security as well as 
from the currency which represented its value. There was, 
accordingly, a prodigious rush to deposit securities-an enormous 
issne of paper, during the years 1834-35-36. The prices of every
thing rose immensely. The people of the Western States, with 
their" pockets full of paper currency, gave very large orders for 
goods to the merchants of New York, Boston, and Philadelphia, 
who duly executed them. The bills given for the purchases were 
payable in these eastern cities; and, when the western debtors 
went to their own bankers for bills of exchange on these places, 
in return for their own local currency, the bankers discovered 
that their home customers had bought more from the eastern 
cities than they had sold; that they had already drawn on the 
east for every dollar which the east was indebted to them, and 
.could draw no more. The western merchants then sent their 
own currency notes to the eastern cities in payment, but, unfor
tunately for them, the merchants there had already paid aU they 
owed to the west, and nobody in New York or Philadelphia 
wanted western notes for any purpose of use, and nobody was 
disposed to travel 600 or 700 miles to request the cashiers of the 
Western States to pay their 'notes, or in those States in which 
security had been given, to require the comptroller to sell the 
pledged securities and pay them the money produce. Moreover, 
everyone knew that it was physically impossible in either case to 
obtain the amount in money, for there was no currency in which 
the pledged property when sold could have been paid, except 

.lJ.t,Jmc notes resting on securities, or on the mere promise of the 
banker." In the meantime the usual effects followed, specie 
disappeared from circulation. The extended paper issues led the 
Americans to order immense quantities of goods from Europe, 
and, prices being very high from the bloated paper cUrl'eucy, 
they could send no goods in return to pay for them. For some 

• A very graphic account of the currency vagaries of the United States is given 
in two articles of the &.otsman, Nov. 21 lind 24, 1855. See also TI,e Provre" 
0/ .America, by John Macgregor, Esq., M.P., vol. 2, p. 176S. 
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time theyseut over great quantities of their stock, but this 
became superabundant, and at last no one in Europe would buy 
it. It became necessary then for them to pay their debts in 
specie; but specie there was none. In 1837 all the banks in 
Amedca, without exception, stopped payment. The general 
suspension began at New York on the 11th May, and spread in 
every direction: In May, 1838, the New York banks resumed 
specie paymeuts, "which were followed by all the New England 
banks in August, 1838. This was followed by the banks in 
Philadelphia, and on the 1st January, 1839, the banks throughout 
the Union professed to do so. No sooner, however, were tuey 
set up again than they resnmed the same wild operations on 
credit, and on. 9th October, 1839, out of 850 banks in the Union 
343 suspended payment entirely and 62 partially. On this 
occasion the New England banks were honourably distinguished; 
they had gathered wisdom; and out of 198 banks in New York 
only four stopped; whereas, in the Southern and We"stern States 
about two out of three stopped. The United States Bank, with 
a paid up capital of £7,000,000, was found to be nttcrly. 
insolvent; its shares, which were at 123 dollars on the 14th 
August, 1838, were at 3 dollars in January, 1842. This was the 
fifth grand experiment of Lawism, pure and unadulterated, on 
the most magnificent scale, and such was the result 1 

33. All ideas, therefore, of basing a paper cnrrency upon 
property, or commodities, are essentially elToneous, and can 
have no other possible termination, if only carried out to their 
legitimate consequences, than what happened in France in 1796 
and America in 1837-39. There is one species of property, how
ever, which, from its being more nearly confounded with money 
in the public ideas than any other, is supposed by many persons, 
who wonld 'repudiate any imputation of being disciples of Law, 
to be a sound basis for a paper currency. This property is public 
stock. A very prevalent idea is, that all banks of issue should 
give security by purchasing the public funds, and then deposili 
the stock with a Government officer. But what is this but the 
wildest, rankest, and most odious Lawism 7 The rule that is 
good for one is good for all. If the public funds are a proper 
basis for £1,000 of paper currency, they must of necessity be a 
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good basis to their whole extent. If one bank or banker is 
allowed to issue paper on the secui-ity of stock, every other one 
must be permitted to do the same, until .the whole funded del;>t 
of Great Britain is coined into paper notes. If £100 of public 
debt is coined into ·£100 of notes, we must, by an irresistible 
conclusion, have £800,000,000 of public debt coined into an 
equal quantity of notes. The principles of basing a paper 
currency upon land, and upon the public funds, are absolutely 
identical and equally vicious. To permit a man to spend his 
money in buying part of the public debt,and to have it as weil, 
in the form of notes, is as rank an absurdity as to permit him to 
spend it in land, and also have it as DoteS. The only advantage 
one has over the other is, that the funds are more easily con
vElrtible into money than land is. The same is true of a nation 
as an individual-that a nation can spend its money in destroying 
its enemies and have it too as bank notes, or" currency," is a 
wild and mischievous delusion' 

34. The drift of these remarks is evident. The whole 
constitution of the Bank of England is fundamentally vicious. 
It is as complete an example of pure Lawism as the French 
assignats or the American banks. It gave its original capital to 
Government, and then was 'allowed to have it in the form of 
notes. The first public debt was Bank of England stock, and for 
several of the early additions to its capital, i.e., tne public debt, it 
was allowed to issue notes.to the exact amourit of its capital, and 
this permission still continues. Now, if this system had been 
carried out to its legitimate conclusion, the National Debt and 
the .capital of the Bank of England would have been the same 
thing, and the paper notes of the Bank would have been nearly 

. £800,000,000. When it was founded the nation thought they 
might spend £1,200,000 in destroying the French, and have 
them too as Bank notes. But, if this principle had been carried 
out much further, it would have ended in fatal and universal 
ruin 

35. The fundamental principle of the Bank of England was, 
therefore, as erroneous as that of the Mississippi scheme, the Ayr 
Bank, the French assignats, or American banking; but as, in all 
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these cases, the mischief is not developed until the issues excee, 
a certain limit, the radical vice of the Bank of England hils hee 
prevented from producing its inevitable consequences by rigidl 
restl'llining it to that single instance. But then this vice wa 
kept down by a most unjustifiable monopoly. which was the cLi~ 
cause of those tremendous banking catastrophes which bav 
desolated England, and which has, until of late years, prevente 
a sound banking system being founded 

0" the Theory of basing a Paper Currollcy 011 tho Discolltlt 
of Commercial Bills 

36. We trust tbat the pl'eceding remarks nre absolutel 
conclusive as to the fundamental fullacy of Lawism of all forlll 
aud descriptions, by which we mean the theory of basing issu( 
of paper on property 01' commodities, wbetber the public funul 
or land, or any mOl'eable goods. We must now examine a muc 
more subtle and plausible theory, which was the guiuing principl 
of the Bank of Ireland and the Bank of England during tb 
restriction, and which was adhered to by a large majority of th 
commercial world; nor are we aware of any refutation of it 0 

philosophical gronnus, except the one in the Bullion nepor l 

which we shall quote and comment upon. This theory was fir! 
prominently brought forward before the Committee on the hit! 
Currency in 1804, and we have quoted it elsewhere. The llullif) 
Committee express it in the following worus-

.. The Bank directors, as well as some of the merchaul@ wh 
have been examined, shewed 8 great anxiety to state to YOII 

Committee 1\ doctrine, of the truth of which they profcssc 
themselves to be most thoroughly convinced-that there cnn l 
no possible excess in the issue of Bank of Englund papcl', S 

long as the advances in which it is iss ned oro mnde upon til 
11l'inciplcs which at present guide the conuuct of the directors 
that is, so long as thc discounts of mercnntile bills are confine 
to pnper of undoubted solidity, arising out of real commercia 
transactions, and payable at short and fixed periods If 

37. The germ of this doctrine is to be found in Adm 
SlUith, who says-" When a bank discounts to a merchant 0 rei 
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bill oCeichange, drawn by a real creditor upon a real debtor. alid 
which. as soon 88 it becomes due, is really paid by that debtol" 
it only advances to him a part of the value, which he would 
otherwise be obliged to keep by him uuemployed, and in ready 
money for answering occasional demands." It was' first promi
nently brought forward 88 a practical rule by the Irish Bank 
directors in 1804. The Committee of that year did not attempt 
to deal with this theory; but the witnesses examined before the 
Bullion Committee reproduced it, and alleged that it was the 
principle by which the Bank of England regulated its issues 
during the restriction. The directors of the Bank allowed that 
before the restriction they were compelled to regulate, their issnes 
by a drain of gold on them for exportation; when that check was 
removed. the controlling power was lost; and, indeed, one of the 
directors stated that, in his opinion, that was one great merit 
of. the restriction, that they were no longer obliged to .adhere to 
their former rules. The Bullion Committee, however, decidedly 
condemn these opinions. They say, speuing of the consequences 
of the Restriction Ac&-

" By far the most important of these consequences is, that 
while the convertibility into specie no longer exists, as a check to 
an over-issue of paper, the Bank directors have not perceived 
that the removal of that check rendered it impossible that such 
an excess might be issued by the discouut of per/Belly good bills. 
So far from perceiving this. your Committee have shewu that 
they maintain the contrary doctrine with the utmost confidence; 
however it may be qualified occasionally by some of their ex
pressions. That this doctrine is a very fallacious one, yon.r 
Committee cannot entertain a doubt. The fallacy upon which it 
is founded lies in not distinguishing between an advance of 
capital to merchants and an additional supply of currency to the 
general mass of circulating medium. If the advance of capital 
only is considered as made to those who are' ready to employ it 
in judicious and productive undertakings. it is evident that there 
need be no other limit to the total amount of advances than 
what the means of the lender and his prudence in the selection 
of borrowers may impose. But, in the present situation of the 

_.Bank. entrusted, as it is, with the function of supplying the 
public with that paper currency which forms the basis of our 
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circulation, and, at the same time, not subjected to the liability 
of converting the paper into specie,' every advance which it 
makes of capital to the' merchant in the shape of discount 
becomes an addition also to the mass of circulating medium. 
Tn the first instance, when the advance is made by notes paid ill 
discount of a bill, it is undoubtedly so much capital, so much 
power of making purchases, placed in the hands of Ii. merchant 
who receives the notes; and, if these hands are safe, the operation 
is so far, and in this, its first step, useful and productive to the 
public. But as soon as the portion of circulating inedium in 
which the advance was thus made performs in the hands of him 
to whom it was advanced this, its first operation as capital-as 
Boon as the notes are exchanged by him for some other article 
.which is capital, they fall into the channel of circulation,as so 
much circnlating medium, and form an addition to the mass of 
currency. The necessary effect of every such addition to the 
mass is to diminish the relative value of any given portion of 
that mass in exchange for commodities. If the addition were 
made by notes convertible into specie, this diminution of the 
relative value of any given portion of the whole mass would 
speedily bring back upon the bank which issued the notes as 
much as was excessive. But if by law they are not so convertible, 
of course this excess will not be brought back, but will remain in 

. the channel of circulation until paid in again to the bank itself, 
in discharge of the bills which were originally discounted. 
'Duling the whole time they remain out, they perform all the 
functions of circulating medium, and before they come to be paid 
in discharge of those bills, they have already been followed by a 
new issue of notes, in a similar operation of discounting. Each 
successive advance repeats the sam~ process. If the whole sum 
of discounts continues outstanding at a given amount, there will 
remain permanently out in circulation a corresponding amount 
of paper; and if the amount of discounts is progressively 
increasing, the amount of paper which remains out in circulation 
over and above what is wanted for the occasions of the public 
will progl'essively increase also; and the money prices of com
modities wiII progressively l'ise. This progress may be as indefinite 
as the range of speCUlation and adventure in a great commercial 
country" 



THJS REFU'fED IN THE BULLION REP~RT 2H 

3S. Such is the reasoning of .the Bullion Report, to shew 
tIle fallacy of the rule of the directors. We are not aware of any 
other attempt to refute it so elaborate as the one given. The 
conclusions are perfectly just, but the expressions are in some 
respects ambigllous, in some inaccurate; and, altogether, the 
reasoning is inadequate to effect its purpose of demonstrating 
the fallacy of the doctrine. In the first place, the expression 
.. good bills" is one which we shall shew is full of fallacy. The 
Report has further been clouded by the false distinction between 
"capital" and" circulating medium." Again, it says the necessary 
effect of every audition to the mass of the currency is to diminish 
the value of the whole, which assertion is entirely erroneous, 
because the value of the currency is always proportionate to the 
work which it has to do ; and it is only a change in the proportion 
between the currency and the work that it has to do that causes 
a change in" its value. The Committee were further in great 
-error in supposing that so small an amount as could be addeq. to 
the circulating medium in so short a time as during the currency 
of the bills that were discounted could have any general effect on 
prices 

39. We shall find that, by starting from our fundamental 
definition of currency, as transferable debt, and that the value 
of the currency depends upon the quantity of transferable debt 
"which it represents, the fallacy of this theory can be demonstrated 
with great ease and simplicity, and the mischievous consequences 
which followed from it explained. When the merchant A comes 
to the bank to discount the acceptance of B, it is a sale of the 
debt to the bank. The bank buys a debt payable at a fixed time 
after date, with its notes, which are so many small debts payable 

"to bearer on demand, while the notes are convertible. The trans-
action is simply an exchange of debts. At the appointed time it 

"is B.'s duty to take a quantity of currency to the bank, a~d 
discharge his debt. He does this either in coin or in the bank's 
own notes. If he pays his own debt by the bank's notes, it is 
simply a re-exchange of debts between him and the bank; he 

" extinguishes his own debt to the bank at ~he same time an equill 
quantity of the bank's debt is taken out of circulation and 
extinguished i consequently, the" proportion e:x:isting previously 
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between the currency and the quantity of debt it represents 
.remains unaltered. If the merchant discharges his debt partly in 
coin and partly in bank notes, or wholly in coin, the. same result 
followlI; the notes which remain out in circulation still represent 
the same amount of capital. But let us suppose that the acceptor 
fails to meet his engagement, and cannot pay his debt. Then 
the debt due to the. bank is lost and extinguished; but the debt 
against the bank remains; and the bank, whilst the notes are 
payable to bearer on demand, must pay this debt out of its 
remaining capital. Still, however, though this is loss of capital 
to the bank, . as the notes are taken .out of circulation, the value 
of the notes remaining in circulation will not be affected. But 
now let us suppose the notes to be inconvertible, then, as before, if 
the acceptor pays the debt, the notes will be taken out of circula
tion, and extinguished simultaneously with the debt which they 
purchased, and the value .of those remaining in circulation will 
not be altered. But suppose that the acceptor fails, and cannot 
pay his debt, then that debt is extinguished, but the notes which 
purchased it remain in circulation, and are a mere addition. to' the 
circulating medium already existing, without any corresponding 
addition to the debt or capital which it represents. It would 
have exactly the same practical effects as if for every good bill of 
£1,000 the bank were to issue an excess .of currency, say £1,500 
for example, and when the bill was paid ouly £1,000 would be 
taken out of circulation, and the remainder, £500, would remain 
in circnlation. This residuum, as we may call it, would go in 
diminution of the value of the remainder, exactly in the same 
way as a constant increase to the gold currency would gradually 
cause a diminution in its value. Every such operation, therefore, 
alters the proportion between the cnrrency and the capital, or the 
debt it represents; and though, no doubt, a few unsuccessful 
operations .of this sort would not have any sensible effect in 
changing its value, yet a repeated succession of them must ne
cessarily do so ultimately, just as adding 8 drop to water in a 
bucket may not perceptibly increase the height of the water, yet 
a continued series of drops will at length cause the water to 
overflow the bucket; so a continued series of such operations 
nnder an inconvertible paper c11rrency must necessarily result in 
.8 serious diminution in the value of the w!lole - .' 
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40.· ~ut it lIlay happen that even though the merchanL 
pays his debt, and no loss of capital ensues to the bank,Yet it 
may be a loss of capital to him. Thus, when he bought tlie 
goods on credit, . and gave his acceptance f{)r them, whichwns 
pU·l'chased by the ban~, he meant to cmploy these goods as 
capit£ti, that is he bought them merely for the purpose. of selling 
them again, with a profit. If .he succeeds in this. object, and 
sells them to advantage, he pays his acceptance out of the proceeds 
reaIise~ by the goods, and his capital is increased more or less, 
according to the greater or less advantage he sells them at. But 
if he has made a miscalculation, and sells the goods at it loss, he 
must still make good his debt to the bank out of his remaining 
.capital: and such a transaction is a loss of capital to him. But 
every loss of capital to an individual is a loss of capital to the 
whole community.· And the great general result to the community 
is absolutely the same, whether the loss of capital falls upon the 
indi vidual or upon the bank. 'rhe capital of the nation is 
diminished, but the currency remains the same. Consequently, 
every unsuccessful' operation in trade alters the proportion 
between the quantity of the currency and the quantity of 
the debt, or the capital it represents; and, therefore, every 
unsuccessful operation necessarily tends to diminish the vnlue 
of the whole currency, unless some means can be devised 
by which a qilantity of currency can be· removed from cir:: 
eulation corresponding to the loss of capital. Now, the 
diminution in the value of the currency inevitably shews 
itself in proeess of time, by a general rise in prices. It inay 
do so gradually and imperceptibly at first-in the hourly 
val'iations of ,prices, it may not, perhaps, be perceived at first 
just as when the waves are breaking upon the shore, it is impos
sible to tell whether the great tide is· advancing or receding; but 
if it continues fOl' .any length of time, all traders begin to feel 
it instinctively. It is impossible, perhaps, to point out the precise 
influence in· any particular. transaction; but yet it makes itself 
felt in counl1ercial operations by a general rise in prices. The 
fact is, that when the operation was done, and the product 

• J. B, Say has also remarked this-I< Un ml'uvais specula·teur est a~ssi ·fatal 
ala prosperite g~mlral qu'un dissipateur,~'-7TaitO d'Econvmie ·l'olitiq~, }l •. 4A5 •. 
Edit. Guillaumin -_ ..... . 

VOT •• II. T 
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exposed for sale, it was expected and calculated· that a certain 
portion of currency would be appropriated to its purchase. But, 
if people do not waut the article, they will not appropriate that 
portion of currency to its purchase; the producer loses his 
capital, and the currency remains in circulation. And Ule iu
creased quantity of it gradually enters into the prices of other 
commodities, aggravating them, and swelling them up. Now, 
when this is the case, when the currency is made of a material 
which has a nniversally acknowledged value, nature herself 
provides a remedy. When commodities I'ise in price in this 
country beyond their prices in foreign countries, besides the cost 
of transporting them here, they will be imported, and the extra 
quantity thrown upon the market diminishes their price, ~oth by 
altering. the ratio of supply and demand, as well as by removing 
the qnalltity of currency necessary to pay for them from circu
lation, until the general equilibrium is again l;estored between 
prices, currency, and capital. But, if the currency be made of a 
material which has no value whatever, like paper, this great re
storing process ·of nature cannot take pla(·e. The quantity of 
currency remains the .same, while the debt it represents is 
diminished. '1'he consequence is a general diminution in value 
of the whole currency-all the portion of the currency which has 
value as a material is driven out of circulution: then follows 
a great rise in the market price of bullion, and, as a necessary 
consequence, a fall in the. foreign exchanges 

41. The foregoing considerations enable us to affix a defiuite 
and specific meaning to a phrase which is now in constllut 118e, 
but which we have never yet seen any attempt to explain. All 
discussions npon currency are Cull of misty and vague expressiol1s 
about "excessive issues," "over-issues," but we have never secn 
any attempt to define what an" over-issue" is~ Now," over-

. issues" in general, must consist of specifio instances of "over
issues" in pal'ticular cases. Where is the use or the Bcnse of 
casting vague and indefiuite accusatious against the Bank of 
making "excessive issues," unless the person who mnkos the 
charge is prepared to point out specifically which issues are ex
cessive, and which are not 1 Now, the meaning which we affix 
tQ an .. excessive issue" or an "over-issue," is an advunce upon 
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an imsuccessful. operation, or the .. purc?'ase of. a bad .debt.'! 
Every quantity of currency· adl-anced to ·promote nn unsuccessful 
operation, or which purchases a bad debt, alters theproportioIi 
between the currency and the debt, or the capital it represents. 
Each specific instance, then, of such an operation, is an "over
issue," and the expression" over-issue," or "excessive issue,!' has 
no other meaning 

42. The foregoing ~onsiderations alsQ shew the CQmplete 
fallacy of the theory we have been discussing, of issuing notes 
upon " good bills.'~ 'In a banker's sense, a "good bill" meanS 
simply a bill which is duly paid by the proper party at maturity. 
It.is not the smallest consequence to him, whether the transac~ 
tion out· of which the. bill originated is a profit or loss.to th~ 
person who incurred the obligation, as long as he is paid; But: 
if the expression" good. bill" be taken ~ a more extended 
and philosophical sense, to denote a bill upon which it is safe: 
to il:!sue currency, it is a very different matter indeed, fol' 
then a" good bill" can only meau one generated by a auccessful 
operation 

43. It is not a little remarkable that Adam Smith adopts 
both the theories of paper currency, which have imposed so exten
sively on the banking and mercantile world, and that within " 
very few pages of each other. The one theory, that which the 
Bank Directors and merchants adopted in 1810 ; the other, which 
is the great currency fallacy of· the present· day. The two: 
theories are utterly irreconcilable and inconsistent with each 
other; the one necessarily leads to the most excessive over-issues 
and depreciation of the paper currency; the other, if carried out' 
in all integrity, would be utterly destructive of the business of 
banking . 

44. What, then, IS the only true foundation of a paper cur. 
rency? Every considcration of ·sound reasoning and science, 
proves that the only true foundation of a paper currency is that 
substance which is the legal or universally accepted representa
tive of Debt, i.e., of services due, whatever that substance be; 
Now, among all civilised nations, gold or silver bullion is the 

72 
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acknowledged representative of debt. Oonseql.lentIy, gold pr 
silver bullion is the only true basis of a paper currency. Among 
all 'civilised nations the weight 0/ bullion is the acknowledged 
measw'e 0/ vahte, and, consequently, bullion is the only true basis 
of the "promises to pay." Mllny unthinking persons declaim 
against the absurdity of founding a paper currency upon the 
commodity of gold bullion rather than any other commodity, such 
as wheat, or silk, or sugar. But it is not as a commodity that 
lmllion is the basis of a paper currency, but as the substance 
which is the a.ccepted representative of debt. It would be perfectly 
possible to make a yard of broadcloth, or a Dutch cheese, the 
symbol of debt, and the measure of value; then broadcloth or 
Dutch cheeses would be the only true basis of a paper currency; 
and to issue paper upon the basis of bullion wonld, in such a case, 
be as improper as to issue paper on the basis of broadcloth, or 
Dutch cheeses, under existing circumstances. Bu~ all nations are 
agreed that bullion is better fitted by nature for such a purpose 
than broadcloth, or Dutch cheeses; and, consequently, as it seems 
to be the substance pointed out by nature herself for representing 
debt, it is the snbstance which forms the only true basis of a 
paper currency 

45. Bullion, then, as the symbol of debt, is not only the sole 
proper basis of a paper cunency, but is the only true regulator of 
its amount. .AB all paper currency is a "promise to pay" gold 
or silver bullion at some definite time, it is quite evident that the 
"promises to pay;' floating in a nation must bear some proportion 
in quantity to the actual quantity of the bullion. It is quite im
pOEsible to fix any definite proportion, because that depends upon 
a multitude of pecllliar circumstances. Experience is the only 
guide on the subject 

46. Specie and credit, or money and promises to pay money, 
then, form the only true circulating medium or currency, and 
they are its limits. If the limits of specie and credit are once 
transgressed, we plnnge at once into the dread abyss of Lawism, 
and there is no logical goal till we arrive at the assignats of li96, 
or the issues in America in 1837 j and even these did not rench 
the flllllimits allowed by the theory. It is impossiLle to exceed 
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the boundaries of money anll credit by a single iota, without 
involving this absurdity-that we call bU!I a thing al/d keep the 
price of it as well 

47. Money and credit, then, must always increase and decrease 
together. If a man's real capital is reduced from £1,000 to £100, 
it is quite clear that he cannot safely keep in circulation as many 
"promises to pay" as when he had £1,000, and if his real 
capital is leaving him, he must rednce his liabilities in a similar 
proportion. If he chooses to spend £500 in buying commodities, 
such as corn, it is quite clear he cannot spend the money, buy 
the commodity, and have the price as well. Now, what is true 
of a 'single individual is equally true of a bank, or of a nation. 
When an ordinary bank feels a drain upon its bullion, it must 
rcdnce it liabilities, its "promises to pay," 01' else the ruin of 
. that bank is certain. Now, some people think, that though this 
must be true of private banks, yet it is the reverse of true applied 
to the Bank of England,and that, as its bullion decreases it ought 
to iI/crease its issues. Sir Archibald Alison fl'equentIy reminds 
us of the truism that the saJlle great law regulates the fall of a 
pebble and the motion of the planets. So we may say that the 
same great law regulates the relations between the credit and the 
capital of the. humblest individual, the smallest bank, the Bauk 
of EnglaI)d, and the British nation. Some people think that as 
capital decreases credit should increase. What makes the credit 
of Great Britain so great? Because her capital is so great. 
Why is the credit of Russia so low? . Because her capital is so 
small 

48. The operation of reducing" issues" or " advances," is 
always one which will exeite much complaint, and requires to be 
done with much delicacy; and, indeed, the great problem in 
regulating the paper currency, is to discover the tl'Ue mode of 
acting upon it, so as on the one hand to maintain always its uni
fprmity in value with the coin it represents, and on the other not 
to contract it too suddenly and violently, and without giving the 
'Public sufficient warning to enable them to reduce their liabilities' 
ill proportion 
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49. From the amazing confusion of language ·and thought 
which pervades almost aU treatises on monetary science, the pluin 
and obvious method of controlling the paper currency has almost 
entirely eluded observation. No person who apprehended the 
true nature of banking, and expressed it in simple langnage, 
could fail to see the natural controller. The main bnsiness of 
commercial banking is. discounting mercantile bills-that is buy
ing debts. DiscollUting a bill for a merchant is not lending him 
money but buying a debt due to him; and the price of such debt 
must follow exactly the same laws as the price of corn, or any 
other article. If money is very scarce, and wheat very abundant, 
the price of wheat must fall; ifwoney is very abundant, the price 
of wheat will rise. The price of debts obeys the same rilles. If 
money becomes VCl:y scarce, the price of debts must fall, i.e., the 
discount must rise. If specie becomes abundant, the price of 
dcbts will rise, i.e., the discount will fall. The price of debts, 
then, must follow the same great laws of nature that the price of 
wheat does. Now, does not every man of common seuse know 

. that it is the most foolish and insane thing to try to control the 
price of wheat? As we have shewn in another place, it is not the 
fluctnation of the price of wheat that is the evil, but it is only the 
dgn of evil. The real evil is the change in the proportion of the 
demand and supply, and the fluctuation of the price is the grand 
natural corrector of the evil. Does not everyone know that a 
high price of corn is the way to aUraet corn where it is deficient, 
and a low price the way to repel it from where it is already too 
abundant? Does not· everyone with common scnse know that it 
is the most fatal folly to force down the price of wheat when 
there is a real scarcity, and to sell it below the price it would 
naturally attain? Can any course. be more suicidal P 

50. Now, apply all the arguments which suggest themselves 
so irresistibly in the case of wheat to the case of credit, or the 
purchase of debts, and the same results follow ... The same g\'ea~ 
law of nature operates to preserve the due proportion between 
specie and credit nnd any interference wilh this grea~ law mus~ 
necessarily be attended with the same evil consequences as an 
interference with the natural price of wheat. And yet aImos~ all 
legislation up to a very recent period, and almost all writers on 
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political economy, and .too mun'yof the comme~ial world, Were 
in a perverse combination to thwart this great law of nature, and 
attempt to keep the rate of discount, or t.be price' of debts~ fixed 
at a uniform scale I 

51. While, therefore, the greater part of commercial com
plaints are levelled against variations in the rate of discount as 
the great evil, the truth is, it is only the liig" of the evil. The 
real evil is the altered proportion between specie and credit, and 
a variation in the rate of discount is the grand natural corrector 
of the evil. To attempt to keep the rate of· discount nniform, is 
~o thwart and contravene the laws of ·nature just the same' as an 
attempt to fix the price of wheat. Like all true laws of natnre~ 
the simplicity, beauty, and perfedion of its action is marvellous, 
and it produces a multitude of results which are not perhaps very 
obvious at first. If specie is leaving the conn try and becoming 
scarce compared to credit, every principle of nature shews that 
the value of money must rise, i.e., the rate of discount must rise; 
and this has a tendency to prevent the outflow of buHion, and to 
attract it from abroad; on the other hand, if specie be flowing 
into the country aud likely to become too abundant compared to 
credit, a fall in its value, or a fall in the aate of discount r~e18 it 
from the country. If a nation be visited with a great failure ot 
the crops it can only buy such food from foreign countries with 
~ts commodities or its money; it cannot send its credit in pay-:
ment abroad. Now, if commodities are too dear, it must pay with 
money, and credit in this country is the great producing power, 
and credit fur a time is a great sustainer of prices by enabling 
people to withhold their commodities from. the market. Now, 
raising the rate of discount curtails credit, forces sales, and thereby 
lowers the prices of commodities, and makes it less profitable to 
export specie,' and more profitable to export goods. Moreover, 
this rise in the value of money here, i.e., the low price of debts 
and commodities, tempts bnyers from neighbouring countries to 
bring their money here. It thns causes an inflow of bullion and 
restores our currency to a uniformity of value, with that of ncigh
bouring countries. Again, if this nation bas to, spend a great 
part of its money in buying foreign corn, it is. quite clear that it 
has not got so much to spend in purchasing goods; an over-pro-
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duction of goods, therefore, can only end in a disastrous fall in 
prices. And here, too, the beautiful action of this great law of 
nature is manifest. So enormous a proportion of the commodities 
of this country ltre produced by the credit system, tbat a rise in 
the rate of discount just hits profits between wind and water, as 
we may 1:Iay. Consequently, a rise in tbe rate of discount retards 
Rnd curtails production in proportion to the diminished consnm
jng po~ers of the nation, and so prevents such a ruinolls fall in 
prices as would necesslrily follow an undiminished production, 
accompanied by a diminished power of consumption 

52. In facL, when a commercial crisis occurs in a country, 
it inrariably lueans that more persons are wishing to sell than 
there are per.;;ons to buy, or, at least, at remunerative prices. A 
commercial crisis invariably arises from a lack of purchasers 
which is, in fact, over-production. True prudence, therefore, 
shews that in all commercial crises,prodll,ction should be curbed. 
It is much better not to produce at all, than to produce and be 
obliged to sell at a loss. To produce; and be obliged to sell below 
the cost of prodnction, is loss of capiLal. It is better, therefore, 
not to employ the' capital at all than to lose it. Raising the rate 
of discount, therefore, acts as a timely warning to prodncers to 
hold hard. It is necessary to dispose of the stock already pro
duced, before producing more, and if the strerun of sale is stopped 
while production continnes, it can only end in a more aggravated 
fall at last . 

53 •. Now, what is the necessary consequence of an attempt 
to thwart this great law of nature? In time of scarcity of food, 
and a necessary export of money to buy it, if the rate of discount 
be kept unnaturally low, nothing but money will go; commodities 
are too dear, they will not go. Again, money being kept at an. 
unnaturally low rate here, no one will bring it here from neigh
bouring countries; consequently, great quantities of money will 
go out and none will come in, till at last the circulating medium 
will be nothing but "promises to pay," and no money to pay them 
with. Then, at last, violent convulsions, total destruction of credit, 
every one wishing to sell, and no one wishing or able to buy 
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·54. On the other hand, if, when specie is flowing in with 
too great abundance, it be not repelled by a due diminution in 
the value of money, i.B., a fall in the rate of discount, it will 
continue to do so until it is so superabundant that a violent fall 
takes place. Persons who are accustomed to depend 011 the 
incomes they derive from the interest of money, suddenly find 
that their means are seriously diminished. In the year 1824 
there was such a plethora of capital in the country that the 
Scotch banks gave no interest on deposits; after 1824 came 1825. 
Then wild speculations find favour in the public mind, promising 
higher profits; and then the community goes -through the cycle of 
bubble speculations~ extravagant credit, ending in a commercial 

_ catastrophe. We may feel quite certain that if during the various 
crises this cO!Jntry had passed through, there had been more 
attention paid to observe the natural rate of discount, instead of 
thwarting the course of nature, though the variations would have 
been more frequent, they would have been less violent and ex
treme. If specie is coming in with too great speed it is good to 
lower the rate of discount quickly to prevent it getting lowel' ; if 
specie is going out too rapidly, it is good to raise the rate quickly 
to prevent its being higher 

55. Such, however, is the perversity of man, that many 
think that a uniform and invariable rate of discount is the great 
thing to be preserved, no matter what nature may say to the 
contrary, and their ingenuity is racked to devise a plan for always 
keeping it so, just as if the governor of the steam engine ought 
always to revolve with uniform velocity. Now, the inevitable 
consequence- of taking these meaus to thwart nature will be, that 
when specie is scarce, it will be repelled by a lower rate than the 
natural one; when it is already too abundant, it will be still 
further attracted by a rate higher than the natural one· 

56. The extreme anxiety of persons to obtain an impossible 
object, always to have _the power of selling debts due to them at 
a uniform rate, has led to a very prevalent theory, which seems 
very innocent and simple. It being desirable always to maintain 
the currency at a. uniform amount, they propose that, as gold 
goes out, papel' should be issued to supply iti! place. This theoil 
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is adopted· by Sir Archibald Alison, who says, nfter condemning 
the theory tliat gold and paper must vary together-

"The true system would be just the reverse. Proceeding on 
thc principle that the great object is to equalise the currency, 
and with it prices and speculations, it wonld enlarge the paper 
cun"ency when the precious metals are withdrawn, and credit 
is threatened with II stoppage, and proportionately contract it 
when the precions metals return, and the currency is becoming 
adequate without any considerable addition to the paper" 

57. There would be certainly something specious in the idea 
of issuing bank notes to supply the place of the gold that went 
out if, nnfortunately, it had not been tried over and over again, 
and been attended nnfortunately with a catastrophe. When gold 
was leaving the country in vast quantities in 1796, the Bank of 
England still maintained its issues, against its own will, it is 
true, but yet the fact illustrates· the prillciple, and the coose
quence was the suspension of cash paymeotsin 1797. When the 
Bank had got right again in 1817, a drain for foreign loans 
began, and the bank extended ita issues in 1818, and the con
seqnence was the second suspension of cash payments in 1819. 
In 1824 when bullion was depar.ting from the country like a 
flood, Lhe Bank extended its issues; then, when it saw itself right 
in the vortex of bankruptcy, it suddenly altered its policy, and 
the result of all this was the catastrophe of 1825. In 1838-39, a 
similar drain occnrred, the Bank with mar\"ellous perversity, 
maintained its rate of discount considerably below the market 
rate, aurl the result was the monetary crisis of 1839. In 1847, 
there was the same error and the same. result. Surely these 
instance, are enough to destroy this fatal delusion 

58. In fact, Sir Archibald, and the great body of public 
writers who share these sentiments, wholly mistake the object 
to be sought for iuso delicate and artificial II machine as II paper 
currency. The object to be aimed at is not to preserve a unifOl'1ll 
rate of discount in this country, but to maintaiu II uniformity in 
the value of the British currency with that of other countries. If 
mouey is made artificially cheap in this country, that is, cheaper 
thani!; is in neighbouring countrie!, persOIlS in this country will 
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UjJorl it to where ik is of greater value ; they will buy foreign 
securities, they will import foreign commodities. On the othCl" 
hand, foreign nations will flood this couutry with their securities 
-just as the Americans did in 1839, when the Bank kept down 
the rate of discount below its proper· level-because they can 
sell them at a better price here than iu their own country. If a 
man wishes to 'Sell a horse, and my neighbour ·will only give 
.£90 for it, and I will give .£96, he; of course, will sell the horse 
to me, and take away my cash. So, when the Americans wished 
to sell their· debts, and found that in their own country they 
could ouly get .£90 p3r cent. for ·them, whereas they could get 
.£ 97 per cent. for them in England, as· a natural consequeuce, 
they sent them to England for sale, and took away the cash. The 
onlrway for England to have stopped this would have been to 
give no more for thCl:e securities than the Americans would them
selves; iu other words, to maintain a nniformityin value between 
the currencies of the two countries 

59. When the foreign exchanges are nnfavourable to this 
country, the simple meaning of that is, that it is profitable to 
export gold. Now, where is the gold got from for exportation? 
From the Bank of Eugland. And how is it got from there P By 
gettiug hold of the Bank's .. promises to pay" gold on demand. 
Now, when tl!e.Bank of Eugland knows that a multitude of per
sons are trying to get hold of its .. promise a to pay" for tIle 
purpose of demanding gold for· them, to carry out of the country. 
would it not be the height of folly in the Bank to be multiplying 
its "promises to pay" in all directions, and selling them cheap l' 
This would be exactly as· wise as if the captain of a ship, directly 
he saw a storm coming on, were to set all his stndding-sails and 
royals. When the captain sees the tempest approaching, he must 
get down his top-gallant masts and reef his topsails; so, when 6, 

commercial tempest is threatened, it behoves those who pilot the 
vessels of credit to COli fracl their "promises to pay" 

60. The plan propose!! by Sir Archibald, and a multitude of 
nnthinking writers, is, that when gold is leaving the country, 
commissioners should be appoiuted to issue an equal amount of 
inoo~,ertiblc paper, which is to be withdrawn when gold comea 
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back again. "But what "is to be doue ~ith the convertible paper 
already in existence? Is it to be declared inconvertible? For, 
as long aathe rate of discount is depressed, there will be a con
stant demand for gold in exchange for notes, and a corresponding 
amount of inconvertible paper must be issued. Let this wonderful 
theory be put in practice, and the drain will not cease until every 
sovereign hIlS left the country; and, moreover,· they never will 
come, back again. For, as the avowed intention is to keep down 
the rate of discount, and to keep up prices, there is nothing to 
bring the bullion back again. Nothing can bring it back again 
here, except we can sell our commodities or debts cheaper than 
other nations. But it is the avowed intention of these issues to 
prevent that; consequently, no bullion ever will come back 

61. Bnt, moreover, this wonderfnl panacea of all monetary 
ilIs...;....issuing an inconvertible paper cnrrettcy, to snpply the place 
of the gold that goes out-is just our old friend John Law's 
scheme over again, of issuing paper currency based upon com· 
modities. Those w40 advocate this think that the nation can 
send its money abroad to bny food, and haye it as well in the 
form of paper money. Just as if a man. might go into a shop, 
spend his money there in buying goods, and then have it again in 
the form of a "promise to pay." When will this stupendous 
delusion be eradicated from the public mind? If I have aceI'· 
tain quantity of money in my till, I may safely give a "promise 
to pay;" or, if I know for certain that money is coming in to me 
on a certain day, I may give my "promise to pay" at a certain 
date; but when I have actually spent my money, and it is gone 
away from me for ever, to think that I could then grant a "pro. 
mise to pay" worth anything, is an idea which savours little of 
sanity. In 1696-97, during the re-coinage of the silver, the Bank 
of England might have issued £1 notes with the greatest ad. 
vantage and propriety for a temporary purpose, because it knew 
that it would shortly have the money to pay them with; but 
when the money is gone from the Bank to buy corn abroad, it 
,vould be the most daugerous folly possible to issue notes to supply 
the place of gold 

62. But there are several other considerations which point 



THE ABSURDlT.Y .OJ!' THIS PLAN 285 

out that. the ~ate of discou~t is the true method of:R()tingupon 
the paper currency. As soon as the exchange becomes so nn
favourable as to make it profitable to export gold, an immense 
number of bills are fabricated for the purpose of being sold for the 
sake of the premium; and these will continue to be fabricated as 
long as the rate of discount is kept. below that. of neighbouring 
pOllutri.cs; now, raising the rate of dis.count strang)es _all such 
operations i!l the birth. If only the. numerical amount of notes 
he looked to,.and the rate of discount be kept ~o\Vn, tpese sp~cu
lators may get ~heir bills passed, while legitimate trade" bills may 
be refllsed. . A moderate rise in the rate of discount \vill never 
~nfli<?t any real inJurj on trade at all equai to the refusai to dis
count trade bills altogether; and that is the result which has 
!Jlways ensued from a perseverance iIi keeping down the value of 
money below the natural level 

63. Moreover, when the nation'~ actually obliged to spend 
its money in buying foreigu corn, or on auy other object, such as 
war, it is quite impossible that i~ can ha-re so much money to 
spend 'upon other things; its consuming powers, therefore, are 
Q.iminished; i~ ~ust ~conomise in other things. 'Now, if the 
rate of discount is kept below' its natural level, itstiniulates and 
encourages production so much beyond the powers of consumption: 
that it must necessarily terminate in an aggravated fall in prices. 
A timely raising of the rate of discount is~ therefore, 'a warning to 
producers to contract their operations gradually. But keeping it 
unnaturally low lulls .them into false security; they 'maintain 
their engagements on credit on an nndiminished scale~till at' last 
the Bank, for its own safety, is obligildto pull uP.ona .sudd~n-:-:
to bring up all standing. Then follows a total refusal to diScount, 
commercial panic, and ruin . 

64. It is, then, an incontrovertible fundamental truth in 
monetary science, that specie and credit form the circulating me
dium, and that they must increase aud decrease together. An 
increase of currency, without an increase of debt, has no effect but 
to diminish the value of the currency. The same thing happens, 
if, when debt is destroyed, currency is not destroyed with it. If 
1\ metallic currency increases faster tha,n debt. nature provides 8 
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remedy-it is immediately exported. But;, with an inconvertible 
paper currency, this cannot happen, and when debt IS destroyedj 
currency remaius in circulation; when this goes on for any 
lcngth of time, or to any extent, the inevitable result is a depre
ciation of the paper curr~ncy, which_ is shewn by the rise of the 
market above the Mint price of gold. This was eminently ex
emplified in England -in the years subsequent to 1810. The 
extravagant speculations were followed by an enormous destrnction 
of capital; -but the currency which was issued to represent it 
remained in circulation, and soon manifested itself in a rapid fall 
of the value of paper.. It was impossible that paper ever should 
right itself, unless thi~ superfluous currency was destroyed. It 
is 'recorded that. an Irishmal!- once: having taken a dislike to II 

banker, in order to 'spite him,collected II number of his notes and 
burned .them. It would have been an excellent thing for the 
country baukers of Englan~ in.1814-15; if some one had done the 
same kind office for them. The quantity of paper currency was 
so excessive, compared to what it represented, that nothing could 
restore it to its par value but the destruction of a large portion 
of it; and this was brought about by the destruction of the 
issners of it i and, when this was done, the value of the remainder 
ros~ to par 

65. We have gone .over most of the theories of cUITency 
'\lhich have attained the greatest practical importance. That 
ther~ are others, is true; but they have generally been confined 
to a small knot of fanatics. But, as they seem, at last, to have 
died out, we need not weary our readers' patience by disturbing 
their peaceful oblivion 
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CHAPTER XV 

ON THE DEFINITION OF CURRENCY> 

J. Raving in the preceding chapters completed a general 
survcy of the mechanism of Banking and the Foreign .Exchanges, 
we are now compelled to examine the peculiar system of .Banking 
which is at present established in this country; but; before we do 
so,. ~emust give Ii little time to seLtle the meaning of .the word 
Currency. Most persons engaged iii practical business are 
morbidly averse to" discussions on .the meaning of words, ,thinking 
them to be pure waste of time. But' no science was' ever yet 
founded without' such, controversies,nnd it . is precisely because 
writers on Economics have systematically despised and neglected 
the only means by which a science can be founded, and by which, 
every other great science has been created and established, that 
Economics is at the present moment. in such a discreditable state •. 
In the present case this. investigation is absolutely:indispensable,. 
because the Bank Chaner Act of 1844, which now governs .the 
whole monetary system of the 'country; is expressly founded upon' 
a peculiar definition of the word Currency, and is expressly 
devised to carry out a .peculiar Theory of Currency. In this 
chapter we must therefore investigate and settle the meaning of 
the word Currency 

A very distinguished statesman has said that. the- word 
Currency has driven more people mad thau anything except 
love. Nor, to say the truth, is this very surprising. If we were 
to assemble a company of purely literary men, and request them 
to "Differentiate the Equation to a Curve," we have not, the: 
smallest doubt but that such a mysterious expression might drive 
th~m to despair, whereas any moderately educated school-boy 
could do it at a glance. It is precisely the same with the word. 
Currency. It is a term ofprire Mercantile Law. Any mer-
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cantile lawyer can tell in an instant what the word Currency 
means, and what it includes; whereas, those who have occupied 
themselves with discussions on it, know absolutely nothing of 
Mercantile Law, and ha\"e exactly as much chance of settling 
the meaning of Currency, as they have of Differentiating an 
Eqnation. We have alr.eady given a short account of its true 
meaning, - but we must now investigate the question completely 

2. Our Saxon ancestors ntterly discountenanced and pro
hibited the sale or exchange of an] goods, merchandise, or cattle 
by private sale or bargaiu. It was a matter of fixed policy_ with 
them that no sales should take place except in the presence of 
witnesses. A series of kings made laws to this effect, and as these 
laws are to this very hour in spirit the Common Law of England, 
and are very little known, we may give a little space to quote 
them textually, as constitutional cnriosities 

Thus, among the Dooms, or Laws, which Hlothool'e and 
Eadric, kings of the Kentish men, abont 683 .A.D., established is 
thist-"16. That if any Kentishman buy a chattel in Lunden
wic (London), let him then have two or three true men to witness, 
or the king's wic-reeve. If it be afterwards claimed of the man 
of Kent, let him then vouch the man who sold it to warranty, in 
the wic at the King's Hall, if he know him, and can bring him 
to warranty; if he caunot do -that, let him prove at the altar, 
with one of bis witnesses, or with the kitlg's wic-reeve, that be 
bought the chattel openly in the wic, with his own property, and 
then let him be paid its worth; but if he cannot prove that by 
lawful averment, let him give it .up; and let the _ owner take 
possession oOt "_ 

Among the Dooms of Inc, King of Wessex (688-725 A..D.), is 
thist-" 25. If a' chapmim traffic np among the people, let bim 
do it before witnesses. If stolen property be attached with. a 
chapman, and. be have not bought it before good witnesses,_let 
him prove, according to the wite, that he was neither privy nor 
thief, or pay as wite thirty-six shillings .. 

• Vol. J., p. 49 
t .Ancient Law. and Jnltitutu of E7I91and; printed by command of Willi",n IYo, 

p. 14. We quote the oflicinl translation of the Ao.glo •. Sason 
Urd.,p.lil 
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Among the Dooms of Edward the Elder, BOn of Alfred 
(901-924 A.D.), is thi8--"I. And I will that every man hat"e 
his warrantor, and that no man -bny ont of port,t but have the 
portreeve's witness, or that of other unlying men whom one may 
believe. And if anyone buy ont of port let him incur the king's 
ofer hymes" (i.6., contempt, or hearing and refusing to obey, 
which incurred a penalty of 1208.) 

Among the Dooms of lEthelstan (925-960 A.D.) is- thist
c 10. And let no man exchange any property withont the witness 
of the ree\"e, or of the mass-priest, or of the landlord, or of the 
hordere, or of other unlying- man. If anyone so do, Jet him give 
thirty shillings, and let the landlord take possession of the 
exchange" 

Among the Dooms of Edgar (!l59-975 A.D.) are these-
"4. To el"ery burh let there be chosen thirty-three as 

witnesses 
"5. To small bnrhs, and in e\"ery hundred, twelve; nule<s 

ye desire more 
"6. And let e\"ery mnn, with their witness, buy and sell 

every of the chattels that he may bny and sell, either in a bUlb, 
or in a wapentake; and let every of them when he is first cbosen 
as witness, give the oath that he never, neither for money nor for 
lo\"e, nor for fear, will deny any of those things of wbichhe was 
.witness, nor declare any other thing in witness, save that alonc 
-which he saw or beard; and of such sworn men, Jet there be at 
e\"ery bargain two or three as witnesses" 

Among the Dooms of Ethelred (979-1016 A.D.) is this§
"S. And Jet no man bny or eXchange unless be have bnrh and 
witness; bnt if any so do, let the landlord take possession of, and 
hold the property, till that it be known who rightfulJy owns it" 

Among the Dooms of Cnut the Great (1017-1035 A.D.) is 
thisB-" 24. And Jet no one bny anything above the value of 
four pence, either living or lying, unless he have the tme witness 
of four men, be it within a burb, be it up in the country. For if 

• .datienl LarD. tuo4 I ... tilutu 0/ Englmul, P. 68. 
t Tha~ is Harltet Oven; ill Boman Law, Porlus est eondllSllS 10C1lll qllO importaDtur 

merees et iIIde exporlantlU'. Est et statio eoadusa et mUDi1&. 
S.d..aa.a La",. tuo4 Irulitulu (1/ ERglmul, p. 87. 

t Ilntl., p. 120. . I Ibltl., P. 167. 
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it then be attached, and he have no such witness, let there be no 
vouching to ')Varranty; but let his own be rendered to the pro
prietor; and the aftergild and the wite to him who is entitled 
thereto" 

Among the Laws of Edward the Confessor (1043-1066 A.D.) 
is this·-" 38. Defensum erat eciam in lege, ne aliquis emat 
vivum animal vel pannum usatum sine plegiis et bonis testibu8 
• • • • Et si venditor non potest habere plegios, retineatur 
cum pecunia donee veniat dominus ejus, aut quilibet alius, qui 
juste possit eum warautizare. Quod si aliter aliquis emerit, quod 
stulte emit perdat et forisfacturam " 

William the Conqueror (1066-1087 A.D.) continued this lawt
"45. Nemo emat vel vivum vel mortuum ad valenciam IIII. 
denariorum sine IIII. testibus, aut de burgo aut de villa cam
pestri. Quod si aliquis rem postmodum calumpniatus fuerit, et 
nee testes habuerit nee warantum, et rem reddat et forisfacturam, 
cui de jure competit " 

Also in a Charter granted by him he says t-
"10. Interdicimus eciam ut nulla viva pecuuia vendatur aut 

ematur nisi intra civitates et hoc ante tres fideles testes; nee 
aliquam rem vetitam, sine fidejussore et waranto. Quod si aliter 
fecerit, solvat, et persolvat, et postea forisfacturam 

"11. Item nullum mercatum vel forum sit, nee fieri 
permittatur, nisi in civitatibus regni nostri, et in burgis [clausis] 
et muro villatis, et in castellis, et in locis tutissimis, ubi 
consuetudines regni nostri, et jus nostrum commune, et dignitateB 
corone nostre, que constitute Bunt a bonis predecessoribus nostris 
deperire non possint, nee defraudari nee violari, sed omnia lite, 
et in aperto, et per judicium et justiciam fieri debeant" 

And so also the MiTrour of Justice says, p. 14_" It was 
ordained that fairs and markets should be in places, and that tho 
buyers of corn and cattle should pay toll to the lords' bailiff of 
markets or fairs; that is to say, a false penny of six shilliugs of 
good, and of good, less and of more, more; so that no toll exceed 
a penny for one manner of merchandise: and this toll was given 
to testify the contracts, lor that every private contract was 
forbidden" 

• .AncUnt Law. and Institute. 0/ England, p. 191. 
t Ibid •• p. 209. ~ Ibid., p. 212. 
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S. How long these Dooms' continued. in force we cannot say: 
Mr. Justice Stephen says· that they lasted till the time of Bracton: 
and they are in spirit the foundation of the Common Law at the 
present ho~. It is the established principle of Common Law that 
if any person steals or finds any chattel belonging to anyone else, 
and sells it privately to a third person, the true owner may reclaim 
it from that third person; even though he bought it honestly, and 
gave full value, and had no suspicion that the seller had no title 
to sell it. For the law holds in general that no one can sell what 
he does not possess himSelf; and it does not allow that the true 
owner has lost the property in the chattel or goods, by having 
accidentally mislaid them, or having them stolen from him 

If, however, the thief or finder manages to sell the goods in 
market ,overt, then the bnyer is by common law entitled to retain 
. them against the true owner 

However, bi Statute 24 & 25 Vict. (1861), c; 99, § 100~ it 'is 
now enacted that if the loser prosecutes the thief to conviction, 
then the court may grant a writ of summary restitution to the 
true owner of the property, in whose ever hands it may be, even 
though he may have bought it honestly, and given full value 
for it 

In the City of London every day except Sunday is, by ancient 
custom, market day; and every shop is market overt for the goods 
which are usually sold there, bnt for no others. It was held by 
all the judgest-" that if plate be stolen, and sold openly in a 
scrivener's shop on the market day (as every day is a market day 
in London except Sunday), that this sale should not change the 
property; but the palty should have restitution; for a scrivener's 
shop is not a market overt for plate, for none would search there 
for such a thing; et BU; dB Bimilibu8, &c. But if the sale had 
been openly in a goldsmith's shop in London, so tha:tany one who 
stood or passed. by the shop might see it, then it would change 
the property. But if the sale be in the shop of a goldsmith, 
either, behind a' hanging, or behind a cupboard upon which his 
plate stands, so that one stood or passed by the shop could Dot see 
it, it would not change the property; or if the sale be not in the 
Bho~, but.in the warehouse, or other place of the houSe, it would 

• History 0/ the OriminaZ Law, Vol. 111., p. 129. 
. t Th~ case o/.Market Overt, 5 00: 83 b., Hi7.., 38 Eli:<. 

v2 
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not change the property, for that is not in market overt, and none 
would search there for his goods. So every shop in London is 
market overt for such things only which by the trade of the 
owner are put there to sale" 

But in country towns only those days are market days which 
are appointed by law or ancient custom; and those places only are 
market overt for any goods, merchandise, or cattle, which are 
expressly appointed for the sale of such articles. And, conse
quently, all sahis of any articles made in any other than such 
places are void against the true owner, if the articles be not the 
property of the seller. The same rule also holds good with regard 
to pledging stolen goods with a pawnbroker, or other person. We 
might, if necessary, illustrate these doctrines by several recent cases 
but that would occupy too much space in such a work as this 

4. Such is the law with regard to all kinds of goods, mer· 
chandise, and cattle. But with regard to Money the case was 
always different. If a person stole or found money belonging to 
anyone else, the true owner could compel him to give it up, if he 
could prove the fact, and identify the money. But if the finder 
or thief paid away the money in the ordinary course of business; 
as if, for instance, a shopkeeper sold goods to the thief, and took 
the money in the ordinary course of his business, without knowing 
that it was stolen, then he could retain the money against the true 
owner, even though he could identify it. That is to say, the 
property in the money passed along with the honest possession of 
it in every sale or exchange. And from this peculiarity money 
was said to be Current, i.e., that the property in it passed by 
delivery. And this was necessary by the very nature of com· 
merce, because no transactions could take place if the seller was 
bound in every sale to inquire into the right of the buyer to the 
money. And from this exceptional property of money, the 
expression arose of the Currency of money, but no one for 
a very long time ever thought of such a barbarism as to call the 
money itself Currency 

But when in the course of time Bills of Exchange, and other 
securities for money, came into lise, it was adopted as a custom or 
usage by the Law Merchant, that the same role should apply to 
them as applied to money; that is to say, that the property in 
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them should pass with the honest possession. It would have been 
a .great impediment to all commerce if the vendor of goods had 
been obliged to inquire into the title of anyone who offered a 
Bill of Exchange or Bank Note in payment of them. Conse· 
quently this principle of Currency was applied to all negotiable 
securities for money 

And so important is this principle of the Currency of 
all negotiable instruments, that in the Statute respecting the 
restitution of stolen property, it is expressly provided that it shall 
not apply to negotiable instruments. . It says*_Cf Provided that 
if it shall appear before any award or order made that any valu. 
able security shall have been bona firlB paid, or ,discharged by some 
person or b'odi corporate liable to the payment thereof, or being a 
negotiable instrument shall have been· bona firlB taken or received 
by transfer or delivery by some person or body corporate, for a 
just and valuable consideration, without any notice or without any 
reasonable cause to suspect that the same had by any felony or 
misdemeanour been stolen or taken, obtained,extorted, embezzled, 
converted, or disposed of, in such 'case the Court shall not award 
or order the restitution of such Security" 

Thus we see that the law has taken the utmost precaution to 
preserve as absolutely inviolable the Negotiability or Cur
rency of all negotiable instruments under all circumstances 
whatever. And if such a barbarism be generally accepted as to 
call money Currency, for precisely the sallle reason all Ne. 
gotiable InstrJ;lmeuts must equally be called Currency; for 
they are equally subject to the same rules of Law, from which 
they derive the name 

6. These doctrines, however, are so important as being at 
the very basis of the whole of our monetary system;. and as they 
have given rise to so many controversies which are yet raging; 
and as they have been so misunderstood and misrepresented by 
literary men who never took the smallest pains to inquire into 
the law of the subject, that we think it will be ~ore satisfactory 
to our readers not to rest satisfied with the preceding exposition, 
but to lay before them the actual decil1iolls of the Courts of Law 
and Equity establishing them 

• 24 & 25 Vict •. (1861), clI, 96, § 100; . 
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We shall therefore demonstrato to our readers as matters of 
pure Commercial Law-

(1.) That aU Negotiable Instruments are subject to the same 
Law regarding their transfer and property liS Money 

(2.) That it is floom this propertyexolusiyely Umt the name 
Currency has been derived 

(8.) That all Negotiable Instruments are Currency as well 
as Money 

1. To ,MtO thai all Negotia'b18 IlIslrument, hav. 11" atlri'bu/. 
0/ Currency, i .•. , ar. sU'bjeet to thl sam. Lalo regardillg tlleir 
trallsfer aB M Olley 

Bank Notes.-(Anonymous, 1 Lord Raymond,738.) A 
Dank bill was payable to A or bearer. A gave it to D. D lost it, 
o found it, and assigned it over to D for valuable oonsiderntioll. 
D \vent to the bank and got a new bill in bis own name. A 
brought trover against D for tho former bill. And ruled by HOLT, 
O. J., at Guildhall, 1608, that an action did not lie lIgninst D 
beoause he had it for a valuable oonsideration 

The lending oasc, however, on the subjeot is thnt of Miller v. 
Rat .. (1 Durr., 41>2). ~'inney, the true owner of a Dallk Note, 
scnt it by post to a friend in the country. Themail was robbed, 
and on the next day the note came into the possesllion of the 
Plaintiff, Millor, for a full and valuable oonsideration, and in the 
usual course and way of his business, and without auy notk'O ot 
the robbery. Finney stopped the note at the Duuk. A short 
time ailcr Miller applied to the Dank for paymeut of the note, 
and delivered it to R:lce, the defendaut, a olel'k in the DUllk. 
Raoe refused either to pay, or retul'n, the note to Miller; and 
Miller brought this lIction to l'Ccover possossion of the note. Lord 
Mansfield ruled, with the unanimous concurrence of the Court, 
that Miller had the right to have the note given back to him 
as his property. because Dank Notes hllve tbe Credit and the 
Currency of money, to all intents lind purposes. An action 
would lie against the finder; that no one disputed: but not after 
the note had been paid aU'ay iI' Currency. Lord Mansfiold snid 
that in the preceding case just cited, th~ action did not lie ngllinst 
the defondant because he took it in the\:ourse of Currency; 
and therefore i~ could not be followed '\ hia hands. U nl"'" 
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shall be followed into the hands of a person who bonlJ.jiilB took it 
in the course of Currency. A bank note is constantly and 
universally, both at home and abroad, treated as money, as CfJ3h; 
and it is necessary for the purposCB of commerce, that their 
Ourrency should be established and maintained 

So in Clo.rke v. 8Me (Cowp., 200), Lord Mansfield said
Ir Where notes or money are paid bonafide, and upon a valuable 
consideration, they shall never be bronght back by the true 
owner; but where they come tnazafide into a person's hands, they 
are in the nature or specific property: and if their identity can 
be traced and ascertained, the party has a right to recover." And 
this doctrine is such firmly established law that there is no need 
to cite any more cases to support it 

Cheques.-In the case of Grant v. ValigM" (3 Burr., 1516), 
Vaughan gave a cash note (i.e., a cheque) upon his banker to B 
in these words, IC Pay to ship I Fortune' or bearer." B lost the 
cheque. The finder, or the possessor of it, four days afterwards 
came to Grant's shop, and offered the cheque in payment of some 
goods he bought. Graut took the cheque in the usual course of 
business, and gave the balance in cash. Vaughan, hearing that 
the cheque had been lost, stopped the payment of it. Grant 
brought an action against him for the amount. Lord Mausfield 
held that the same rule applied to cheques payable to bearer as 
to bank notes. WILMOT, J., said that such bills or notes as this 
are by law negotiable. So also YATES, J., said-"' nothing can be 
more peculiarly negotiable than draughts or bills payable to bearer. 
• . . • It is just the same as a Bank Note." Hence this case 
established that Cheques possess the attribute of Currency, 
exactly in the same way as Bank Notes: and this doctrine is so 
firmly established that it is needless to quote any more cases 

Bills of Exchange.-In Peacock v. Rhod88 (2 Douglas, 
638), a Bill of Exchange indorsed in blank was stolen and nego
tiated. The innocent indorsee for value was held entitled to 
recover against the drawer. Lord Mansfield said-" The holder 
of a Bill of Exchange or Promissory Note is not to be considered 
in the light of an assignee of the payee. An assignee must take 
the thing assigned subject to all the equity to which the original 
party was subject. If this rule applied to Bills and Promissory 
Notes, it would stop their Currency. The law is settled that 
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a holder, coming fairly by a note or a bill, has nothing to do 
with the' transactions between the original' parties. I see no 
difference between a note indorsed blank, and one payable to 
bearer. They both go by delivery,6nd possession proves property 
in both eases " 

The same doctrine was again enforced in Collins v. Marlin 
(1 B. & P., (48), where a bauker pledged some of his customer's 
bills indorsed in blank with another banker, who advanced mOlley 
on them honestly in the usual course of business. EYRE, C. J., 
delivering the judgment of the Court, ssid-" For the purpose of 
rendering Bills of Exchange negotiable, the Right of Property ill 
them passes with the bills. Every holder with the bills takes the 
property, and his title is stamped upon the bills themselves. The 
property and the possession are inseparable. This was necessary 
to make them negotiable, and in this rcspect they differ essentially 
from goods of which the property and the possession may be in 
different persous." And this rule of law is so firmly established, 
that we need not quote any more cases in support of it 

Foreign Bonds.-In Gorgier v; Mieville (3 n. & C., 45), 
the plaintiff deposited a Prussian bond in the hands of his agent, 
to receive the interest on it for him. The bond was made payablc 
to any person who at the time should be the holder of it. It was 
proved that these bonds were sold in the market, and passed from 
hand to hand daily like Exchequer bills. The plaintiff's agent 
pledged the bond with the defendants. The Attorney-General 
tried to draw a distinction between bank notes, billa of exchange, 
and exchequer bills, because such instrnments constitute a Pat:t of 
the circulating medium of the country, but that rule did not 
apply to the bond of a foreign country. Bilt ABBQT, O. J., 
said-" The instrument, in its form, is an acknowledgment by 
the King of Prussia that the sum mentioned in the bond is dU3 
to every person who shall for the time being be tho holder of it, 
and the principal and interest is payable in a certain mode, and 
at certain periods mentioned in the bond. It is, therefore, in its 
nature precisely analogous to a bank note payable 10 bearer, or to 
a bill of exchange indorsed in blank. Being an instrnment,' 
therefore, of the same description, it must be subject to the same 
rule of law, that whoever is the holder of it, has power to give 
title to any person honestly acquiring it II 
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We have now sufficiently established. our first point, that aU 
Negotiable Iustruments are subject to the same rule as money 
"with regard to title by transfer, and we now come to the two 
latter points, which we may conveniently take together 

2. To SnEW that it is this princip16 of Negotiability which 
in Commercial Law exclusi'l.Jely is meant by Currency; alld 
also that all Negotiable Instruments are Currency 

The leading case on this subject is Wookey v. Po16, Bart., &: 
others (4 B. and AId:, 1), and as it is absolutely decisive of the 
question, we must quote it at cousiderable length 

W ookey was proprietor and possessor of an Exchequer bill for 
.£1,000, payable to blank or order. The bill stated that if the 
blank was not filled up it would be payable to bearer 

Wookey sent the Exchequer bill to his brokers, directing them 
to sell it and buy 5 per cent. Stock with the proceeds. The 
brokers disobeyed these orders, and pledged the Exchequer bill 
with Pole & Co., their bankers, and got the full amount of it, 
.£1,000, placed to their credit, without the bankers having any 
knowledge of the terms on which the brokers held the bill. As 
soon as W ookey heard of these proceedings, he demanded the bill 
from Pole & Co., who refused to deliver it up, and afterwards sold 
it and received the proceeds. Wookey brought trover against 
Pole & Co. for .the bill 

W ookey's counsel said the question was whether the Exchequer 
bill was to be considered as money or goods. If it were goods it 
might be followed into the haud~ of a third person, unless it be 
transferred by the owner or under his authority, or by sale ill 
market overt. Money, B~nk Notes, and Bills of Exchange 
could not be recovered from an innocent holder for value, because 
they are the Circulation of the country: but Exchequer bills 
constitute no part of the Cllrrency .of the conntry, nor are 
they Negotiable Instruments 

In giving judgment BEST, J., said-cc The question which 
the Court is called on to decide is, whether Exchequer Bills are 
to be considered. as goods, or as the rel!l'e~en~atives of money; and 
as such, subject to the same rules as to the transfer of the property 
in them as are applicable to money. The delivery of goods by a 
llel'soll who. is n~t· the owner (ex~epl; ill a manner authorised by 
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the owner) does not transfer the right to snch goods: but it has 
long been settled that the right to money is inseparable from the 
possession of it. I conceive that the representative of money, 
which is made transferable by delivery only, must be subject to 
the same rules as the money which it represents. • • • It is 
not because the loser cannot know his money again that he can
not receive it from a person who has fairly obtained possession of 
it j for if his guineas or shillings had some private marks on them, 
by which he could prove they had been his, he could not get them 
back from a bona fide holder. The true reason of this rule is that 
by the use of money the interchange of all other property is most 
readily accomplished. To fit it for its purpose the stamp denotes 
its value, and possession alone must decide to whom it belougs. 
If this be correct as to money, it must be so as to what is made 
to represent money, and Lord Holt has himself so decided. • • • 
It cannot be disputed but that this Exchequer bill was made to 
represent mouey, as much as a Bank Note or Bill of Exchange. 
It was given for a debt due from Goyernment : it is payable (the 
blauk not bei~g filled up) to bearer, and transferable by delivery. 
and is on its face made Current, alia to pal8 in any 0/ 1M 
public revenue8, or at 1M recAipt 0/ tho Exchequer. But it has been 
said that these bills are not used as Negotiable Instruments, as 
bank bills and bills of exchange are, but are the objects of sale. 
I do not see why they should not be used as Negotiable Instru
ments: they are trausferred with the same facility as other bills, 
aud I know from the legislature that they may be used in pay
ments, for the statutes direct that they should be received for 
taxes. We know that bills of exchange are as frequently sold as 
they are delivered in payment; • • • • The receiver never 
inquires from whom they come, further than to satisfy himself 
that they are genuine bills. Indeed, when they are in blank, he 
has no means of ascertaining from whom they come. .'. • It 
seems to be the opinion of L. C. J. Lee, who pronounced the 
judgment of the Court of K. B. in Hartop v. Hoare (3 Atkyns, 
60), that there is no difference between money, bank notes, and 
exchequer bills. • • • • This also gives me the authority 
of Lord Holt for saying that there is no difference between ballk 
and exchequer bills; and the same learned judge has decided that 
bills of exchange pass as money. Should the deposit of this bill 
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with the defendants, nnder the circumstances in which it was 
deposited, be considered as pledging the bill, that circumstance 
will make no difference, if the property in the bill passes by 
delivery." Best, J., then, agreeing with Oollins v. Martin, cited 
above, gave his opinion against the plaintiff 

HOLROYD, J.-" It has been long and fully settled that bank 
notes or biIIs, drafts on· bankers, bills of exchange, or promissory 
notes, either payable to order and indorsed in blank, or payable 
to bearer, when taken bOlla jitl8, and for a valuable consideration, 
pass by delivery, and vest a right thereto in the transferee, with
out regard to the title, or want of title, in the person transferring 
them. This was decided as to a bank note in the case of Miller 
v. Rac6; as to a draft. on a banker in Granl v. Vaughan: and as 
to a bill of exchange indorsed in blank, in Peacock v. Rhotl8s. 
Those cases have proceeded on the nature and effect of the instm
ments, which have been considered as distinguishable from goods. 
In the case of goods, the property, except in market overt, can 

. only be transferred by the C?wner, or some person having either 
an express or implied authority from him; and no one cau, by 
his contract or delivery, transfer more than his own right, or 
the right of him under whose authority he acts. But the Courts 
have considered these instruments, either promises or the orders 
for the payment of money, or instruments entitling the holder 
to a sum of money, as beiug appendages to money, and following 
the nature of their principal. In the one case they are payable 
to the person, whoever he may be, who is the bearer or holder 
of the instrument; and so, also, in the other case, unless the 
payment is restrained by a special indorsement." After quoting 
the judgments in Peacock v. Rhodes and Miller v. Racs, given 
above, he said-" These authorities shew, that not only' money 
itself may pass, and the right to it may arise by Currency 
alone, but further, that these mercantile inStruments, which 
entitle the bearer of them to money, may also pass, and the right 
to them may arise, in the like manner, by Currency or De
livery. These decisions proceed upon the nature of the pro
perty (viz., money) to which such instruments give the right, 
and which is itself Current; and the effect of the instruments, 
which either give to their holders, merely as snch, the right to 
receive the money, or specify them as the persons entitled to 
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receive it. The question, then, is whether these principles apply 
to the present case, or whether this exchequer bill, and the right 
thereto, follow the nature of goods, which, except in market overt, 
can only be transferred by the owner, or under his authority? 
In order to ascertain that, we must consider the nature and effect 
of the instrument, both as to the property which it concerns, and 
as to its Negotiability or Currency by law. In its 
original state it purports to entitle the holder to the sum of £100 
and interest; and the original holder may, if he pleases, secure 
it to himself; but it is payable to the bearer until some name 
is inserted, and when that is done, it becomes payable to such 
nominee, or his order. But if the original holder parts with it, 
or keeps it in blauk, he by that very act, or by his negligence 
if he loses it, authorises the bearer, whoever he may be, to 
receive the money; and so, if he were to insert his own name, 
but indorse it in blank, instead of restraining its negotiability, 
either by not indor8ing it at all, or by making a special indorse
ment, he thereby authorises and empowers any person who may 
be the holder bona fide, and for value, to receive it: and he 
cannot revoke that authority when it has become coupled with 
an interest. Theinstrument is created by the Statute 48 Geo, 3, 
c. 1, and is thereby made Negotiable and Current. By 
§ 2 the Commissioners of the Treasury are to make out exchequer 
bills, in such manner and form as they shall direct: and after 
certain things are done to put them .into Circulation. By 
§ 5 they may be paid in to the receiver of taxes; and in § 13 
are these words-' And for the better supporting the Currency 
of the said exchequer bills, and to the end that a sufficient 
provision may be made for circulatinfl and exchanging the Bame 
for ready mOlley, during Buch time as they or any of them are 
to be Current, the Commissioners of the Treasury are em
powered to contract with persons who will undertake to circulate 
and exchange them for ready money. An exchequer bill is, 
therefore, an instl'ument for the repayment of money originally 
ad vaneed to the public, purporting thereby to entitle the bearer 
to reooive the money put into circulation, and made Current 
by law. It is not, therefore, like goods saleable only in market 
overt, and not otherwise transferable, except by the owner 01' 

undCl' his authority, bu~ is in all those several l'CSpccts similar 
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to bills of exchange. and promissory notes, and transferable in 
the same manner as they are. The case, therefore, stands thus: 
this exchequer bill W8.'3 a Current and Negotiable In
strument for the payment of money • Now mOIiey passes from 
one person to another by reason of its Currency, and for 
that reason only, and not because it has no ear-mark, it cannot 
be recovered from the person to whom it has been passed. The 
exchequer bill, therefore, seems to me, upon the same principle, 
to follow the nature of the money for which it is a security. 
• • • • • This, like the case of a bill indorsed in blank, is 
payable to bearer, where the right arises from the instrument 
itself, and it is not necessary to deduce the title through the 
intermediate holders" 

BAYLEY, J., quite concurred in the doctrine as to bank notes 
and bills of exchange-" A pawnee of goods or chattels, or a 
vendor out of market overt, h8.'3 in general no better title than his 
pawnor.or vendor, and cannot resist the claim of the rightful 
owner: but bank notes and bills of exchange stand upon a dif
ferent footing in this respect from ordinary goods and chattels. 
The holder. bona fids, and for a valuable consideration of a bank 
note or bill of. exchange, has a good title against all the world; 
because, in the case of bank notes, they are considered as money, 
and pass as such, and it is essential for the purposes of trade that 
delivery should give a perfect title, and because in the case of 
bills of exchange this is the law and custom of merchants." 
J. Bayley came to the conclusion that exchequer bills were of .the 
nature of goods, and not of bank notes and bills of exchange 

ABBOTT, C. J., however, agreed with the two former learned 
judges, and said-" I think this i~strument is of the same nature 

. as notes and bills of exchange. • • • • Notes and bills have 
been distinguished from goods in regard to their transfer. for the 
convenience of trade and commerce, and in regard to their being 
mercantile and commercial instruments, and by law negotiable. It· 
may be true that exchequer bills are not so frequently negotiated, 
in fact,.as some other bills or notes; but I think we are to regard 
the negotiability of the instrument, aud not the frequency of 
actual negotiation. • • • • CompUlsion to receive an instru
nient in payment is not by any means requisite to give it the 
character (If a Negotiable Instrument. .No man is compelled 
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to take a bill of exchange in paymenl •• • • For these 
reasons I am of opinion that excheqner bills are nf'goLiable, and 
may be transferred in the same manner as bills of exchange: 
and that in thoee bills, as in b:lls of exchange. the propt'rty 
passes with the possession byet"ery mode of transfer, frand and 
collnsion apart" 

In Ingham T. Primrou (7 C. B. N. s., 85), 'WU,TUllS, J .. 
delivering the judgment of the C-ourt said-" It is, we think. 
settled law that if the defendant had dra1l1l a cheque, and berore 
he had is:.lled it be bad lost it., or it bad been stolen from him, 
and it bad afterwards found ite way into the banda of a bolder 
for l"lllue without notice, who bad sued the defendant upon it., he 
would bat"e had no answer to the action. So if be bad indol'iled 
a bill in blank, or a bill payable to his order, and it bad been lost 
or stolen before be delivered it to anyone as indorsee The 
reason is, tbat such Negotiable Instruments bat"8 by the law 
merchant become part of the Mercantile Currency of the 
country; and in order that this may not be impeded, it is requisiu, 
that innocent bolders for l"lllue should bat"8 a right to enrorce 
payment of tbem a"...mst those who, by making them, bat"8 caJUNl 
IJImJ 10 btl pari 0/ tlI~ Currency. • • • • • U an act 
done with such an intention (u., of cancelling it) by tLe 
maker of a Negotiable Instrument., does not manifest the in
tention on the face of the instrument., it can hardly be main
tained that the Act wonld be of any efficacy, because the 
instrument would nel"erthelesa be apparentll a pan of the Mer
cantile Currency It 

In ~/in' v. Fo,.,l,.. (It C. B. N. 8., %.&8), ERLB, C. J .. 
said-" According to the law merchant., the title to a Negotiaule 
Instrument passes by indorsement and delit"ery. A title 80 ac
quired is good against all the world, provided the instrument is 
taken for l"lllue, and without notice of any fraud· 

'WILLES, J.-" The general rule of law is nndoubted, that no 
one can transrer a better title than he himself possesses; Nemo 
dat quod non babeL To this there are BOme exceptions: one of 
which ariS(:8 out of the rule of the law merchant as to Negotiable 
Instruments. Tlttu btlilg llQrl oJ·1A4 Currency, are suLjed 
to t.he same rule as money" . 

In SJ,uf~ T. r.Qb;n, (1 11. &; 11 .. 133), LoRD TEn"EBDD 
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~b or banhrs' paper as being ran or the Cireulatmg 
Medium of the c\''lnntry 

In Luf T. SMJfl (7 Bing .. !S!). iU~ c.. J .. saiJ
.. The fim q~~ ~ .. ht.~1' the in..~n~nts in di$rut~ ~J 
~nirN from the C\.'lnl'Se or .k'llling pursUt.-d ill the ('it~., the ch.\. 
nrt~ of Bank X"ltes. Bills of E.tthangt'~ Di\'iJ~uJ Walnut.." 
~Il'l'l' Bills. or ~r I~nts .. hicll bm. r:art of the 
Curreney of this Nuntty .. 

And this qnality or Ourreney or N~gotiabillty is 
arrli-d n... .. oall t.) &c1uitid fur l["~1 of all flIl'llts, bu& al$O to 
&,.,.riti\.\t f .. ~ &urit~ fur )1'*'1; IS Scrip to &liwr Bonds of 
a F..n~~ Gvwmment 

III G./ri4 T. RHcrl$,· the JlWn~ lx>ogbl flIl'lDe Scrip or 
F .. 'lreigu Gv~m~nts. thl\'IIl.,,~ a Etoclbn.~. auJ alk>nd. il to 
1\.'Ill3i1l ill his han..ts.. The st"dbrohr fok .... tgN il nnlalffully 
lfith the &klkWt~ R~ L.~~* .! (1,.. .ho ~ ban~rs. as 
~tl f ... 'I:' • J...'IU (I( Ill\.)Q('Y, The stoclbl\\ter' ~~ bankn11'l 
auJ ~-d; and the ck-kndants ~J the St..-riP" the martel 
pn..~ of the~. The pWntiff'suN them fut the &Ill\.'lnnl ~i~ 
by $llCh sale.. The Scrip entitW the bt.-..rer OQ doe p.ayllft'n' t.) 

~Te cldinitiTe &\lhk rarable to ~ from the FM.~" 
Gvwmment:s.. n nil prowd " the tNl that_cc The &-rip of 
loans to ~ ... G~tU'D.~nts entitling the ~I' t~l"Nf to 
&llhls fur the wne amoo.nt. .~ ~ by the G~~ment. 
lw befll1rell k001rll ""- and ~ dt.'all ill by. banhrs, lOODtl 
~ auJ memben of the Engli>b and flnigu sk~k e:tthatlc,~ 
auJ through them bl &he puhl~ fur OWl' fiftl ~ It is. and 
has ~. the usa..'"" of such banhlS, Jl)()Ml ~n. auJ members 
or the stock ~~ during aU thU ti~ ~ buy auJ ~ll sucll 
&Tip. and to adnlK'e ~ of lOODtl Ul'\l\ the .flIl'rority of it; 
bef .. n the Bonds ftft issuN, and to i"'SS the &.-rip uf'Oll ~Il'l-h 
d..'alin.,'"'S by ~ &limylS. n~\liable itNmment transf~rabloe 
by dciiWlY [u..1S Curreney], and this n~~ has alnys ~ 
I\.~~ by the Fl.n4, ... Ou,",-'l1lment or t~ir ~nts d~livering 
the Roods 1r~ll ~-d ~ the ~rs (\f the &''l'ip. This n~"e 
~nd..>d alib tl) &'-rip ~-d by their ...,~nts ill ~-land, and it 
u~ndt.>d l4 the Scrip DOlf ill qu®oo. lfhkh nil b~ly ~l~ ill 

• L. It. (lsrs) Ie EId.. 1'$; .Elo:l. n. m. s:! L. T. N. S. EId.. Ult., IS L. T. N.' 
LeA. n.. r.1.. .. L.l. N. S. Lad. $T. LeA. C.'1.1$7. 
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as above mentioned. Such Scrip often passes through the hands 
of several buyers and dealers in succession before the issue of 
the Bonds represented by it " 

l'he Court of Exchequer held that this Scrip possessed the 
attribute of Currency, or Negotiability, exactly the same 
as the Bonds themselves; and this judgment was affirmed by 
the Exchequer Chamber on the last day of its existence, July 
7th, 1875 

6. We have thus laid before our readers an authoritative 
exposition of the true legal meaning of the word Currency, 
and the subjects which are included in it. We see by a series of 
decisions, which are now the established Commercial J~aw of the 
country, that the word Currency means simply Negoti
ability, and nothing else, i.e., that the property and the honest 
possession of those things which possess this exceptional attribute 
are inseparable,' contrary to the general principles of the common 
law regarding stolen goods, merchandise, and cattle. And what 
does this exceptional class of articles include? Why, Money, and 
all Negotiable Securities to pay money of all Borts and forms, 
bank notes, cheques, bills of exchange, promissory notes, bonds of 
all sorts; in fact, money, and every kind of negotiable engagement 
to pay money 

It will be seen, then, that in strict legal phraseology the word 
Currency can only be applied to those rights which are 
recorded on some material. An abstract Right cannot be lost, 
mislaid, or stolen, and passed away in commerce. But if it be 
recorded on some material substance, it may then be lost or stolen, 
and sold like any other material snbstance: and the word Cur
.i'ency, then, simply refers to Borne legal rules relating to the 
transfer of the property in it, in the case of its being stolen aud 
passed away in commerce. For an obligation to be capable of 
being Currency in law, it must be recorded on some material 
so as to be capable of being carried in the hand, or put away in 
a drawer, and dropped in the street, and stolen from the drawer 
or from a man's pocket, and carried off by the finder, or thief, 
and sold like a piece of goods. The word Currency has no 
refcrence whatever to any property it has of paying, discharging, 
and closing debts 
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Nothing, therefore, can be more nnphilosophical prima fat~ 
than to designate the articles themselves by the name of Cur .. 
rency, becanse they possess the attribnte of Currency. It 
is quite common to speak of the Currency of an opinion; but no 
oue ever yet, that we are aware of, thought of calling the opinion 
itself Currency. It is quite usual to speak of the Cnrrency of the 
Session of Parliament; but nobody e~er called the Session itself 
Curreucy. This very confusion is also used in speaking of bills 
of exchange; because it is a common expression to speak of the 
currency of the bill, meaning the tlinB during which it is Current; 
whereas the bill itself is called Currency because the property in 
it passes by delivery. It would be just as rational to call a horse 

, a velocity, or a wheel a rotation, as to call money Currency; and 
we have shewn that in the earlier legal reports no one ever 
thought of such a barbarism 

Nevertheless, if the force of public usltoO'C is 'too strong to be 
shaken, and the word Currency is too firmly established as 
the designation of a certain class of articles to be rejected, we 
must disregard its literal legal meaning, and observe its philo
sophical sense; because there is an enormous mass of Credit, or 
Rights, which is not embodied in any material instrument, and 
which, therefore, cannot be lost, stolen, or passed away in com
merce without the owner's consent: and, consequently, though 
these cannot be subject to the legal rules of Currency, they 
perform a gigantic part in commerce, just in the same way as if 
they were recorded on paper 

Taking a banker and his customer as the standard case of 
debtor Rnd creditor, if I hRve a right of action against my banker' 
for money, it makes not the slightest difference in the nature of 
the Right whether it is recorded on paper or not. If I wish t() 
transfer the right to some OIie else, I may do it by means of a 
bank note or cheque, or a verbal order to my blinker to transfer 
a certain .. quantity of the credit in my name to some one else's 
name. We have already shewn that in Roman law, where written 
instruments were not used, the credit()l', the debtor, and the 
assignee were obliged to mee.t, Rnd the creditor transferred the 
debt orally to the assignee. This was a valid transfer. And 
such a mode of proceeding is a valid transfer in English Law at 
the pr,esent day. But in a vast Dnmber of cases this is a very 
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clumsy' and inconvenient way of transferring debts. It is infi. 
nitely more contenient to do it by wtiting. But whether the 
transfer be effected orally or by writing, it can make no possible 
difference in the nature of the Right. Consequently, if I have 
a Right against my banker, and if J write a cheque for the 
purpose of transferl"ing this Right to some one else, this docs not 
affect the nature of the existing Right: it is nothing more thun 
a convenient way of transferripg it to some one else. Wl"iting a 
cheque does not create a new Right; it merely records on paper 
an existing Right. And it equally exists whether it is recorded 
on paper or not. Payment, therefore, by means of a bank note, 
a cheque, or a bank credit, is absolutely the same. Now, bank 
notes and cheques are Currency in strict legal phraseology; lint 
bank credits are not Currency, because they caunot be lost, mis. 
laid, stolen, and passed away in commerce without the consent of 
the owner 

So, also, of a book credit, or book debt, in a tradesman's 
books. If I buy goods from a tradesman on credit, that credit 
has performed exactly the same part in Circulating the goods 
as money: because we have expressly defined Circulation to be 
the sale of goods for money or credit, and the credit has been 
equally the medium of circulation, or sale, whether it is recorded 
on paper or not; but it is not Currency, because it cannot 
be dropped in the streets, stolen, and transferred to some one else 
by mannal delivery 

If, then, we are compelled to adopt this barbarism, and employ 
the word Currency as a philosophical term, it must most 
manifestly be extended to include bank credits or deposits, book 
credits, and verbal credits of all descriptions 

And this is exactly what commercial law does. It treats any 
form of credit payable by a banker on demand, as money or cash, 
no matter whether it be a bank note, a cheque, or a bank credit. 
They are all, in the eye of the law, equally payment: that is, 
none of them are legal money: that is, a debtor cannot compel 
his creditor to take them in payment of a debt: bnt if he chooses 
to do 80 withont objection, they all stand on exactly the same 
footing as payment. The case of bauk notes is so well known 
that we need not cite any authorities. With regard to cheques, 
Lord Mansfield said, in Grant v. Vauglutn, that a cheque is the 



MEANING OF CURRENCY 801 

lIame thing as a bank note. In PeareB v. Davis (1 Moo. & Rob.), 
PATTESON, J., said that a cheque "operates as payment until it 
has been presented and refused." So in Jo.nes v • .Arthur (8 Dowl., 
442), COLERIDGE, J., held that tender of payment by cheque is 
good unless objected to on that account. Also in Beval' v. Hill 
(3 Camp., 381), where a person having accepted a cheque in pay
ment, and lost it, and the banker failed, having funds to meet the 
cheque, Lord ELLENBOROUGH held that the chequ~ was payment 

And the very same doctrine is true regarding a Bank Credit 
or Deposit. In Gillard v. WisB (5 B. & C., 134), HOLROYD, J., 
said-"The defendants, instead of sending a clerk to receive cash 
for the notes, sent them to the persons who ought to have paid 
them; but they sent them, not for the purpose of being paid in 
money, but of being placed to their credit in account. When 
that credit was given, the ~egal effect was the same as if the notes 
had been paid to them in money" 

Thus a Right of action against a banker ,payable on demand 
is, in commercial circles, considered as money, or cash, whether 
it be in the form of a bank note, a cheque, or a bank credit: and 
though, of course, in the strict legal sense, only the tWQ former 
can be Currency, yet, in a philosophical sense,if we are com
pelled to adopt the word, all three forms must be Currency 

7. And so, in other points of Law, Bank Notes ~nd, Bank 
Credits are held to be included in the term money, or cash. In 
the case of Lord .Ayl.esbury's Will, Lord Hardwicke held that 
bank notes passed under the title of cash: and in Miller v. Raco; 
Lord Mansfield said-" Bank notes pasa by a will which bequeaths 
all the testator's money or cash" • 

But the very same doctrine is held regarding a Bank Credit, ' 
or deposit, or a 'balance on a banking account. _ Thus, in Vaisey 
v. Reynolds (5 Russ., 12), the testator bequeathed" to his wife 
all his book debts, monies in hand; and to his executors all his 
monies out at interest or mortgage, notes .of hand, or any security 
whatsoever." Lord LYNDHUUST said-" The testator has referred 
to two descriptions of mon~y, monies in hand, and monies out at 
interest or mortgage, notes of hand, and other securities. The 
balance in the banker's hands, though it carries interest, was not 
out !'t interest or" security, and it was in the same Ol'der and 

x2 
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disposition of the testator, as if it had been deposited' in his own 
drawer. It must be inferred that the testator meant to pass it by 
oue of the two descriptions which he has used. In no sense was 
i~ money on security, aud in a reasonable sense it was mouey in 
hand, and passed therefore to the wife" 

So, in Taylor v. Taylor (1 Jurist., 401), where the testator 
bequeathed all his ready money, Lord LANGDALE said-" It is 
true that in strict legal language, what is called mouey deposited 
at a banker's is nothing more than a debt, and canuot be called 
ready money, but in the ordinary language of mankind money at 
a banker's is called ready money, and we must construe a will 
according to the ordinary language of mankind" 

Again in Parker v. Marchant (1 Y. & C., 290), BRUOJ!l, V.C., 
said-" Undoubtedly an ordinary balance in a banker's hands is, 
in a sense, a debt due from him-certainly he may be sued for it 
as a debt. But it may be equally true that in a sense it is ready 
money. • • • • The term • debt,' however technically correct, 
is not colloquially, or familiarly applied to a balance at a banking 
house. No man talks of his banker in that character being in. 
debted to him. Men speaking of such a subject say that they 
have so much at their banker'S, or so much in their bn.nker's 
hands, a mode of expression indicating virtual possession, rather 
than that right to which the law applies the term c!toss-lit-action. 
• • • • Agreeing that the term (ready money) is applicable 
to money in the purse, or the house, I cannot agree that it is con. 
fined to money so placed. Money paid into a banking house, in 
the ordinary mode, is so paid for the purpose of being not safe 
merely, but ready as well as safe." And, consequently, the V. C. 
held that a Bank Credit, or deposit passed under the term" ready 
money." And this opinion was confirmed on appeal (1 Phil., 856) 
by Lord LYNDHURST-" Nobody can doubt that in the ordinary 
use of language, money at a banker's would be considered as 
• ready money.' Everybody speaks of the sum which he has at 
bis banker's as money: 'my money at my banker's' is a usual 
mode of expression. And if it is money at the banker'S, it iR 
emphatically ready money, because it is placed there for the 
purpose of being ready when occasion requires: it is received 
upon the understanding that it shall be so ready. If a man goes 
to his banker, the money is counted out to him on the table. If 
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he sends an order for the money, it is counted out to his servant, 
or the person in whose favour that order is made. I consider, 
therefore, that it is strictly 'ready money' according to the 
ordinary acceptation of those terms among mankind" 

So again in Manning v. ?ttrcell (2 Sm. & Giif., 284), the 
question was whether a balance on a current account, and a 
balance Oil a deposit account payable on demand, passed under 
the word moneys in 1\ will, STUART, V. C., said-" The question 
as to the next subject of gift which the plaintiffs deny to be in
cluded in the gift; of 'moneys,' is as to the balances of the testator 
at his banker's. The testator seems to bave had balances upon 8 

current account, and balances upon a deposit account. Now. the 
balance upon the current account certainly passed. It is also my 
opinion that the money, the evidence of which was the deposit notes, 
also passed under the description of moneys. It has been main
tained in argument, that the deposit notes nre the vouchers given 
by the bankers with whom the deposits were made as security for 
money, and they have been likened to the case of money secured by 
a bond. It is said that the balance due is simply a debt, and the 
deposit note is evidence of the debt, just as a bond, which shews 
a debt, and binds the obligor to the payment of it. But moneys 
deposited by a testator with his bankers, on a deposit account, 
the balance carrying interest, is so much money at the disposal of 
the testator, and is as readily accessible by him -as moneys in an 
ordinary current account. The fact that interest is allowed upon 
these deposits, is a reason for the depositor more reluctantly draw
ing upon his deposit account; but in point of fact, there is no 
distinction at all shewn to me upon the custom of the bankers. 
The bankers have been examined in this case, and the habit is so 
notorious on this, that it would not require evidence to shew that 
where a bankel' holds money for which he gives a deposit note, it 
is just as accessible to his customer as if it was held on a current 
account 

"If a customer having a balance of £10,000 at his banker's 
wants £1,000, he must take a piece of paper and deliver it to the 
bankers before the bankers would pay him the money which thcy 
hold for him. Now, with respect to the deposit money, the cus· 
tomer, if he wants that money, or any part of it, must bring the 
deposi~ receipt instead of an ordinary cheque i but that docs -not 
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make it less accessible to him than if the bankers held it liable 
to be paid on cheques. If the slightest doubt were cast upon 
the accessibility of a depositor's money which a banker holds 
on deposit receipts, it would soon put an end to the account 
altogether 

" My decision proceeds npon this, that as to the deposit notes, 
as much as to the current account, the relation of banker and 
customer exists; that the bankers holding money of a customer, 
whether on a deposit account or a current account, unless there 
is some. express contract to take it out of the ordinary case of 
deposit, holds it as money, and as money, so readily accessible to 
the customer on the relation of banker and customer, that it is 
held to pass under the description of money generally" 

8. The importance and the practical bearing of these inves
tigations and decisions are evident. In modern times private 
bankers discontinued issuing notes, and merely created Credits in 
their customers' favour to be drawn against by Cheques. These 
Credits are in banking language termed Deposits. Now many 
persons seeing a material Bank Note, which is only a Right re
Corded on .paper, are willing to admit that a Bank Note is cash. 
But, from the want of a little reflection, they feel a difficulty with 
regard to what they see as Deposits. They admit that a Bank 
Note is an·" Issue," and" Currency," and" Circulation," but 
they fail to see that a Bank Credit is exactly in the same sense 
equally an "Issue," "Currency," and I, Circulation" 

When a banker, in exchange for money, or in exchange for the 
purchase of a Bill of Exchange, gives his Notes to his customer, 
he creates and Issues a Right of action against himself, which 
the customer may transfer to anyone else. But also when a 
banker in exchange for money, or in Exchange for a Bill of Ex
change, creates a Credit in his books in his customer's favour, he 
equally creates and" Issues" a Right of action against him
self; and by delivering a cheque book to his customer he thereby 
engages to pay the Credit to anyone else to whom his customer 
may transfer it. Either form of Credit, therefore, is eqll.1lIy the 
Issue of a Right of Action to the customer. He has exactly the 
same right to demand payment of his Credit from the banker, 
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and exactly the same right to transfer it to any one else, whether 
U be by Note or by Cheque 

Unreflecting persons see only so many figures in a book; they 
are st.artled at hearing them called Wealth: but, in fact, t.hese 
figures are only the evidence of so many transferable rights of 
action in the persons of the banker's creditors. These rights are 
jllSt as much "issued" and in "circulation" as if they were Notes. 
They are equally liabilities to pay on demand. No doubt it is 
usual in bank returns to distinguish lx>tween Notes and Credits i 
but suppose they were not so distinguished, but merely called 
liabilities, would not everyone see that they staud on exactly 
the same footing , Would anyone then make any differenoa 
between them? 

Thus these Bank Credits, or Deposits, are a mass of Property, 
just like so much corn or timber.; they are PecUllla, BOlla, &~, 
JJtn: they are now, though, of course, legally only debts, for all 
praetiClll pnrposes the current coin of commerce: and the great 
medium of payment of t.he country: and specie is now only nsed 
occasionally, and as a supplement to payments in Credits of 
different forms 

Nothing can be more unfonunare or misleading than the 
expression which ill 80 frequently nsed that banking is only the 
.. Economy of Capital," and that the business of & banker is to 
bOrrow money from one set of persons and lend it to another set. 
Bankers, no doubt, do collect sums from a vast nnmber of persons, 
but the peculiar essence of their business is, not to lend t.ha~ 
money to other persous, but on the basis of this bullion to create 
& vast superstructure of Credit i to mnltiply their promises to pay 
many times: these Credits being payable on demand and perform
ing all the functions of an equal amount of cash. Thus banking 
is not an Economy of Capital, but au increase of Capital; the 
business of banking is not to lend money. bnt to create Credit: 
and by means of the Clearing House these Credits are noW'trans
ferred from one bank to another, just as easily as a Credit is 
transferred from one aooonnt to another in the same bank by 
means of a cheqne. And all these Credits are in the ordinary 
langua"o-e aud practice of commerce exactly eqnal to so much 
ca.sh or Corrency 
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9. After the authoritative exposition we have given above 
of the' real meaning of the word Currency, and the judicial 
decisions of what it includes, it is rather a work of supererogation 
to cite the opinions of lay writers. The controversies as. t9 the 
meaning of Currency did not arise until Smith had been se,eral 
years in his grave; but we think that no one who reads his work 
can form any doubt but that bills of exchange are necessarily 
included under his designation of paper money. The question, 
however, is extremely unimportant, and would take far too much 
space to examine thoroughly 

The first occasion on which we have met the term Circulating 
Medium is in the debate on the Bank Restriction Act, 1797,· iu 
which Mr. Fox said he wished that gentlemen, "instead of amus
ing themselves with new terms of' Circulating Medium' and the 
like," which shews that it must then have been of very recent 
introduction. Mr. Pitt, in his reply, said-" As. so much has 
been said upon the nature of a Circulating Medium, he thonght 
it necessary to notice that he did not for his own part take it to 
be of that empirical kind which had been generally described. It 
appeared to him to consist.in anything tlu/.t answered the great 
purposes of trade and COlllmerce, whether in specie, paper, or any 
other term that might be used." It is quite evident, therefore, 
that bills of exchange; cheques, and bauk credits would all be 
included under such a designation, because they all effect the 
circulation of merchandise 

The first place in which we have met the doctrine that the word 
Currency, or Circulating Medium, is to be restricted to specie and 
Bank Notes only, is in a letter of Mr. Boyd, a well known finaucial 
agent, to Mr. Pitt. He says, p. 2-" By the words' Means of 
Circulation,' 'Circulating Medium,' and 'Currency,' which are 
used almost as synonymous terms in this letter, I nnderstan!l 
always ready mOlley, whether consisting of Bank Notes or specie, 
in contradistinction to Bills of Exchange, Navy Bills, Exchequet· 
nills, or any other negotiable paper, which form no part of the 
circulating medium, as I have always understood the term. The 
latter is the circulator; the former are merely objects of circula
tion." But :Mr. Boyd, in his preface, says-" But from the mere 
return of bank notes (without that of the balances on the boolcs, 

·l'al·lia .. elliarp lii,lory of .l!."o'und, J'oZ. XXX III., p. 840. 
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for which the bank is likewise liable, and of the specie in its coffers) 
no accurate estimate can be formed of the positive difference 
between the present and the former circulation." Mr. Boyd 
therefore, expressly includes Rank Credits, ·or Deposits, under the 
title Currency, and as his notion of Currency was ready money, it 
is quite evident that Cheques were also Currency in his opinion, 
because we have seen that Mercantile Law considers Bank Notes, 
Cheques, and Bank Credits, as all equally ready money 

Whether this opinion of Mr. Boyd's gained any adherents we 
cannot say; but, in opposition to this. novel doctrine, Mr. Henry 
Thornton, one of the authors of the Bullion Report, said --" A 
multitude of bills pass between trader and trader in the country 
in the manner that has been described; and they evidently form, 
in the strictest sense, a part of the Circulating Medium of the 
country." And in a note on this passage he says-!' Mr. Boyd in 
his publication addressed to Mr. Pitt on the subject of the Bank 
of England issues, propagates the same .error into which many 
others had fallen, of considering bills as no part of the circulating 
medium of the country."-After quoting the above passage from 
Mr. Boyd, he says-'~It will be seen in the progress of this work 
that it was necessary to clear away much confusion which had 
arisen from the want of a sufficiently full acquaintance with the 
several kinds of paper credit, and, in particular, to remove, by a 
considerable detail, the prevailing errors respecting the nature of 
bills, before it could be possible to reason properly upon the effects 
of paper credit" . 

Certainly no influential person at that time adopted Buch an 
opinion, and we may quote a passage from the speech of the 
Marquis of Tichfield, one of the most distinguished of the rising 
men of the day, on ·Mr. Western's motion, in 1822, regarding the 
Act of 1819. He said-" Economy of money was, by contrivances 
to spare the use of it, according to the description of his right 
honourable friend, ~i substitution of the· precious metals in the 
shape of voluntary credit. Every new contrivance of this kind, 
and everyone improved, had that tendency. When it was con
sidered to how great an extent these contrivances had been 
practised, in the various modes of Verbal, Book, and 
Circulating Credits, it was easyio 86e that the country 

• Inguiry iuto tl.e Nature and Effect. of the raper Credit of G,"eat llrit<AlI,p. 4.0. 
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had received a great addition to its Curre ncy. This addition 
to the Currency would, of course, have the sams effect as if 
gold had beel" increased from the mines." Here, t.herefore, we see 
it explicity stated that Credit, in all its shapes and forms, is 
independent, exchangeable property, of the value of, and produc
ing the same effects as, gold 

10. The question" What the term Currency includes?" was 
much discussed before the Committee of 1840 j but it is only 
neCf'ssary to state here the views of those wituesses whose opinions 
prevailed with the framers of the Bank Charter Act of 1844 

Mr. GEORGE WARDE NORMAN, a Director of the Bank of 
England, was asked-

1691. "Are there any grounds for considering the deposits of 
the Bank of England as Currency ?-No, I think not 

1692. "Do you consider that any deposits, merely in their 
character of deposits, can be considered as Ourrency?-No, I 
do not 

1693. "Will you state what, in your opinion, forms the 
distinction between Currency and deposits ?-I consider that, 
looking broadly at deposits and Currency, they are quite distinct; 
they have lHtle to do with each other. But I conceive that the 
nse of deposits is one of the banking expedients, which is avail
able for economising currency, along with a great many others. 
I do not consider them as Currency or money. I ought to observe, 
perhaps, to the Committee, that I employ the words C money' and 
'currency' as synonymons. Deposits are used by means of trans
fers made in the books of bankers; and these afford the means of 
adjusting and settling transactions, andpro tanto dispense with a 
certain quantity of money; or they may be set off against each 
other, from one banker to another, to a certain extent, and thus 
produce the same effect. Still they possess the essential qualHies 
of money in a very low degree 

1694. "Do you entertain a similar opinion as to Bills 'of 
Exchange?-Yes, exactly; I think they are also used to economise 
Currency. I look upon them as banking expedients for that 
purpose; but they do not possess fully the qualities which I 
consider money to possess 

1695. cc Will you explain the difference between the functions 
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which money will perform and those which Billll of Exchange or 
deposits will perform ?-To answer that question fully, one must, 
I am afraid, take rather a wide view; but I look upon it that the 
three most essential qualities money shoUld possess are that it 
should be in universal demand by everybody, in all times and all 
places; that it should possess fixed value; and that it should be 
a perfect numerator. There are other qualities; but I think 
t·hese are the most essential. Now, when I look at all banking 
expedients, I find they do not possess these qualities fully. They 
possess them in a very low degree; and, therefore, as we see took 
place in the autumn of 1835, with a very large increase of the 
deposits of the Bank, the circulation diminished, and there was 
every appearance of the effects of contraction: there was an in
creased infiux of treasure; and I conceive from that there were 
lower prices. By a numerator I mean that which measures the 
value of other commodities with the greatest possible facility. If we 
look at all these banking expedients, we see that they possess the 
three qualities which I have melitioned in a very much lower degree 

1696 ... Will you state in what respect ?-I can only take 
them one by one. A Bill of Exchange is nn instrument commonly 
payable at some future time, at a certain place, and to some 
particular individnal; it is of no use to any other individual, 
except it is indorsed to him. A man cannot go into a shop with 
a Bill of Exchange and buy what he wants; he could not pay his 
labourers with a Bill of Exchange. The same with a banker's 
deposit, he caD do nothing of that sort with that; he can do 
with less money than he wonld otherwise employ, if he has Bills 
of Exchange, or hankers' deposits; but he cannot, with Bills of 
Exchange or bankers' deposits, do whatever he could with sove
reigns and shillings. By a banker's deposit, I mean a credit in a 
banker's books; nothing more nor less than that" 

11. Mr. SAMUEL JONES LOYD, now Lord OVERSTONE, was 
asked-

2655. "What is it that you include in the term circulation?
I include in the term circulation; metallic coin, and paper notes 
promising to paj the metallic coin to bearer on demand. 

2661. "In your definition, then, of the word circulation, you 
do not include deposits ?-No, I do not 
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2662. "Do you include Bills of Exchange ?-No, I do not 
2663. "Why do you not include deposits in your definition of 

ciI'culation ?-To answer that question, I believe I must be allowed 
to revert to first principles. The precious metals are distributed to 
the different countries of the world by the operation of particular 
laws, which have been investigated aud are now well recognised. 
These laws allot to each country a certain portion of the precious 
metals, which, while other things remain unchanged, remains 
itself unchanged. The precious metaIs, converted into coin, 
constitute the money of cach conn try. That coin circulates 
sometimes in kind; but, in highly advanced countries, it is 
represented to a certain extent by paper notes, promising to pay 
the coin to bearer on demand; these notes being of such a nature 
in principle that the increase of them snpplauts coin to an eqnal 
amount. Where those not~s are in use, the metallic coin, together 
with those notes, constitute the money or Currency of that country. 
Now, this money is marked by certain distinguishing characteris
tics; first of aU, that its amonnt is determined by the laws which 
apportion the precious 'metals to the different countries of the 
world; secondly, that it is in every conntry the common measure 
of the value of all other commodities, the standard, by reference 
to which the valne of every other commodity is ascertained, and 
every contract fnlfilIed; and, thirdly, it becomes the common 
medium of exchange for the adjustment of all transadions eqnaUy 
at all times, between all persons, and in all places. It has, further, 
the quality of discharging these functions in endless succession. 
Now, I conceive that neither deposits nor Bills of Exchange, in 
auy way whatever, possess these qualities. In .the first place, the 
amount of them is not determined by the laws which determine 
the amount of the precious. metals in each country; in the second 
place, they will in no respect serve as a common measure of value, 
or a standard, by reference to which we can measure the relative 
value of all other commodities; and, in the next place, they do not 
possess that power of nniversal exchangeability which belongs to 
the money of the conntry 

2664. "Why do you not inclnde Bills of Exchange in cir
culation 1-1 exclude Bills of Exchange for precisely the same 
reasons that I have stated in my former answer for excluding 
deposits. There is another passage in the sam" report which 
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appears to me to shew very clearly that the French Chamber 
have fully appreciated the distinction between Bills of Exchange 
and money-' Every written obligation to pay· a sum due may 
become a sign of the money: the sign has acquired some of the 
advantages of circulating money; because like bills of exchange, 
it may be transmitted by the easy and prompt method of indorse
ment. But what obstacles there are! It does not represent at 
every instant to its holder the sum inscribed on it; it can only 
be paid at a distant time: to realise it at once, it must be parted 
with. If one finds anyone sufficiently trustful to accept it, it can 
only be transferred by guaranteeing it by indorsement. It is an 
eventual obligation which one contracts one's self, and under the 
weight of which, until it is paid, one's credit suffers. One is not 
always disposed to reveal the nature of one's business by the sig
natures one puts in circulation. These inconveniences led people 
to find out a sign of money still more active and more convenient, 
which shares, like the Bill of Exchange, the qualities of metallic 
money, because it has no other merit but to represent it, but 
which can 'procure it at any moment; which, like the piece of 
mouey, is transferred from hand to hand, without the necessity of 
being guaranteed, without leaving traces of its passage. The note 
payable to bearer on demand, issued by powerful associations 
formed under the authority and acting under the continual' 
observation of government, has appeared to present thesE' 
advantages. Hence Banks of circulation' 

2665. "Under similar circumstances, will the aggregate 
amount credited to depositors in bankers' books bear some re
lation to the quantity of money in the country?-During tem
porary fluctuations in the amount of circulation, all other things 
remaining unchanged, I conceive the amount of deposits will be 
affected by snch fluctuations 

2666. "Is the amount of bills of exchange dependent in some 
degree on the quantity of money 1-1 apprehend that it is 
dependent in a very great degree. I consider the money of the 
conntry to be the fonndltion, and the bills of exchange to be the 
superstructure raised upon it. I conceive that bills of exchange 
are an important form of banking operations, and the circulation 
of the country is the money in which these operations are to be 
ndjusted; any contraction of the circulation of the country will, 
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of course, act upon credit; bills of exchange, being an important 
form of credit, will feel the effect of that contraction in a Vl'i" . .~ 
powerful degree; they will, in fact, be contracted in a m%ii~:~ 
greater degree than the paper circnlation----- __ 

2667. Sir Robert Peel: "What are the elements which con
stitute money in the sense in which you use the expl'e3sion, 
'quantity of money ( , What is the exact meaning you attach to 
the words' quantity of money-qnantityof metallic Currency ( ; 
-When I use the words quantity of money, I mean the quantity 
.of metallic coin and of paper notes, promising to pay the coin on 
demand, which are in circulation in this country . 

2668. "Paper notes payable by coin i-Yes 
2669. "By whomsoever issued i-Yes 
2670. "By country banks as well as other banks (-Yes 
2671. Chairman: " Would this superstructure, consisting of 

sums credited to depositors in bankers' books and bills of ex
change, equally exist, although no notes payable in coin OIL 

.demand existed in the country (-Yes; I apprehend that every 
question with respect to deposits, and with respect to bills of 
exchange, is totally distinct from the qnestion which has reference 
to the Idure of the process of substitutiug promissory notes in 
lieu of coin, and of the laws by which that process onght to be 
governed. If the promissory notes be properly regulated, so as 
to be at all times of the amount which the coin would have been, 
deposits and bills of exchange, whatever changes they may under
go, would sustain these changes equally, either with a metallic 
Currency, or with a paper Currency properly regulated ; couse
quently, every investigation respecting their character or amount, 
is a distinct question from that which has reference only to the 
substitution of the paper notes for coin 

2672. "There would be no reason why, if there were no notes 
payable in coin on demand, the -amount of this superstructure 
should be less than it now is, with a mixed circulation of specie 
and of notes payable on demaud (-None whatever. I apprehend 
that, upon the supposition that the paper notes are kept of the 
same amount of the metallic money, the question of the super
structure, whether of deposits or of bills of exchange remains 
precisely the same 

2673. "That answer takes for granted that, in the first case 
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the metallic Currency, and, in the 'seco'.ld case, the metallio 
Curreucy, plus the notes payable on demand, are the same in 
quantity ?-Yes., , 

2674. Sir Robert Peel: "Yo~ suppose the notes payable on 
demand to displace an amount of coin precisely equal to those 
notes ?-They ought to be so under a proper regulation of the 
paper money, otherwise they are not kept at the same value as 
coin ' 

2675. Mr. Attwood: "Would you consider that the super
structure of bills of exchange, founded entirely upon a metallic 
Currency, might, at' particular times, become unduly expanded? 
-The answer to that question depends entirely upon the precise 
meaning of the word 'unduly.' I apprehend, undoubtedly, that 
it is perfectly possible that credit, and the consequences which 
sometimes result from credit, viz., over-banking in all its forms, 
and the over issue of bills of exchange, which is one important 
form of over-banking, may arise with a purely metallic Currency; 
and it may also arise with a currency consisting jointly of metallio 
money and paper notes promising to pay in coin; and I conceh'e 
further, that if the notes be properly regulated, that is, if they be 
kept at the aml,lUn,t ~hich the coin otherwise would be, whatever 
over-banking would have arisen with a metallio Currency, would 
arise, and to the same extent, neither more or less, with money 
consisting of metallic coin and paper uotes jointly 

2676. "May not over-banking and over-issue of bills of ex
change, forming a superstructure based upon money composed 
of metal and paper notes, derange the certainty of the notes being 
duly paid in gold ?-I apprehend that if the paper notes be 
properly regulated, according to the sense which I have already 
attributed to that expression, and if a proper pl'oportlon of gold 
be held in reserve, the solidity of the basis cannot be disturbed; 
that is, that if there be a proper contraction of the paper notes as 
gold goes out, the convertibility of the paper system will be 
elfectually, preserved by the continually increasing value of the 
remaining quantity of the Currency, as the contraction proceeds" 

About this period, and for a long time preceding, the greatest 
part of the Circulating Medium of Lancashire was' bills of 
exchange, which sometimes had 150 indorsements on them before 
they callle to maturity •. Lord OI'CJ'stolle was asked-
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3026. "Does not the principal circnlation of Lancashire con
sist of bills of exchange ?-As . I contend that bills of exchange 
do not form a part of the circulation, of. conrse I am bound, in 
answer to that question, to say No 

3027. "Is there not a large quantity of bills of exchange in 
circulation in Lancashire ?-Undoubtedly, wherever a large mass 
of mercantile or trading transactions take place, there will exist a 
large amount of bills of exchange; and that is the case, to a 
great extent, in Lancashire 

3028. "Do not the bills exceed, to an immense amount, the 
issue of notes payable on demand in Lancashire ?-U ndonbtcdly 
they do, to a great amonnt" 

12. Mr. Hume had a long fencing match with Lord Over
stone as to the distinction between Bank Notes and Deposits. 
Lord Overstone admitted that a debt might be discharged either 
by the transfer of a Bank Note, or by the transfer of a Credit in 
the books of the Bank! but he strongly contended that Bank 
Notes are money, and that Bank Credits, or Deposits, are not 

3148. "Do you consider any portion of the deposits in the 
Bank of England a.~ money ?-I do not • • • • 

3150. "Could 20,000 sovereigns have more completely dis~. 
charged the obligation to pay the £20,000 of bills than the 
deposits did ?-Where two parties have each an account with a 
deposit bank, a transfer of the credit from one party to the credit 
of another party, may certainly discharge an obligation in the 
same manner, and to the same extent to which sovereigns would 
have discharged that obligation . . 

3169. "Will not the debt between the two be discharged 
thereby?-Yes 

3170. "In the one case I have supposed that payment of 
£1,000 was made by means of notes in circulation; payment was 
made by the delivery of these notes from one hand to another, 
and they are transported from place to place: bnt in the case of 
a payment made by means of a transfer in the books of the bank 
from ono account to another, I ask you are not those payments 
equally valid, and would not the debt be discharged equally in 
either case ?-In the one case the debt has been discharged by 
tho use of money: in the other case the debt has been discharged 
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without the necessity of _resorting to the use of money, in con
sequence of the economising process of deposit business in the 
Bank of England 

3171. "Can the debt of £1,000 which one person o,,:es to 
another be discharged, without money being paid, or its value ?
A debt of £1,000 cannot be discharged without, in some way or 
other, transferring the value of £1,000; but that transfer of 
value may certainly be effected without the use of money 

3172. "Was not the deposit transfer iii. the Bank of England, 
to satisfy that debt of £1,000, of the same value as "the £1,000 
notes which passed in the other case ?-A crcdit in the Bank of 
England I consider is of the same value as the same nominal 
amount of money oj and if the credit 0 be transferred, the same 
value I consider to be transferred as if money of that. nominal 
amount had been transferred • • • • 

3177. "Is there any fallacy in the statement that in the 
accounts published by the Bank, their liabilities are divided into 
two heads, circulation and deposits ?-I am not prepared to state 
that there is any fallacy in it 0 

3178. "Have "you not said that deposits do not, in any way 
whatever, possess the qualities of money ?-U I have said so, I 
shall be glad to have the statement laid before me 

3179. "Have you not, in question 2663, enumerated certain 
distinguishing characteristics of money ?-I have 

3180. "Have you not, in the same question, stated that 
deposits do not, in any way whatever, possess those character
istics ?-Yes, I have 

3181. "Have you not, in answer to previous questions, ad
mitted that for the discharge of debts, deposits have the charac
teristics of money ?-All that I ha,e admitted is, I believe, tha~ 
a deposit may, under certain supposed circumstances, be used to 
discharge a certain supposed debt" 

Lord Overstone also said (3132)-"Will any man in his com
mon senses pretend to say that the total amount of transactions. 
adjusted at the Clearing House are part of the money, or cir
culating medium of the country?" No, of. course, no one says 
that a transaction is money; but the operations of the Clearing 
House consist exclusively of the transfers of Bank Credits from 

.VOL. H. y 
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on~ bank to auother; and, most undoubtedly, these Bank Credits 
are part of the circulating medium of the country 

Now, we have already seen that in Roman Law these Rights 
are expressly classed as Pecunia; .. we have seen, that both by our 
Courts of Law and Equity they are held to be equivalent to 
Money; and Lord Ovel'stone has himself admitted that they are 
of the same nominal value as money. How, then, can it be con
trary to common sense to say that they are part of the circulating 
medium of the country? However, to avoid all such discussions, 
every one must admit that they have now become, in consequence 
of the general spread of the use of banking, the great medium of 
the payments of the country. And, therefore, those who consider 
the essence of money to be "closing debt," must admit them to 
be money. Thus they are answered by their own arguments; 
which are, however, erroneous, because money is not that which 
may happen to close a debt, but that which a debtor can by law 
compel his creditor to take in payment of a debt 

Lord Overstone further said (3082)-" When I give a defini
tion of 'Currency,' of course it is Currency in the abstract: it is 
that which Currency ought to be: that definition properly laid 
down, and properly applied, will include paper notes payable on 
demand, and it will exclude bills of exchange" 

Here, again, IAord Overstone is absolutely wrong. It will be 
seen from the judicial decisions given above that it is perfectly 
impossible to frame a true definition of Currency which shall 
include bank notes and exclude bills of exchange: and, moreover, 
110 bank' notes in England, except Bank of England notes, are 
mOlley; because no debtor can compel his creditor to take any 
bank notes in payment of a debt, except Bank of England notes, 
and these only so long. as the Bank pays them in money on 
demand. If the Bank were to stop payment, Bank of England 
notes would iminediately cease to be legal tender I a consideration 
which will be found of the greatest importance when we come 
to investigate the mechanism and operation of the Bank Charter 
Act of 1844 

13. Lastly, we may quote Colonel Torrens, because he was 
not only one of the most influential of this school, but it was 
sometimes alleged that he was, in reality, the author of the schem\! 
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which Sir Robert Peel adopted in his Bank Charter Act of 1844. 
Re 8I\yS#-" The terms Money and Currency have hitherto been 
employed to denote those instruments of exchange which possess 
intrinsic or derivative value, and by which, from law or cUBidln, 
debts are discharged and transactions finally closed. Bank notes, 
payable in specie on demand, have been included nnder these 
terms as well as coin, because, by law and custom, the acceptance 
of the notes of a solvent bank, no less than the acceptance of 
coiu, liquidates debts and closes transactions; while bills of 
exchange, bank credits, cheques, and other instruments by which 
the use of money is economised, have not been included under 
the terms moueyand Currency, because the' acceptance of such 
instruments does not liquidate debts and finally close transactions" 

Again he says, in reply to some perfectly just observations of 
Mr. Fullarton-CC It is an obvious departure from ordinary lan
guage to say that whether a purchase is effected by a payment in 
bank notes, or by a bill of exchange, the result is the same. 
According to the meaning of the term, Money and Credit, as 
established by the nniversal, usage of the market, a pnrchase 
eff~cted by a payment in bank notes is a ready money pnrchase, 
while a transaction negotiated by the payment of a bill of ex
change is a pnrchase upon credit. In the former case the trans
action is concluded, and the vendor has no further claim upon 
the purchaser ,; in the latter case the transaction is not .concluded, 
and the vendor continues to have a claim upon, the purchaser 
until a further payment has been made in satisfaction of the bill 
of exchange. A bank note liquidates a debt, a bill of exchange 
records the existence of a debt, and promises liqnidation a future 
day. Mr. Fullarton not only inverts language, but mis-states 
facts, when he says that the transactions of which bank notes 
have been the instruments must remain incomplete until the 
notes shall be returned upon the issuing bank, or discharged in 
cash. A bank· note for £100 may pass from purchasers to 
vendors . many times a day, finally closing on the instant, 
each successive transaction. A bill of exchange may also pass 
from pnrchasers to vendors many times a day, bnt no one of the 
successive transactions of which it is the medinm can be finally 

• The Principlu and PractiClJZ Operation oj Sir Robert PeeZ', .Ae' oj 1844, 
e%plained and deJended, p. 79. 

v 2 
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closed until the last recipient has received in eoin or in bank 
notes the amount it represents 

"Now it is the necessity of ultimate re-payment which con
stitutes the main point of distinction, which marks the boundary 
between forms of credit and money. It is a necessity which 
applies to bills of exchange and cheques, but which does not 
apply to bank notes; and, therefore, upon Mr. Fullarton's own 
shewing, upon his own definitions and his own conditions, as 
to what constitutes money, bank notes come under the head of 
money: while bills of exchange and bankers' cheques, and such 
other instruments as require ultimate payments, transfers, and 
settlements, do not come under the phrase money. • • • 
Upon Mr. Fullarton's own shewing money consists of those in
struments only by which debts are discharged, balances adjusted, 
and transactions finally closed: and, therefore, Mr. Fullarton, 
unless he should choose to continue to contradict himself, must 
admit that bank notes are, and that bills of exchange, cash credits, 
and cheques are not, money" 

14. We have now cited at length the doctl'ines upon which 
the Bank Charter Act of 1844 is based, and we have now to 
examine the necessary logical consequences to which these 
doctrines lead 

Mr. NORMAN said that money, or Currency, should possess 
fixed value, and be a perfect numerator. But how can money, or 
any thing, possess fixed value, when its value is changing from 
hour to hour ?-An instrument of credit may preserve an equality 
of value with respect to money, but not with respect to anything 
else, unless it is expressed to be payable in it. He said that he 
meant by a numerator that which measured the value of other 
commodities with the greatest facility. Why does a promise to 
pay £50 measure the value of things with less facility than £50 
itself? 

It is not a little amusing to find the celebrated phrase of the 
Roman Catholic Church,-Quod semper, quod ubique, quod ab 
omnibus, starting uP. and meeting us in a discus$ion on Currency. 
1n Lord Overstone's opinion, money and Currency are identical, 
and include the coined metallic money, and the paper notes pro
mising to pay the bearer coin on demand; and, he says, that 
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the characteristic of their being money is, that they are received 
equally at "all times, between all persons, and in all places." 
For the sake of shortness, let us designate this phrase by 3A, 
from the three aIls in it. He excludes Bills of Exchange from 
the designation of Currency, because "they do not possess that 
power of universal exchangeability which belongs to the money 
of the country." This definition is fatal to Lord Overstone's 
own view. In fact, if it be true, there is no such thing as money 
or Currency at all. In the first place, it at once excludes the 
whole of bank notes. The notes of a bank in the remote district 
of Cumberland would not be current in Cornwall; there/ore they 
are not 3A; there/ore they are not Currency. Again, the notes 
of a bank in Cornwall would not be current in Cumberland; 
therefore they are not Currency. Similarly, there are no country 
bank notes which have a general Currency throughout England; 
therefore no country bank notes are 3A; therefore no country 
bank notes are Currency. Till within the last fifty years 01' so, 
Bank of England notes had scarcely any Currency beyond London 
and Lancashire; in country districts a preference was universally 
given to local notes; ther.e/ore Bank of England notes were not 
3A; they had not a power of "universal exchangcability"; there
fore they were not Currency. Bank of England notes would, 
even now, not pass throughout the greater part of Scotland. If, 
therefore, the· test' of 3A and" universal exchangeability" be 
applied, the claims of all bank notes to be considered as Currency 
are annihilated at once. The acceptance of a Baring or a 
Ro~hschild would be received in payment of a debt by a far 
larger circle of persons than the notes of an obscure and remoto 
country bank 

But the universality of Lord Overstone's assertion is fatal to 
his argument in other ways. On the Continent, silver is the 
legal standard of value; in England, silver, like copper, is merely 
coined into small tokens, called shillings, &c., which are made to 
pass current above their natural value, and aroonly legal tender 
for a very trifling amount, hence it cannot be used in the adjust
ment of all transactions; therefore it is not 3A'; therefore it is 
not Currency. There are other countries where gold is not a legal 
tender, therefore it fails to satisfy Lord Ovcrstone's test, therefore 
it is not Currency. If, then, the tost proposed by Lord Overstouo 
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be considered as correct, it is easy to see that th~re is no substance 
or material whatever that will not fail under it; and, therefore, 
there is 110 BIlCh thing as Curl'e/1cy 

The fact is, that the only difference between a Bill of Exchange 
and a Bank Note is, that the former is a l)romise of a deferred 
payment, and the latter that of an immediate one, and there is 
less risk in taking the latter than the former. From these cir
cumstances, a Bank Note possesses a greater degree of circulating 
power than a Bi\I of Exchange. Bot, in the Mid]and Counties 
of Eng]and, it nsed to be qnite common for the banks to issue 
the bi\ls of exchange they had discounted with their own 
indorsement upon them. In which respect they were in every 
way equivalent to Bank Notes; moreover, there is not the same 
inducement to put a bill into circulation as a Bank Note, becaul!e 
the former increases in value as the day of payment approaches, 
and it is unprofitable to keep a note idle. Bnt it is to the last 
degree unphilosophical to maintain that these two obligations are 
of different natures, becanse they are adapted to circulate in 
different degrees 

15. Every commercial lawyer would at once perceive the 
fundamental fallacy of the reasons why Colonel Torrens and 
others maintain that Bank Notes are Currency, and that Cheqnes 
and Bills of Exchange are not. They suppose that bank notes 
pass withont indorsement, and that bills of exchange do not, 
Even if that were true, it would not be any valid ground for the 
distinction, because snch a thing would in no way affect the 
natnre of the instrument. It is wbolly untrne to suppose that 
bank notes and money are the only things which close trans
actions. By the table given above- it is seen that upwards of 95 
per cent. of commercial payments and receipts were made by 
Messrs. Morrison and Co. in instruments of credit, other than 
bank notes 

But it is a very great mistake to say that bank notes pass 
without indorsement and bills of exchange do not. At the time 
the Bauk of Eng]and was fonnded, it was snpposed to be illegal 
for any such things as promissory notes to pass by assignment. 
The negotiability of bank notes had to be p~ovided for bI the Act. 

.Cl.IY..1 W. 
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It was enacted, that all the Bank's bills obligatory and of credit., 
made or given to any person, might, by indorsement of suck person~ 
be freely assigned to any person who should voluntarily accept 
them, and so by such assignees toties'1uoties by indorsement; 
thereon, and all such assignees might sue thereon i~ their own 
names 

The assignment of the Goldsmiths' notes, or the private 
bankers' notes, was held to be illegal ,much later than this. In 
1703 it was decided that no promissory notes were assignable or 
indorsable over within the custom of merchants. In 1704 the 
Act was passed which allowed promissory notes to be assigned by 
indorsement like Bills of Exchange. It is true that the custom 
of indorsing Bank of England Notes, and, it is probable country 
bank notes too, soon fell into disuse, bnt that makes no difference 
in the law of the subject 

It is also an error to suppose that Bills of Exchange require 
an indorsement at each transfer. A Bill of Exchange may be 
made payable to bearer, and then it requires no indorsement at 
all. Bills, however, are generally drawn payable to order, and 
then they require that the payee should indol'se them; but he 
may do that without making himself liable on them, as is done in 
many cases. After the first indorsement in blank, the Bill is pay
able to bearer, and may be passed by mere delivery, in all respects 
like a Bank ,Note. "I see no difference," said LOl'd Mansfield, 
"between a note indorsed in blank, and one payable to bearer.", 
ee And," says Mr. J usticcByles," "a transfer by mere delivery, 
without indorsement, of a Bill of Exchange, or Promissory Note, 
made or become payable to bearer, does not render the transferor 
Hable on the instrument to the transferee . 

"And it is conceived to be the general rule of the English law, 
and the fah' result of the English authorities, that the transferor 
is not even liable to refund the consideration, if the bill or note 
so transferred by delivery, without indorsement; turns out to be 
of no value by reason of the faihlre of the other parties to it. For 
the sending to market of a bill or note payable to bearer without 
indorsing it, is prima facie a sale of the bill. And there is no 
implied guarantee for the solvency of the maker/'or of any other 
party 

• .A Trealiae till the LaID. oj BI1!, oj &change, etc., 8th Edit.,p. 146. 
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"If a biIJ, or note, made or became payable to bearer, be 
deIivCl'ed without iudorsement, not in payment of a pre.existing 
debt, but by way of exchange for goods, for other bills or notes, 
or for money transferred to the party delivering the bill at the 
same time, such a transaction has beeu repeatedly held to be a. 
sale of the bill by the party transferring it, and a purchase of 
the instrument, with all risks, by the transferee. ' It is extremely 
clear, said Lord Kenyon, 'that if the holder of a bill sent it to 
market without indorsing his name upon it, neither morality, nor 
the law of this country, will compel him to refund the money for 
which he sold it, if he did not know at the time that it was not a 
good bill.' So, when A gave a bankrupt, before his bankruptcy, 
cash for a bill, but refused to allow the bankrnpt to indorse it, 
.thinking it better without his name, and afterwards, on dishonour 
of the bill, proved the amount under the commission, the Lord 
Chancellor ordered the debt to be expunged, observing that this 
was a Iiale of the bill. So, if a party discounts bills with a banker, 
and receives, in part of the discount, other bills, but not indorsed 
by the banker, which bills turn ont to be bad, the banker is not 
liable. f Having taken them without indorsement,' says Lord 
Kenyon, 'he has taken the risk on himself. The bankers were 
the holders of the bills, and, by not indorsing them, have refused 
to pledge their credit to their validity; and the transferee must 
be taken to have received them on their own credit only.' So 
where, in the morning, A sold B.a quantity of corn, and, at three 
o'clock in the afternoon of the same day, B delivered to A, in pay
ment, certain promissory notes of the Bank of C, which had then 
stopped payment, but which circumstance was not at the time 
known to either party, Bayley, J., said-' If the notes had been 
given to A at the time when the corn was sold, he could have no 
remedy upon them against B. A might have insisted on payment 
in money, but, if he consented to receive the notes as money, they 
would have been taken by him at his peril.' Such seems. the 
general rule governiug the transfer by delivery, not only of 
ordiuary Bills of Exchange and Promissory Notes, but also of 
Bank Notes. Nor is there any hardship in snch a rule, for tile 
remedy against the transferor may always be preserved by indorse
ment, or by special contract" 

While it has always been acknowledged that the delivery of a 
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bill without indorsement, in exchange for a valuable consideration, 
id a sale of it, it has frequently been said that, if the bill be in
dorsed, it is only a loan. We have pointed out the ambiguity of 
the word loa1l already. It is often said that a banker lends his 
customer money on the security of bills. But this is an inaccurate 
mode of statement. What the banker does is to buy a debt due 
to his customer, and, when he indorses the bill, his customer gives 
bim a limited warranty of its soundness. If the banker. lent his 
customer the money, it would be his duty to repay it. But that 
is not so. It is the acceptor's business to pay the bill, and, if he. 
does not do so, the banker may, by giving his customer immediate 
notice, and making a demand, make his customer take back the 
bill, and repay· the money. But if the banker fail in giving 
immediate notice, his remedy against his customer is gone 

16. But the Lata of Oontinuity shews the fallacy of the 
doctrine that Bank Notes payable to bearer on demand alone are 
Currency. Lord Overstone rigorously restricts the term to such 
notes. But would not notes payable one minute after demand bc 
Currency? or one hour? or two, or three, or four hours? . W oula 
not notes payable one day after demand be Currency? or two or 
three days? Lord Overstone denied that Bank post bills which 
are issued payable seven days after sight, are Currency. Accord
ing to this doctrine, if a man deposits money in the Bank and· 
receives in exchange for it a bank note payable on demand-that 
is Currency; but if he asks,for his own convenience, for a note 
payable seven days after sight-that is not Currency I But the 
note becomes payable on demand on the seventh day after sight, 
and then, by his own definition, it is Currency. What was it ' . 
before? It used formerly to be the custom for banks in the 
country to issue notes payable 20 days after demand. These 
notes circulated and produced all the effects of money. What 
were they, if they were not Currency? Cheques are payable on 
demand. How are they not Currency as much as notes? How 
are Bills of Exchange not Currency on the day they become pay
able? And, if they are so then, what were they before? It is 
quite plain that there can be but ·one answer. They ru:e all 
species of Currency, though differing in degree, and the distinc-
tion between them is untenable . 
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Nay, according to this doctrine a Bank Note itself is only 
Currency during about six hours out of the twenty-four: because 
it is only payable on demand during banking hours, say from 
9 a.m. to 3 p.m. As soon as' the clock strikes three the Note is 
Ilotpayable till next day; and, consequently, it is not Currency, 
and has ceased to affect the foreign exchanges. Therefore, at I) 

minutes before three it is Currency, and I) minutes after three it 
is not Qurrency. So at I) minutes before nine a.m. it is not 
Currency, at I) minutes after nine it is Currency. We must leave 
our readers to judge whether such doctrines are sound philosophy 

Not only are Colonel Torrens's statements of law perfectly 
inaccurate, but also his statements of fact and the routine of 
business. He asserts that Bills of Exchange are not Currency 
because they are intended to be, and are, ultimately liquidated in 
coin or bank notes. Such a statement as this shews the most pro
found ignorance of the ordinary routiue business of banking; for 
comparatively very few bills are ever paid by means of coin or 
bank notes; in modern times they are almost universally paid by 
means of Bank Credits: and, consequently, by Colonel Torrens's 
own definition, these Bank Credits must be money 

17. But we must point out the further conclusions which the 
doctrines set forth by these witnesses lead to, which may some
what surprise their advocates 

They say that the fundamental essence of Currency or Money 
is that it " closes a debt" 

Now to this we shall reply' as was the fashion in the glorious 
old days of special pleading'-:(1) there is no debt to close; and 
(2) it does not close the debt 

1. When money is exchanged for goods no debt arises: and if 
it be said that the money closes the debt which would have arisen 
on the sale of the goods, it is perfectly obvious that it may equally 
be said that the goods close the debt which would have arisen on 
thE! sale of the money. It is simply an exchange; and the goods 
and the money close the debt equally on each side. Therefore, 
if it be the essence of Currency to" close debt," the goods are 
Currency for precisely the same reason that the money is 

It is quite common in the City to discllurge a debt by stock. 
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now by this the debt is closed, and, consequently, according to 
this do(;trine, the Stock is Currency or Mouey 

So in innumerable cases it is the custom to discharge a debt 
by a payment o~ goods. A baker or a tea merchant becomes in
debted to a wine merchant, and for the sake of convenience he 
may take payment in bread or tea. If he does so, then the debt 
is closed ; and by this doctrine the bread or the tea al'e Currency 
or Money 

So in all cases of Barter or Exchange of goods, the goods on 
each side discharge or close the debt which would have arisen 
without the exchange; conseqnently, the goods exchanged on 
either side are equally Currency or Moncy 

Furthermore, let us test the doctrine by cases regarding other 
paper documents 

A merchant, suppose, puts his acceptance into circulation: 
another person happens to be indebted to him in an equal amount, 
and chances to come possessed of his acceptauce. The merchant 
asks for payment of his debt, and the debtor hands over to the 
merchaut Ilis own acceptance. By this means the debt is closed; 
and according to this doctrine the merchant's acceptance is 
Currency or Money 

So a banker, say, issues notes, and discounts a merchant's 
acceptance. When the acceptance falls due, the merchant collects 
an eqnal amount of the banker's notes. Each is then equally 
indebted to the other I and in payment" of their reciprocal claims, 
the merchant hands the notes to the banker, aud the banker 
hands the acceptance to the merchant, By this means the debts 
are mntually closed, and if the Notes are Currency because they 
have closed the debt, is it not manifest that the acceptance is 
equally Currency, because it has performed exactly the same 
function? 

So if two merchants issue their acceptances for the same 
amount, and they get into each other's hands, each will offer 
to the other his own acceptance in payment of the debt by him. 
By these means the debts are mutually closed. And consequently 
each acceptance is Currency 01' Money 

Thus we see that the dogmas of these writers are b:ansfixed by 
darts drawn from their own quiver I 

The same doctrine mBy be extended to other cases. . Suppose 
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a man bnys a ticket from a Railway Company, the Company is 
then indebted to him. But when they have carried him to his 
journey's end, the debt is closed. Therefore, according to this 
doctrine, the carriage of the passenger is Currency or Money 

So if a person buys an opera ticket, the manager of the theatre 
is indebted to him. But when he has witnessed the play, the debt 
is closed; consequently the performance of the play is Currency 
or Money 

So if a person buys Postage Stamps, the Post Office is indebted 
to him: but when he has sent his letters by post, the debt is 
closed., Therefore the carriage of the letters is Currency or 
Money. And so on, the same principle may be applied to many 
other cases 

2. In the next place, we affirm that a payment in Money 
does not close the debt, because all Economists have shewn that 
the transaction is 1Wt closed until some product or satisfaction has 
been obtained in exchange for the one originally given. The 
earliest Economists pointed ont that in a sale for money the 
exchange is 'IIot consummated 

A baker, we will say, wants sboes: he sells his bread for 
money; but can he wear his money as shoes. Certainly not; be 
must exchange away his money for shoes. Consequently, the 
Physiocrates held that the exchange was not consummated, or 
completed, until the baker had got his shocs. And J. B. Say 
called a sale a demi-exchange 

And it is precisely for this reason that all Economists from 
Artistotle downwards, have perceived and declared that money 
itself is only a species of Credit, or general Bill of Exchange, as 
we have shewn by a whole catena of writers. Hence, money and 
bills of exchange are fundamentally analogous; they are each of 
them merely the evidence of a debt due to their possessor; and 
the payment of a bill of exchange in money is only the exchange 
of a particular and precarious instrumcnt of Credit for a general 
and permanent one. But, as Economists, we have nothing to 
do with satisfaction and enjoyment; we have only to do with 
exchange81 and the exchange of goods for a bill or note is one 
exchange; the exchange of a bill or note for money is another 
exchange; and the exchange of money for goods is another 
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exchange; they are all eqnally exchanges, and therefore Economic 
phenomena 

18. , We are happy to say that· on this subject M. Michel 
Chevalier is entirely of the same opinion as ourselves. After 
showing- the untenable nature of the distinction set up between 
Bank Notes and Bills of Exchange, he says-" The English 
language has a generic word, which compl'ehends money, bank 
notes, paper money, or assignats not convertible into specie,and 
every other kind of security which can be put into circulation, 
and is accepted more or less generally among men: and that is 
the word Currency. Our language has no precise equivalent: 
nevertheless, the word Numeraire may be taken in the same 
sense, and I shall employ it for the future in this work." . And 
the same distinguished writer has given his formal adhesion to 
the fundamental nature of a Currency set forth in this work t 

. But, while we contend that Lord Overstone's criterion of a 
Currency is fatal to his own vie IV, we are quite willing to accept 
it. For what is it that exists in all places, in all times, and among 
almost all persons? Debt, or Services due. And what is 
it that is universally required to measure, record, and transfer 
them. Some material.· But we see that all Currencies are more 
or less local, none are universal. The idea, or the want alone, is 
nniversal.The notes of a country banker, only circulating in his 
own neighbourhood, are like a country patois, each district has its 
own. A national Currency rises to the dignity of a language. 
But even that is only local, on a larger scale. The ideas only 
expressed in the language are universal. We are, therefore". 
strengthened in our conviction, that the only true idea of a 
Currency is that it is the Representative of Traniferable Debt, and 
th~t whatever represents Tranlljerable Debt is Currency 

• La Monnaie, § S, c'h. Ii. t Journal de, Economisle8, AugUlt, 1862. 
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CHAPTER XVI 

ON THE ORGANISATION OF THE BANK OF 

ENGLAND; 

AND ON THE BANK CHARTER ACT OF 1844 

1. We are now, at length, in a position to take a compre· 
hensive survey of the organisation of the Bank of England, and 
of the Bank Act of 1844. Of all the Acts in the Statnte Book 
there is none which comes home to every man, which so nearly 
affects every man's interest, as this Act. Few persons are aware of 
its extremely complicated natnre. We hear, sometimes, of the prin
ciple of the Act of 1844, as if there were but one principle involved 
it I or as if the obJect of it were the same thing as the princip16 : 
the object it aims at, the same thing as the theory it adopts 'to 
obtain that object. Whereas, in truth, it is founded npon a 
multiplicity of theories-it is a combination of several theories 
of Currency, and, moreover, devises a particular machinery for 
carrying them out. When, therefore; we consider its very com
plicated nature, we see what a boundless field of controversy it 
may give rise to; for each of the several theories it embodies 
may be partially or totally erroneous; and even if they be correct, 
the machinery devised for enforcing them may be imperfect, or 
erroneous, and insuHicient for its purpose. We think, however, 
that we are now in a position to examine the theories npon which 
it is fonnded-to test them by the fundamental principles ot 
monetary science established in the preceding chapters, and to 
point out those principles-if any-which it violates 

. In the first chapter we obtained the great fundamental con
ception, which is the basis of monetal'Y science, that money is the 
representative of debt, or services due-That where there 
is no Debt, there can be no Money. In the pre-
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ceding chapter we found that the fundamental error of Law's 
Theory of Paper Money is, that it creates Currency where tbere 
is no De_bt for it to represent. The consequence of wbich is, 
tbat an additional quantity of material is poured into the channel 
of circulation, as it is called; that is, a greater quantity of 
material is required to do exactly the same duty as a smaller 
quantity did before; the consequence of which is a depreciation 
of the whole, which may proceed to any length; and we have 
given several examples of the practical results of this plansible 
and wide-spread but delusive theory 

We must now-examine the organisation of the Bank of 
England, and we shall find that it, too, is based upon Lawism 

But furthermore, we have said that the Bank Act of 1844 is 
based on a peculiar definition of the word Currency; and is 
expressly devised for the purpose of carrying into effect a peculiar 
Theory of Currency. In the last chaptcr we have examined the 
meaning of the word Currency, and shown the entirelyerro,,: 
neons doctrines of those writers from whom the scheme emanated 
which was embodied in that Act. We have now to examine the 
Theory upon whiph it is founded; and to sce how far it really 
carries out the Theory it is intended to do ; and the consequences 
it has produced 

2. The 13ank was a corporation who advanced £1,200,000 
in cash to Government. In exchange for this they received an 
equal amonnt of Government stock, with interest at 8 per cent., 
or an annuity of ;£100,000 a year 

Now, when they had received this annuity, they had already. 
received an equivalent for their cash. But, ill addition to that they 
were allowed to create an amount of notes equal to their capital 
to\rade with, and it was supposed that the annuity of ,£100,000 
in cash was sufficient to support the credit of these notes 

Now, we at once perceive the essential distinction between the 
Banks of Venice, Amsterdam, and Hamburg, and the Bank of 
England. The former banks were examples of the Currency 
Principle. The bullion paid into them was kept, or was professed 
to be kept, in their vaults, and, as long as it was so, the credit 
created by them was exactly equal to the bullion paid in. Their 
functioll was solely to exchange Credit for Bullion and Bullion 
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for Credit. Hence these banks created no augmentation of the 
Currency 

But the case of the Bank of England was manifestly wholly 
different. The Bank paid over the money to Government, who 
put it into circulation. The Bank received the annuity, and was 
also permitted to create £1,200,000 ill Bank notes, and trade 
with them, by discounting bills of exchange, or otherwise. Thns 
the Bank had not only sold its cash to Government, but it was 
also allowcd to- have it as well in the form of notes, to trade with, 
and make a profit by 

3. Now, can- anyone 1ail to see tbat this proceeding aug
rnenleli the Currency by the amount of £1,200,000, and that the 
Bank niade a double profit; first, the interest on the cash paid 
to the Government, and, secondly, the commercial profit made by 
trading with the notes? 

Therefore, so far as this went, this was clearly an example of 
Lawism 

4. In 1697 the Bank was authorised to increase its capital 
by upwards of a million. Of this sum, above £800,000 _ was 
received in Exchequer tallies, then at a disconnt of 50 per cent., 
and £200,000 in its own notes, then at a discount of 20 per cent. 
Both the tallies and the Bank notes were counted as -specie aL 
their full nominal value; and upon this augmented capital of 
tallies -and notes they were permitted to ereate an equal amount 
of new notes to trade with I 

Law only proposed to issue paper money based upon the 
security of land, or some other ~olid article of value. But the 
Bank of England was permitted to create paper currency bal!ed 
upon the security of its own depreciated credit I 

In 1709 the Bank was allowed to double its capital, and to 
ereats an equal amount of notes to trade with 

Now, is it not as clear as the sun at noon day, that each of 
these issues of notes was so much increase of Currency, and an 
example of Lawism 

5. -Now, if the same principle had been carried out to the 
present time, is it not clear that all the public funds would have 
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been Bank stock, and that the Bank notes would have equalled 
the amount of the National Debt, or about £800,000,000 P Some 
persons, even now, seem to think that this is a good principle. 
They seem to think that if they carry Stock to the Bank, they 
have a right to have it coined into notes to any amount. It is 
clear that this principle could never be carried out to its full 
extent. For, if it were true, Government might go on creating 
public debt ad infinitum, and th:m the Bank would create an 
equal amount of notes. If this principle be true, what would be 
the use of going to Oalifornia and Australia for gold P Is not 
this principle more mad than anything Law ever wrote P Law's 
issues of paper were limited by the value of the land, but this 
plan has positively no limits whatsoever 

6. Up ,to 1711 the issues of the Bank were strictly limited 
to the amount of their capital; and it was declared that if the 
Directors exceeded that limit they should be liable in their per
sonal capacity. Afterwards they were released from this limitation, 
and they were allowed .to issue notes to any extent they pleased, 
provided always that they were payable in specie on demand 

And so the Bank went on till 1797, when it stopped payment, 
and committees were appointed by Parliament to investigate its 
affairs, who reported it to be in the most solid and flourishing 
condition, and that they had a surplus of assets above liabilities 
of nearly fonr milliorui, besides the Government debt, amounting, 
to £11,686,800 

The reason of this was plain. The notes it had issued were 
given in exchange for mercantile securities, and, therefore, the 
Bank had as security for the payment of its notes, both the 
commercial bills and the Government debt 

This no doubt amply secured the solvency of the Bank and 
the payment of its notes, but it played utter havoc with thc 
Currency Principle 

7. The Bank possessed the power of unlimited issue till 1844. 
On several occasions it had been most recklessly mismanaged. 
Proposals had been made to limit its powers of issue i but such 
B plan had been expressly condemned in the Bullion Report, and 
among numerous other authorities, by Sir Robert Peel in 1819, 

VOL. II. z 
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in 1826, and in 1833. In 1824: and 1825, in 1837, and 1839 an 
immense outflow of bnlIion took place, without the Bank taking 
any means to stop it. The conseqnence was that it was brought 
to the very verge of stoppiug paymeut 

8. We have . seen that all Banking consists in creating and 
issuing Rights of action, Credit, or Debts, in exchange for }loney, 
or Debts. When the Banker had created this Liability in his 
books, the cnstomer might, if he pleased, have this Credit in the 
form of the Banker's notes. London bankers continued to give 
their notes tillabont the year 1793, when they discontinued this 
practice, and their customers conld only transfer their Rights, or 
Credit, by meaus of cheques. But it is perfectly mauifest that 
the Liabilities of the Bank are exactly the same whether they 
give their own notes or merely create a Deposit 

Soon after the renewal of the Charter, in 1833, certain writers 
of influence adopted the Currency principle. They maintained 
the doctrine that bank notes, payable to bearer on demaud only, 
are Cnrrency-to the absolute exclusion of all other (orms of paper 
Credit-and that when bank notes are permitted to be issued, 
they onght to be exactly equal in quantity to the Bullion they 
disp1aoe, which we have shewn elsewhere- is a doctrine invented iu 
China, and was the principle upon which the Banks of VeniC(', 
Amsterdam, Hamburg, aud others were constructed. They maiu
taiued that all Paper Currency created in excess of this is a 
depreciation of the Currency 

These doctrines being maintained by persous of eminencc and 
influence, and aided by the incorrigible mismanagement of the 
Bank of England, converted Sir Robert Peel, who now entered 
upon the third state of his opinions upon the Currency ques
tion. It is frequently 8npposed that Sir Robert Peel had ogly 
two states of opinion upon the Cnrrency question. But this is 
quite a mistake. In 1811 he repudiated the doctriues of Horner 
and the Bullion Report, and voted in the majority that 21 W88 

equal to 27. In 1819 he became a convert to the doctrines 
which he had repudiated in 1811: and he expressly repndiated 
the d()('irine of the Currency principle, and the principle of im
posing a numerical limit on the issues of the Bank; which 

• l'rint.;ru 0/ &mwrnical PIUJq"",/,v. cia. Ie. 
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doctrine he held up to 1833. In .1844 he had completely repu
diated the doctrines of the Bullion Report, Mr. Horner, and his 
own of 1819, and formally adopted those of Lord Overstone, 
Colonel Torrens, and others, which maintained the doctrine of 
the Currency principle: and, naturally and justifiably irritated 
by the incorrigible misconduct of the Directors,'he determined to 
impose a numerical limit on the issnes of the Bank-

" Sic volvenda mtas commntat tempora rerum; 
Qnod fnit in pretio, fit nnllo dcniqne honore, 
Pono alind snccedit, et e contemptibns exit, 
Inqne dies magis appetitnr, ftoretqne reperlnm 
Landibns, at miro'st mortaleis inter honore." 

In order to carry out this principle the Bank was divided into 
two departments-an ISsne department and a Bankiug depart
ment. The Bank was to transfer to the issue department public 
securities to the valne of £14,000,000, of which the origiual 
Government debt was to be a part, and also so much of the gold 
coin and gold and silver bnllion as should not be required for the 
banking department. The issue department was then to deliver 
over to the banking department an amount of notes exactly equal 
to the securities, coin, and bullion sO deposited with them. The 
Bank might diminish the securities as much as it pleased, cancel
ling the notes; and might increase them again, but not so as to 
exceed the preceding limit. In conseqnence of the lapsed issues 
of other banks, the secnrities npon which it may issne notes are 
now £15,000,000 

Thus the amount of notes issued by the Bank is strictly 
limited to £15,000,000 plus the amount of bullion held by th(' 
issue department 

9. It was supposed that, these provisions secured that the 
quantity of notes in circulation, i.e., in the hands of the public, 
would be exactly equal in amount to what a Metallic Currency 
would have been, and that the outflow of bullion would, by its 
own natural operation, withdraw notes in circulation to an equal 
amonnt. Having made these provisions, the framers of the Act 
supposed that they had taken ont of the hands of the Bank all 
power of mismanaging the currency, and that they might manage 
the banking department entirely at their own discretion 

To say that' the amount of Notes should only be" equal in 
z ~ 
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amouut to what a metallic Currency would have been, is a very 
intelligible proposition, and, as we have before observed, several 
banks had been conducted on that principle, such as those of 
Venice, Amsterdam and Hamburg, but no Bank conducted on 
this prinm"ple ever Rid, or by any possibility could do, banl'lilg 
business. Those banks were pure banks of deposit, they did no 
discount business whatever; and if the Bank of England were 
forbidden to discount, there is no reason why it should not be 
reconstructed on this principle 
- But if the framers of the Act of 1844 really believed that 
this Act carried out this theory into practice, no set of men ever 
committ~d a more manifest error. It is quite evident that the 
£15,000,000 of notes issued against public debt and securities are 
in direct violation of the "Currency Principle." How did the 
Bank obtain these securities? By purchase. Now, the purchase
money of these securities is in circulation, and the notes created 
on their security as well. Is it not clear that these 15 millions . 
of notes are an augmentation of currency to that amount P If it 
be true that these 15 millions of notes are not a violation of the 
Currency Principle, then the very same argument would shew 
that the whole National Debt might be coined into notes, and 
then there would be no more paper in circulation than under a 
pure metallic currency II 

It is quite clear that this is pure and simple Lawism; and, 
if we may coin the funds iuto money, we may just as well coin 
the land into money: and then, where should we be P 

10. Certainly, it is an excellent plan for everyone to buy 
the fund!! with their cash, and then to be allowed to have it, too, 
in the form of notes. At all events, so long as this is permitted, 
let no one laugh at John Law 

But even this does not shew the full extent of the error of 
those who think that the Bank Act of 1844 enforces the Currency 
Principle. The banking department of the Bank does business 
like any other bank. That is, it purchases or discounts bills of 
exchange in the first instance, by creating Credit in its books; 
that is, it increases its liabilities in another form besides notes. 
This Credit is equally in excess of the Metallic Currency. The 
reserve of not.es and gold being ·the basis of the Bank's power of 
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creating credit, of course they must use their own judgment 1\8 

to how far they may safely extend this, just as every other banker 
does. But anyone who examines the Bank's returns will 
perceive that its liabilities payable on demand considerably exceed 
its notes in reserve and gold 

Therefore, it is quite clear that those who serionsly maintairi. 
that the Bank Act really carries out the "Cun-ency Principle," 
must maintain this proposition-

Twice 15 millions + an indefi- J . . 
nite number of millions ..... 15 millIons 

It has been shewn that in .Banks constructed on the" Cur
roncy Principle,'" the Credit created is always exactly equal in 
quantity to the money deposited and kept in the Bank. But how 
does this matter stand with the Bank of England? Let us test 
this principle by any Ol1e of its" published returns taken at 
random. On the Brd October, 1884, it appears that the Credit 
created by the Bank amounted. to .£55,928,398, and the specie 
held by the Bank amounted to .£21,799,392, or about 2'6 to 1. 
If, therefore, it be maintained that the Bank is constr.ucted on 
the" Currency Principle," it must also be maintained that 2'6 

. are equal to 1 
As a matter of pure arithmetic, therefore, it is perfectly 

manifest that the Bank Act completely fails to carry out the 
" Principle" it was intended to enforce. In fact, the framers of 
the Bank Act had a Theory, and they passed an Act; but 
they never took the slightest pains to ascertain whether the Act 
corresponds with the Theory 

11. Now, we say nothing here as to the correctness, or the 
contrary, of the" Currency Principle," or as to the expediency of 
can-ying it out; but to suppose that the Bank Act does really 
carry it out is simply one of the most astonishing delusions that 
ever deceived the public mind. Truly, says Bastiat- , 

" Etre dupe d'autrui n'est pas deja tres plaisant; mais em
ployer Ie vaste appareil representatif a se dupersoi-m~me, a se 
duper dou,blement, et, dans UIlB affaire dB numeration, voila qui est 
bien propre a rabattre nne pen l'orgueil du siecle des lumieres" 

Every" banker" whatever, who discounts a bill of exchange, 
violates. the " Currency Principle." There is no mode whatever 
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of carrying out the Currency Principle but by abolishing discount 
bauking altogether; as we have already observed, the banks 
constructed o.n this principle did no discount business 

12. Lord Overstone, in his evidence before the Committee 
of the House of Commons, said that it was a fundamental vice of 
the principle devised by the Directors in 1832, to carry out the 
doctrines of the Bullion Report, that the gold might all leave the 
country without causing any diminution of the amount of Notes 
in the hands of the public: and we have seen .that this assertion 
was completely verified in 1839 

It was, therefore, expressly declared that it was the purpose of 
the Act that, if any drain should arise after it came into operation, 
an exact amount of notes should be withdrawn from the hands of 
the publiJ;, or from circulation. Having secured that object, as 
they imagined, they lefu the Directors free and uncontrolled in 
their banking business. For the first two years after the Act was 
passed no occasion occurred to test its merits; it was a period of 
unusual prosperity and accumulation of capital. But when the 
first season of real trial came, in the beginning of 1847, we have 
seen that the Act wholly failed in its intended effect of causing a 
withdrawal of notes in circulation, in proportion to the outflow of 
bullion. The Directors pursued exactly the same fatal course as 
they had done on so. many former occasions, and the result was 
the pressure of April. It was manifestly proved, therefore, that 
the Act provided no' effectual check against mismanagement on 
the part of the Bank 

And whence did this failure arise P From this very simple 
circumstance. The framers of the Act supposed that there is 
only one way of extracting gold from the Bank: namely, by 
means of its notes: and that if people want gold they must bring 
in notes; and, consequently, 88 the gold comes out the notes must 
go in 

But, as a matter of simple banking business, there are two 
methods of extracting gold from the Bank-namely, by Notes 
aud by Cheques. Whoever has a Credit in its books may go 
aud present a Cheque, and thus draw out gold from the' banking 
department without a Bingle Bank Note being withdrawn from 
the public 
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In fact; instead of withdrawing the Notes from the public, as 
the framers of the Act intended, the Directors threw the wholll 
effect of the drain of gold on their own reserves. And that hap. 
pened in this way. The public has two methods of drawing 
gold from the banking department, namely, by Note~ and 
Cheques; but the banking department has only one method 
of drawing gold from the issue department, namely, its Notes in 
reserve. And when the bank felt a drain on its banking depart. 
ment for gold, it had to replenish it by obtaining a fresh supply 
from the issue department; at the same time giving up an exactly 
equal amount of Notes. And thus the whole drain fell on its 
own reserves 

No legislation can prevent this power of extracting gold 
from the Bank by means ot Cheques, except prohibiting Cheques 
altogether. And thus is explained the complete failure of the 
" Mechanical" action of the Act to compel the Directors to carry 
out the" Currency Principle."- The Directors were able to com· 
mit, and actually did commit, the very same error, as they had
done before the Act-which Lord Overstone had truly said was 
the fundamental vice _ of the Bank principle of 1832-and it was 
powerless to prevent them 

And this simple fact completely upsets the whole theory of 
the Act 

There are, in reality, two leaks to the ship. The framers of 
the Act could only perceive one; and they only provided against 
one: and they were utterly astonished to find the ship rapidly 
sinking from the other leak, which they had forgotten 

13. No'Y, as the Act notoriously and manifestly failed on 
this most important point, which was fully and candidly admitted 
by Sir Robert Peel, it' becomes a natural inquiry to ask why it 
failed on this point, which it was supposed had been rendered so 
secure. We reply to this that the Act failed because it a'1nlla at 
the wrong mark altogether. It wholly missed the truB point in 
the caSB 

In former times it was a mercantile dogmll. that the Exchangcs 
could only be against the country in consequence of its being in
debted to other countries. Nothing can be more striking than the 
vicious circle in which the commercial witnesses argued before 
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the Bullion Committee of 1810. They maintained with nnflinch
ing perseverance that the Exchanges could only be adverse, 
becanse the conntry was indebted: and as the Exchanges were 
adverse, they maintained that the country mud be indebted 
(without the slightest inquiry into the fact) beeaWie the Exchanges 
were adverse 

However, the Bnllion Committee completely disproved. this 
Commercial dogma; and they demonstrated beyond dispute, that 
the depreciated paper cnrrency was the cause of the Exchanges 
being apparently adverse; but that when this depreciated paper 
CnrrElncy was rednced to its true valne in gold, the Exchanges 
were in reality infavour of the conntry 

The Commercial witnesses maintained that when the indebted
ness was paid off, the drain of buillion would cease of itself. But 
the Bnllion Committee proved that with a paper currency 80 

depreciated as Bauk Notes then were, the drain would not cease 
until all the specie in circulation had left the country, which was 
amply verified 

The Bullion Committee thus shewed that there are two causes 
of a drain of bullion-1st, the indebtedness of the country; 2nd, 
a depreciated paper currency 

But in the first edition of this Work pnblished in 1856, we 
shewed that there is a Third cause of a drain of bnllion, and an 
adverse exchange, which, howel'er it might be known among com
mercial men, had never yet, that we have seeu, found its way into 
any commercial book whatever, and most certainly had never 
been brought forward prominently before the public in Currency 
discnssions, as a cause of an adverse Exchange, wholly irrespective 
of auy indebtedness oC the country, or of the state of the Paper 
Currency 

The Principle is this-
That when the P..a18 of Discount between any two platu differ. 

by more than sufficient to pay the cost of transmitting BullionfrfJln 
0116 plac6 to the other, Bullion will flow from wher, Di8count is 
lower to whue it is higher 

The old mercantile dogma was that BiIIs of Exchange ean 
only be created to represent debts arising from the sale of mer
chandise: and if there are no debts, there will be no bills created: 
and that when all the bills are paid, no more bullion will go 
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But, suppose (tbe state of Credit at both places being assumed. 
to be equnllylit,'Cure) that the Rate of Discount at London was i 
per cont., while tbe Rate at Paris was 8 per cent., we shewed that 
bullion dealers ,,·ould/abntal. bills-not based upon any previons 
debt, or any mercautile trausactions wbatever- but simply for 
tbe sake of being discounted; that is, for the pnrpose of buying 
gold in London at ! per conL, and selling it in Poris at 8 per 
cent., and this opemtion will infallibly go on. and the drain of 
bullion will not cease, until the Rates of Discount are 80 neorly 
equalised as to destroy the profits to be made by fabricating bills. 
Hence, if such a state of things, as is just supposed. arises, the 
Bank mnst, as an iudispensable measure to preserve its own 
security. raise its Rate of Discount 80 as to destroy these profits, 
and so arrest the drain which is exclusively caused by the difference 
of the Rates in the two places 

Now, this pl'8ctice causes no increase of Bank Notes in cir-. 
culation; on the contmry, they are not. wanted: it is gold that is 
demanded and taken for export, and it steals out of the country 
noisell'ssly and unobsened. Also, if bankers in this country will 
perversely maintain the Rnte of Discount lower here than in ueigh
bouring countries, and, therefore, lower than the natural rate, 
persons in foreign countries send their debts and securities over 
here for sale, and the proceeds are remitted abroad. Consequently 
tbis practice causes an export of gold without diminishing the 
notes in circulation. Of all l'pecies of property. Debts are the 
most easily transportable. The charges even on the transmission 
of gold are heavy compared to those on the transmission of Debts. 
Debts to any amount can be transmitted from one COlUltry to 
another at the mere expense of the postage. Consequently. if the 
Americans can only get £85 per cent. for their debts in their own 
country. and they can get £96 per cent. in England. of course 
they will send them here in vast quantities for realisation. This 
was eminently nnd notoriously the case in 1889. when the Bank 
of England kept its rate 80 perversely below the natural rate, 
and it was the cause that aggravated the drain of bullion to so 
alarming an extent. lIence we have shewn that beyond the 
causes universally known for an export of specie. namely. pay
ments of genuine Debta, there is another nn<l most potent cause. 
whose importance has only recently been sufficiently recogniaed-
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namely, an unnatural depression of the Rate of Discount, below 
that of neighbouring countries 

Now, this plinciple was certainly not generally understood at 
the time the Bank Act of 1844 was passed; and iu the first 
edition of this Work (1856) we stated this as a fundamental 
principle of the Currency-

"An Improperly Low Rate of Discount is, 
in its Practical Effects, a Depreciation of the 
Currency" 

We therefore shewed that the only true method of striking at this 
demand for gold is by raising the Rate of Discount, and 
that the true great power of governing and controlling the Paper 
CU1Tcncy, or Credit, is by carefully adjusting the Rate of 
Discount to the state of the Foreign Exchanges, 
and the state of the Bullion in the Bank 

Now, the weak point in the Act of 1844, is that it takes no 
notice of this grand principle, it takes no precaution ~hat the 
Directors of the Bank of England shall recognise it, and counter
act it. On the contrary, it leaves them in full power to repeat 
their oft-committed error of causing a depreciation of the Ourrency 
from an unnaturally low rate of discount 

This principle was extremely ill understood in 1856, when our 
work was published, and was very unpopUlar; but its truth was 
soon signally verified, and acknowledged to be trl1e by the most 
competent authorities. Atter the great crisis of 1857, a Oom
mittee of the House of Oommons was appointed to investigate its 
causes, and Mr. G. W. Norman, a Director of the Bank of Eng
land, and one of the most prominent and distinguished advocates 
of the" Ourrency Principle," and of the Bank Act of 1844, was 
asked-Q. 3529. "Is it not principally by raising the rate of 
interest that you check the amount of discount which may be 
demanded of you ?-Yes; we have found, contrary to what would 
have been anticipated, that the power we pOBSess, nnd which we 
exercise, of raising the Rate of Discount, keeps the demand upon 
us within manageable dimensions. There are other restrictiolls 
which are leBS important. The rate we char.qe for our discounts, 
we jind, in general, is a sufficient check" 
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In 1861. Mr. Goschen published his TheOry of the Foreign 
Exchanges; in it he says-

"The efficacy of that corrective of. an unfavourable state of 
the Exchanges, on which we have been dilating (i.e., raising the 
rate of discount), has been most thoroughly tested by late events. 
Every advauce iu the Bank rate of discount has been followed by 
a turn of the Exchanges in favour of England, and fJiCIJ fJlJ'I'sa, as 
soon as the rate of interest was lowered, the Exchanges became 
less favourable II 

This is now the aeknowledged principle upon which the Bank 
of England is managed; and after our work was published, in 
1856, the Usury Laws in France were modified in order to enable 
the Bank of France to adopt it, and, in fact, it is now universally 
adopted by every bank in the world 

In former times, when the only communication between dif. 
ferent countries was by means of sailing ships and common roads, 
and therefore very slow, expensive, and uncertain, this principle, 
though actually trne, could seldom be called into action, because 
the cost and delay of the transport of gold would far exceed any 
profit to be made in the difference of the Rates of Discount in 
quiet times. It was like some mechanical force, whicli actually 
exists, but which is overpowered and prevented from producing 
any visible effect, in consequence of friction. But it did act in 
times of commercial crisis, when the rate became extreme. In 
1799, enormous failures took place in Hamburg; discount rose 
to 15 per cent., and this rate immediately drew away gold from 
England 

But in modern times, since commuuications have been so 
much accelerated and cheapened, even since the Act of 1844, by 
means of railroads and steamers, this friction, as we may call it, 
has been immensely diminished; and this great prinCiple is called 
into action with a much less difference between the Rates of Dis
count than at any former period. Bullion would probably take 
ten days, formerly, to go from London to Paris; it can now go in.. 
ten hours, and at probably the tenth part of the . expense. A 
difference of 2 per cent. between the rates of discount in London 
and Paris, will now draw bullion from one place to the other 
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On tl/,8 Causes which rompelled the 8uspmsion 0/ tlul Balik Act 
in 1847, 1857, and 1866 

14. The monetary pressnre which we have been considering 
passed away for the time, but auother, much more severe, came on 
iu the autumn, which ended in a monetary panic, and on the 25th 
November, 1847, the Government authorised the Bank to exceed 
the limits allowed by the Act of 1844, if they considered it neces
sary so to do to restore commercial confidence. This suspension 
of the Act was perfectly successrul; and on two similar occasions, 
ill 1857 and in 1866, a similar course was followed with similar 
Jesnlts. We have gh'en a full narrative of the course of events 
preceding these panics in a preceding chapter. We must now 
only examine the reasons which made this course necessary, and 
why it was successful 

Ever since the enormous development of the Credit system of 
commerce in modern times, great commercial failures have pe
riodically recurred, produciug the most wide-spread distress; and 
_there have been two conflicting Theories as to what the action of 
the Bank ought to be in a Monetary Crisis 

1. One Theory maiutains that in such II Crisis the Bauk 
should liberally expand its issues, to support Commercial Credit. 
This Theory may be called the Expansive Theory 

2. The other Theory maintains that in such II Crisis the 
Bank should rigorously restrict its issues to their usual amouut, 
or even contract them. This Theory may be called the Re
strictive theory 

. Both these Theories have been tried in practice, and discussed 
by the most eminent anthorities, and we may snccinctly examine 
the results 

The first great monetary crisis in modern times took place in 
1768, alter the termination of the seven years' war. This great 
disaster occurred at Hamburg and Amsterdam, where the" Cur
rency Principle" was in full operation, and there was no Banking 
Credit whatever, except what represented specie. The failures 
began at Amsterdam, among the principal merchants. The Bank 
had no power to assist them; and the resources of the private 
bankers were exhausted. Hearing that the Amsterdam bankers . 
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had determined to allow the merchants to fail, the Hamburg 
bankers wrote to them in the greatest alarm to say that if they 
did not support the merchants, they would instantly suspend their 
own payments. But by the time the letter reached Amsterdam, 
the merchants had already stopped. General failure' followed 
at Hamburg, where no business was for. some time transacted but 
for ready money. The failures .were equally general throughout 
Germany. The Crisis extended to England, and Smith says 
that the Bank made advances to merchants to the amount of 
a million 

Thus we see that the " Currency Principle" was no protection 
whatever against 4 Monetary Crisis; and on this occasion the 
Bank acted on the Expansive Theory 

In 1772 the most severe Monetary Crisis in England since 
the South Sea Scheme took place. On this occasion, again, the 
Bank came forward to support Commercial Credit 

In 1782 our unhappy war with America was ended; and the 
usual results of the termination of a great contest took place. 
The Bank had greatly extended its issues; and a very alarming 
drain of specie took place, which at one time threatened to compel 
them to stop payment. The Directors, however, considered that 
if they could only restrain their issues for a short period, the 
returns in specie in payment of the exports would soon set in in a 
more rapid .manner.than they went out. They determined, there
fore, to make no communication to the Government, but, for 
tke present, to contract theJr issues until the Exchanges 
turned in their favour. The Bank felt the greatest 
alarm in May, 1783. They then refused to make any advances 
to the Government on the loan of that year; but they did not
make any demand for payment of their other advances, Which 
were between nine and ten millions. They continued this policy 
np 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 began to appear, 
they advanced freely to Government on the loan, although at that 
time the cash in the Bank was actually lower than at the time 
they felt the greatest alarm. It was then reduced to .£473,000 

The doctrine then stated by Mr. Bosanquet that guided the 
Directors was this-That while a drain of specie was going on, 



350 THEORY AND PRACTICE OF BANKING 

their issues sbould be eontracletl as much as possible; but, that 
as soon as the tide began to give signe of ceasing, and turning 
the other way, it was then safe to extend their issues freely. This 
policy had been entirely successful, and the credit of the Dank 
was saved 

15. After the peace of 1782, the commercial encrgies of the 
country were greatly developed: to carryon this increased com
merce a greatly enlargedculTency was necessary; and as the 
monopoly of the Bank prevented solid banks being founded, 
innumerable tradesmen started up in every part of the country 
issuing notes. Burke says, that when he came to England, in 
1750, there were not twelve bankers out of London; in 1792 
there were about 400: the great majority being grocers, tailors, 
drapers, and petty shop-keepers. In the autumn of 1792 very 
numerous failures took place in Europe and America. In January, 
1793, the general alarm was greatly increased by the rapid pro
gress of the French Revolution. Some great failures occurred in 
London in February: and soon the panic spread to' the banks. 
Of these 100 stopped payment, and 200 were much shaken. The 
pressure in London was intense; and this naturally produced a 
demand on the Bank for support and discounts. But the Dank 
being thoroughly alarmed, resolved to contract its issues: bank
ruptcies multiplied with fIight.ful rapidity. The Govemment 
nrged the ll.JUk to COLUe forward to support Credit, but they 
resolutely declined 

In the meantime the most alarming news came from Scotland. 
The public banks were quite unable, with due regard to their own 
safety, to support the private bankers and commerce. Unle88 
they received immediate assistance from Government, general 
failure would ensue. When universal failure seemed imminent, 
Sir John Sinclair remembered the precedent of 1697, when the 
public distress was allayed by an issue of Exchequer bills. A 
Committee of the House of Commons was appointed, who reported 
that the sudden discredit of so large an amount of bankers' notes 
had produced a most inconvenient deficiency in the circulating 
medium; and that unle88 a circulating medium was provided, 0 

general stoppage most take place. They recommended that Ex
chequer bills to the amount of £5,000,000 should be i'Jllued under 
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the direction of a Board of Commissioners appointed for t.he 
purpose, in sums of £100, £50, and £20 

No sooner was t.he Aot passed than the Committee set to 
work. A large sum, £70,000, was at once sent down to Man
chester and Glasgow, on the strength of the Exchequer bills, 
which were not yet issued. This unexpected BUl)ply, coming so 
much earlier than was expected, operated like magio, IUld had a 
greater effect in restoring credit than ten times the sum could 
have had at a later period 

When the whole business was concluded, a report was pre
sented to the Treasury. It stated that the knowledge that loans 
might be had, opet'ated, in many instances, to prevent them being 
required. 'I'he applications granted were 288, and the sum ad
vanced was £8.855,624. The whole sum advanced was repaid; 
two, only, of the parties assisted became bankrupt; all the others 
were ultimately solvent, and in many instances possessed of great 
property. A considerable part of the sum was repnid berore it 
was due, and all the rest with the utmost puuetunlity. After 
aU expenses were paid, the tl'Rusaetion len a clear profit to the 
Government of £4,848 

Contemporary writers all bear witness to the extraordinary 
effeots produced. Maopherson says, that the very intimation of 
the intention of the Legislature to support the merchants opemtcd 
like a charm over the whole country, and in a great degree super
seded the necessity of relief by an almost instantaneous restoration 
of confidence. Sir Franois Baring conours in this view, and 
adduces the remru:knble success of the measure as an argument to 
shew the mistaken policy of the Bank. After careful deliberation 
the Bullion Report warmly approved of it; ceusured the pro
ceedings of the Bank; and especially cite it as an illustration of 
the prinoiple they laid down, that an enlarged aocommodntion is 
the true remedy fol' that occasional fnilure of confidence to which 
our system of Paper Credit is unavoidably exposed 
. This oconsion, therefore, is a most important example of the 
beneficial effects of the Expansive Theory in a monetary 
panio 

16. Towards tile end of 1794 t.he exehllnges began to fall 
rapidly, and in May, 1795, were so low that it was profilnble to 
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export bullion. While, however, the exchanges were so adverse, 
the issues of the Bank were immensely extended, from circum
stances which are too long to state at length here, but which we 
have given already,· and which there is no necessity to detail, 
because the simple fact is enough that the issue of Bank Notes 
was greatly increaSed while gold was rapidly leaving the country. 
Thc Directors uow became seriously alarmed for the safety of the 
Bank, and took the most rigorous measures to contract their 
issues. In April, 1796, the exchanges became favourable, and 
they continued to be so till February, 1797 

The excessive contraction of its issues by the Bank caused the 
greatest inconvenience to commerce, and a meeting of bankers 
and merchants was held to devise some means of relief. The 
failures among the country bankers, in 1793, had caused an im
mense diminution in the country issues, and Thornton says that 
in the last three months of 1796 the issues of the Bank were no 
higher thaIi. they had been in 1782, with an amount of commerce 
many times larger than in that year. As the public could not get 
Notes, they made a steady and continuous demand for guineas; 
and, although the nchanges were favourable to the COUll try, and 
gold was coming in from abroad, there was a severe drain on the 
Bank for gold. Political circumstances added to the alarm, and, 
about the middle of February, a stoppage of country banks became 
general. The panic reached London, and a general run began 
upon the baukers. Before this the Directors had used the most 
violent efforts to contract their issues. In five weeks they 
had reduced them by nearly £2,000,000. On the 21st Jan
uary they were £10,550,830, on the 21st February they were 
£8,640,250. But even this gave no true idea of the curtailment 
of mercantile accommodation; for the private bankers were 
obliged, for their own security, to follow the example of the 
Bank. In order to meet their payments persons were obliged to 
sell their stock of aU descriptions at an enormous sacrifice. The 
three per cents. fell to 511 . • 

On Saturday, the 2.5th February, 1797, the specie in the Bank 
was reduced to £1,272,000, with the drain becoming severer 
every hour. The Directors now felt that they could hold out no 
louger: and on Snnday a Cnbinet Council was held and an order 

• YoZ. I" p. 619. 
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in Council- issued, directing the Bank to suspend paymen~ 
cash until the sense of Parliament could be taken on the subject. 
Accordingly, on Monday, the 27th, the cash being then reduced to 
.£1,086,170, the Bank suspenaed payments in cash, and did not 
resume them partially till 1816, and completely till 1821 

But immediately this was done, they enlarged their accom
modation liberally; within a week they increased their issues 
by two millions, and the relief was very great. A meeting of 
4,000 merchants and bankers agreed to support the credit of 
the Notes 

The most eminent authorities afterwards severely censured 
the management of the Bank. Thornton said that the excessive 
contraction of Notes had shaken public credit of all descriptions, 
and had caused an unusually severe demand for guineas; that 
the Bank ought to have extended its issues to supply the place of 
the country Not~s which were discredited. Boyd was clearly of 
opinion that the excessive' restrictiQn of Notes was the. chief cause 
of the forced sale and depreciation of the public securities. In 1810 
the Governor of the Bank said, that after the experience of the 
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 

Nothing, in short, could be more unhappy than their regula
tion of their issues. When the exchanges were violently adverse, so 
that it was very profitable to export gold, they enlarged them t.o 
an extravagant extent: and when the exchanges were extremely 
favourable, so that gold was Howing in, they contracted them -with 
merciless severity. The issues, which were .£14;000,000 when 
the exchanges were against the country, were reduced to 
.£8,640,250 when they had been for- several months eminently 
favourable. The entire concurrence of the evidence shews that it 
was this excessive restriction of credit which caused the severe 
demand for gold 

And now we see the practical results of the two policies: when 
all commercial and banking credit was on the verge of universal 

. ruin, it was saved and restored by the Expansive Theory in 
1793; in 1797 the Restrictive Theory was carried out to the 
bitter end, and the result was the Stoppage of the 
Bank 

VOL.IL All. 
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A consideration of all the circumstances induced the Bullion 
Committee to condemn the Restrictive Theory in the most 
emphatic terms: and all ,the greatest mercantile authorities of 
that period, including Peel himself, as we have shewn, in 1819, 
entirely concurred in these doctrines: and they said that no 
limitation of the Bank's power of issue could ever be prescribed at 
any period, however remote. That period, however, came in 1844 

The next great crisis was in 1825. Ever since the beginning 
of 1824 there was a continual drain of bullion, which the Bank 
took no means to stop. It fell from 13t millions in March, 1824, 
steadily and continuously, to barely 3 millions in November, 1825, 
when everyone felt a crisis to be impending. The papers 
discussed the policy of the Bank, and it was generally expected 
that it would rigorously contract its issues. The panic began on 
Monday, the 12th of December, 1825, with the fall of Pole, 
Thornton & Co., one of the principal city banks, which drew down 
with them forty country banks. A general run began npon all 
the City bankers. For three days the Bank pursued a policy of 
the most severe restriction. Mr. Huskisson said that during 48 
hours it was impossible to convert into money, to any extent, the 
best securities of the Government. Exchequer bills, Bank Stock, 
East India Stock, as well as the public funds, were unsaleable. 
At last, when nniversal stoppage was imminent, the Bank 
completely reversed its policy. On Wednesday the 14th, it 
discounted with the utmost profuseness. Mr. Harman said
"We lent by every possible means, and in modes we had never 
adopted before; we took in stock' as security; we purchased 
Exchequer bills; we made advances on Exchequer bills, we not 
only discounted outright, but we made advances on deposits of 
bills of exchange to an immense amount: in short by every 
possible means consistent with the safety of the Bank, and we 
were not, on some occasions over-nice; seeing the dreadful state 
the public were in we rendered. every assistance in our power." 
Between Wednesday and Saturday the Bank issued .£5,000,000 in 
Notes, and sent down to the country a large box of £1 notes 
which they accidentally found. This bold policy was crowned 
with the most complete success; the panic was stayed almost 
immediately, and by Saturday was over 
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The circumstances of this crisis are the most complete aud 
triumphant example of the truth of the principles of the Bullion 
Report, and the Expansive Theory: and signally vindiciate 
the wisdom of Peel in 1819, when he refused to adopt the 
Restrictive Theory, aud impose a llumerical limit on the 
Bank's issue 

The next crisis was in 1837: but the Bank, foreseeing it, 
judiciously anticipated it, and made the most liberal issues to 
houses which required it. By thus adopting the Expansive 
rrheory in good time, nothing more occurred than a severe mone
tary pressure, which was prevented from deepening into a crisis 
entirely by the judicious conduct of the Bank 

The Bank Act was passed amid general applause, but, as said 
above, on the very first occasion on which its powers were tested, 
in April, 1847, it completely failed to compel the Directors to 
carry out its principle, and one-third of its bullion ebbed away, 
without any appreciable diminution of the amount of its notes in 
circulation 

But, in October, 1847, a far severer crisis took place. The 
Bank made immense advances to other banks and houses, to pre
vent them from stopping payment. But numerous Banks and 
Commercial Houses did' stop payment, and the resources of the 
Bank were exhausted. At last, after repeated deputations to the 
Government to obtain a relaxation of the Act, and with the stop
page of the whole commercial world imminent, the Government 
authorised the Bank to issue at discretion. And what was the 
result? The panic vanished in ten minutes! No sooner was 
it known that notes might be had, if necessary, than the want of 
them ceased. The whole issue of Notes, in consequence of this 
letter, was only £400,000, and the legal limits of the Act were 
not 'exeeeded 

Thus, on this occasion again, the Restrictive theory 
wholly failed; and the Expansive theory saved the country, 
and was the only means of saviDg the Bank: itself from stopping 
payment 

The next great crisis was in November, 1857, which was far 
more Berere, as regards the Bank itself, than that of 1847. On 

AA2 
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the 12th No,ember, 1857, the Bank closed its doors with the sum 
of .£68,085 in notes; '£274,958 in gold; and .£41,106 in silver; 
being a total sum of .£887,144 I Such were the resources of the 
Bank of England to begin business with on the 18th I Tl'uly, 
said the Governor, it must entirely have ceased discounting, which 
would have brought an immediate run upon it. The bankers' 
balances alone were .£5,458,000. It is easy to see that the Bank 
(!onld not have kept its doors open for an hour 

On the evening of .the 12~h the Go\·ernment sent a letter to 
the Bank, authorising them to issue Notes at their discretion, but 
not at a less rate than 10 per cent.; and next morning the panic, 
as before, passed away 

Thus, on this occasion, again, the Restrictive theory 
wholly failed: and the Expansive theory saved the country: 
and was the only means of saving the Bank itself from stopping 
payment 

The next great crisis was in 1866, which was still more severe. 
Unfortunately, no investigation was held respecting it, so that 
there is no reliable account of its circumstances. But speculation 
had exceeded all due bounds. On the lOth of May there was a 
general run upon all the London banks. It was said, but we 
cannot say with what truth, that one great bank alone paid away 
.£2,000,000 in six hours. After banking hours it became known 
that the great discount house of Overend, Gurney & Co. had 
stopped, with liabilities exceeding ten millions-the most stupen
dous failure that had ever taken place in the city. The result of 
such a catastrophe was easily foreseen; uot another bank could 
ha,e survived the next day; and that evening the Government 
again authorised the Bank to issue at discretion, at not less than 
10 per cent. 'l'he Bank advanced .£12,225,000 in five days: but 
the panic passed away 

Thus, again, the Restrictive theory wholly failed: tho 
Expansive theory saved the country, and was the only means 
of saving the Bank itself, as well as every other bank, from 
stopping payment 

Thus we see the entire fuilure of Sir Robelt Peel's expectations. 
De took awny the power of unlimited issues from the Bank, aud 
imposed a rigorous numerical limit on its powers of issue, undl'r 
thl: hope that he had prevented the recurrence of panics. But 
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the panics recurred with precisely the same regularity as before ; 
and, therefore, iu this sense too, the Act has failed: and when 
panics do occur, it is decisively proved that it is wholly incom
l)etent to deal with them 

17. It has been seen that it is a complete delusion to suppose 
that the Bank Act carries out the cc Currency Principle." It 
might be supposed, perhaps, that if it did really carry out the 
•• Currency Principle," it might prevent panics arising. General 
experience, howet'el', entirely negatives this view. In 1764: the 
most terrible Monetary Crisis which had up to that time occurred, 
took place in Amsterdam and Hamburg, where the banks were 
renlly constructed on the CI Currency Principle .. 

A decisive example of this took place at Hamburg in 1857. A. 
similar Mouetary Crisis took place there, as here. and the Bank 
being constructed on the" Currency Principle," had no power to 
issue Notes to support Credit. The magistrates were obliged to 
issne City Bonds to support the Credit of the merchants, exactly 
1\.9 the Government had issued Exchequer Bills in England in 
1793. Here. also, the Restrictive theory wholly failed, and 
it was found necessary to adopt the Expansive theory to 
avert nniversnl failure 

These disasters took place where there was no Credit Currenoy 
at aU, but what represented bullion: and they nre conspicuous 
examples that pnnics occur just as readily nnder a purely Metallio 
Currency as nnder a Paper Currency 

The experienoe of every other country exactly confirms the 
experienoe of England. At Turin the bank was constructed on 
some principle of limitation: but, in 1857, during a monetary 
panic, it was found necessary to suspend its constitution, and 
allow it to issue Notes to support Credit 

The very snme thing was conspicuously proved in 1873. In 
Austria, iu North Germnny, and jn America, the banks were all 
constructed on some analogous prinoiple of limitation on their 
issues. But in the severe monetary panio in each of these coun
tries, it was found necessary to suspend their constitutions, and 
authorise them to issue at discretion to support commercial Credit 

Thus, universnlIy. throughout the world, it is proved by 
abundant experience, that the Restrictiv~ theory cannot be 



358 THEORY AND PRACTICE OF BANKING 

maintained aner a monetary panio has reached a certain degree ot 
intensity; and that it is absolutely neoessary to adopt the Ex
pansive theory to avert universal failure 

18. The supporters of the Aot of 1844 strenuously maintain 
t~at it is the oomplement of, and in striot acoordance with the 
prinoiples of the Aot of 1819, and tl).e Bullion Report But suoh 
statements are ntterly inoorreot: and the following are the 
fundamental differences of prinoiple between them-

I. The Bullion Report deolares that the mere numerical 
amount of notes in ciroulation, at any time, is no criterion whethel' 
they are exoessive or not 

The theory of the framers of the Act is that the Notes in cir
onlation ought to be exaotly eqnal in quantity to what the gold 
coin won ld be if there were no Notes: and that anyexoess of Notes 
above that quantity is a depreciation of the Currency 

Is this prinoiple of the supporters of the Aot in acoordanoe 
with the prinoiple of the Bullion Report P 

II. The Bullion Report deolares, and the supporters of the 
Act of 1819 maintained, that the sole test of the depreoiation of 
the Paper Currenoy is to be fonnd in the Price of Gold Bullion, 
and the state of the Foreign Exchanges 

Ricardo says·~" The issuers of paper money should regulate 
their issues solely by the price of bullion, and never by the quan
tity of their paper in ciroulation. The quantity enn never be too 
great nor too little, while it preserves the same value as the 
standard" 

According to the supporters of the Act of 1844, the true cri
terion is whether the Notes do or do not exceed in quantity the 
gold they displace 

Is the doctrine of the supporters of the Act of 18H in ac
cordance with the principles of the Bullion Report, and of the 
Act of 1819 ? . 

III. It was proposed to the Bullion Committee to impose a 
positive limit on the issues of the Bank, to curb their powers of 
mismanagement. The Bullion Report expressly condemns any 
positive limitation of its issues: and Peel, in 1819, and iu 1833, 
fully c0D:curred in this coudemnation 

• Proptnal. fur an Economical and &curc CurrellCU. I a. 
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The Bank Act of 1844 specially limits the issues of the Bank 
Does the Bank Act of 1844 coincide with the principles of 

the Bullion Report and the doctrines of Peel in 1819 and 1833? 
. IV. The Bullion Report, after discussing the most important 

monetary crises which had occurred up to that time, expressly 
condemns the' Restrictive theory in a nionetary panic, and 
says that it may lead to universal ruin: and recommends the 
Expansive theory 

'l'he Bank Act enacts the Restrictive theory by Law: and 
prevents the Expansive theory from being adopted 

Does the Bank Act of 1844 agree with· th.e doctrines of the 
Bullion Report, and of Peel in 1819 ap.d 1833, on this point? 

In 1793 the Bank adopted the Restrictive theory; and, 
when all commerce was on the brink of ruin, the Government, by 
issuing Exchequer Bills, adopted the Expansive theory, and 
commerce was saved 

In 1797 the Restrictiv8 theory was carried out to the 
end, and the result was the stoppage of thB Bank 

In 1825 the. Restrictive theory was adopted for three 
days, and. when commerce was on the brink of ruin, it was sud· 
denly abandoned; the Expansive theory was adopted, and 
commerce was instantly saved 

In 1836 a great crisis was imminent; the Bank, foreseeing it, 
adopted the boldest measures before it came on, and made im. 
mense advances to sustain commercial credit: the policy was 
successful, and averted a general panic 

Peel, in introducing his measure of 1844, said that we must 
neyer again have such discreditable occasions as 1825, 1836, and. 
1839: but since 1844 we have had 1847, 1857, and 1866. On 
each of these occasions the Restrictive theory was enacted by 
Law: and on each occasion the Government was obliged to come 
forward and authorise the Bank to break the Law, to abandon the 
Restrictive theory and adopt the Expansive theory. And 
by so doing universal ruin was averted, and the Bank itself saved 
from stopping payment 

Experience, therefore, has indisputably proved that the Bullion 
Report was. framed with truer wisdom and scientific know ledge of 
the Principles of Paper Currency than the Bank Act 9f 1844. The 
only deficiency in the Report was that it failed to point out the 



360 THEORY AND PRACTICE OF nANKING 

proper means by which the Paper could be kept at par with gold. 
But the true principle of controlling the Pllper Currency is now 
well understood to be by adjusting the Rate of Discount by 
the Foreign Exchanges, and the state of the bullion in the Bank 

lhaminalion of tho Arguments aUeged for maintaillil1g the 
Bank Act 

19. It has now been clearly shewn that the Bank Act has 
completely failed both in Theory and Practice. It has 
been shewn that it is based on a Definition of the word "Cur
rency," which ,is entirely erroneons in Commercial Law, and in 
Philosophy-that it professes to adopt a Theory of Currency 
which it has entirely failed to enforce-that, if the Directors 
choose, they can mismanage the Bank quite as easily under tho 
Act as before it. I;ord Overstone justly pointed out that the 
radical vice of the Bank principle of 1832 was that the Bank 
might be completely drained of gold without a single note being 
withdrawn ,from the hands of the pnblic: the Bank Act was 
expressly framed with the intention of compelling the Directors to 
withdraw notes from the pnblic exactly as gold was dmwn out of 
the Bank. Bnt it was decisively proved in April, 1847, that the 
Bank Act had precisely the same radical defect as the Bank prin
ciple of 1832 ; the Directors 0.1I0we4 many millions of gold to be 
withdrawn from the Bank without withdrawing a single note 
from the public, and the pretended .. Mechanical" action of the 
Act wholly failed to prevent them doing so-that the Act was 
expressly framed with the expectation that it would preveut com
mercial panics, and that it has wholly failed in doing so: and 
hitherto panics have recurred with the so.me regularity as before 
-and, furthermore, although the Act is in no sense whatever the 
original cause or source of these crises, yet, when they do occur, 
and they reach a certain degree of intensity, the operation of the 
Act, by visibly limiting the means of assisto.nce, deepens a ~vero 
monetary pressure into a panic, which can only be aUayed by its 
snspension, and a violation of its principles 

In everyone of these respects the Bank Act has completely 
failed: and in regard to these things its credit and reputation is 
utterly iJ.ead and gone. It is, therefore, necessary to p.xamine 
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fairly the arguments alleged in its favour, and the reasons urged 
why it should still be maintained -

The supporters of the Act, allowing that it has failed in some 
respects, yet maintain that the Dil'ectors having committed the 
same mischievous errors as they had done before it, it arrested 
their mis-management much sooner than would otherwise ha,-e 
been the case; and that when the panic did occur, it was only 
through the Act that the Bank had six millions of gold to meet 
the crisis i and that, by this means, the convertibility of the Note 
was secured 

So far as regards the crisis of 1847, it must be admitted that 
there is much force and truth in this argument. The Directors 
at that date shewed that they had not yet acquired the true prin
ciples of Banking, and it mlist be conceded that it was entirely 
owing to the Act that they were checked in their mistaken policy 
while there was still six millions of gold in the Bank 

But the same ground of censure did not apply to the crisis of 
1857. In the: interval between 1847 and 1857, the Directors 
really at last gral!ped the true method of controlling the Paper 
Currency by means of the Rate of Discount. The truth of this 
principle was probably more enforced upon their attention by the 
limitation imposed by the Act than it would otherwise have been. 
It has never been alleged that the crisis of 1857 was in any way 
due to the Act. -But it is a matter of positive certainty that since 
that date the Bank has fuUy recognised and adopted the principle 
of governing the Paper Currency by means of the Rate of Dis
count. The same rule has been adopted by the Bank of France, 
and tbis is no\v tbe recognised principle by which every Bank is 
managed. Certainly, since 1857, there bas not been a breath 
of blame on the general management of tlie Bank. Granting 
every merit which can fairly be due to the Act; that it has com. 
pelled the recognition'and adoption of this principle some years 
earlier than it otherwise would have been, it may be said that the 
Act has now fulfilled its purpose. It has done all the good that 
it can do. The Directors now perfectly understand, and have 
ever since 1857, conducted the Bank with the greatest Sllccess on 
sonnd princip1es. Having, therefore, accomplished this great 
purpose, the Act has done its work, and has ceased to be neces· 
sary: aud its operation at other most important times being 
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proved to be injurious by the most overwhelming evidence, i 
may now be safely and advautageously repealed-so far, at Jeast 
as regards the limitation of its power of issue. And the reaSOl 
for the expediency of this change is this-

Under the present system of Commercial Credit, there mus 
be somB 80zer~ with tiM power of issuing undoubled Credit t. 
support solvent Commercw.l Houses in times of Monetary Pani, 

It has been conclusively shewn in the preceding remarks, thai 
it is entirely futile to expect that. Commercial Crises can b: 
prevented, and that they occur with precisely the same violenci 
in places where there is a purely metallic currency as nnywhe1'1 
else; Hence the illusions in this respect, on which the Act ww 
founded, are now completely vanished 

In all cases, houses which are clearly insJlvent should not hI 
supported; they ought to be compelled to stop without anJ 
hesitation. To support such houses is a fl'aud upon their creditora 
But under our complicated system of commerce, the Credit 01 
even the most solvent houses is so intertwiued aud connected wit! 
others, that no one can tell how far any house, even of the highesl 
name, is solvent. Consequently, everyone is affected by thil 
nniversal discredit. Many houses which are really solvent, maJ 
have their assets locked up in some form which is not readily con· 
vertible. Under such circumstances it is absolutely indispensable 
to prevent nniveraal ruin, that there should be some source t< 
afford nndoubted credit to houses which can prove their solvency 
And there are but two. sources from which such credit can bE 
issued-the Government and the Bank of England' 

In 1793, the Bank resolutely refused to support Commercial 
Credit, and the Government were obliged to assist solvent house, 
with Exchequer bills, and this saved the commercial communitJ 
from ruin. In 1797, the Bank also refused to aupport commerce, 
and the result was its own stoppage. After the stoppage, how· 
ever, it largely extended its issues, and commerce was relieved 

In every commercial crisis since 1797, however sternly the 
Bank has adopted the Restrictive Theory at first, it hw 
ultimately been driven to abandon it, and adopt the ExpansiVE 
Theory. In 1825, while the Bank persisted in the RestrictiVE 
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Theory. some eminent bankers stopped payment with assets worth 
408. in the pound. Two days afterwards the Bank changed its 
policy. aud issued notes with the most profuse liberality. and the 
panic vnnished. Ir the B:lnk had adopted this principle at first. 
and assisted those bankers who were really solvent. they would 
have been saved from stopping payment 

The very same principle was decisively proved in 1847.1857. 
and 1866; the Restrictive Theory was in those years enforced 
by law. But no Government could "maintain the Act and tho 
Restrictive Theory to the bitter end. and face the consequences 
of producing univer~al ruin iu pursuance of a Theory. which the 
most distinguished authorities of former times had unanimously 
condemned 

It is. thercfore. irrefragabty proved by the nn!\uimous opinion 
of the most eminent commercial authorities, and the clear 
experience of 100 years. that the Restrictive Theory in a 
commercial crisis is a fatal delusion; and that when a commercial 
panic is impending. the only way to avert and allay· it is to give 
prompt, immediate, and liberal assistance to all house." who can 
prove themselves to be solvent; at the same time allowing all 
houses which are really insolvent to go. Universal experience 
proves that this is the only menns of separating the sound from 
the unsound. aud averting general rllinby preserviug the former 

An Excessive Restriction 01 Credit produce. and 
tlQll$eS a Run lOT Gold 

20. As a matter of fnct it is perfectly well known to a\1 
bankers that an excessive restriction of credit produus and tlQll~ 
a run for gold 

Sir William Forbes. in his interesting J/emoirs oJ a Bal!killg 
House. says of the crisis of 1793-" These proceedings. which 
obvionsly foreboded a risk of hostilities. were the signal for a 
clleck on mercantile credit aU over the killgdom; alld thai c11«& 
leJ by collsequmu to a ckln~/UI 011 baimeT' for 1M mMey deposiltd 
wilh tlteln, in order to supply the wauts of mercantile men .. 

The Bullion Report expressly attributes the stoppage of the 
Bank in 1797 to the merciless restriction of Credit 

In 1857. discounts had ceased a~ the variolls banks, and a 
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general run was commencing upon them, when the Treasury 
letter came: this allayed the panic, and stopped the run 

In 1866, matters were a great deal worse. In consequence of 
the restriction on Credit, a most severe and general run took 
,place on all the London bankers. The sum paid away during 
the panic can probably never be known, but it was something 
perfectly fabulous. And this general run upon the bankers was 
certainly cansed and produced by the excessive restriction of 
Credit, caused by the Bank' Act 

The result of such an Act was most distinctly predicted by 
Henry Thornton, one of the joint authors of the Bulliou Report, 
in his treatise on the Paper Credit of Great Britain, published in 
1802. He says-

"Two kinds of error on the subject of the affairs of the Bank 
of England have been prevalent. Some political persons ha'l'o 
assumed it to be a principle, that in proportion as the gold of the 
Bank lessens, its paper, or, as is sometimes said, its loans (for the 
amount of the one has been confounded with that of the other), 
onght to be reduced. It has been already shewn, that a 
maxim of this sort, if strictly followed up, would 
lead to universal failure" 

The Bank Act of 1844 was constructed on this precise 
principle, and Thornton's prediction 'has been strictly verified 

Seeing, then, that it is a matter of absolute demonstration 
that it is indispensably necessary that there must be some source 
having the power to issue solid Credit to support solvent houses 
in Monetary Panics, it only remains to consider whether that 
sonrce should be the Govel'Ument, or the Bank-and very con
vincing reasons shew that it onght to be the Bank rather than 
the Go,el'nment 

Such a duty is quite out of the usual line of the Government. 
They must issue a Special Commission to investigate tlie solvency 
of those merchants who ask for assistance. Such a Commission 
would nevet be appoiuted until matters had become very severe, 
and much suffering would be caused by the unnecessary delay 

But such a thing is the ordinary and e,ery day business of 
the Bank. The merchant simply goes in the ordinary way of 
business to the Directors, satisfies them of his solvency, gives the 
neceBSary security, and receives the assistance without delll3 
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These considerations, as well as others that might be adduced, 
shew that the proper source to have this power is the Bank of 
England and not the Government 

21. Some persons, however, might suppose that such an issue 
of notes might turn the Foreign Exchanges against the country. 
It was formerly supposed, and the idea pervaded Sir Robert Peel's 
speech, that the Foreign Exchanges are mainly influenced by the 
numerical amount of Notes issued. But in modern times it has 
been proved that the RatB of Discount is an infinitely more power
ful method of acting on the Exchanges than the amonnt of Notes. 
And this may be said to be a new discovery since Sir Robert Peel's 
speech j for th~re is not a trace of the principle to be fonnd in it. 
In former times, certainly, when there were multitudes of Banks 
issuing torrents of Notes, these Notes lowered the Rate of Dis
count, and drove bullion out of the country. But under the 
modern system, when these issues have been happily suppressed, 
all da.nger on this score has vanished: and under present circum
stances no issues are excessive which do not lower ths Rate oj 
Discount 

The doctrine laid down in the Bullion Report, and by all the 
most eminent authorities of that period, was, that the true 
criterion of the proper quantity of Paper Currency was not in its 
numerical amount, but the stat-e of the Foreign Exchanges aud 
the Market Price of Gold Bullion. This doctrine was true so far 
as it went: bnt nnfortunately they never investigated the COITect 
method of keeping ~he Paper Cnrrency in its proper state. The 
principal method thought of nntil after Sir Robert Peel's time, 
was simply diminishing its numerical amount. It is true that 
raising the Rate of Discount was reckoned among the subsidiary 
methods of curbing it, bnt so little was its true importance under- . 
stood, that it was not even mentioned by Sir Robert Peel. Since 
his· time, however, it has been demonstrated by argument, and 
proved by conclnsive experience. that it is the true supreme 
power of controlling the exchanges and the Paper 
Currency, and that all other methods are insignificant com
pared to it. And since the Directors now thoroughly understand 
and act upon this principle, they may be entrusted with unlimited 

. Dowers of issue 
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22. Some able authorities, however, are of opinion that the 
Act should be maintained, as it strengthens the hands of the 
Directors in carrying out this principle, and enforcing the rule. 
That, without the Act, commercial pressure upon them might 
sometimes be too strong to resist. Whatever force there may bo 
in this argument, it will be found that the other arguments com· 
pletely outweigh it i and, in fact, such an argu'ment naturally 
leads us to consider the constitution of the Directorate itself 

Bya remarkable custom professioual bankers are excluded 
from the Directorate of the Bank, which is exclusively composed 
of merchants. It has long been recognised that Commercial 
Credit and Banking Credit are of two distinct natures, and in 
many respects essentially conflicting and antagonistic. The samo 
persons should not carry on both kinds of business i great bankers 
should not be merchants, and great merchants should not be 
bankers. The Duty of a banker frequently conflicts with, and 
is antagonistic to, the Interest of a merchant. A banker's 
duty is to keep himself always in a position to meet his liabilities 
on demand; and when there is a pressnre npon him, it is his duty 
to raise the price of his money. But tho Interest of a mer· 
chant always is to get accommodation as cheap as possible. Hence, 
as the Directors emanate exclusively from the Commercial body, 
the Interest of the body from which they come has been fre. 
quently opposed to their Duty as Directors of the Bank. And, 
formerly, it cannot be denied that their sympathy for the body to 
which they belonged has interfered with their proper course of 
action as Directors of the Bank, and has been the cause of many 
errors 

The whole principles of the subject have now been brought to 
strictly scientific demonstration. If, therefore, the Directors find 

. themselves unable to withstand Commercial pressure, and fulfil 
their undoubted duty, it would seem to raise the question whether 
some modification of the constitution of the Directorate might not 
be desirable, and. whether a certain portion of them, at least, 
should not be as unconnected with commerce as private bankers 
are. There are very good reasons wby they should not be 
exclusively taken from the Commercial body 

The overwhehning weight of practical considcrations is in 
favour of restoring the Bank to its.original condition, and abolish· 



TnE DIRECTORATE OF THE BANK is 6'1 

ing tlle separation of the two departments; which has been 
shewn was intended to carry out a particular Theory, but which 
it wholly fails to do. For while times are quiet, or even during a 
tolerably severe monetary pressure, the Act is wholly in abeyance, 
it is utterly inoperative. But when a real commercial crisis takes 
place, and it tot!J.lly fails to prevent these, as it was expected to do 
-and when that crisis has deepeued beyond a certain degree of 
intensity, then the Act springs into acHon with deadly effect. It 
prevents by Law the only course being adopted which the un
varying experience of 100 years has shewn to be indispensable to 
avert a panic, namely, a timely and liberal assistance to solvent 
houses: then follows a wild panic; and if the Act were rigorously 
maintained, then universal ruin 

There is also another circumstance of the greatest importance 
. to be observed, but which has not obtained sufficient notice. By 
the Bank Act of 1833, Bank Notes are made legal tender only 
while the Balik pays its Notes in gold on demand. As soon as it 
ceases to do so, DO one can be compelled to take them, any more 
than any other bank notes. Consequently, if the Bank were com
pelled to stop payment in a panic, by enforcing the Bank Act of 
1844, to its last extremity, as it 'most certainly would have done 
in 1847, 1857, and 1866, its Notes immediately cease to be legal 
tender by the Bank Act of 1833, and their holders could not 
compel anyone to receive them in payment of a debt 

The true object of the Act is to ensure the convertibility of 
the Bank Note. But the principle of the Act, or the machinery 
devised for that purpose, is merely a means to that end, and it 
has been proved to be defective. A better means of attaining the 
object o.f the Act has been ascertained and demonstrated to be 
true by the strictest scientific reasoning, as well as by abundant 
experience, since the passing of the Act, which is acknowledged to 
be efficacious, and, therefore, the Act is no longer necessary. The 
necessity of passing the Act was a deep discredit to the Directors 
of the Bank. It was a declaration that they were not competent 
to manage their own business. But DOW that they have shewn 
that they are perfectly able to do so, it is no longer necessary. It 
inay be sometimes neces3ary to put a patient into a strait-waist
coat; but when the patient is perfectly recovered, and is restored 
to his right mind, the IItrait-waistcoat may be removed-especially 
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8.'J it is found that, under certain circumstances, the strait-waistcoat 
not only strangles the patient, but scatters death and destruction 
all around 

23. In the debate on Mr. Anderson's motion in the House 
of Commons, on the 25th March, 1873, the Chancellor of the 
Exchequer, Mr. Lowe, seemed to turn commercial panics into 
ridicule. He said that we never hear of military panics, or naval 
panics; why, then, should we hear of commercial panics? He 
seemed to consider English merchants as an inferior breed of mt'n 
to English soldiers and English sailors. For once the Right 
Honourable gentleman's acumen was at fault. The analogy is 
wholly erroneous. It is the duty of military and naval men to 
face death; it is their profession. But it is not the duty of com
mercial men to face ruin with equal equanimity. Under the 
modem system of commerce, discount is as necessary to commercial 
existence as air is to the life of the body. When the whole com
mercial community sees the very means of their existence rapidly 
diminishing before their eyes, they naturally rush to obtain Notes 
while they can, and on such occasions no raising of the Rate of 
Discount can check the demand. If they cannot get Notes, they 
run for Gold. Such a state of things naturally and inevitably 
produces, and invariably will produce a panic. The analogy 
of the Black Hole at Calcutta is much more true. When 150 
wretched men were shut up for a whole night, in a tropical climate, 
in a room less than twenty feet square, with only one small window 
to admit air, they naturally fought and struggled to get near it to 
preserve their existence. Under such circumstances there was, 
and there always would be a panic. So, in the commercial world, 
when they see the very means of their existence rapidly dimi
nishing before their eyes, they naturally fight and struggle to gl't 
possession of it, and they always will do so under similar circum
stances. If the" Currency Principle" were carried out to the last 
extremity in a Monetary Panic, the survivors of the commercial 
community would not be l)roportionntely more numerous than the 
survivors of the Black Hole of Calcutta 

24. We thus see that Rir Ro1:ert Peel was greatly deceived 
in his expectation that the limitation of the Bank's power of issue 
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would prevent commel'<'ial crises. On this occasion he erred, n9 
1'0 many others 11a\'e enell, in Economics, by too limited a con
sideration of facts. It is tl'ue that on 801»6 occasions' the Bank 
had fostered an o\'er-spirit of speculation by too profuse an issue 
of notes. But commercial crises occur from otber causes besides: 
they have occurred when there was no profuse issue of notes, lind 
in places where there were po notes beyond bullion. Whenewr 
there are expected to be great fluctuations in prices from whnt
ever cause arising-either from great scarcit.y or from grent 
abundance-from the transition from peace to war, or from wtIr 
to peace-from the discovery of new promable openings of every 
description-from great disturbance in the usual course of trade
the speCUlative or gambling propensity is sure to be called forth, 
nnd lead to a pressure more or less intense. In 1694 the first 
joint stock mania took place, when there wns no excessive credit. 
In 1720 there was no excessive issue of 1I0tes. In 1768 there 
was no excessive issne of notes, and the great commercial crises 
of thnt year took place at Amstcrdam, where the cc Currency 
Principle" was in full operation. In 1772 there were excessive 
issues of notes, which. greatly conduced to the crisis. In 1788 
the crisis seems to have been due to the transition from war to 
peace. Before 1798 there were excessive issues of notes by the 
misel'flble h'adel'S whom the monopoly of the Bank permitted to 
grow up as bankers. Previous to 1797 the Balik itself had mnde 
excessive issl\es, compelled thereto by Pitt. In 1808 the Bank 
g-reatly fostered the spirit of speculntion. In 1824 nnd 1825 the 
Bank was far too long before it contracted its issues. So also in 
1886 and 1839. But in 1847, 1857, and in 1866, the great crises 
were in no way whatever attributable to excessive issues. In 1847 
it was excessive railway speculation. In 1857 it was due to B 

series of causes wholly irrespective of issues, and in that year tho 
foverity of the cl'isis at Humburg, where the "Ourrency·Principle" 
is carl'ied out, was so great that the Govemment was obliged 
to come forward to create a solid credit to support solvent houses. 
In 1866 there were no excessive issues of notes. The most 
bigoted opponent of the Bnuk could by no possibility slIY thnt 
Ihe crises of 1857 and 1866 were in any way whatever attl'i
butable to the Bank, or coulu, by any possibility have becu 
averted by nny management of tho Dllnk 

VOL. n. nB 
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The crisis of 1808 was due to the sudden opening of the South 
American markets. That of 1825 to the anticipated profits on 
working foreign mines. That of 1836 partly to the rapid exten
sion of Joint Stock Banks. That of 1847 to excessive railway 
speCUlations. That of 1857 to excessive trading especially in 
America. That of 1866 to the too rapid extension of Financial 
Companies on the limited liability principle. Hence we see that 
a law made on the supposition that all crises are cRused by a single 
circumstance, and whose operation is only adapted to. that cause, 
must necessarily fail 

Sir Robert Peel was further in error in saying, that during 
periods of commercial crisis private persons make advances. It 
may, perhaps, happen that here and there a. private person may 
assist a. friend, but, as a. general. rille, it is wholly without founda
tion. It was observed, before the passing of the Act, that in 
times of commercial pressure there was a general tendency to 
hoard. This was observed in 1825, in 1836, and in 1839. And 
this tendency was greatly aggravated by the Act of 1844, Rnd was 
displayed with far greater intensity in 1847. When the public 
saw that the Bank's reserve was diminishing so rapidly, and no one 
knew what would be done, a. general rush was made at its notes, 
and they were hoarded away in millions. No sooner was the Aet 
suspended than they came forth in millions from their hiding places, 
and' the panic passed away. Therefore, in this fundamental point, 
there is no doubt whatever that Sir Robert Peel was entirely 
wrong, and that the allegation of the opponents of the Act is 
strictly justified-that, when a. pressure reaches a certain point, 
the Act aggravates and intensifies it into a. panic, which can only 
be allayed by the suspension of the Act ' 

Moreover, Sir Robert Peel was quite mistaken in supposing 
that bankers only make advances out of bonafide capital. This 
is so fully set forth in the chapter on the Theory of Banking, that 
we need only to remind our readers that all banking advances are 
ruade, in the first instance, by creating credit. Every Lanker 
knows perfectly well that all exce:;si ve restriction of credit causcs 
and produces a run for gold. When the banks see that they can 
get no assistance from the Bank of England, they must cease dis
counting. But if they cease discounting, their customers ha\'e 
still engagements to meet, which, of COUI'RP, Ihey will do liS long 
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ail they can; and, in order to do so, they have no other resource 
but to draw their balances, and this, of course,will end in making 
their bankers stop payment; and bankers and customers will fall 
together 

.Many persons have observed that. the variatjons in the Rate of 
Discount have been much more frequent since the Act than before 
it; and they maintain that the Bank Act is the cause of these 
variations. In answel' to this, it may be said that it was the very 
fixedness of the Rate of Discount in former times that was the 
main cause of many calamities; and that if the variations had 
been more frequent and severe, these calamities would have been 
saved. And as for the frequeut variations since the Act, it may 
be confidently said that the Bank Act is in no way whatever their 
.cause. Their true cause is the increased knowledge of the true 
scientific principles of Banking, and the increased speed and 
cheapness 'with which bullion now flies from one commercial 
centre to another 

These considerations give a final and conclusive answer to 
those persons who conceive that the Rate of Discount can be kept 
fixed. • These variations are in modern times absolutely indispen
sable, and the only method by which the Bank can preserve its 
security. They must necessarily have been made, had the Bank 
Act never existed at all. In fact, if this principle of controlling 
Paper Currency had been understood and acted upon in former 
times, there never would have been any necessity for the Act. It 
was the very ignorance or neglect of this principle which had 
brought the Bank into danger so many times before 

25. It is a matter of very serious doubt indeed whether the 
sweeping words of the Bank Act of 1844 have not rendered all 
English banking illegal. For the eleventh section enacts, in the 
broadest possible terms, that no banker" shall make any engage
ment for the payment of money payable to bearer on demand." 
Now we have shewn the ntter misconception of the very nature of 
banking busine8s so generally prevalent, even among persons who 
might naturally have been expected to have been better informeu. 
Thus, even Gilbart and Lord Overston.e consider the business of 

. banking to consist in borrowing money from one set of persons 
and lending it to another •. So,also, paragraph 62 of the Report 

1lB.2 . 
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of the Committee of the Honse of Commons, on the crisis of 1857; 
among other errors and misconceptions, which we have alrelttiy 
refuted, sltys-" the 1Me of 1J!oney, and that only, they regard as 
the province of a bank, ",hethera private person or incorporation, 
or of the banking department of the Bank of England" 

Now we have over and over again pointed out that this is the 
business of a Bill Discounter, and not of a "Banker." A banker 
never lends money, in the first instance; we have already explained 
that the very essence of banking is to create Credit, or liabilities 
payable to bearer on demand. We have already shewn· how 
completely Mr. Cardwell and Mr. Wilson were mistaken as to the 
very nature of the business of banking. Equally ill informed, 
also, was Mill, for, in the early editions of his Political Economy, 
he has this note in his chapter on the Regulatio" of Currency, 
Book IlL, ch. 24, § 3.-" It would not be to the purpose to say, 
by way of objection, that the obstacle may be evaded by granting 
the increased advance in book credits, to be drawn against by 
cheques, without the aid of bank notes. This is, indeed, possible, 
as Mr. FuIlarton has remarked, and as I have myself said ill a 
former chapter. But this substitute for bank note currency eer
tat'nly has not yet been organised (//); and the law having clearly 
manifested its intention that, in the case supposed, increased 
Oredits should not be granted, it is yet a .problem whether the law 
·would not reach what might be regarded as an evasion of its pro
hibitions, or whether deference to the law would not produce (as 
it has hitherto done I) on the part of banking establishments, 
conformity to its spirit and purpose, as weUas to its mere letter" 

Now·what Mill, in this extract, said had never yet been or
ganised, happens to be the precise thing in which II banking" 
consists I It is right to add, that in the later editions of his 
work this paragraph has been omitted 

But though Mill shewed his ignorance of the existing facts in 
this case, his admission is valuable that this practice is a direct 
violation of the spirit and purpose of the Bank Act; but whether 
it is not also a direct violation of its letter, is very seriously 
doubtful 

All banking advances, then, are made by creating Credit, or 
Deposits; and whether this Credit is transferred from one person 

• Vol. I., CII. 6, i 7 
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to another, by means of Bank Notes, or Cheques, in no way affects 
its nature or its quantity. And it is this very thing which is 
already creating so much alarm in. the minds of many persons 
when they see the huge mass of Deposits, or Banking Credits, 
reared up by the London banks on so slender a basis of Bullion: 
for these Deposits are, in reality, neither more nor less than so 
many Bank Notes in disguise 

Now, when a banker creat-es a Credit in his customer's favour, 
either in exchange for money, or bills, or any other s~curity, by 
the fundamental contract between banker and customer, he en
gages to pay this Credit to his customer, or to -allY 0116 els6 to 
whom his customer may assigll it: and in token of this he de.Iivers 
to his customer a book containing blank slips paya.ble to bearer on 
demand, 01' to order on demand, called in modern commercial 
language, Cheques. The very essence and business of banking 
consists in " making engagements to pay money payable to bearer 
on demand." It may be said, indeed, that a banker is not a party 
to the cheque: true, his name is not on the face of the instrument, 
as an obligor; but he is, bOlla fide, and, in reality, a party to it 
so long as he has funds to_ meet it: for it is a legal liability of his 
to pay his customer, or anyone his customer may assign it to ; 
and by the very fact of his creating the Credit, he authorises his 
customer to put it into circulation. So long as his customer does 

. not exceed _ the amount at the credit of his account, the bankerii 
legally a sleeping ;partner to .the cheque 

Now, suppose that two men agree to assail a traveller; one of 
them points a loaded pistol at the traveller's head, the other pulls 
the trigger: both are equally guilty of the murder. Suppose one 
man lights a match and gives it to another man, and tells him to 
set the house on fire, both are equally guilty of the arson 

The very same argument applies to the ordinary routinebusi
ness of banker and customer. The law distinctly says that no 
banker "shall make any. engagement to pay money payable to 
bearer on demand." But the ordinary routine business of a banker 
is to create a credit in favour of his customer which he expressly 
authorises his customer to make payable to bcarer on dcmand, and 
put it into circulation. Now, what is this transaction but a clear 
conspiracy between the banker and the customer to violate the 
"press words of the Bank Charter Act of 18H? The banker 
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creates the engagement, and the customer puts it into circulation. 
The banker loads and points the pistol at the Bank Act, and the 
customer pulls the trigger: or the banker lights the match and 
delivers it to the customer who cousumes the Act. Hl)w is this 
transaction one whit less a conspiracy in law than in the case of 
the murder or the arson? 

Of course, the whole difficulty has been created by the gross 
ignorance of those who drew the Act of the routine business of 
banking: but that is no business of ours. There stand the 
distinct words of the Law; and there are the actual facts of 
banking; and it is not possible for the wit of man to rcconcile 
them 

The Cheque Bank 

26. The subject cannot fail, we think, very soon to engage 
the attention of the Courts of Law and the Legislature, for :very 
recently a new institution has been founded which is still a bolder 
contravention, not only of the Bank Charter Act of 1844, but of 
all our monetary legislation for the last 100 years, with a certain 
exception 

This Bank is called the Cheque Bank, and we will first 
describe its method of business, and then compare it with the 
existing monetary Laws 

It receives Money only, and in exchange for this money it 
. issues an exactly equal amount of cheques payable to order, and 
crossed with the words .~-.- & Co." 

Thus, suppose a person pays in £50 ; it will give; him a book 
containing ten cheques payable to order and crossed, and per
forated with the mark not exceeding £5. The customer may, of 
-course, fill up the cheque with £5, or any less sum: but not with 
any greater sum: and supposing that any balance remains after 
the customer has exhausted the 10 cheques, the Bank will give 
him cheques to the amount of the balance 

As the cheques are crossed it pays no money over the counter, 
but all its cheques must pass through the hands of a banker, and 
are only payable to a banker. But though the Bank itself only 
pays them to a banker, any banker or other person may gi\'c c.lsh 
for them just in the Slme way as Jor ~l ordinary cheque, and in 



THE CHEQUE BANI{ 375 

the first year of its existence it has already established relations 
with about 1,500 home, foreign, and colonial banks, whioh will 
cash its cheques 

Tile plan adopted by this Bank obviates an objection to which 
ordinary oheques are liable: when a customer places money with 
an ordinary banker, the banker gives him a cheque book, but 
there is no security that the cllstomer may not draw cheques in 
excess of the credit he has in the Bank: consequently, no one who 
takes an ordinary cheque has any guarantee that the drawer has 
any funds to meet it. But this cannot happen with the cheques 
of the Cheque Bank. They are not issued except in exchange for 
money: and anyone who takes one of tbem is positively assured 
that it will be paid. These cheques, therefore, have all the actnal 
security of cash. They are intended by the promoters of the bank 
to be received as a substitute for cash; and already several Rail
way and other oompanies have agreed to reoeive them as cash. 
The Direotors also propose to supersE,lde Post Office Orders; and 
there can be no doubt that they are far more convenient and 
oheaper than Post Office Orders. As the Directors take care to 
issue no more chequt'll than money paid in, they publicly announce 
that none of their cheques will ever be refused, however long it 
may remain in circulation. These cheques are, therefore, in reality, 
crossed Bank Notes 

Now we do not intend for one moment to question the merit, 
the ingenuity, and the utility of this Bank. But the question is, 
How does it consist with the whole of our monetary legislation 
for the last hundred years, as well as with the Bank Act of 1844? 
About one hundred years ago many parts of the country were 
deluged with silver notes for 5s. and lOs., and even 1()ss: they 
were found such an intolerable nuisance that all Aot was passed in 
1775 to prohibit all notes nnder 20s. ; and in 1777 another Act 
was passed, prohibiting all notes under £5. And, with the 
exception of the period between 1797 and 1829, it has been the 
inflexible determination of the Legislature to prohibit any bank·ing 
obligations payable to bearer on dcmand, for less than £5, frolll: 
being issued and circulated. And since the Bank Act of 1844, 
even this right has been restricted to those bankers who W~l'e in 
existence at that period. No new banks may issue obligation~ 
payable to bearer on demaud. It was even for a long time illeglll 
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to draw cheques for less than £5, though that re,triction is nmv 
removed. It is perfe:Jtly well known that coin cannot circulate 
along with paper of the same denomination; consequently, for n 
hundred years it has been the settled purpose of Parliament that 
no paper shall come into competition with the coin of the reahn 

Now the Cheque Bank publicly guarantees the payment of all 
its cheques. It is, therefore, avowedly a party to them. What, 
then, prevents them, or is supposed to prevent them, from being 
an express violation of the words of the Bank Charter Act ?-

1st. It is said that they are issued payable to order on demand, 
and not to bearer 0:Q, demand 

Now, this cannot save them from the penalties of the Act, 
because as soon as the payee has indorsed them, they become pay
able to bearer on demand; and consequently, the bank is a party 
to an obligation payable to bearer on demfl.nd contrary to the 
express words of the Act 

This subtlety, therefore, will not hold water for an instant 
2nd. But there is a seco~d one. The cheques are cro~8ed, and, 

therefore, they are not literally payable over the counter to bearer 
on demand; but only to the bearer's banker, or agent, on demand 

Now this is the sole subtlety which is supposed to save these 
instruments from being a direct violation of the Bank Act. Thp.y 
are distinctly Bank Notes-but they are crossed Bank Notes, and, 
therefore, are supposed to evade, by the skin of their teeth, the 
precise words of the Act. Now it is a well known maxim of law, 
that no one shall do indirectly what the law forbids to be done 
directly. Now the Law most expressly forbids any banking obliga
tions payable to bearer on demand to be issued j and it is supp03ed 
that it will allow its solemn purpose to be set aside by the flimsy 
dodge of making the obligations payable to bearer's agent on 
demand I 

Now whether a Court of Law could, by any possibility, hold that 
these ingenious gentlemen have succeeded in evading the precise 
letter of the Law, we slllLll say nothing; because we Ii ttle doubt but 
that before very long the question will be formally investigated 

But there can be no possible doubt that these instruments, 
these crossed Bank Notes, are an utter and complete violation of 
the manifest purpose and intention, not only of the Bank Charter 
Act, but of all our monetal'y legisla~ion for the last century. Fot' 
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what is easier than for the Bank and its customers to agree in 
make these Cheques for £1, and put them into circulation? Then 
we have at once £1 Bank Note.>;. So also the cheques for lOs. 
and 5s. are the old silver notes back again. If the Cheque Bank 
may do this with impunity, why may not every other bank in the 
kingdom do the same? 

The Cheque Bank professes, for the present at least, to issuE' 
its cheques only in exchange for cash. But if it does so in 
exchange for ca.sh, what is there to prevent them from issuing 
them in exchange for bills and other securities? And why should 
not every other bank do precisely the same thing, if the Cheque 
Bank may? If the crossing is sufficient to save them from the 
penalties of the Act, they mly equally be iS3ued in exchange for 

. bills and other securities 
No bank discounts a bill, or. creates a credit in favour of a. 

customer, unless it believes its advance secured. And if it creates 
a credit in his favour which he may the very next instant demand 
payment of in cash, it may just as well give him these crossed 
Bank Notes, which will probably rem3.in some time in circulation. 
There is nothing wanting uut that the banker and the customer 
s'10uld agree to draw these cheques for even sums such as £5 and. 
£1, or any others, and we have at once the power of unlimited 
issues of Bank Notes restored to the banks 

Now if it should be found that the ingenuity of these gentle
men ha3 been successful, they will have completely picked the lock 
of the Bank Charter Act, and opened the floougates to inundate 
the country with boundless quantities of paper money, which it 
has been the settled purpose of the Legislature to suppress 

The direotoril of the Bank, to do them justice, make no secret 
of their intentions; they intend to revolutionise the banking 
system of the country, and they will assuredly do it, if their 
experiment is allowed to proceed. For this Bank is the germ of a. 
system which will reduce all our monetary laws and Bank Charter 
Acts to waste paper 

After the passing of the Bank Act of 184,4, a custom sprang 
up in some of the Midland CJUllties of cu;tomers drawing cheques 
on their bankers, which the banker accepted. These, of course, 
were simply Bank Notes: and a clausa was inserted in the Stamp 
.\.ct of 18fH to preclude such proceedings 
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Thus the Legislature has manifested its fixed determination to 
suppress banking obligations payable to bearer on demand; and 
when certain parties had discovered what they thought a loop-hole 
in the Act, Parliament immediately took care to stop it np. Now, 
is it likely that when the Law Officers of the Crown and the Chan
cellor of the Exchequer are fully ,aware of the inevitable conse
quences which will, sooner or later, follow the operations of this 
Bank, they will suffer it to exist? Cheque Bank cheques are 
nothing more than accepted cheques, which have already been put 
down by law. The express purpose of Parliament is to suppress 
unlimited issues of circulating Banking Credit, and is it likely 
that they will permit their fixed determination to be set at nought 
by the paltry quibble that these Bank Notes are not payable to 
bearer on demand, but to bearer'8 agent on demand? The in
genious gentlemen who devised the Cheque Bank· have laid a 
cockatrice's egg, which, if suffered to come to maturity, will 
inevitably devour the Bank Charter Act 

27. This circumstance will, no doubt., tend to accelerate what 
statesmen of all parties are so anxious to avoid, a thorough and 
searching investigation into the whole of our Banking system. 
But, however they may try to stave it off, such an inquiry will 
inevitably come. For each succeeding crisis will be more severe 
than its predecessor. In 1817, the first crisis after the Act of 
1844, the Credit system was comparatively small; it had greatly 
increased in 1857, and the cl'isis was more severe; in 1866 it had 
greatly increased, and the crisis was far more terrible; and so it 
will be in future. Every year the system of Oredit is attaining 
more colossal dimensions, and, like a huge octopus, it now grasps 
all classes, and almost all persons, in its embrace. And, like the 
throes of Enceladus, it will periodically convulse the world, until 
it is settled on true scientific principles 
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CHAPTER XVII 

ON THE RISE AND PROGRESS OF JOINT STOCK 

BANKING IN ENGLAND 

1. It is very commonly supposed that Joint Stock Banks 
were not permitted by Jaw in England before 1826, nor in the 
metropolis till 1833, but the preceding narrative shews that this 
idea is incorrect. By the common law Joint Stock Companies of 
all sorts, including, of course, bank~, are perfectly legal, and con
sequently, if we wish to have a correct idea of the matter, we 
must observe this, and then ascertain what changes and modi
fications were made in the common law by successive Act.\! of 
Parliament 

2. Although the ~t joint stoCk· mania in England took 
place in 1694, no one, at that time, thought of getting up a joint 
stock bank, in fact, joint stock bank shares are the very last thing 
anyone would think of getting up as a mere speculation. Whl~n 

the Bank of England was founded, it received no monopoly in its 
favour, and it was only in 1697, after the disastrous failure of th~ . 
Land Bank Scheme, and the ruin of public credit, that the Bank 
was enabled to obtain a monopoly. But even that did not affect 
the common law right to establislL such institntions, it only said 
that no rival bank should be erected Or countenanced by Par
liament.None, however, were formed; but, in 1108, another 
Company began doing banking business by issuing not~. The 
Bank then, in 1709, obtained the clause in the Act of that year, 
prohibiting any company of persons, exceeding six in number, 
from" borrowing, owing, or taking np money on their bills, or 
notes payable to bearer on demand," which, we have shewn, wa.'! 
the well understood meaning of the word "bankiug~' at that 
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time. This clause was effectual up to 1742, when, in the Aet of 
that year, it was re-enacted in much more full and explicit terulll. 
But still the restriction was confined to borrowing, or owing, 
money on their bills, or notes. Consequently, the method of 
creating liabilities by means of entries and cheques, which wus 
borrowed from the Dutch by our bankers, was not affected by tbe 
restrictiv~ words of the Act. When, therefore, the London bankers 
discontinued their issues of notes, and restricted themselves to 
entries and cheques, there was no law whatever to prevent joiut 
stock banks being formed, and carried on by that method. 1.'his, 
however, completely escaped observation, and we can have very 
little doubt that if this flaw in the monopoly had been discovered, 
and an attempt made to take advantage of it, Parliament would 
immediately have put it down, and there can be no possible douLt 
but that it was their manifest intention to create a complete and 
effectual monopoly on behalf .of the Bank, and protect it from any 
rival banks of any sort whatever. The effects of this monopoly, 
however, were most disastrous. Bank of England notcs had no 
circulation beyond London, and it would not establish auy branche.! 
in the country. No other powerful and wealthy banks could be 
formed., the consequence was, that when enterprise awoke in the 
country, in the last quarter of the lust century, and there was a 
great deman!1 for an increased Currency, all sorts of petty trades
men in all direction~, grocers, linen-drapers, cheesemongeril, tailors, 
&c., started up and turned "bankers," i.e., issuers of promi.iKory 
notes, so much so, that, in 1793, there were about 400 of these 
country" bankers." But, of course, this Paper Currency was of a 
most rotten description, and on the ·occa.~ion of any great COlll

mercial crisis they failed by dozens. In the great criHis of 1703, 
no less than 100 stopped payment, and double that numLer were 
greatly shaken. In 1810 about a similar numLer stopped, a great 
number in 1812, and in the three years, 1814-15-16, ninety-two 
commissionS in bankruptcy were issued against banks, and, allowing 
the usual proportion of four Ml1RpenKiom to one bankruptcy, in 
those three years alone about llGO banks stopped. In twenty-eight 
years, from 1791 to 181R, the offieia\ retl1rn shewl! that 273 com
mi;sions lI'ere is~ued against bankers, or we may fairly assume that 
upward'! of 1000 banks stopped payment during that period. The 
intolerable hard·!Ilip of the Illunopoly of the Balik Charter Illay be 
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conceived. when the Bank, doing no business i~lf at such places 
as Bristol or Liverpool, no powerful bank could be formed at these 
place!; on a.coount of it. These enormous failures among the 
Country bankers, spreading ruin and desolation throughout whole 
districts of territory, naturally turned public attention w the 
Scotch system of banking, where, with the single exception of the 
Ayr hmk, there had been no failure of a joint stock bank. Mr. 
Joplin is the earliest person that we are aware of, who disoo,"cn:d 
that the Charter of the Bank of England did not prevent banking 
companies being formed which did not issue notes. In a pamphlrt, 
entitled S"pplemmlarg Obsen,oaluJIIs to llis Third Edition of nn 
Essay on Bankulg, h., 1823, he says, Po 8-1-" That public banks 
have not hitherro existed, more especially in London and Lan
cashire, seems w have risen from the want of a proper knowledge 
of the principles of banking, rather than from the Charter of the 
Bank of England, wlUe", I foul, dou not 11f"t/J6l1t pub~ ballks for 
ths deposU of (ojJiilll from beillg established.. • • That banks 
ought w be the permanent deposiwries of the capital of the 
country. is an idea which no writer has hitherto entertained, and 
the silent operations of the Scotch banks have eluded obserrntillu. 
It has, in fact, always been hitherto considered that ths proptr 
busiJlUs of a ballk was to is8tJ6 notes alld discount bills at short 
datu. This is '"err strikingly exen:i.plified by the clause in the 
Charter of the Bank of England, which restricts other banks to 
six p&rtners." (Mr. Joplin then quotes- the clause, and says-) 
"It is quite evident that the framers of the above clause cousiden>d 
the busineos pursued by the Bank of England the only proper 
banking. It appeared to them that preventing banks with more 
than six partners from issuing bills at short dates, or notes payable 

. on demand, was altogether conferring on the Bank the privilege 
of exclusive banking as a public company. This it did, 'iO doubt, 
oaording to tMir definitiIJn of 1M krm, but it stul /saves 1M most 
imporlo.nt parI of bank'"g open to 1M pub~. Thsn is at tllis 
moment no legal impediment to illS establuhmAllt of joitlt slock rom
paniufor trading ill real tapilal. Both the letter and the spirit 
of the Charter has reference to the circola.tion of biI1i and notes 
alone. A bank which traded only in capital would not in the 
least trench upon the monopoly of the Bank of England, nor be 
any infrin.,o-emeut of its charter." Thus Mr. Joplin has. as far as 
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we are aware, the merit of perceiving the loop-hole in t~e Act, by 
means of which, ten years later, the first joint stock bank was 
established in London 

3. An attempt, in 1823, to gain the consent of the Bank of 
England to give up the privileges of their Charter, so far as to 
permit joint stock banks to be formed in the country, having 
failed, even though a bribe was offered, nothing further took placo 
till 1826, when the disasters of the preceding yoar being very 
generally attributed to the improper management of the conntry 
banks, the Ministry wore poworful enough to compel the Bank to 
give up its unjustifiable monopoly, and at length agreed to permit 
joint stock banks to be formed beyond sixty-five miles from the 
metropolis. The Statnte 1826, c. 46, wa~ passed for this purpose. 
Its chief provisions are-

I. That banks of an unlimited number of "partners may be 
formed, and carry on all descriptions of banking business by 
issuing notes and bills payable on demand, or otherwise, provided 
that such corporations, or partnerships, should not have any houso 
of busine3s or establishment as bankers in London, or at any place 
within sixty-five miles of London; and that each member of such 
corporation, or partnership, should be liable for all its debts of 
every description, contracted while he was a partner, or which fell 
clue after ho became a partner 

II. No such 'banking company was to issue, or re-issue, either 
directly or indirectly, within the prescribed distance, any bill or 
note payable to bearer on demand, or any bank post bill, nor draw 
npon its London agents any bill of exchange payable on demand, 
or for any less sum than £50, but they might draw any bill for 
any sum of £50, or upwards, payable in London or elsewhere, at 
any period after date, or after sight 

III. Such banking companies were expressly for"bidden, by 
themselves or their agents, to borrow, OlVe, or take up in London, 
or at any place within sixty-five miles of London, any sum of 
money on any of their bills or notes payable on demand, or at any 
time less than six months from" the borrowing thereof, but they 
might discouut in London, or elsewbere, any bill or bills of ex
change, not drawn by, or upon themselves, or by, or upon, any 
person in their behalf 
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IV. Before such a company began business, they were to make 
a return 'of the names and addresses of all their partners, and· 
places for carrying on business, and the names of two or more of 
their partners, being residen t in England~ who were to be appointed 
publio officers, and in whose names the company were to sue and 
be sued, which return was to be verified by oath. And they were 
required to make returns of all changes in their body 

V. That all proceedings at law and in equity, civil and 
criminal; shall be taken by and against the publio officers of the 
company. All decrees and judgments obtain~d against such public . 
. officers should be valid against all and every member of the com
pany; and execution upon a judgment against the publio officer 
might be issued against any member of the company. But that 
every such public officer or person, against whom such execution 
was issued, should be fully indemnified by the other members of 
the company; but that no execution should issue against any 
person more than three years after he had ceased to be a partner 

VI. The Bank of England was authorised to establish branches 
at any place in England . 

VII. Such banking companies might issue unstamped notes 
upon giving certain securities to the Crown, to make true returns 
of the amount of their issues, and to pay the amount of stamp 
duty on them; and they were not obliged to take out more than 
four licenses, for issuing notes in different places. For any breach 
of these provisions in neglecting to send returns, the penalty was 
£500 per week, and various penalties were enacted for false 
returns. And every breach of the provisions relating to their 
banking business subjected the company to a penalty of £50 

VIII. The rights and privileges of the Bank of EnglaJ;ld were 
to remain intact and unaltered, except so far as ,varied by that Act 

4. Subject to these restrictions upon their business, this Act 
made no provisions regarding the constitution or capital of these 
companies. Each one, was allowed to devise Jl, constitution for 
itself, to name its own capital, and to make any public announce
ment regarding it that it pleased. The formation of joint stock 
banks under this Act proceeded very slowly at first, not more thail 
four .01' five being formed in as many years. III fact, such banks 
could only be sUlclssfully formed by influential VCl'SOllS, and, of 
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course, each of these had already his own bank, which he wonld 
. naturally be unwilling to injure by the formation of so powerfui 

a rival. The first joint stock bank was formed at Lancaster, the 
next at Bradford, and another at Norwich, before anyone was 
formed at one of the great manufacturing towns. It was not till 

,the prosperous years of 1833-34-35-36, that any very remarkable 
increll.'le took place in t.heir numbers. In these 'years, however, 
they multiplied rapidly, more especially in'1836, when upwards of 
40 were established in the spring 

5. On the renewal of the Bank Charter in 1833, it was deter
mined to take oft' the vexatious restriction of prerenting banking 
companies making their Lil!s and notes for less than £50, payable 
on demand by their agents in London. And they were required 
to keep weekly accounts, to be verified on oath, of the amount of 
their notes in circulation, and make a return to the Commissioners 
of Stamps of the avera5e amount in circulation erery quarter 

6. It was at this time, II.\! we have already noticed, that the 
discovery made ill 1822 by Mr. Joplin, that the Bank Charter did 
not prohibit joint stock banks being formed in London, and carry
ing on their business in the method then adopted by the London 
Bankers, attracted attention, and, on the case being submitted to 
the law officers of the crown, they confirmed this view. The flail k 
of the monopoly of the Bank of England, as we may say. being 
turned in this extraordinary and unexpected manner, excited much 
consternation and alarm in that body, and they requested to have 
this omission rectified, bnt Lord Althorp decidedly refused any
thing of the sort, and told them that the bargain was that their 
privileges should remain as they were, and he would not COnBl'nt 
to any extension of them. To remove all possible doubts on the 
subject, a declaratory clause WII.\! inserted in the Bank CharIer 
Act, expreEsly permitting the joint stock banks to be formed, 
provided they did not borrow, or take up in England, any sum or 
sums of money, on their hills or notes payable on demand, 01' at 
any less time than six months from the borrowing thereof. '!'his 
declaratory clause was not long in being acted upon; and Sllon 
after the Act was passed, D1ell.\!ures were taken to constitute a join~ 
stock bank in London. This was the London and Westullnster 
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Bank, which has since been managed with such distinguished 
success 

7. The enormous difficulties which must have attended the 
successful organisation of this g\eat establishment may be con
ceived when we remember that it was not formed under the Joint 
Stock Banking Act at all, which. had no force within sixty-five 
riles of London, but that it was nothing but an ordinary partner
ship at common law. One of the least of the inconveniences of 
this was that it could not maintain an action at law for the most 
trivial debt, without enumerating all and each of the partners, and 
the slightest mistake in" the spelling of a single name would at that 
time have vitiated any proceeding. This bank was the largest 
common law partnership which has existed in Englaud; and all 
the London joint stock banks which were formed before the Act, 
Statute 1844, c. 113, are nothing but common law partnerships. 
The excessive inconvenience attending this state of things, led to 
a bill being brought into Parliament to enable the London and 
Westminster Bank to sue and be sued in the name of its chairman. 
This was warmly opposed by the Bank of England, .and by Lord 
Althorp. Nothing could be more paltry than the reasons alleged 
by him in opposition to it, but he was beaten by a. majority of 141 
to 35. The Government, however, had influence euough to have 
the bill thrown out in the Lords. The Bank being thus defeated, 
adopted the plan of making all contracts through the medium of 
trustees, and all the London joint stock banks had to adopt this 
plan, till the Joint Stock Banking Act of 1844. The other banks 
formed on a similar plan to the London and Westminster are, the 
London Joint Stock Bank, founded in 1836 ; the Union Bank, in 
1839; the London and County Bank, in 1839; and the Com
mercial Bank, in 1840, which afterwards wound up its business 

8. When the London and Westminster Bank was founded, it 
applied to have a. drawing account at the Bank of England, and 
to be admitted to the Clearing House, and both requests were 
refused 

9. A question, however, of very much greater importance 
soon arose. It was a settled question,' that no partnership 01' 

VOL. Ir. co 
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corporation consisting of more than six persons could accept bills, 
at any less date than six months, no matter whether they were a 
Danking partnership or any other. It was clear, therefore, that 
the bank could not itself directly accept bills. But it did not 
appear that the words of the Act prohibited trtlst~ accepting 
bills for a less date, on behalf of the Company. Nor, if trustces 
could accept, was there any thing to prevent them accepting by 
procuration. Consequently, there appeared to be this method 
open of circumventing the monopoly of the Bank of England. 
On the 21st February, 1885, the Bank of St. Albans drew a bill 
for £25 upon the London and Westminster Bank, payable twenty
one days after date; which, on the twenty-third, was presented 
for acceptance at the London and Westminster Bank, and was 
accepted in the following form-

Accepted, 
At 86, Throgmorton-st., per procuration of 

th~ U'us\eea of \he London and WestJnin.R<r B:mlr. 

J. W. GILBART, .!/.fII"t/W. 

10. The Bank of England moved for an injunction, to 
restrain the Bank from accepting bills in this form, and, the rnse 
having been argued, the Court of Common Pleas held that it "«as 
an infraction of the Bank Charter Act of 1883, and the other Acts 
then in force respecting the Bank of England. Accordingly, the 
Master of the Rolls granted an injunction, restraining them from 
accepting bills at less than six months' date. The only result was, 
that the Bank paid the bills drawn upon it, without acceptance. 
The London and Westminster Bank being defeated in this man
ner, the London Joint Stock entered thE' lists ~"Binst the Bank of 
England in another form. It agreed with a bank in Canada, that 
the latter might draw upon Mr. George Pollard, who might accept 
in his own name, and the London Bank ~"l'Ced to find the funds 
to meet Mr. Pollard's acceptances, and such transactions were to 
be matters of account between the two banks. Mr. Pollard was 
not a shareholder in the London Bnnk: but he was their manager, 
and the transaction was substantially an acceptance by the bunk. 
The House of Lords, however, declared this ingenious device to 
be illegal, as it was merely doing indirectly what they were for
bidden to do directly. Thus ended the attempts of the London 
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Joint Stock Banks to free themselves from this mons~rouB 
oppression, from which they were not relieved till the Act of 1844 

11. It was always held at common law that a man could not 
sue himself. Consequently, if the same individual was meniber of 
two partnerships, they could not go to law against each other. 

. The consequence of this was, that no par~nership could sue one of 
its members, or vice Verla, and if the same person had shares in 
two different bimks, they could not have sued each other for any 
demands, or deb~. The Sta~ute 1838, c. 96, was passed to 
remedy this anomalous state of matters; it enacted that a banking 
company might sue, or be sued, by any of its members, exactly as 
if they were separate individuals; and by the Statute 1840, c. 111, 
this was extended to criminal cases, so that if a member of such a 
banking partnership steals or embezzles any property belonging to 
it, of any description, or shall commit any offence against it, he 
may be indicted, and convicted exactly as if he were a stranger 

12. It being unlawful for spiritual persons to engage in any 
trading concerns, and such parmerships of which any of its mem
bers were spiritual persons, being held to be void and illegal, it 
was suddenly found that most of the banking companies in Eng
land were illegal, and all their contracts void, because some of their 
shareholders were clergymen. The Act, Statute 1841, c. 14, was 
passed to remedy this, and declared that such parmerships should not 
be illegal and void; and that their contracts should not be illegal 
and void, although some of their shareholders were clergymen 

13. When the impediments to the formation of joint stock 
banks beyond sixty-five miles from London were removed in 1821i, 
they were left perfeotly free as to the provisions of their deeds of 
constitution, their nominal and their paid up capital, and all tho 
details of management, nor were they obliged to publish any 
accoun~. The public, consequently, were perfectly in the dlll'k 
as to the magnitude and position of the bank, because. they might 
advertise that their nominal capital was £1,000,000, divided into 
any number of shares. But no one had any means of knowing 
how many of the shares were taken and paid upon. Consequently,. 
although the capital of the bank might be advertised in the 

002 
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papers as £1,000,000, no one could tell whether it had bon8 fidD 
£500 paid up 

14. The first few joint stock banks having been apparently 
successful, naturally turned speculation into that channel. Num
bers of new banks were started in all parts of the country, and 
many private ba.nkers, fearing that the competition would be teo 
powerful for them, united and formed themselves into joint stock 
banks. The rapid growth of these establishments led to much 
mismanagement, and many disasters, as might have been expected, 
and Committees of the House of Commons were appointed to 
inquire into the subject in 1836-37 and 1840-41 

15. The great abuses which were revealed in the course of 
these inquiries determined Sir R{)bert Peel, who was supposed to 
be the minister who, par excellence, understood banking, to bring 
in a bill to regulate the future constitutions of these establish
ments. An Act, containing many elaborate provisions for this 
purpose, was accordingly pa.<!sed, Statute 1844, c. 113. FUllyad
mitting the enormous evils which this Act Wa.<! intended to remedy, 
we will only say that a mere unfortunate specimen of legislation, 
or OIi.e more entirely unsuitable to the nature of the busines3 it 
related to, ha.<! not emanated from Parliament in recent times; 
and, being found to be an unmitigated nuisance, without any 
counterbalancing advantages, it Wa.<! wholly repealed in 1857 

16. We have already said that Sir Robert Peel's Joint Stock 
Banking Act,.statute 1844, c. 113, Wa.<! found to be wholly un
suitable for the purposes it was intended, and totally repealed. 
This Wa.<! done by the Act, Statute 1857, c. 49. The principal 
provisions of the Act are a.<! follows-

I. Every Company formed under the Acts, Statute 1844, 
c. 113, or the Statute 1845, c. 75, were to register themselves 
before the 1st January, 1858, under the said Act, under severe 
penalties 

II. Any Banking Company, consisting of seven or more per
sons, having a capital of a fixed amount, divided into shares also 
of a fixed amount, and legally carrying on the business of banking, 
before the passing of the Act, may register itself under this Ac~. 
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and then all provisions of any Act, letters patent, or deed of settle
ment, constituting or regulating the Company, as are incon
sistent with the Joint Stock Companies' Acts, 1859, 1857, or with 
the said Act, are thereby repealed in regard to that Company 

III. The above Banking Acts were then repealed as to any 
future companies, and as to existing companies, as soon as they 
were registered under this Act , 

IV. Seven, or more, persons might register themselves as a 
company, other than a limited company, under this Act, provided 
the shares into which the capital of the company is divided are not 
less than £100 each ' 

V.The numbers of partnel'S permitted in a private bank is 
extended to ten 

17. The question of admitting the principle of limited 
liability into commercial Rartnerships in this country has long 
been debated. with much acrimony. The old theory of the law 

. was expressed by Lord Eluon, who said that a man who entered 
into a commercial partnership, rendered himself liable" to his last 
shilling and his last acre" for the debts of the company. And 
this, no doubt, was true, as far as regards ordinary private part
nerships. . But many great companies had been formed and 
incorporated, in which the privilege of liInited liability was 
specially conferred upon them. A principle inay be good when 
applied to ordinary traders, who are supposed all to take an active 
part in the business, and to be each and all parties ko every transac
tion. . But in the case of great companies it is rather different. 
In them the great majority of the partners are specially debarred. 
from all knowledge of the real nature of the transactions, which 
are expressly left in the hands of a small committee. Now, as 
there are many great objects in COmmerce which can only be 
carried by means of a great company, and it was obviously 
desirable that they should be carried out, it has long been the 
practice in granting Acls to these companies to limit the liability 
of the shareholders.. This was done in the case of the Bank of 
England itself; in railway and other companieR, also, almost 
universally, in the charters granted to Colonial banks. But for a 
very long time the application of this principle to private partner
ships in England was vehemently resisted. However, this resistance 
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was overcome in 1855, and in that year an Act was passed, Statute 
1855, c. 183, to permit the formation of joint slock companies 
with limited liability. However, although the principle was 
conceded as to other companies, joint stock banks were still most 
jealously excluded, on account of some unintelligible distinction 
between their trading and other trading. In the Joint Stock 
Banking Act, of 1857, this exclusion was still strictly maintained. 
But the terrible examples of the failures of joint stock banks ill 
1857, at last compelled the Legislature to yield, and, in 1858, an 
Act was passed to extend limited liability to banks 

The chief provisions of this Act, Statute 1858, c. 91, al'e-
I. So much of the last-mentioned Statute of 1857 as prevented 

b:mks being formed on the principle of limited liability was 
repealed 

II. All banks which issue promissory notes are subject to un
limited liability, as far as regards their notes, for wbich they are 
to be liable, in addition to the sum for which they are to be liable 
to the general creditors 

III. Every existing Banking Company' may register itself 
under this Act, upon giving thirty days' notice, to each and all of 
its customers. Any customer to whom it may fail to send notice 
retaining his full rights, as before 

IV. All companies formed, or registering themselves, under 
this Act, must, on the 1st February and 1st August, in each year, 
post up in a conspicuous place in its head office, and each branch, 
a statement of its liabilities and assets, made up in a form pre
scribed by the Act 

18. When, in the course of less than thirty-five years, men 
ban seen the whole of England shaken from end to end by those 
tremendous banking catastrophes, which seemed to be of periodical 
occurrence, they turned to the example of a country where, though 
there bad been commercial difficulties, there never had been any 
banking disasters at all comparable to those of England. Many 
private bankers, it is true, had failed, but, except the Ayr Bank, 
up to 1826, no Joint Stock Bank in Scotland bad failed. A very 
strong and general demand, therefore, arose for the Scotch system, 
mnny men thinking, that because the Scotch banks were joint 

Btock banks. that, therefore, joint stock banking was all tllllt WM 
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lC:juisite to attain secnrity. When, therefore, the monopoly of 
the Bank was, to a certain extent, broken up in 1826, they ex
pected to enjoy similar prosperity and safety to what Scotland had 
done, and when, after an experience of fourteen years, they found 
that the joint stock banks were scarcely more secure, and equally 
ill-managed as the private banks, great and bitter disappointment 
ensued, and joint stock banking became a bye-word of reproach 

But, in truth, the causes of this are very evident. In Scotland 
the growth of banking has been extremely gradual. The first 
joint stock bank was founded in 1695, the second in 1727, the 
next in 1747, and, except a few country ones, no new one of any 
magnitude was founded till 1810. The consequence was that 
they gradually expanded with the increasing wealth of the country. 
They grew with its growth. Moreover, they· correspondingly 
increased their capital. They acquired great experience, after 
committing many errors, which brought them to the brink of 
destruction. When the country required additional-accommo
dation, it was done chiefly by throwing out branches from the 
parent establishments in the metropolis, so that they bad all the 
experience and effective control of the superior officers. At present, 
there are but ten distinct establishments in the country, but 
these have 901 branches extending into every village in the king
dom, so that banking accommodation is ample and abundant. 
But these are all independent institutions, depending upon their. 
own wealth and resources, and except, perl1aps, in the case of a 
sudden run upon one of them, never seeking assistance from each 
other. To suppose that the English system of joint stock banking 
bore any similarity to this would be a most egregious fallacy, and 
it was this difterence chiefly which led to those disastrous conse
quences which so completely falsified the expectations which were 
formed on the introduction of Joint Stock Banking into this 
country 

19. There are, in truth, laws of nature in the industrial 
world, as well as in the moral and physical world; and a sys
tematic attempt to violate these terminates in disaster, as surely 
and as oel:tainly as a systematic disregard o~ the laws of nature in 
the physical world. It may be a long time before the mischief is 
developed, nay, for 1\ considerable time, the rcsults may appear 
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to be beneficial, bu~, in the long run, the fauIty principle is sure 
to produce its fruits-

" Raro Bntecedentem scelestum, 
Desemit pede POOnB clBUdo." 

Now, the great law of nature in the industrial world is Free 
Trade. There is nothing more certain in· all the range of 
science, than that exclusive privileges in commerce are great 
violations of natural right. Trading monopolies are moral crimes. 
When Parliament sold to the Bank of England the exclusive 
monopoly of banking, it sold what it had no right to 
sell. It had no more right to sell to one body of persons the 
right of carrying on the business of banking than i~ had to sell a 
monopoly of the business of bookselling, or leather dressing, or 
any other trade whatever. This monopoly was as unjnst and as 
pernicious as any of those which the Commons of Elizabeth and 
James I. had rebelled against. ~'or 8 considerable period every
thing seemed to go well. The Bank of England rendered un
questionable services to the State-so might any other trading 
corporation in its line-and any other corporation might have 
done the same, if they had been permitted. But, nevertheless, 
the principle of the monopoly was utterly vicious; and Time, the 
Avenger, brought retribution at last. Injustice slumbers long, 
but it is sure to have its revenge at last. When, in the natural 
course of events, the commerce and wealth, and increasing spirit 
of enterprise, demanded an increased Currency, and, save for this 
monopoly, powerful and wealthy companies would have been 
formed in the met.ropolis, with ramifications all over the country, 
these unjustifiable privileges of the Bank prevented them. The 
Bank would neither supply this Currency itself, nor permit any 
other powerful company to do so. The consequence was that the 
duty of supplying the necessary Currency fell into the hands of 
any grocer, or tailor, or cheesemonger who chose to call himself 
8 banker. Their power was unlimited. Then came 1793; then 
1797; then the long series of disasters from 1810 to 1816; and 
then 1825 

When these terrible lessons effected 8 breach in the monopoly 
of the Bank, it was only a partial one, a large portion still remained 
and exercised its deadly influence. When the new joinh stock 
banks were formed they were merely local bauks, all as dependent 
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on the Bank of England as the private banks had been. The 
Bank maintained its exclusive privileges within sixty-five miles 
of the metropolis; 'and this was the inherent vice of the English 
system of joint stock banking. Instead of being independent 
banks, strong in their own resources, and able of their own 
strength to withstand a shock, they were carried on upon the 
most dangerous principle of rediscounting the bills they bought,' 
as indeed they could not help doing; thus their very existence 
depended upon the Bank of England and the London bill brokers 

20. To suppose that this in any way resem bled the Scotch 
system would be a gross fallacy; the English banks were for
bidden to have establishments in the metropolis, which, of all 
others, is the best feature of the Scotch system. We have already 
pointed out that capital has a tendency to accumulate in certain 
districts of the country, where there is not sufficient demand for 
it, and in others there is a greater demand for it than the district 
cnpplies. Now, in the English system, the bankers in the former 
part of the countI;y remit money to London to be held in deposit 
for them, and in the latter the bankers remit their bills to be 
redisconnted, and have the money remitted. Now, this legitimate 
operation, which is all done by one establishment in Scotland, 
l'equires three distinct and independent establishments to do it 
in England,and has given rise to that system of rediscounting 
which is so perilous and so objectionable. But it is the natural 
result oj the monopoly of the Ban7c. Because, if it had not been 
for that, these three establishments would all have been under one 
control and management; under the present system they are three 
different and frequently conflicting interests ' 

And this great violation of natural justice manifested its evil 
consequences in many other striking ways. No man of common 
sense now disputes the great principles laid down by the Irish 
Committee of 1804, the Bullion Report of 1810" and the authors 
of the Act of 1819, that the Paper Currency must be governed 
by the Exchanges. But long after"the directors of the Bank of 
England had learnt this principle, and professed to govern her 
issues by the exchanges, they complained loudly and jnstly that 
their efforts to contract their own issues in 'an adverse exchange 
were counteracted by the issues of the country banks, and that as 
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soon as they withdrew their paper, the vacuum was immediately 
filled up by country issues. The reason is very manifest. The 
Bank of England, being situated at the heart of the exchanges, 
feU the danger, and saw the necessity of contracting per issues; 
the country banks, being situated at a distance, knew and cared 
nothing about the exchanges; nay. they continually professed 
that their issues had nothing to do with the exchanges, and 
naturally, whenever they saw an opening, issued their paper 

Now, if it had not been for this iniquitous monopoly of the 
Bank, what would probably have been the condition of English 
Banking at the present day? There would have probably been 
thirty or forty great banks in the metropolis, each as· great as 
the present Bank of England, with ramifications aud branches 
all over the country. It would, in fad, have been the Scotch 
system on a much larger scale-one commeusurate with the 
greater magnitude of the conn try. It would have been one 
great monetary nervous system. If this had been the case, they 
would have been acted upon immediately by the exchanges. 
London, being the centre of the exchanges, any drain of gold 
would have cansed immediate measures of counteraction, which 
would have been propagated and enforced by the parent establish
ment all over the country. The tremor of the exchanges would 
have been instantly felt in every village in the kingdom. Thus, 
uuder a natnral system, any effect in Londou would have vibrated 
through all England, and no country banks could possibly have 
acted in opposition to the ones in London. And tbis is the result 
to which the bauking system of the country is slowly gravitating, 
and which it will ultimately assume. And if this, which is the 
natnral system, had been allowed to grow np from the beginning, 
we believe that those great banking catastrophes never would have 
occurred. If auy crisis had occurred, they would have stood by 
and assisted one another, bnt, when any shock did occnr nnder 
tbe unfortnnate system which has prevailed, the country banks 
have aU depended on the .Bank of England for their very 
existence 

21. It is a melancholy reflection that these great changes 
cannot take place without producing mnch injury to private 
individuals. The very obnoxious law itself gave birth to the 
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Lusiness of a number of persons, which the removal of the 
shackles of monopoly must necessarily extinguish. In 1832, the 
banking witnesses felt that the establishment of joint stock banks 
would be fatal to the existence of many of the private bankerS, 
and some went so far as to wish to prohibit them on that account. 
Since these 44 years have passed, we have undergone a mighty 
revolution of opinion in commercial matters. The ideas of that 
age are now as antiquated and obsolete as those of the men before 
the flood. Then, the general public was supposed to be made for 
the benefit of each separate monopoly, and interest,and class. 
But now that is all changed. It was akin to the great Ricardian 
heresy, that cost of production regUlates value. Every interest 
which had bestowed labour and expense in making productions, 
was allowed to hold the public in thraldom. The value of the 
law appeared to be measured by the quantity of labour bestowed 
in mastering its intricacies and technicalities. Obstinate pedants 
maintained it grn.ely as a valid argument for upholding all the 
old abuses of the law, tllat great and eminent men- bad bestowed 
so much labour and unhappy diligence in accumulating so much 
legal lore. What, said they, is the fruit of so much ingenuity to 
be thrown away? In fact, they determined upon loading the 
public with all sorts of oppression, for the sake of preserving a 
fictitious value to so much misdirected industry 

22. But all these ideas are now past and gone. They were 
congenial to times when education ,vas narrowed to a small and 
select circle, and the general public was in a state of helpless and 
inert ignorance. Bnt they have all been swept away before the 
advancing tide of public intelligence. It is now well settled that 
the community in general is not made for the benefit of a.,o-ri
culturists, or manufacturers, or lawyers, or bankers, or any set of 
men whatever, but they are for the benefit of the country. It is 
the wants of the community which must give rise to the value of 
their occupations; and all who engage in them must regard them 
as purely commercial speCUlations. The wants and requirements 
of all are not to be restricted or moulded by legislation to be sub
servient to the advantages of a few, but the interest of particulal' 
classes must be subordiuate to the necessities of all 
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23. We have carefully and purposely abstained throughout 
this work from making any invidious comparison between the 
merits of private and joint stock banking. All we say is, let 
each of them have full and fair play, and let the public generally 
choose which they'think most suitable for their purpose. Some 
will prefer one, and some the other. Each then will find its own 
level; and the public wants will maintain in existence a sufficient 
supply of each. But it is impossible to be blind to facts. It is 
impossible not to see that the days of the private bankers, gene
rally, in England, are numbered. A few of the most eminent 
may long continue to flourish; houses which are an honour to 
commerce, and present all the security and power of any joint 
stock bank. But" it is impossible not to see that the force of 
nature is against them. The connections of the joint stock banks 
are so numerous, and ramified through all ranks. of society, that 

. inevitable decay awaits the great bulk of private banks. They 
will maintain their hereditary and long-established connections 
for some time to come, but most of the new business will go to 
the joint stock banks. Every case of failure and mismanagement 
of a private banker will tend to shake the credit of the majority 
of the remainder. But no failure of a joint stock bank can 
destroy the system, because, however much the shareholders may 
suffer, the customers and depositors will seldom suffer 

24. In the session of 1875 a circumstance occurred which 
brought out very clearly the chaos of absurdity which the banking 
laws of Englaud present 

We have shewn that it has always been the cardinal principle 
of the Scotch Banks to hold very large reserves in London: and, 
as differences among them are settled by Drafts upon London. 
London is, in fact, the pivot upon which the system- rests. A 
change in the mode of business of the Scotch merchants still 
further increased the London business of the Scotch Banks. 
Thirty years ago Scotch merchauts very rarely accepted bills pay
able in London, or thought of having London accounts. But 
now it has beeome quite the exception for Scotch merchants of 
Glasgow. Dundee, and other great commercial cities, to accept a 
bill payable in Scotland. Their remittances from abroad come 
home in the shape of bills drawn upon London, and. of course, 
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payable there. Naturally, -therefore, Scotch merchants domicile 
their own acceptances where their _ own resources are available. 
Scotch merchants, therefore, have now an absolute necessity for a 
London account, and if they cannot get this convenience from 
their own bank they must go to a London banker. The business 
of the Scotch banks with their London agents has become enor
mous.- It ... :!.!! said -that one Bank passed .£60,000,000 a year 
through its London agency. The Scotch banks have found it 
necessary, in their own self defence, and to preserve their own 
custom, to turn their London agencies into branches. The Na
tional Bank of Scotland opened a branch in London in 1865, and 
the Bank of Scotland in 1872. The charter of the Royal Bank 
did not permit it to bank out of Scotland, but, in 1873, with the 
full consent of the Bank of England, and the English bankers, 
it obtained an Act of -Parliament (36 and 37 Vict., c. ccxvii.) to 
enable it to open a branch in London, and to carryon banking 
there, except only issuing Notes. The bill was carried through 
Parliament by Mr. Goschen. This branch was opened in August, 
1874. These are the only Scotch Banks which had then opened 
branches in London. These branches were opened without 
evoking any open hostility from the English bankers. But, in 
1873, in consequence of the increasing connection between Glas
gow and Cnmberland, the Clydesdale Bank opened three branches 
in Cumberland, at Carlisle, Whitehaven, and Workington 

This invasion of the English provinces by a Scotch Bank 
excited tl;1e vehement opposition of the English bankers; both 
private and joint stock, and in April, 1875, Mr. Goschen, the very 
gentleman who had taken charge of the bill of the-Royal Bank 
in 1873, at their instance brought in a bill to extrude the Scotch 
banks from England. The injustice of this proceeding was mani
fest, because it was directed solely against the Scotch banks, 
whereas the National Bank of Ireland has not only a Head Office, 
but also eight branches in different parts of London: but not- a 
word was said against the Irish Banks -

Mr. Stephen Cave, on behalf of the Government, moved an 
amendment to the second reading of Mr. Goschen's Bill, that" a 
Select Committee should be appointed to consider and report upon 
the restrictiolls imposed and privileges conferred by Law on 
bankers authorised to make and i~Slle notes in England, Scotland, 
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and Ireland. respectively." which was carried without a division, 
and Mr. Goschen's bill remains in suspension-in limbo-neither 
prcssed nor withdrawn 

This Committee began its sittings on the 19th of April. 1875. 
and took evidence during 21 days, and reported the evidence taken 
to the House. but made no report on the evidence taken. and 
recommended its reappointment in the next session. But the 
Committee was never reappointed 

The primary object of the Committee was to ascertain the 
legality or the contrary of the establishment of the Scotch 
branches in London. It examined Mr. Fitzjames Stephen, Q.C., 
and Sir Henry Thring. C.B., Parliamentary draughtsman to the 
Government, personally. as to the state of the Law: and besides 
that they had the written opinions of Sir James Scarlett (Lord 
Abinger). Sir Edward Sugden (Lord St. Leonards), Mr. Richards, 
and Mr. Roundell Palmer (Lord Selborne) 

We shall commenoe by stating the opinions of these several 
Counsel on the point 

MI'. Stephen gave it as his opinion, among other points, that 
..... " No joint stock bank whioh issues notes anywhere. except tho 
joint stook banks in England and more. than 65 miles from 
London. may carryon business in any part of England It 

He considered that all "foreign banks whatever, including 
under the name' foreign • not only continental banks, but British 
banks out of England, that is, Scotch. Irish, and oolonial banks. are 
fo\'bidden by the various Acts of Parliament to establish them
selves in any part of England." (Q. 206) 

He denied that the Bank of Amsterdam, for instanoe, could 
open a branch in London. (Q.207.) 

Mr. Stephen admitted that he had never turned his attention 
to the subject beforo, and that he had merely been instruoted to 
look at the matter on behalf of the English bankers Bome two 
days or a week previously; and that he was Bomewhat biassed by 
the side on whioh he was called. He also said that he derived 
most of hia information from the memorandum of Sir Hen17 
Thring, to be mentioned immediately 

Sir Henry Thring differed BO far from Mr. Stephen, that he 
thought the Scotch Banks might open branches in the provinces 
beyond the 65 miles limit, though he spoke somewhat doubtfully 
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(Q. 404, (06). But he agreed with Mr. Stephen that it is illegal 
to open branches in London or within the limit of 65 miles 

He also presented a memorandum to the Committee containing 
frequent references to the second edition of this work; and stating 
certain general conclusions he had arrived at. "Such being the 
circumstances of the case, the first question is whether it is or is 
not legal for Scotch Joint Stock Company banks of issue to 
establish branches in England. In answer to that question it is 
submitted that the prohibitions contained in the Acts of 1697 and 
1708, and J:epeated in 1800, are still in force, with the special 
modification introduced by the Act of 1826, and are perfectly 
geueral in their terms, and extend to Scotch banks of issue as well 
as to country banks of issue in England, and, consequently, that, 
with the exception of the Royal Bank of Scotland, which is em
powered by Act of Parliament to have a branch in London, all 
other branches belonging to Scotch banks of issue in London, or 
within 65 miles thereof, are illegal; On the other hand, there 
does not appear to be any legal pJ:ohibition agaiqst the Clydesdale 
Banking Company establishing their branches in Cumberland, 
being ata distance of more than 65 miles from London" 

Sir Henry Thring then presented some suggestions as to" the 
policy of expelling the Clydesda,le Bank by law from Cumberland: 
into this consideration we shall not follow him, as, of course, every 
one is entitled to have his own opinion as to expediency and 
policy 

The Author of this work having been expressly selected by the 
Royal Commissioners for the Digest of the Law to declare the 
Law on all points respecting to Bank Notes, and, moreover, having 
been frequently referred to in the memorandum presented by Sir 
Henl'Y Thring,and being perfectly satisfied that there was no 
fouudation whatever for the doctrines laid down by Mr. Steph31l 
nnd Sir Heury Thring, applied to the Chancellor of the Exchequer 
to be heard before the Committee, but the Chancellor refused to 
heal' him. As the opinions given by these learned gentlemen 
were calculated to strike at Buch wide-spread interests, he wrote a 
letter to the Daily Nows, which appeared in that paper on the 
8th May, 1875," shewing that the opinions expressed by these 
gentlemen was qnite destitute of any foundation 

There were also published, in the appendix, the"opinions given 
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ill 1833 by Sir James Scarlett, Sir Edward Sugden, and Mr. 
Griffiths, on the question whether Joint Stock Banks of Deposit 
could be est,ablisbed 'in London previously to the clause in the 
Bank Charter Act of 1833. All these three gentlemen held' that 
they could not; they maintained that the words of the monopoly 
clanse of the Act of 1697, and subsequent Act, included Banks of 
Deposit as well as Banks of Issue. But the legal adviser of the 
~overnment, Sir John Campbell; held exactly the reverse: he 
held that the monopoly of the Bank of England was exclusively 
restricted to issuing notes, and that it was perfectly legal at Com
mon Law to establish Join~ Stock Banks of Deposit; and upon 
that opinion the Government of the day acted, and introduced 
the declaratory clause in the Bank Charter Act of 1833 

. In 1855 the Clydesdale Bank took the opinion of Mr. Roundell 
Palmer (now Lord Selborne) as to whether it was legal for them 
to open branches in London and other parts of England, and 
carryon banking bnsiness, except only issuing notes; and Mr. 
Palmer gave it as his opinion that it was perfectly legal for them 
to do so. The opinion of Lord Selborne, therefore, exactly agreed 
with the opinion published by us in the Daily News of 8th May, 
1875 

We have already, in Chap. xiii., § 17, explained fully the strict 
law of the question; and shewn that any Bank, in any part of the 
world, is perfectly entitled to open branches in London, or any 
part of England, so long as it does not issue notes in England, 
payable on demand, or at any less time than six months after 
demand 

Since then, all the Banks in Scotland, except only the local 
ones at Aberdeen and Iliverness, have opened branches in London; 
and the question is now finally set at rest, and will never be 
mooted again 

25. In 1858, as we have seen, an Act was passed to enable 
Banks to adopt the principle of limited liability. But it was 
adopted in very few instances; as Banks do not readily change 
their constitution; and they thought that suoh a change would 
probably endauger their credit. But the catastrophe of the City 
of Glasgow Bank, in 1878, created snch constel'llation among the 
shareholders of banks that they made determined efforts to compcl 
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their Directors to adopt the principle of limited liability. This 
was the case, especially in Scotland, where investment in Bank 
shares was recognised by the Law Courts as a legitimate invest
ment of trust funds. But the Trustees were personally liable for 
all calls and losses sustained by the banks, as well as to make good 

, the losses to their clients 
To facilitate this the Act, Statnte, 1879, c. 76, was passed, 

which euacts-
I. That any unlimited Company may increase the nominal 

amount of its Capital by increasing the nominal amonnt of its 
shares ' 

Provided that no part of such increased Capital shall be 
capable of being called up except in the event of and for the 
purposes of the Company being wound up 

In cases where no such increase of nominal Capital is made, 
the Company may provide that a portion of its uncalled Capital 
shall not be capable of being called up, except in the event of and
for the purposes of the Company being wonnd up 

II. A limited Company may declare that any portion of its 
still uncalled for Capital shall not be capable of being' called up 
except in the 'event of and for the purpose Qf the Company being 
wonnd up 

III, All Banks are subject to unlimited liability with respect 
to their Notes in circulation 

The three· senior chartered Banks were created Corporations 
before the Crown was empowered by Act of Parliament to create 
trading corporatiol).ll with unlimited liability,: therefore, they had 
always been limited Banks; and did not reqnire to avail them
selves of the Act of 1879 to become so. All the other Scotch 
Banks which were corporations with unlimited liability, without 
loss of time registered themselves as limited companies, under the 
provisions of the Act of 1879 : and almost all the Joint Stock 
Banks in England have done the same: and the result has been 
to shew that the fears which had been' entertained that limited 
Banks would enjoy'less credit than unlimited ones have been 
perfectly groundless 

VOL. II. DD 
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OHAPTER XVIII 

ON THE BUSINESS OF BANKING 

1. In modern praotice a Banker may stand in lour relation. 
t.o his customer-

1. As the Purchaser from him of speoie or debw 
2. As his Agent, Trustee, or Bailee of his specie and 

valuable securities: i"" securities for money and convertiblo 
securities; termed Banking Securities 

8. As the Pawnee of the same 
4. As his Warehouseman for plate, specie, jewels, deeds, 

&0., not being Banking Securities 

01, "" &lalion ol/J Ballm kJ Ail (}ustomw a, 1M Purchaser 
Irom him oj Spec;" or SpeciIJ and Debt. 

2. The first or these oases is the ordinary one where a cus
tomer opens an aocount with a banker by paying in money to his 
account. The customer cedes the property in tho money to the 
banker, and in exohange for it the banker writes down a Credit in 
his books to his customer'. account. This Credit i. a Right of 
action whioh the customer has to demand an equal amount of 
money from the banker at any time he pleases. This Credit, or 
Right of action, is, in modern banking language, termed a De
posit. It is also termed an Issue, from uiluI; because by 
creating this Credit the banker has imud a Right of action against 
himself. The transaction is, therefore, a sale-an cxcbnnJe of 
Money for a Debt: and the banker and bis cnstolller stand to 
each other in the common law relation of Debtor and Oreditor 

It is also part of the fundamental contract between banker and 
castomer tbat the customer may transfer hi. Debt, or Right of 
nction, to anyone else he pleases, and the transferee has the sarno 
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Right &g8lllSi the banker that his ori.:,oinaJ. creditor had. If the 
Uansrelee is also a customer of the same banker, he may either 
demand the money; or he may cl.ired the banker to transf& the 
credit from the tnmsferor's account to his own: and this transfer 
of the Credit is in all rt'Spects eqniflllent to a Plrment in money 

b mast be carefully oh>erved thu in such a case the banker is 
not in any1i1ly the Trustee of his customer's money. He haa 
absolntely bought the money, and may apply it exclusively to hia 
own private benefit or purposes. in any1i1ly he pleases: and his 
customer baa no legal ground of complaint against him. H. there
Cure, the banker loses the money in unfortunate speculations, the 
cn.stomer is only entitled to receive a portion of the banker's 
properly, rateably with other creditom 

It is not unUSlJal for persons to 88y that they haft 80 much 
"money- at their banker's. This expression, howerer, is entirely 
erroneous. A customer has no .. money " ~ his banker's: he has 
nothing but a Rigid of «tioll to demand 80 much money 

Bnt a Credit in a banker's book is 80 universally considered as 
Ie money," that if a person makes his will beqneathing" all his 
ready money: 1& all his debts, II .. all his moneys." the sum. standing 
ali his credit in his banker's boob has been held by n1llJlelOus 
decisiOIl8 in equity to pass under these designations 

The relation between banker and customer being strictly thaL 
of Debtor and Creditor, if a cnstomer were to leave a balance in 
his banker's hands for more than six years, withouli operating on 
it, the Statnte of Limitations would take effect, and the banker 
might, if he chose. refnse to pay it 

Formerly there were three 1i1lYS in which the creditor of a 
banker migM transfer his De~ or Right of action to another 
pemm-

1. He might give a \'erbal direction to the banker to pay or 
transfer the credit to some one else.. This, as far as we can ascer
tain was the nsual practice with the Greeks: it was also sometimes 
done at Rome: and it appears also to have been sometimes done 
in the days of early English banking 

Bilt in modem English practice these Credits, or Debts, are 
always transferred by means of written docnments 

2. Either the banker gave the customer his own prolllil>.'!orJ 
notes, payable to bearer, which he migM transfer to anyone eQ 

002 
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3. Or, the customer might write a Note to his banker 
directing him to pay the money to some one else. Such a Note 
W8.'l formerly termed a Cash Note; in modern commerce it is 
termed a Cheque 

It is obvious ·that these paper documents do not create any 
new liability: the liability W8.'l created when the banker first 
wrote down the Credit in his books: the paper documents are 
only made for the purpose of transferring a liability which has 
been previously created 

For various reasons which need not be stated here, the Legis
lature has deemed it against the public interest that bankers should 
be allowed to issue their own Notes. By the Bank Charter .Act 
of 1844, bankers who were then issuing their own notes were 
allowed to continue doing so to a certain limited amount. But no 
banker was allowed to begin to issue notes after the 6th of May, 
1844: consequently, at the present day,except the small amount 
of bankers' notes which still survive, Banking Credits can only be 
transferred by means of Cheques . 

The case we have been considering is the simplest between a 
banker and a customer, and is called a Drawing or a Current 
Account 

Some celebrated banks in Europe, such as those of Veuice, 
Amsterdam, Hamburgh, Rotterdam, &c., never went any further 
than this. They simply bought specie from their customers, and, 
in exchange, gave them Credits for the amount in money of full 
weight. Thus they only exchanged Credit for Specie, and Specie 
for Credit. The Credit they created was exactly equal to the 
Specie they bought. It is evident that such banks could make no 
profits. These Credit3 were called Bank MonB1J 

The Post Office acts as a Bank in two ways-
1. It receives deposits as a Savings' Bank, and pays an interest 

for their use 
2. In exchange for money it grants Post Office Orders, payable 

at a particular Office, or Postal Orders, payable at any Office. 
This is genuine banking 

When " banking" was first introduced into England the usual 
rate of interes~ was 10 per cent., and bankers allowed their cus-

I 
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tomers 6 per cent. on their balances. But with the reduction of 
the usual rate of interest, chiefly produced by the increase of 
banking and the institution of the Bank of England, these halcyon 
days for customers soon passed away. And when the usual rate 
of interest was reduced to 8 per cent., it became impossible for 
bankers to allow interest on current accounts. Some Joint Stock 
Banks allow a small interest on the condition that the customer's 
balance does not fall below a fixed limit for a certain period 

It had always been a fixed principle of the Banks in Scotland 
to allow interest on daily balances: but this has just been 
abolished 

But bankers receive money 'placed with them for fixed periods, 
or only repayable aft.er a certain notice. upon which they allow 
interest, and grant receipts. These documents are termed Deposit 
Receipts 

It is part of the fundamental contract between banker and 
customer that a cnstomer can transfer' his Right. of action on a 
current account to anyone else he pleases: but Deposit Receipts 
are only given payable to the customer himself: and so by the 
Ilommon law these Deposit Receipts were not transferable so as to 
allow the' transferee to sue the bank in his own name. But the 
transferee might always sue the banker in equity. By the Supreme 
Court of Judicature Act it is declared that wherever the rule3 of 
Equity conflict with those of the Common Law the rnles of Equity 
shall prevail: conseqnently, a Deposit Receipt is now as transfer
able as a Bank Note or a Cheque: just as a Bill of Exchange no 
longer now reqnires the words cc or order" to make it transferable 

A most important branch of banking consists in giving 
customers bills or drafts on distant towns in the same country, or 
on foreign towns, called Bills of Exchange. This, as we have 
already said, was originated by the Roman bankers. A cc foreign 
banker" is a banker who, in exchange for money, gives his 
customer bills upon foreign towns, payable at the exchange of 
the day 

3. Bankers who merely receive money on current accounts 
cau, of course, make no profits by such customers. To make 
llrofits they require a different Bet of customel'S 
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It is the custom in trade to allow three months' credit on 
all transactions. In fach, a three months' bill is often designated 
in trade as "ready money," and for payment in real ready money 
"discount is allowed. Buh a three months' bill is inconvenient 
for many purposes in trade: traders want real ready money. They 
accordingly go their banker and offer him this three months' bill 
for sale. If the banker thinks the bill a good one he buys it from 
his customer: that is, he buys the customer's debt or right of 
action against another person. . 

But when he buys this debt he does not do so with" money" 
as is so often supposed. He buys this debt exactly in the same 
way as he bought money from his former set of cnstomers-with 
his own Credit. He writes down to the credit of his customer 
the foll amount of the bill; and at the same time he charges to 
his debit the amount of profit agreed upon. And exactly as in 
the former case the Credit he creates in his customer's favour is 
termed a Deposit 

The profit agreed upon and subtracted from the amount of the 
bill is termed Discount: and to Discount a Bill means to buy a 
Right of action which one person has against another 

When a banker discounts a Bill it is a complete Sale of the 
Debt. He buys all the Rights which his customer had against all 
the parties to it. He makes his customer indorse it. The effect 
of this is, that his customer becomes security for the payment of 
the bill. The banker first demands payment from the acceptor, or 
principal debtor, and if he does not pay it at maturity, he must 
within twenty-four hours give notice of the dishonour of the Bill 
til all the other parties to it. If he fails to do this, they are all 
discharged l but the acceptor still continues liable 

Having thus bought the absolute Property in this Right of 
action, the· banker may, of course, sell it again to anyone he 
pleases: this is termed re-discounting the bill : and if he becomes 
bankrupt the bill becomes the property of his assignecs 

In the loose language in which Economic subjects are usually 
treated, it is commonly said that when a banker discounts a bill 
for a customer, he makes him a loan on the security of the bill. 
This, however, is a complete misconception of the nature of the 
transaction. If the banker merely made a loan to his customer 
on the security of the bill, it would be the customer's duty to 
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repay the money at the time fixed: just as in all other loans it is 
the duty of the person receiving the money fo repay it. But & 

banker who discounts a bill never, in the first instance, demands 
payment from his own. customer: he demands payment from the. 
acceptor: and if the acceptor pays it duly, the customer never 
hears of, or sees, the bill again. It is only in the event of non
payment by the acceptor that the banker comes upon his own 
customer as security 

The transaction is in reality an exchange, or Sale of Debts: 
the banker buys a Debt, payable at a future 'time, by creating a. 
Debt in his customer's favour, payable on. demand. This Debt is 
termed a Deposit: hence a banker does not make aD. advance out 
of his Deposits, as is so often alleged; but he make.'! an advance 
by creating a. Deposit 

But a banker does, also, often make a Loan to his customer. 
If a. customer wants an advance, the banker discounts his cus
tomer's Promissory Note; either with or without other parties as 
joint securities. He does this in exactly the same way as he dis
counted a Bill. He buys the Promissory Note from his customer, 
and in exchange for it he creates a Credit in his favour in his 
books, which is termed a Deposit. In this case the customer 
is the principal debtor; and is bound to repay the Loan, and the 
other parties are only called upon in the event of the customer 
failing to do so 

In creating, however, these Credits, or Deposits, the banker 
must always have strict regard to the quantity of specie he pos
sesses: so as' to meet all demands for payment at once: if his' 
specie gets· too low, from an unusual demand, he must sell, or 
re-discount, some of his securities, and 80 provide a fresh supply 
of cash 

All "banking" profits are made exclusively by means of 
creating these Credits, or Deposits: and, of course, the more 
Deposits he can create, the greater will be the amount of his 
profits. We have already, in chapter vi., § 9, explained the dif
ferent methods by which these Credits can be utilised without 
demanding payment in money 
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These banking Credits are, for all practical purpos!'s, the same 
QS Money. They talUlOt., of course, be exported liko money: bu~ 
for all internal purposes they produce identically the srune e\fI.'Cta 
as an equal amount of money. They are, in toot, Oapita.l 
crea.ted out of Nothing 

Wha~ the amount of Banking Credits mRy be ill England we 
bave no means of knowing: for many banks in England publish 
no accounts. But in Scotland we bave a complete acoount of 
banking statistics: and, by the official returns, it appears that in 
188! tbere were, in Scotlaud, '£108,582,US of Banking CreJits 
maintained on a basis of ,£",,226,258 in cash: which was, for all 
practical purposes, an augmentation of .£10",,356,160 to the mone
tary resources of the country. n is usually estimated that Ilie 
commerce of Scotland is about one-tenth part of the commerce of 
the whole kingdom. We may, therefore, estimate roughly that 
the total amount of Banking Credits in tbis countl1 exoeeds 
,£1,000,000,000 

4. Thus the student must carefully oOOcrve that in the tech. 
nical langunge of commerce a .. banl-cr" is a trader who issues 
his own Oredit, in MOUS forms, for Money and Debts. This 
sJ100ies of busin('S8, no doubt.. originated wit-h the money changm"l: 
bnt yet money changing is not .. banking." Nor are cc bankora" 
mouey lcndora: in all cases whatt'rer they issue nothing but their 
own Oredit, wbich, however, is exchangeable for money. Ex· 
change opemtioDs consist in dealing in specie and bills : dealings 
in bills are termed .. Banking" operations. Mr. Norman even 
called drawing an oNinary bill a " banking upedien~ .. 

em tAt Rllalimt 0/11 Banllr to Ail Oustonut', Q~ Ail Agent, It' 
Trustee, tit' Bailee 0/ Specie, ad Balllillg &tvriIiM 

G. Besides, howerer, the simplest and moat oNinary rell\tion 
between bankora and their customers, as uchangera of Money and 
Debts, bankora do undertake trusts, and enter into fiduciary 
relntions with their customora. Tb!'y receive snms of money, 
which are specifically dil"l'Ctcd by their customers to be appro
printed to somo special purpo&l, as well as IICCurities, and other 
valuable property. such as Stock, Shares, &c., to reoeive the 
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di\"idends,&c., on behalf of their cnstomers; they receive Bills 
of Exchange on behalf of their customers, and collect them for 
their cnstomers, in pxsctly the same manner as they do for them
selves, and are answerable to them for any loss incurred throngh 
any negligence in not complying with the known usages of com
merce. Bills of Exchange, Stock, Shares, Excheqner Bills, &6., 
are called Banking Securities 

In such cases as this, the property in these valuable securities 
does not pass to the bauker; he is the mere Agent, Trustee, 
or Bailee of his customer, and he has to obey his specific 
instructions in each case, and if he appropriated them to his own 
use, it would be criminal. Moreover, in the event of his bank
ruptcy, the property in such things would, manifestly, not pass to 
his assignees 

The temptation to a banker to use, for his own benefit, the 
val.nable securities entrusted to his· care, is so great in times of 
commercial pressure, that it has been enacted, by the Larceny 
Act, 24: & 25 Viet. (1861), Co 96, s. 75-" As to frauds by Agents, 
Bankers, or Factors.-75. Whosoever having been entrusted, 
~ther solely or jointly with any other person, as a Banker, MCl'o 
chant, Broker, Attorney, or other Agent, with any Money, or 
Security for the payment of Money, with any direction in writing 
to apply, pay, or deliver snch Money or Security, or any pari; 
thereof respectively, or the proceeds, or any part of the proceeds of 
such Security, for any purpose, or to any person specified in such 
direction, shall, in violation of good faitb, and contrary to the 
terms of such direction, in any wise convert to his own use or 
benefit, or the use or benefit of any person other than the person 
by whom he shall have been so entrusted, snch Money, Security, 
or Proceeds, or any part thereof respectively: and whosoever 
having been entrusted, either solely or jointly with any other 
person, as a Banker, Merchant, Broker, Attorney, or other Agent, 
\fith any Chattel or valuable Security, or any Power of Attorney 
for the sale or transfer of any share or interest in any Pnblic 
Stock or Fund, whether of the United Kingdom, or any part 
thereof, or of any Foreign State, or in any Stock or Fond of any 
Body Corporate, Company, or Society, for safe custody, or for any 
special purpose, without any anthority to sell, negotiate, transfer, 
or pledge, sball, in violation of good faith, and contrary to the 



410 THEORY AND PRACTICE OF BANKING 

objecL or purpose for which such Chattel, Security, or Power 'Of 
Attorney shall have been entrusted to him, sell, negotiate, transfer. 
pledge, or in any manner convert to his own use or benefit, or the 
use or benefit of any person other than the person by whom he 
should have been so entrusted, such Chattel or Security, or the 
proceeds of the same, or any part thereof, or the share or interest 
in the Stock or Fund to which such Power of Attorney shall 
relate, or any part thereof, shall be guilty of a misdemeanour, and, 
being convicted thereof, shall be liable at the discretion of the 
Court to be kept in penal servitude for any term not exceeding 
seven years, and not less than three years, or to be imprisoned for 
any term not exceeding two years, with or without hard labour, 
and with or without solitary confinement" 

On the Relation of the Banker to his Oustomer a8 Pawnee 
of Banking Securitie8 

6. In the first of the relations between the banker and his 
customer above described, the banker was the absolute purchaser 
of the Money and Securities of his customer, so that he might do 
what he pleased with them; in the second he was merely his 
customer's agent, and it is highly penal for him to appropriate to 
his own use any of his customer's securities. A relation inter
mediate between these two frequently exists, in which securities 
are deposited by a customer with his banker; the absolute property 
in them remains with the customer: but he obtains a loan or 
advance of money from his banker on their security, which, when 
be pays off, the full property and possession of bis securities 
reverts to himself. The banker thus becomes the Pawnee of 
his customer's securities, and while he is so, he acquires certain 
Rights over them, though not exactly a Property in them, and it 
is out of such cases as these that the most difficult and abstruse 
questions between bankers and their customers arise 

It has always been the custom that if a banker makes an 
advance, or a loan, to a customer, on the secnrity of bills, &c., 
deposited with him, he has the right to re-pledge or sell so much 
of these securities as is necessary to satisfy his own claim. And 
this custom is expressly sanctioned in the last recited clause, which 
says that nothing in the clause shall restrain any banker "from 
&elling, transferring, or otherwise disposing of, any Securities or 
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Effects in his possession, upon wbich he -shall have any Lieu, 
Claim, or Demand, entitling him by law so to do, unless such 
Sale, Transfer, or other Disposal sball extend to a~reater number 
or part of such Securities or Effects than shall 'be requisite for 
satisfying such Lien, Claim, or Demand" 

This principle has always been beld to apply when a banker 
makes a loan on the pledge of these securities. It is also held to 
apply where a customer, having an ordinary account with his 
banker, has overdrawn it and become indebted to him: the 
banker has the right to retain all banking securities deposited 
with him by his customers until his debt is paid off 

7. Questions of great nicety frequently occur between bankers 
and their customers, and, in t,he event of the bankruptcy of either 
or both of them, their assignees, respecting the property in bills 
placed. by customers in the hands of their· bankers for various 
purposes 

It is a very common practice for customers to place in the 
hands of their bankers the bills they receive for the purpose of 
collection 

This is very convenient for the customer. By pIa.cing- these 
bills in the hands of his banker he frees himself from all anxiety 
and trouble regarding their safe custody or preservation for pay
ment. The banker is bound, as his customer's agent, to present 
them for payment, and carry them to his customer's credit as soon 
as they are paid. And if he fails to do so, and any loss occurs. 
through his neglect of the usages of trade, he is liable to his 
customer 

For the sake of convenience it is usual to note down the 
amount of such bills on the proper day, in the customer's account, 
in a column "short of" or before the column for cash. Hence 
these bills are said to be "entered short," and the banker is said 
to hold such bills "short"-

This entry is a mere -memorandum to remind the banker that 
he has such bills to collect for his customer on a certain day. 
The sum is in no way placed to his customer's credit : and the 
bills so "held short "are the exclusive property of the customer, 
which he is entitled to demand back at any time previous to his 

. bankruptcy 
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But in the case of the customer's bankruptcy the bank'lr must 
not deliver up his "short bills It to him, as all his prope1ty has 
vested in his creditors 

As "short bills" are merely intrusted to the banker for the 
purpose of collection, if he appropriated them to his own use, by 
selling or pledging them, he would be indictable under the Larceny 
Act, 24 & 25 Vict. (1861), c. 96, B. 76 

The course of dealing between bankers and their customers in 
such cases often creates perplexity 

The point to be ascertained is, whether at the time of the 
bankruptcy the relation between the banker and his customer was 
tuat of Principal and Agent, or that of Debtor and Creditor. 
That is, whether the property in the bills can be ascertained to 
have passed from the customer to his banker 

In some country banks it is the custom to enter the amount of 
such bills in the CMh column, and to permit the customer to draw 
against the amount. But this is a matter of comity, and does not 
transfer the property in the bills to the banker. They are only 
held as collateral security a.,o-ainst the advance, and are not dis
counted. The customer, or his assigners, are entitled to demand 
back the bills, in specie, if the account shows a credit balance 
without them 

Gila ,.. Perkill" 9 Eas\, U. Ez pare. DUmaI, 1 A.tk., 233. 
I Ves., sen., 5SII. Ez pare. Our.ell, Amb., 297. Thomp.Oft v. Gila, 
I B. &; 0., 4211. liz pare. SargeanC, 1 Rose, ISS. JombarC_. 
Woollett, I My. &; Cr., 889. Ez pare. Borul, 1 M. D. &; De G., 10. 
Ez part' 4rmitdead, II GL &; J.,87l. Ez pare. BotDton, 17 Ves., 
426. ~z pare. Smith, Bnck., 855. Ez pare. Frere, Mont. &; Mao., 
lI63. Ez pare. Soller., 18 Ves.,229. E. part, Peal" 19 Ves., 25. 
E. pare. TtI1og00d, 19 Ves., 227. E. part, EdlDardl, II M. D. &; Do 
G., 62S. ZiRCTe v. WalTeer, II W. Bla., 115'- Par.,.. ElialOll, 1 
East, 644 

But if the course of dealing shews that the customer intended 
the banker to consider and deal with the bills as his own property. 
t.hey will not be recoverable 

E. pare. OUNell, Amb., 297. Be"',.. Puller, 6 T. B'I 49'- Took~ 
v. HoUinglDorth, 6 T. B., 218. BoUOft v. Puller, 1 B. &; P., 639 

The bills cannot be held to have become the property of the 
banker unless the customer has an immediate Right of action 
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against him for the full amount, less the discount; and the banker 
has acquired a Right of action against all the parties to the bill 

On thB relation oJ II BankBr to his OustomBr fIB WarehouSe
man of his Plate, Jewels, 8ytae, Deeth, &cu.ritiBs, ffG. 

8. Besides receiving money and securities from their cus
tomers in the way of banking business, bankers also· receive from 
their cnstomers chests of plate, . jewels, specie, deeds, secnrities, 
&c., as mere Deposits, for the sake of safe custody in tJieir 
strong rooms. In this capacity they act simply as Warehouse
men for their customers, and no property of any description 
passes to them in the goods deposited 
. The banker makes no charge for such a deposit, he is, there
fore, a grstuitous Bailee: and he is not liable for any loss that 
may occur by the dishonesty of a clerk or servant, provided that 
he was not aware of his servant's dishonesty, and that he exer(!ises 
that degree of care and diligence which men of prudence would 
do in their own affairs 

Gibli. v. McMullea, L. a, II P. C., 317; 38 L.l., P. C., 115 

A banker misappropriating any such deposits to his own use 
would be indictable under the Larceny Act, 24: & 25 Vict. (1861), 
,. 06, s. 75 

On the Ap~ropriation oJ Payments 

9. 1. H a debtor owes several debts to a creditor he may 
appropriate or impute any payment he makes to whichever of the 
debts he pleases, if he declares his intention at the time of making 
the payment (a) 

And such an appropriation may be implied from circumstances, 
even though not expressly declared (b) 

(a).dROll. Oro. Eliz., 68. Pinnel'. c:a.c:, D Co., 117b. Petc:n v • 
.dnderson. 5 Taunt., 596. Malcolm v. ScoU, 6 Hare, 670. Smith v. 
Smith, 9 Beav., SO. Waugh v. Wren, 11 W. Il, 244. E3I pam 
Baltl.1lI del Bar; 1 De G. & I., 152 

(b) Blu!.w v. Picton, 4 B. & C., 715. YOVfI{J v. EfI{J'uli, 7 Beav. 
10. Stotleld v. Eade, 4 Bing., 104. Watc:n v. Tompkim, II C. M
& B., 723. KniDht v.B01D1/er, 4 De G. & I., 619. Pearl v. Deacon, 
24 Beav., 186. Mar'1lat. v. WhiCc:, \I Stark., 101. NelDmarch v. 
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... 
Clay, 14 East., 239. TayZl1r v. Kymer, S B. &: Ad., 320. Wright 
v. Hickling, L. R., 2 O. P., 199. Nash v. Hodgson, 6 De G. M. &: 
G., 474. Il6nniker v. Wigg, 4 Q. B., 792. Williamson v. BawZin· 
.on, 10 J. B., Moore, '362. Pease v. Hirst, 10 B. &:. 0., 122. 
Wickham v. Wickham, II K. &: J., 478 

2. If the debtor makes no appropriation at the time of the 
payment, the creditor may appropriate it to whichever debt he 
pleases (b) 

The, appropriation is not complete until he has notified it to 
his debtor, but when it is once notified he cannot revoke it (c) 

The creditor cannot appropria.te the payment to an illegal 
debt (d) 

But he may do 80 to one upon which the remedy only is 
barred by a Statute, or by a legal technicality (6) 

If one debt be certain, and another doubtful or uncertain, 
he must appropriate it to the celtain debt (f) 

(a) Goddartl 11. COfll, II Stra., 1194. BUlBS v. Cutting, II Stra., 
1194. HaU 11. Wootl, 14 East., 243n. Kirby v. Duke oj Mar~ 
borough, 2 M. &: S., 18. Hutchi1l80n v. Bell, 1 Taunt., 558. Dawson 
v. Bemnant, 6 Esp., N. P.O., 24. Peters v. Anderson, 5 Taunt., 
596. Grigg v. Cocks, 4 Sim., 438. Bosanquet v. Wmy, 6 Taunt 
597. Nash v. Hodgson, 6 De G. M. &: G., 474 

(b) Philpott V. Jones, II A. &: E., 41. Simson v. Ingham, II B. &: 
O. 65. Williams v. Griffith, 5 M. &: W., 800. Nash v. Hodgson, 6, 
De G. M. &: G., 474 

(c) Fraser v. Birch, S Knapp., 880. Bodenham v. Pu"chas, 2 B. 
&: AId.,89. Boyal Bank oj Scotlana v. Christie, 8 O. &: F., 214-
Wickham v. Wickham, II K. &: J., 478 

(d) Wright v. Laing, 8 B. &: C., 165. Ez parte Banale.OII, II Dea. 
&: Ch., 534. Bibba", v. Crickett, 1 B. &:. P., 264 

(e) MillB v. Fowkes, 5 Bing., N. 0., 455. Pllilpott v. Jones, II A. 
&: E., 41. Oruikshanks v. Bose, 1 Moo. &: R. 100. Arnold v. 
},[ayor oj Poole, 4 M. &: G., 860. Lamprell v. Billericay Union, 8 
Exch.,283. 

(!) Goddard v. Hodge., 1 O. &: M., 88. Burn v. Boulton, II O. B., 
476. Goddard v. Coz, 2 Str., 1194. Jam.es v. Child, 2 Cr. &: Jer., 678 

S. If nei~her the debtor nor the creditor appropriates the pay
ment, and none can be presumed from circumstances, the Law will 
appropriate it to the discharge of tho earlier debts 

Clayton'. case, 1 Mer., 608. Bodenllam v. Purchas, 2 B. &: Ald., 
89. Field v. Oarr, 5 Bing., 13. Pemberton v. Oakes, 4 Russ., 154. 
Simson v. lng/14m, II B. &: 0., 65. Brooke v. Enderby, II B. &: B., 
~O. Sterndale v. Hankinson, 1 Sim., 893. Smith v. Wigley, 8 Mo. 
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& Bo.,174. Beale v. Caddick, 2 H. & N., 826. HoUond v. Teed, 
7 Hare, 50. BiebeZ v. Bprina/ield, 12 W. R. Q. B., 78. Be JIcdeIDe'. 
tnlst, 26 Beav., 088. Merriman v. Ward, 11. & H., 87l. BeoU v. 
Beale, 6 lur., N. B., 059 

4. An executor cannot alter a previous appropriation of pay
ments so as to revive a liability on the estate which has already 
been extinguished 

'Merriman v. Ward, 1 1. & H., 87l 

5. If a. customer pays in money to his ballkers, specifically 
appropriated to certain purposes, the banker must appropriato it 
to those purposes only, and to no other 

Chartered' Bank of India, A.ustralia, and China v. EVIJRa, 21, 
L. T., N. B.,407. HiU v. Bmith, 12 M. & W., 618 

Bankers as Agents or Correspondents oJ other Bankers 

10. 1. Bankers not only have their own customers, but they 
act as agents and correspondents of other. bankers. They are. 
therefore, the agents of an agent 

A customer frequently requires his banker to' perform somo 
duty for him which can only be done by his employing another 
bauker at a distance; and even, sometimes, that agent employing 
another agent. In these successive agencies losses may happen 
quite innocently in ~he course of trade. In all such cases the 
banker originally employed is liable to his cnstomer, because it 
was he who chose the agent who made the loss: or who chose the 
agent who chose the agent who made the loss. Therefore, the 
first banker must bear the loss as regards his cnstomer, and then 
have recourse against his own agent 

Lord NOI·tll's case, Dyer, 161. Matthews v. Haydon, 2 Esp., N. 
P.O., 509. Maekersy v. Ramsay', 9 01. & Fin., 818 

2. If a customer pays in a sum of money to his own bankers, 
with directions to him to remit it to another banker, and the first 
banker fails before he has done so, the property in it remains with 
Lhe customer 

Farley v. Turner; 26 L. 1. Chane., 710 

TI16 Bankruptcy oj a Customer: Set-oft' ami 
Mutual Credit 

l1. 1. Directly a customer is bankrupt he is commercially dead. 
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and he has lost all power to deal with his property, which is gone 
to his creditors -

Consequently, a banker may receivB money on a bankrupt 
customer's account, because he does so as trustee for the creditors; 
but he must not pay away any money to his customer's order after
notice of his bankruptcy, and if he does so, he will have to refund 
it to the creditors, and he will not be allowed to prove for it under 
the fiat 

Yemon v. Hankey, 2 T. R .• 113 

2. Where a bank, by special ~greement with a customer, 
retained a sum of money as security for bills discounted, and the 
customer atlierwards becomes bankrupt, it was held entitled to 
retain this sum against the assignees 

The Chartered. Bank of Inaia, Australia, and. China v. Evam, 21 
L. T., N. S., 407 

3. On the bankrnptcy of a customer, each bill of his under 
Jiscount is to be treated as a separate debt, and the bank cannot 
recover the full amount of the bill from the other parties, and 
receive the dividend upon it from the bankrupt's estate as well 

Ez parte Hornby, De G., 69. Ez parte Hoi"",. 4 Deao., 82. Ea 
parte Brook, 2 Rose, 834 

4. A banker, knowing that his customer had committed an 
act of bankruptcy, took from a surety, who did not know of this 
act of bankruptcy, a guaranty to secure all debts then, or to 
become, due from the customer to a given amount; which the 
surety paid without specifying which portion of the debt it should 
be applied to. Held that it was to be applied to the portion 
proveable under the fiat, and not that which was not proveable 

Ez parte Sharp, 8 M. D. Ii De G., 490 

5. A creditor generally may apply any security he holds to 
discharge whichever debt of the bankrupt debtor he pleases 

Ez parte Haward.: "parte Arkley, Cooke's Bank. Laws, 147,148. 
Ez parte Hunter, 8 Vea., 94. Ez part. Joh7ll0fl, 8 Ds G. M. & 
G., 218 

6. The holder of a bill of exchange has no Lien on any securi· 
ties given by the drawer to the acceptor to protect his acceptance, 
so long as the partiel are solvent: but if they fail, the holder hna 
then a Lien on these securities to discharge the bill 

7. But this doctrine does not apply when the drawee has not 
accepted the bills (a); nor in any case where the creditor has not 
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double rights against both firms (b); nor when either the drawer 
or acceptor is a Joint Stock Company, which bali been 'ordered 
to be. wound up, unlees it can he shewn. that the Company is 
insolvent (c) 

(a) E.r: parr. Wari"g, 19 Ves., 345 
(b) Vaughan v. Halliday, L. R., 9 Ch. Ap., 561 
(c) Hickie tt Co.', caae, L. R., 4 Eq., 226 

8. &t-off and Mutual Oredi'. By the common law of Englan<\ 
if two persons were mutually indebted, and one brought an action 
~"IIoiust the other for payment of his debt, the other could not 
plead that the first was also indebted to him; he was obliged to 
pay his debt first; and then. if he chose, he might bring an 
action to recover payment of hill own debt 

The Courts of Equity, however, adopting the Law. of the 
Pandects of Justinian, recognised the principle that when two 
parties were mutually indebted, the debt of oue should be Bil-off, 
or subtracted from the other, aud the balance only should be pay
able. The want of this rracticein law was found, as commerce 
increased, to be productive of great injustice in the case of bank
rupts. Persons who owed debts to bankrupts were obliged to pay 
their debts in full, and then they received only a dividend on 
what the bankrupt owed them 

The principle of Bet-oJ! was allowed in the cllSe of bankrupts, 
by Statute 4 Anne, c.17, and afterwards in the. Insolvent Debtors' 
Act 

At last two general Statutes were passed, 2 Goo. II., Co 22, 
s. IS, and 8 Geo. II., c. 24, s. I, called the Statutes of Set-off. 
which gave a general right of set-off, or Compellsatioll, in· the 
case of mutual debts: that is, in the case of ascertained money 
demands 

But, under these Statutes, the respective claims must be 
existing legal debts: henae, a· debt could not be set-off against 
damages sought to be reco\'ered in an act-ion: as, if a banker had 
dama"aed his customer's credit by his conduct, a debt owed to him 
by his customer could not be set-off ~"IIoinst it. Nor can a debt 
barred by the Statute of Limitations be set-off a,,"IIoinst an existing 
(lne. Nor by these Statutes could a debt, only.to arise at a future 
time, as on a bill or note not yet due, be set-off a",Ouinst an existing 
debt 

VOL. n.· 
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The debts, therefore, must be due and payable at the time of 
the action, and also at the trial . 

B~aithlDaitll v. Coleman • .. N ... M •• 654. HtltchimoR v. Reid, 
a Camp •• 929. Eyton v. Liltledale, 7 D ... L., 66 

9. The debts, also, must be strictly mutual: hence, if a firm sue 
for a partnership debt, a debt due from some members of the firm 
could not be a set-off. If.a firm be sued, they could not set-off 
debts due to some of them. One partner, however, may settle a 
debt due to the partnership by setting-off against it a debt due 
from himself 

The Statutes only permit set-off in the case of mutually existing 
legal debts. But the Bankruptcy Act goes further; it allows the 
set-off of mutual credit, as well as of mutual debts 1 and mutual 
cr,edit is more extensive than mutual debt 

There is mutual credit, though one of the claims constituting 
it is not yet due, as in the case of a bond, bill, or note, payable at 
a future time . 

Thus, if a banker is indorsee of a bill of a bankrupt acceptor 
or indorser, and the acceptor or indorser holds an equivalent 
amount of the banker's notes payable on demand, there is a mutual 
credit, and the banker may set-off one against the other 

A Bill, accepted for the bankrupt's accommodation, is within 
the mutual credit clause, and may, under the Bankrupt Acts, be 
set-off against a demand by the assignees for money had and 
received to their. use after the bankrnptcy 

If a banker, however, commits a breach of trust, as, if he 
receives bills or notes, with orders to apply their proceeds to a par
ticular purpose, and, instead of doing so, converts them to his own 
use, he could not plead set-off 

10. Mutual credit and a Lien do not destroy each other 
CZark v. Fell, .. n ... Ad., 404. Ez parts Bam~U, L. B.t 9 Chana. 

4p.299 

11. Under the Bankrupt Act a set-off is available in aU 
actions, whether for debt or damages 

Under the term mutual credit-the credit need not necessarily 
be given in money. Thus, if goods be de~osited with the authority 
to convert them into money, that may be pleaded as set-off. Thus 
the mutnal credit mnst be such as was in~nded to terminate in a 
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debt. This is manifestly the same principle as applies to bills and 
.Dotes Dot yet due 

Mutual credit, however, must actually eJist at the time between 
the bankrupt; therefore, when the defendant promised to indorse 
a bill to the bankrupt, iIi. consideration of his acceptance, it was 
held not to be mutual credit 

12. A creditor borrows money from his debtor under an 
express promise to repay. He may, nevertheless, plead set-oft' of 
his original debt . 

Lechmere v. Hawki7UI,1I Esp., B. 6. Taylor v. Okey, 13 Ves., 180. 
See also Cavmdi.8h v. Greaves, 114 Beav., 163 

_ 13. Right of set-oft', under the Statute, only exists where the 
debts are enforceable by action 

Rawley v. Rawley, 1 Q. B. D., 460 

On Banking Investments 

12. Though a. banker is bound, theoretically, to repay every 
one of his customers instantly on demand, yet, as no man whatever 
would spend all his money if it were in his own possession~ but 
would keep a store of it, and spend it gradually, so,when he keeps 
it at his banker'S, he will not be likely to require it all at once, 
but will keep a store of it there, just as he would have-done if he 
had kept it at home; and the banker is able to trade with it in a 
variety of ways, if he takes care to keep by him sufficient to meet 
any demand his customers are likely to make on him. The 

_ different methods in which a banker trades with the money left 
with him by his customers, depend very much on the _ class of his 
customers, and their occupations, and the general business of the 
locality he lives in. He must adapt his business in such a way as 
may be most suitable for the class of customers he has to deal 
with; so that he may never fail, for an instant, to meet any 
demand. If his customers are chiefly country gentlemen, whose 
rents are remitted regularly, and who draw them only for family 
expenditure, he may calculate pretty accurately on the demand 
likely to be made on him, and he may lend out his funds on more 
distant securities than are proper in other cases. Such are chiefly 
country bankers in agricultural districts, and those at the West 
End of London. 

EB 2 
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BuL when a bankerdoes'bnsiness in a trading community, who 
are in constanL want of their money, and whose demands are much 
more frequent and unexpected, he must adopt a ~ery different. line 
of business. He must then have his funds within reach at a ~ry 
short notice, and he ought to have them invested in such property 
as he can re-sell on a ~ery short notice, to meet any unexpected 
pres,ure upon him. The business of such a banker will chieft.y 
consist in discounting bills of exchange, and is of a distinct nature 
from that of lending money on mortga,,"'6 

We must now consider the various methods in which bankera 
trade. They are-1st, by discounting bills of exc~"'6; 2ndly, 
'by advancing to their customers, on their own promissory not~ 
with or without collateral security; Srdly, by means of cash 
creditB, or, as they are sometimes called, overdrawn accounts; 
4thly, by lending money on mortgage; 5thly, by purchasing 
public securities, snch as stock or Exchequer bills 

On Discounting Bills oJ E.rCMIIg' 

13. In Chap. IV., sect. S, we have fully explained the nature 
and origin of bills of exchange-in the present Chapter we have 
only to make some practical observations on the subject. 

If an abundant supply of perfectly good bills of exchange were 
always to be had, they are, no doubt, the most. eligible of banking 
investments, for their date is fixed, and the banker always knows 
the precise day when his money will come back to him. He 
charges the profit. at the time of the advance, and he gains it, , 
whether the customer draws out the money or not; and, in a 
large bank, it must. often happen that drawers, 8A!Ceptors, and 
payees are all customers of the same bank, so that when the 
drawer has his account credited with the proceeds of the bill, and 
draws out the money, so far as he is concerned, in many cases it 
must often happen that the cheque finds its way to some one who 
is a customer to the same bank, and, therefore, the hank has 
reaped a profit on creating a credit. which is simply transferred 
from one account to another. And the same resulta take place 
much more frequently by means of the system of clearing, ex
plained in the next Section, by which all the banks that join ill 
it, are, in fact, but one great banking institution. U it should 
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happen that a customer of one of the great banks draws a cheque 
in favour of _ the customer of another, the chances are that some 
customer of the other bank has done precisely the same in favour 
of a customer of the first bank, and these claims are settled by 
means of the Clearing House, by being set off one against the 
other, without any demand whatever for coin. The more perfect, 
of course, the clearing system, the less coin will be required. 
Consequently, the greater part of banking profits are now made 
simply by creating credits, and these credits are paid, not in cash, 
but in exchanging them for other credits 

When a banker discounts a bill for a customer he buys it, or 
purchases it, out and out from him, and acquires all his customer's 
rights in it, that is, of bringing an action agaiust all the parties 
to it, and also of re-selling it again if he pleases, or rB-discounting 
it, and this is one of the great advantages of discounting bills, 
that if there be an unusual pressure for cash on the banker, he 
can re-sell the bill he has bought 

The bills a banker, then, has bought, are his stock-in-trade. 
He buys them from his own customer at a certain price, and sells 
them again to the acceptor, just as a hosier may buy stockings 
from the manufacturer, and sell them to a customer 

When a banker discounts a bill he writes down the full amount 
of the bill to the credit of his customer, and at the same time he 
debits him with the discount on it 

The system of discounting bills is intended to be the sale of 
bona fide debts for work done, or for property actually transferred 
from one party to another, and there is nothing that requires 
more sleepless vigilance on the part of a banker than to lake care 
that the debts he buys are genuine and not fictitious ones. When 
bills are offered for sale, he ought to know whose. debt it is that 
he is buying, and he ought to be able to form some conjecture 
as to the course of dealing between the parties, which could give 
rife to the bill. Bills should not only be among traders, but only 
according to a particular course of trade. We will speak of real 
debts in the first place; and these may arise in a number of 
different ways. First, between traders in the same business, and, 
secondly, between traders in different species of business, but yet 
for work done. If we take the case of manufactured or imported 
goods, tbereare usually three stages they pass through-lata frol'l 
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the manufacturer or importer to the wholesale dealer; 2ndly, 
from the wholesale dealer to the retail dealer j and, 3rdly, from 
the retail dealer to the consumer. Each transfer of property 
may give rise to a bill; but, of these, the first two are by far the 
most eligible, and are most peculiarly suitable for a banker to 
buy j the third should only be purchased with very great caution, 
and but rarely 
, There are other caSes of good trade bills, when one business 

requires the supply of different productions, such as a builder 
requires a supply of wood, lead, slates, bricks, and other materials 

Hence, a' bill of a wood merchant, or a lead merchant, on a 
builder, would be a very natural pJ:oceeding, and apparently a 
proper trade bill. Again, bills may legitimately arise between 
traders of wholly different descriptions, but yet for work done. 
Thus, if a builder fits up premises for a shopkeeper or merchant, 
a bill between the parties for the work done is a very legitimate 
one for a banker to discount. All these bills, therefore, follow 
the natural course of trade, and carry the appearance, on the face 
of them, of being genuine . 

But if a banker sees bills drawn against the natural stream of 
trade, it should instantly rouse his suspicion. Thus, a bill drawn 
by a wholesale dealer upon a manufacturer, or by a retail dealer 
upou a wholesale dealer, would be contrary to the natural course 
of trade, and should arouse suspicion. A bill drawn by a lead 
merchant upon a builder would be proper on the face of it, if 
there were nothing to excite suspicion j but a bill. of a builder 
upon a lead merchant would be suspicious, unless it were satis 
factorily explained. Moreover, bills of one person upon another, 
doing the same business, are suspicious upon the face of them. 
'l'hu8, a bill of olle manufacturer upon another, in the same 
business, 01' between one wholesale dealer and another, are evi
dently suspicious, because there is no usual course of dealing 
between them. Besides, such bills are chiefly generated in 
speCUlative times, when commodities change hands repeatedly, on 
speCUlation that the prices will rise. Bankers should be particu
larly on their guard against buying bills drawn against articlcs 
which are at an extravagant price, in times of specnlation 

As it by no means commonly happens that the drawers and 
acceptors of bills 81'e customers of the Bame bank, the banker .is 
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Prima facie influenced by the !'espectabilify Of his own customer, 
who is the drawer or indorser of the bill. He ought, however, to 
require specific information regarding the persons upon whom 
his customers are in the habit of drawing, and satisfy himself 
that they ani likely to be genuine bills. And this vigilance 
should never be relaxed in any case whatever. We hold it to be 
utterly contrary to all sound banking to take bills merely on 
the supposed respectability of the customer. But we believe it to 
be far too common a practice to look merely to the customer's 
account. Customers begin by getting the character of being 

'respectable-they bring, perhaps, good bills at first- and keep 
good balances; and their bills aTe punctually met. 'This regu
larity and punctuality are very apt to throw a banker oft' his 
guard. He thinks his customer is a most respectable man,doing 
a good business; all the bills are taken to be trade bills. By
and-by the customer applies for an increased discount limit, on 
account of his flourishing business. The banker is only too happy 
to accommodate so promising a customer. His discounts swell, 
and his balances diminish, but his bills are still well met. How
ever, the time comes, perhaps, when the banker thinks it prudent 
to contract his business generally, I,\nd this may be one of the 
accounts he may think it expedient to reduce; and then he makes 
the pleasant discovery that there are no such persons at all as the 
acceptors, and that the funds for meeting all these bills have been 
got from himself I 

Such cases as these' are not unlikely to happen when London 
houses supply small country tradesmen, and draw bills on them. 
When a man has established a good character, it is impossible 
to require information about every bill before' it is discounted; 
but we do not hesitate to say, that it is of the first importance 
that a banker should be constantly probing his customers' ac
counts, and get information of the persons they.draw upon. It 
was wittily said by some one (Lord Halifax, we believe) "that 
man in this world is saved chiefly by want of faith." This is 
eminently true of banking. A banker should have faith in no 
man. The amount of villainy a.nd rascality which is practised 
by means of accommodation and fictitious and forged bills, would 
exceed belief, if such disclosures were made' public. However, it 
is contrary to the policy of bankels to allow it to be known how 
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they are robbed and cheated. Their interest conl'!l a multitude 
of sins. If criminals ,,-ere prosecuted according to their merit&, 
the calendar would swell up to a frightful extent. There is, 
probably, no class of society who see felonies committed so fre
quently as bankers, aud are necessitated to let them go unrepressed 
and unpunished. The number of unconncted felons.that go aboot 
with impunity in the commereial world is something horrible; 
and there is reason to fear that such things are encourn.,<>OO by the 
too ea..qy faith reposed iu their costomel'!l by hankel'!!. If Lankel1l 
were more vigilant in scrutinising their costomel1l' accouuts, many 
would haTe been cut short in a career of crime-<Jf accumulated 
robberies, which generally terminate in disaster to the bank 

As it is contrary to all sound principles of banking to discount 
bills solely on the customer's respectability, as appearing from his 
account, so any customer should be regarded with sD.'q>icion who 
is not ready and willing to communicate information to his banker 
aboot his affairs. If he will not candidly communicate the state 
of his all'ail1l to his banker, how can he expect bim to gi\"e him 
assistance in the day of tronble? Some customers, howeTer, are 
mightily indignant if their banker will not discount their bills on 
the strength of their names without regard to the acn'ptor. no' 
88 snch a practice is contrary to 800nd banking, 80 it will iunri
ably be found that these are not desirable customers to bue, and 
it would be well for a banker quietly to &hake oil' bis connection 
with them, as in the long ron, they will probably bring him more 
loss than profit 

14. So much for discounting bills of excbange, which 
conaWa in buying debts, and not IInding money. A banker, 
however, may not a1waIB be able to find a sufficiem quantity 
of debts to bny, to absorb all his disposable credit, or he may -
not choose to employ it all in that manner; and some of his 
cnstomel1l may1l1Ult a temporary loan on seemly, who ha\"8 no 
bills to sell. The banker takes his customer's promissory note for 
the BUm payable at the date a.,,1TJ"OOd upon, and also a depOOt of the 
CIOIlvertible security .. collateralleCUritl. He does DoL ad\1UlOa 
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on the goods or security itself-that is the business of a pawn
broker-bnt on the personal obligation of his cnstomer, and the 
secnrities are only to be resorted to in case of the failnre of the 
customer to pay his debt. These convertible secnrities are chiefly 
pnblic stock, Bank stock, India bonds, shares in all sorts of 
companies, railway, bank, insnrance, &c., dock warrants, bills of 
lading. WbeneY'er he takes any of these as collateral secnrity, hf: 
onght to have a power of sale from his customer, in case he fails 
to discharge his obligation. These loans, thongh often they may 
be made to respectable customers, are not desirable advances for a 
banker to make, and he should be chary in enconraging them too 
mnch, for they freqnently are demanded from the borrower having 
locked np too much of his fonds in an nnavailable form; con
sequently, there is much danger of the obligations not being 
paid at maturity, and then comes requests for renewals, and the 
banker is either driven to the unpleasant necessity of realising 
this security, or else having his temporary advance convertt>d into 
a dead loan 

Persons who seek for such advances habitually, are most pro
bably speculating in joint stock companies' shares. They bny 
up shares on specnlation, which they hope will advance in price ; 
they then wish to pled.,ue the shares they have already bought to 
purchase more: then perhaps, a torn in the market comes, and the 
value of the whole goes down rapidly; they are unable to pay 
their note, alid the banker may have to realise the shares at a loss. 
During the railway mania of 1845, a number of banks, called 
exchange banks, were founded expressly on this principle of 
making -advances on joint stock companies' shares, especially 
railway shares; but they have all been ruined, and some 'of them, 
we believe, suffered frightful losses from the great fall in the value 
of railway stock 

The objection to such transactions in a banking point of view 
is that the promissory notes of these customers and their secnrities 
are not available to the banker in case he is pressed for money. 
:Moreover, they are barren isolated transactions, which lead to 
nothing; whereas a discount acconnt promotes commerce, and 
becomes more profitable as the business of the customer increases 

. There is also a very important point to be considered in the 
&bares of many companies which are offered as collateral security. 
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that, by the deeds of the companies, no property in the shares 
passes, except by the registration of the name of the holder in 
their books. Now, while the customer is in good circumstances, 
there may be no danger; bllt if he becomes bankrupt, the banker 
is not entitled to retain the shares against the other creditors. 
If the bankrupt is the registered owner of the shares, his creditors 
are entitled to them, consequently, if the banker means to com
plete his security, he must have himself registered as the owner 
of the shares, and thereby become a partner in a multitude of 
joint stock companies, of whose condition he can know nothing. 
Then, perhaps, calls are made, and the banker finds that, instead 
of buying a security, he has bought a l£ability, and he must pay 
up the calls, or folfeit the shares 

All such advances, therefore, should be made very sparingly, 
and only with such surplus cash as the banker may not be able to 
employ in buying good bills; and they should only be made to 
snch persons as he believes to be perfectly safe without the deposit 
of the security. No banker would make such an advance if he 
really believed that he should be obliged to realise the security to 
repay himself, as such proceedings will always make a soreness 
between himself and his customer, who will be averse to seeing 
his property sold at a sacrifice, as he may call it 

Advances on dock warrants" and other similar secnrities, 
are also liable to many similar objections,and should be very 
sparingly done, as they subject a banker to much trouble beyond 
the line of his proper business, and are indications of weakness 
in a customer. Many customers will expect to have loans upon 
leasehold or freehold property left as security, but these are the 
most objectionable of all as collateral securities. Many, if not the 
greater portion ofleases, prohibit the tenant letting the property, 
without the written permission of t11) landlord, consequently, such 
leasehold propelty is no security at all to a banker. Freehold 
property is not exposed to this disadvantage, but the process of 
realisation is 80 uncertain, and long, and tedious, that it is 
perfectly unavailable to the banker in case of necessity. In fact, 
we believe the best rule in all cascs of loans with collateral security 
(except in such instances as public stock) is to avoid, as much as 
possible, making them to anyone who is not perfectly good 
without them 
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On Advance81Jy way of Cash Credits and Overdrawn 
Accounts 

15. We have, in Chap. VI. § 17, given a full account of the 
system of Cash Credits in Scotland, and of the prodigious ad
vances in wealth which the country owes to it. But that system 
originated and owes its success entirely to the issue of £1 notes ; 
and it would be almost destroyed by their suppre3sion. When, 
therefore, it is seen ill Scotland that it is entirely due to the £1 
.note system that the Banks are able to push their branches into 
the wildest and remotest parts of the country, they naturally 
resent and resist' interference with it by perSonS who have no 
personal experience of its advantages 

To a certain extent the system of Overdrawn Accounts serves 
the same purpose in the country districts of England: but only to 
a very limited extent. It is quite impossible to extend the same 
banking accommodation to the poorer and humbler class of cus
tomers by means of overdrawn accounts, where bankers can only 
deal with the money placed with them by their customers, as 
when they are able to coin their own money by the issue of 
£1 notes 

The objections to Cash Credits and Overdrawn Accounts, in a 
banking point of view, are that in times of pressure it is all but 
impossible to, call np the advances. and the securities are no~ 
realisable: hence it is only where banks are of great solidity, and 
.not liable to runs, that it is safe to carry out such a system on a 
large scale 

The same objections apply to advances on mortgages, which 
nre intended to last for years. Such transactions are, therefore, 
chiefly confined to country bankers and those at the West End of 
London, whose connections lie more with the landed than the 
mercantile interest, and who are not liable to such sudden demands 
for cash 

On Investments j" Public Securities 

16. Besides these operations, all of which are founded upon 
personal liability-all of which contain personal obligations to pay 
fixed sums of money, and· are, t.herefore, lealings in "Currency:"--:-



428 THEORY AND PRACTICE OF BANKING 

blillkers usually invest part of their funds in public securities, 
which are supposed to be more readily convertible into cash 
than others. Public securities are of two descriptions-the one 
" currency, or securities for money," snch as Exchequer .Bills
the other" property, or convertible securities" such as stock, or 
the funds; the foqner being an engagement on the part of the 
Exchequer to pay a certain sum of money, like any other bill; 
and the latter being no engagement to repay any fixed sum at all, 
but only a fixed rent, or sum, for its use. The public funds are a 
great estate, of which the nation is tenant, and pays a rent for it, 
solely guaranteed by the public faith 

Each description of public secUlities has its advantages and 
disadvantages. The interest on public stock will be found in the 
long run, to be higher than those on any other descriptions of 
public securities; but there is this serious consideration, that the 
value of these stocks is so extremely fluctuating, that when any 
public crisis comes, and bankers wish to sell their stock, they 
may sustain a very great loss. In the week of the great crisis of 
1847, when' many banks had to sell stock to provide for contin
gencies, the losses were immense when they bought in again to 
replace it. Another disadvantage regarding stock is, that all the 
transactions of bankers must become known, as they have to 
transfer it. Exchequer Bills have this advantage, that a banker 
can deal in them without its being known to anyone but the 
broker. Exchequer bills, being, like any other promissory note, 
an engagement of the Government to pay a definite sum of money, 
it is not probable that t~ banker can ever lose so much on them 
as on stock. In order to prevent Exchequer bills falling to a dis.
count, they always bear interest, and, in consequence of this, are 
usually at a premium; and when, by the change in the market 
rate of interest, they fall to a discount, the interest upon them is 
usually raised. From these circumstances the profit of investment 
in Exchequer bills is less than from stock 

17. Bankers collect money from those who have it to spare, 
and advance it, or its equivalent, to those who reqnire it. They 
may sometimes, themselves, be in a similar predicament. 'Some
Limes they may have more by them than they have employment 

,for;- sometimes; from unusual demands, they Dlay be in want of 
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temporary advances. There is a class of persons who, nndertake 
this great equalising process-namely, the bill brokers. They go 
the round of the bankers every morning, and borrow from those 
who have to lend, and lend to those who want to borrow 

18. At the present day, the principle of as~ociation has been 
developed to a much greater degl'ee than ever it was' before. 
Companies are being formed for all manner of pu\'pose~. When 
these customers apply to open an account with a hanker, it will 
generally be found that they want accommodation. But a banker 
shonld very rarely indeed '-accommodate the company, of whose 
affairs he can kno.w very little. He sh<?uld ne~er grant accom
modation to such a company, nnless he is well assured of the 
responsibility and respectability of the directors themselves; and 
if he allows the' company to ha~e accommodation, it should be 
only on: the personal liability ofthe directors. He should require 
from them a joint and several note, payable on demand, reserving 
his right against the company only as a collateral security. This 
course will be found to be attended with many advant,ages, because, 
if anything goes wrong with the company, he has an immed,iate 
remedy without any trouble. Whereas, if the company goes into 
the Windjng-up Court, it will be a considerable time before his 
claim can be settled; and then there may be some technical 
objection. The contributors may' say the directors had no Jjght 
to draw bills by the constitution of the company, or they may have 
exceeded their power; and' then he may have to contest his claim 
through a number of different courts, bringing him nothing but 
vexation and anxiety 

Table of Charges 0/ tlie Scotch Banks 

19. In .tune, 1882, the Scotch banks unaIiimously agreed 
to the following scale of charges- ' 

Table of Interest,Discount, and Oharges aJiJilicab16 to 
Scotland 

I.-INTEREST ON MONEY :LQDGED : 

The Rates to be fixed, from time to time, at Meetings of the 
,Banks to ,be held in Edinburgh 
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Nols.-No Interes~ ro be paid on other than regular operat.ive 
Accounts, unless the Mouey has been lodged a n:.onth. Sanngs" 
Banks may, according ro the discretion of each Bank, be allowed 
upon money lodged on Deposi~ Receipt 1 per cen~. more than the 
ordinary Deposi~ Receipt rate for the time, when tha~ rate is not 
aboye 21 per cent. 

II.-,-INTEREST ON ADVANCES OY CURR&"~ ACCOUNTS: 

The Rates ro be fixed, from time ro time, at Meetings of the 
Banks ro be held in Edinburgh-bnt the charge on O,'gdrn/l' on 
Cash Credit, or o~her Curren~ Accounts, may be limitA.'Ii ro the 
Cash Credi~ Rate in ,ptcitd cast. ill rohich lhiI " MJlcli01l8d b!l Ilw 
Head OjJic4 

••• In Jnne, 1885, the Scotch Banks unanimonsly agreed ro 
abolish interes~ on the daily balances of current accounts: aud ro 
allow it only on the minimum monthly balance 

III.-DISCOUNT .AND COlfl[ISSION ON BILLS: 

The Rates of Discount ro be fixed, from time ro time, at 
Meetings of the Banks ro be held in Edinbnrgh 

The following Rates of Commis--.ion ro be charged on Bills 
other than Local, in addition ro the Disconnt-

1. On Bills payable in Scotland, h. 3d. per cent.. :r.raximum 
charge, 7,. Gd. 

2. On Bills payable in London, no commission 
s. On Bills payable elsewhere in England, or in Ireland, 2,. Gd. 

per ccnt. 
Enmpl /rol1l ClIarg~.-l. Bank of England Post Bills. 2. Bills 

on London not having more than four days ro run, inclusive of 
days of grace 

4:. On Bills payable on the Continen~ of Europe at II EZ€MIIg. 
"" ptr 111110,.",11"11," Discounted Bills, 10,. per cent. in lieu of 
Discount. Bills lod"..oo-see below 

IV.-CJURGES I'OR NEGOTIATING DOCUMENTS PAYAllLB 

ON DEMAND: 

1. 011 Cheques and Drafts on Ballker. in Scotland, whether 
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cashed or lod.,ued for Co1lecLion, h. 3d. per cent.. Min. charge, 
6d. Max. charge, IS&. 

2. On Cheques and Drafts on BankN3, payable in London, no 
Commilmon 

2. On Cheques upon English Banks cashed, payable elsewhere 
than in London (whether bearing a reference to a London Banker 
or not), sent to London for negotiation through the Country 
Clearing House, h. 3d. per cent.. Min. charge, 6d. 

XOI6.-Ii preferred, credit may be given for amount of Cheque, 
/,.,. 0/ Wug6, on the fourth busiuess day after the Cheque ~ 
been handed to the Bank 

(. On Cheques uPon English Banks, payable elsewhere'than in 
London, if sent direct to the town on which drawn (b!/ duiTtJ oj 
1M eruhmw), 2,. 6d. per cent.. Min. charge, 6d. • 

5. On Documents on Demand on Bankn-3, payable in Ireland, 
whether cashed or lod.,ued for Collection, 2& 6tl.. per cent.. Min. 
charge, 6tl.. ' 

6. On Cash Orders, Cashed, payable in London, 58. pel 
cent.. Min. charge, 1& Max. charge, 10,. Ii dishonoUred, 5& 
per cent.. Min. charge, Is., with Interest due 

7. On Cash Orders, Cashed, payable in Scotland, 5,. pel 

cent.. Min. charge, 1& Max. charge, 40& Ii dishonoUred, 2,. 6d. 
per cent.. Min. charge, Is., with Interest due 

8. On Cash Orders, Cashed, payable elsewhere in the United 
Kin.,odom, 5s. per cent.. Min. charge, Is. Ii dishonoured, 5,. per 
cent.. ,Min. charge, Is. Max. charge, lOs. 

9. On Cash Orders, Lodged for Collection, whether paid 
or not, payable in London, 2s. 6tl.. per cent.. Min. charge, Is. 
Max. charge, 10,. Payahle in Scotland, 2,. 6d. per cent.. Min. 
charge, Is. Max. charge, 20s. Payable elsewhere in the United 
Kin.,odom, 2,. 6tl.. per cent.. Min. ch~ Is. Each document to 
be charged for separately. The term "Cash Order" to include 
Receipts, ReceiptOO. Accounts, and other Documents of a similat 
description. " Orders" unpaid to be returned on the day alter 
receipt at Iate;t, and not to be held over on any pretext whatever. 
" Orders " sent by post to a Bank by a private party to be charged 
the rate applicable to "Orden t' lod.,ued for Collection, together 
with the remitting Commission, shonld the proceeds be acoounted 
for by Draft or Transfer 
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10. Coupons and BQnds payable at any other than Bank Office3. 
These are to be treated as Cheques, not lIB Cash Orders 

Exempt from Charge.-Cheques drawn by the Bank's cus
tomer3 on any other Office of the Bank, when presented by the 
customers personally, by members of their families, or by persolls 
exclusively ii' their employment; also, wherever payable, Cheques 
on Church Accounts, issued in favour of Clergymen or Teachers, 
Cheques in favour of religious. or charitable Institutions, and 
Cheques or Receipts on forms issued by any Government 
Depart!l1ent 

Y.-CHARGES FOR GRANTING DRAFTS AND MAKING 

TRANSFERS BY ADVICE: 

1. On the Bank's Agents or Correspondents in London, Drafts 
or Transfers payable on demand :-For sums up to £300, 28. per 
cent.; minimum charge, 6a. For· snins from £300 to £600, 
uniform charge, 68. , For sums above £600, lB. per Clint. Each 
Draft or Transfer to be charged for separately, and the Stamps to 
be charged in addition. Drafts payable at il 8even days lIfler date" 
to be charged the Stamp only. When at a shorter currcncy, or at 
a currency to cover the expense of the Stamp, the difference to be 
reckoned at the Deposit Receipt rate. Transfers by advice to be 
made free, if payment be postponed ten days. Drafts for remit
tance of Government Rovmue to be granted at eleven days' date, 
free of Stamp duty 

2. On the Bank's Cor~espondents elsewhere in England,.or in 
Ireland, 2s. 6d. per cent. j minimum charge, 6a. The Stamps to 
be charged in addition . 

3. On the Bank's Head Office, Branches, or Correspondents in 
Scotland, lB. per cent. Max; charge, lOs.; min. charge, 6d. j but 
for sums of £5 and under, 3a. The Stamps to be charged in 
addition 

EJ.'empt from Chllrge.-I. Drafts on the Bank's Agents or 
Correspondents in Scotland, purcllaaed by Collectors of Revenue, 
lIB such, and all Remittances to Religiol1s and Charitable· Insti
tutions. On these the Stamp alone to be charged. II. Transfers 
of sums paid in by customers persollally, by members of their 
families, or by per80lJ8 elClUBive1y· in their employment, for their 
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credit at another Office of the 'Bank in Scotland; the ~tamp to be 
charged when a Draft is given 

Evasion of Charges for Bank Drafts.-In order 
to . prevent parties. from evading the charge for Bank Drafts, by 
lodging the amount temporarily in name of their Correspondents, 
with a view to its being drawn out at another Office, free of charge, 
the usual Commission should be eXltCted on all Deposit Receipts 
cashed at other Offices within ten days of their date 

Vi.-OTHER. CHARGES 

1. On Retiring Bills in London, 2s. 6d. per cent., with In
terest due. The following modified charges may be made, at the 
option of each Bank, in the case of Cnstomers having large trans
actions, viz. :-For the first £50,000 in anyone year, 2s. Sd. per 
cent.; for the second £50,000 in anyone year, Is. Sd. per cent.; 
for the excess beyond £100,000 iu' anyone year, Is. per cent.
Chargeable at the end of the year 

2. On Drafts on Demand against Credits with English Pro
vincial or Irish Corre3poIidents, 3s; per cent., with Interest due. 
lf against cash deposited without Interest, same Rate as for Drafts 
on London 

3 .. On Drafts on Demand against Credits with London Cor
respondents. Same Commission as for Drafts on London 

4. On Bills payable in England or Ireland, recalled before 
maturity, 2s. 6d. per cent. Bills recalled for non-acceptance only, 
discretionary 

5. On Discounted- Bills, or other Documents (except Cash 
. Orders), payable in Scotland, returned dishonoured, 2s. Sd. per 
cent., with Interest due 

S. On Discounted Bills, or other Documents (except Cash 
Orders), payable elsewhere, ~eturned dishonoured, 5s. per cent., 
with Interest due 

7. On Acceptances by the Bank, or their London Cor
respondenta, of Foreign Bills, payable in London, if secured by a 
special Deposit of the amount, 58. per cent., with Interest due; if 
on other Security, if not exceeding 3 months in currency, lOs. per 
cent., with Interest due; if exceeding 3 months iu currency, 15s. 
per cent., with Interest due . 

8. On Bills or Documents on Bankers, payable in England or 

VOL. II. FI' 
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Ireland, lodged for Collection, 2,. 64. per cent., whether paid or 
dishonoured 

9. On Bills or Documents on Bankers, payable in Scotland, 
lodged for Collection, if paid, same Commission as on ainliiar 
Documents discounted; if dishonoured, 11. 3d. per-cent. 

10. On Bills or other Documents, payable abroad, lodged for 
Collection, 6,. per cent., in additbn to charges incurred by Bank, 
whether paid or dishonoured 

11. On Pay, Dividends, or Annuities drawn by London Cor
respondents, except for regular customers, 2,. Gd. per cent. Mi
nimum, lB.; maximum, 68. 

12. On Porchasea of Government or other Stocks, in London, 
S,. per cent., with Interest due 

18. On Transfers of Government or other Stocks, without 
. purchase, discretionary, according to trouble and amount 

U. On Powers of Attorney taken out, and Willa or Dmtha 
proved for Transfer of Stock, etc., discretionary, according to 
tronble, but not less than 2,. 6d. each 

15. Calla and Dividends of Joint-Stock Companies, any Com
mission to be discretionary, e.I<X'pt as regarda Dividends paid ia 
I.ondon, on which not less than 11. per cent. shall be charged • 

. The aggregate amonnt required for the payment of each Dividend 
to be placed on a separate account, bearing no Iuwrest 

16. Payment in London against Shipping Documents, whether 
or not accompanied by a Draft. on Demand, 2,. 6d. per cent. 

17. Delivery in London ot Shipping Documents, or Stock 
Trnnsfers, on receipt ot value, charge, if any, discretionary 

18. Delivery in Scotland of Documentary Bills, payable in 
London, or elsewhere in the United Kingdom, taken up undt'r 
rehate, Commission to be at Rates for Drafts on London, or other 
place, as the case may be 

..Yo/I.-Bills and other Documents, not Aaving mort fAa,. }i!" 
(/ny' to nil, to be cashed by the Banb with each other, withoot 
chnrge. The uaunl Discount to be charged for the additional days 
on llills of lon~r currency 

In aU matw!'! of Charges Berwick-on-Tweed to be 
treated 88 a &olc" town 

Questions 88 to the true meaning of any part of the ~le ahall 
be dlocil\cd at Meetings of the Banks to be heW in F.dinhu!,){b 



0. 1M Clearing System. 

20. 'We ms now ap1aiB the mechanism of the ~ 
System. which has bee. greatly misundastood 

Ii is 1lStI&lly SiIpposcd that. the ~ System. is all uamp:e 
ci ihe ~ principle ci ~ by 1rhich Debts are r-id 
and extinguishOO. by being excha.n","'l'd 01' ~tf a..,'"'&insi NCb other' : 
as 1I":lS the custom of merehants at a Ja.rge rmm'ler 01. continental 
f..irs: and ill flll'eigu ~ the C1earing House is usually 
termed lLzU. ... Liqtl.iJiztiH., ., c.-peullliM 

This, how-e~. is a ~ mj~oo: au.! all ~ 
01. the mec~ of the C'le&ring House ci.srly illustrates the 
di;;tinctioo. hetw-eell the two I!]'Stems ci C~ and Banking 
Credit: C()I]]JJ)ettW Credit is only created to la;;i for a certain 
definite time. and is extin",~ 1Iith the d.x:mcents w-hich ~ 
bOOy it: Banking Credit is Id imenJed to be extin.,~ at 
any definite time: and it is not generally extin"ouishf:d w-ith the 
doe:nnents which embody it 

In many IWfa of the Cootineni. it 1I"a1 ihe c=ust.om fOl' IDe!'

chants to mili their billi psJlLble only at the great &.irs in nrioas 
cities.. In the meantime they circulated throogboni ihe country. 
and perfonned all the fnnctioos of money. ..!.Ii these fairs the 
merchants mel together and exchanged their ~: thus 
the ~ documents and the debts were enin",cruishN simul
t&neoosly. by the principle of Compensation, or Set-otr.. 
But by this derice all enormous amoonJi of CIO!IlIIleI'Ce nil eazried 
on, and debts yere extin,,<YUished ..-it.houi the t-yment of one an 
inooin 

Bm the pu.rpoee and e1Ud of the Cle&ring System are ftIJ' 
differenL When any number of the customers of the same hank 
haTe t.r.msactioII8 among themselves. and give each other ~lJeS 
OIl their ao.'lOU.Ilts. if the ftCleiTers of the Cheques do no&, dray om 
the money, hoi pay them into their 0\f1l aooounts. the Credits are 
simplylru#ffiIITM from ODe acc:onnl ~ the other-. The Cheque 
is ertin.,<>'Uished: but the Credit is Jd atin",<71liebed; a is only 
t;ramferred: and ihe same Credit may be tDDsfemd ally eon
eeinNe number of times from ODe ~&; to another in the 
same b&nk, to the eDd 01. time, 1Iithont ever ~ min.,"1lisMl at 

J7i 
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all. In all such cases, therefore, the Cheque is a mere order or 
transfer: and when the Credit is transferred from one account to 
the other, the document has effected its purpo3e, and is cancelled 
-but the Credit exists exactly as it did before 

So with a Bank Note. If a person holding a banker's notes 
pays them into his account, the No·tes are extinguished but the 
Credit is not extinguished: the amount is entered to the cus
tomer's credit: he has exactly the same Right of action as 
before: and the banker's liability remains the same. If a cus
tomer pays into his account the notes of another banker, the 
banker collects- the notes and gives his customer credit for the 
amount. The Clearing System is a device by which all the banks 
which join in it are formed into one huge institution for the 
purpose of transferring Credits from one bank to another, just a3 
Credits are transferred from one account to another in the same 
bank 

Every banker has every morning claims against most, if not 
all, of his neighbours: and of course they have claims against 
him. These claims are called Bankera' charges. Each banker 
having collected all the Bums due to himself, re-adjusted the 
Credits to the different accounts. By this means it is evident 
that no Credits were cancelled or extinguished between the 
different banks: they were only re-adjusted among different 
customers' accounts: and this was done by the means of ex
changing a vast amount of Bank Notes between the different 
bankers, Thus an immense amount of Notes were required to be 
kept out of circulation for no other purpose than to be dancing 
about from bank to bank to settle their accounts against each 
other. It was stated in evidence before the House of Com mODS, 
many years ago, that the London and Westminster Bank alone 
was obliged to keep .£150,000 in Notes for this sole purpose. And 
if one bank alone, then comparatively in its infancy, was obliged 
to keep such a. sum idle for this purpose, what would have been 
the sum necessary at the present time to be retained by all the 
different banks? It is certain that it would have absorbed at 
least half of the authorised circulation of the Bank of England 

'fo remedy this inconvenience an ingenious plan was devised, 
it is said, by the Ranks a.t Naples, in the sixteenth cenLury. 'rhe 
banks institutt'd a Cl'nLral Chambel', to which cach sent a clerk. 
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Theseclcrks then examined and stated their different claims 
against each othet·, and paid only the difference in Notes. By 
t his means the different Credits were re-adjnsted among the 
llifferent customers' accounts just as easily as before: and an 
immense amoUnt of Notes were set free for the pnrpose of cir
culation and commerce: and were, in fact, equivalent to so much 
increase of Capital to the banks and to the country 

21. The Banks in Edinburgh were the first in this country 
to adopt this plan. For a considerable time they used to do all 
they cO,uld to injure each other. They used sometimes to colIect 
a large amount of each other's notes and present them suddenly 
for payment, in the hope of ruining their rivals. At last they 
became sensible that this undignified conduct was mutually in
jurious : and they agreed that they should meet twice a week and 
adjnst their respective claims: and that they should make no 
demand upon each other except at these times. This exchange is 
made alternately at the offices of the Bank of Scotland and the 
Royal Bank. The banks used formerly to settle their differences 
by ten days' drafts upon London. Subsequently to this, it was 
agreed that each bank should keep a fixed amount of Exchequer 
Bills, and the differences ,were paid by these Exchequer Bills. 
This plan, however, was discontinued in 1864, and the following 
rules, which are now in force, were settled in 1876 

Rules fo be observed at the Edinburgh Olearing HOttSe 

I. The' Clearing House shall be opened every business day, 
except Saturday, at one o'clock, and closed at fifteen minutes past 
one, after which no documents shall be received. On Saturdays 
the Clearing House shall be opened at eleven o'clock, and closed 
at fifteen minutes past eleven 

II. The Clearing House shall not be opened on Bank Holidays. 
On half-holidays it shall be opened at ten o'clock, and closed at 
fifteen minutes past ten -

III. Each Bank shall be represented at the Clearing House by 
a competeut clerk, who shall deliver and receive the documents 
referable to his Bank. An assistant clerk shall also attend when 
required, that there may be no delay in closing the clearing 
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IV. Each clerk shall be furnished with a set of books for thr. 
Various Banks, in which the documents delivered by him shall be 
entered and summed up before he goes to the Clearing HOIlSd, and 
he shall hand to each of the other Banks a duplicate list along 
with the documents delivered. He shall also be fnrnished with a 
book in which he shall strike the balances against him or in his 
favour with the other Banks, and he shall not leave the Clearing 
House until the general balance is completed 

V. Besides orders payable on demand at the Banks in Edin
burgh (including district branches), and bills domiciled with the 
head offices of the Banks in Edinburgh, orders or bills payable 
elsewhere in Scotland, and requiring to be cashed by the Banks 
with each other, may be passed through the Clearing House. 
Although the general rule is to 11ass all clearing documents 
through the Clearing Honse, it shall be in the option of each 
Bank to collect auy snch documents in cash 

VI. Each document shall be Bufficiently discharged before 
being sent in, and shall bear a Clearing House stamp containing 
the name gf the Bank to which it belongs,Bnd the date of 
clearing, in addition to which, if it has been cashed at a district 
branch, it shall bear the stamp of that branch 

VII. Documents passed through the Clearing House, payable 
at the district branches of banks in Edinburgh, shall be forwarded 
in time for presentation the next moming 

VIII. Documents drawn on the head office of any Bank, 
which a~e not duly honoured, shall be returned on same day, by 
messenger to the head office of the Bank to which they were 
cashed by 3 o'clock on ordinary days, and 12.30 on Saturdays, 
and shall be repaid in cash. Documents payable at the district 
branches, which are not duly honoured, shall be returned through 
the Clearing House on the day after that on which· they were 
cleared; or it shall be optional to return any such document 
direct by messenger to the office at which it was cashed, provided 
that this be dOlle before the hour of clearing, on the day after 
lhat on which the document in question was passed through the 
Clearing House 

IX. All documents returned unpaid shall have a written 
answer appended, stating the cause of dishonour 
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X. The· Banks agree to dispense with the indorsement of 
country exchange vouchers, passed th!ough the clearing 

XI. The Bank of Scotland and the Royal Bank of Scotland 
agree to undertake the settlement of the clearings each alternate 
month. On Monday, Tuesday, and Thursday, the balances shall 
be included in the general settlement of the exchange and clearing, 
the odd shillings and pence being accounted for in cash. On other 
days, the settling Bank will receive from those Banks which are 
Debtor8 on the settlement, and give to those which are Creditor.~, 
exchange vouchers for the respective balances, including the odd 
shillings and pence, within one hour after the closing of the Clear
ing House, and these vouchers shall be brought into the next day's 
clearing. The rules for conducting the general settlement of the 
exchange and cleruing are laid down separately.-Neither the 
Bauk of Scotland nor the Royal Bank of Scotland shall incur any 
responsibility whatever in respect of these transactions 

XII. All expenses connected with the Clearing House shall be 
borne by the Banks in equal proportions and shall be paid by 
them half-yearly 
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/:111($ 1<1 be D~TrvJ III 1M E.rtlulngt$ lI.f Sol,. (111,1 (;~',rrtll 

&lJlnlfMls of Bald1lU$ ~/1lWtt 1M Raub U. E.lillbllrgla 

I. There shall be Exchangt'S of Xoks;and Gencr,U &:ttl~cnta 
of these Exchange;;, and of the Clearing House. as (1)11">""3:-

GeDenl ~t of ExchaDges aDd Ckaring. 

Exdlan., ... of To indudd 
Kuks. 

On I Kuks. a...,.rin,;s. 
; I --- I 

l'aay ... ~ , Tu..",1..y. at t p ... SnWl ~otes of M· ThasJay. 
lIonday. at 10 tunlay. the ~<>Ie1 
~. of lion day. aDd I 

the- Gb.~ s...-tl_, of l'IIe&-l 
day. 

Thursday. at !P.1I •. 'l'b.! ~<>l."Sof Tues-. "''''' __ braD.! 
day aDd Wedne-j ThorWaY. 
day; also. the 
Country Ex- I 
l'haru:es of WN-

r:esdAY. ud the I 
l'b.~." ~ Leith 
St.'tcanents of 

Al"O lID Satur- n_,. I 
.lay.a& 1-311p.1l_ 
f-w Jaq;e Koles 
DDl7 ! 

lIoaJay. at t p... ,'l'b.! DOtes of Thurs- Friday. Satur. 
day ..... Frida,.. day • .t)loa-
..... the ~-e clay. 
_of Sallmia,.. 
aOO the GIa..~" 
aDd Country EX.' 
dlanges of Salur- ' 
cisy. , 

The ~n('rnJ ~--ttkm('nti\ shall be ma.ie by the c1~>aring clt.'rb 

II. \Then Tue.;d"y is a holiday, the general 8t.'tticment. shall 
be maJe on W'eJ.ncsJay; wlA'n Thnr:;Jay is a holid",., the general 
&.!~t1emcnt shall be made on Friday; wben Satunlay is a boli.!ar. 
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there sballbe an exchange on Friday afternoon; and lrhen 
}fonday is a holiday, '-he general settlement; shall be made 011 

Tuesday, but there shall be no exchange of notes that day.
l'fhen the Term day falls on a Saturday, the ExchllDge shall meet 
in the afternoon," such hour as may be a",oreed upon 

III. The clerks shall be in attendlUlce punctually at the hour 
smtro.JiJl«1t fltiRtIItS after lrhich the doors are to be clOEed, and 
the notes in the hands of the Banks not. rel\l'el!euted excluded until 
next. eD!han.,oe. Such Banks shall, h01reYel', retire, by granting 
bills on London in acoordance nth Rule TIl., the notes brought 
into the exchan.,twe a",uainst them by other Banks ~ 

IV. Each Bank shall be represented by at least t1l'O clerks.. 
On aniYing " the E:rehllDge Room, one of the clerks shall deli\""el' 
the notes, and the other clerk shall remain in '-he box to n.'t"ei re 
the notes from '-he other Banls. Unless there is a clerk to ll'Ceire 
them, on no acoonnt shall any notes be ~ through the wickets. 
No one shall enter '-he box of another Bank-the door mtS be 
kept locked 

V. The clerks from each Bank shall all remain in the Exchange 
Room. until the .. hole of the not~ receiTed by them hare been 
oountro. and " It.'8St. one clerk from each Bank shall remain until 
the lrbole of the notes delivered by th" Bank haTe been connk"li. 
The notes rereiYed from anyone Bank shall not be mixed .. ith 
thooe receirnl from thf? other Banks, until they hare been fonnd 
to a",<rree nth the specification receivtd along with them. In c:a...--e 
of a dispute arising on any occasion as to the amount contained 
in any JWCcl of notes, reoeiml or delirered by a Bank, .hich has 
infringed the roles in this clause, such Bank shall, in the aOOenoe 
of conclusiTe eridence in its favour, be held to be in the 1i"lWlg.

To preTeDt any undue delay in counting the notes, each of '-he 
Banks shall pnrride a rompetent staff for that purpose, to the 
samfaction of the settling Bank of the day 

TI. The settlements shall be undertaken t'aCh alternate month 
by the Bank of Scotland, and by the Royal Bank of Scotland; 
but neither Bank shall be held to incur any responsibility in 
re51wrl of these transadions.-Oll Monti"y, Tuesday, and Thun;.. 
da,., the balances shall be included in the general settlement; of 
the exchange and clearing. On WednEsday, Friday. and Satur
day, unless lrhen a general &eWement. fal.Is on any of these da]S, 
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the settling Bank shall grant and receive vouchers for the 
balances, which shall be carried into the next day's clearing 

YII. When the balances of the general settlement have been 
struck, the settling clerk of the day shall at once enter the par
ticulars in a record provided for that purpose, and the Banks who 
are debtors in the settlement shall, on the same day before the 
close of bnsiness, send to the Banks who are creditors a bill or 
bills on London for the respective amounts due. These bills shall 
be drawn 5/8 days' date. The Banks drawing them shall bear the 
expellile of the stamp-duty, and shall, on delivering them, pay in 
cash to the respective Banks in whose favour they are drawn, 
eight days' interest on the amounts, at the rate of 3 per cent. per 
annum 

YIII.- In the event of any exchange draft being dishonoured 
without prompt and satisfactory explanation of the cause, the 
Bank issuing such draft shall be immediately excluded from the 
Exchange Room and Clearing House 

IX. When exchanges are established in provincial towns, the 
'exchangeable notes received at the agencies there must wait for 
the return of the next local exchange day; and must under no 
pretext be forwarded to meet the exchanges in Edinburgh, or at 
the other agencie3 

X. It is further understood and agreed, in cOllilideration of the 
cir-eulation of each Bank (other than what may be issned against 
gold and silver coin), being fixed and limited by the Act 8 and 9 
Yict., cap. 38, that the Banks shall bring to the Exchange Room 
regularly, at their head offices and agencies, all the exc.hangeable 
notes which they receive; and that under no circumstances shall 
any of the subscribing Banks issue the notes of another Bank of 
Issue in Scotland, without permission first asked and obtained 

XI. The vouchers of the Glasgow Exchanges shall be conveyed 
by railway gnard; and the letters containing the "ouehers shall 
be delivered by the guard to the Clearing House messenger, to be 
delivered by him personally at the Banks to which they are 
addressed in Edinburgh 

XII. The record of the general settlements shall be open for 
the inspection of anJI of the subscribing Banks, at such times as 
may be convenient 
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XIII. Any of the parties .to this 3"ureement shall be entitled 
10 withdraw from it on giving three months' notice 

On IhB London. Clearing Houss 

22. About 1775 the inconvenience of sending out to collect 
these charges led a number of the city bankers to organise an 
exchange among themselves, on a similar plan to that already 
practised among the banks in Edinburgh. They met in a room, 
and exchanged their mutual claims against each other, and paid only 
the difference in cash, 01' Bank noOO3. It is stated in the Bullion 
Report, that in the year 1810 there were 46 bankers who cleared; 
that the· al'erage amount of drafts, &c., passed through the 
Clearing Honse every day was about .£4,700,000, and that all the 
balances on this acconnt was settled by about .£220,000 in Bank 
notes. The Clearing Honse was merely an assemblage of private 
bankers; when the joint stock banks were instituted in the city, 
they were rigidly excluded nntil 1854, when the intolerable 
inconvenience caused to them by the large amount of notes they 
had to keep idle to meet the "charges," set a question afloat of 
organising another Clearing Honse among themselves. Moreover, 
it is said, that the private bankers, themselves, felt the incon
venience of the heavy "charges" of the joint stock banks. Partly 
owing to these circumstances, and partly, we hope, owing to the 
feeling against the joint stock banks having abated, the London 
and Westminster, the Union, the London Joint Stock, the London 
and County, and the Commercial Banks, were admitted to the 
Clearing Honse in Angnst, 1854, and the Southwark Branch of 
the London and Westminster, in August, 1855. The latter being 
remarkable, not only as a branch of a bank being treated as an 
independent bank, but also as not being in the City of London. 
The Bank of England was not admitted to the Clearing House 
till 1864. 

Rules and Regulations to be observed ill ths London 
Clean·lIg HOllse 

ORDINARY· DAYS, EXCEPTING SATURDAYS 

Morning Clearing to open at .10.30. Drafts, &c., to be re
ceived not later than 11. Morning Clearing mnst be closed by 12 
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Country Clearing to open at U. Draft.;; including Returns, to 
be I'a'eh-ed not Iater than !:t.30. Country Clearing mlL..¢ be 
closed by ~.H) 

AfternOO!l cl('3ring to open at ~.30. Drafts, &c., to be J:'I.'('eit"ed 
not Iater ilian -I. Returns to be receit"oo not later thau 5, except
ing on settling days, lrhen the last delivery shall be at ·Us, and 
:cctnrns at 5.1a 

FOrRTHS OF THE M~H 

Morning Clearing to open at 9. Draft.s, &e., to be I'a'eind 
not later tban 10. Morniug Clearing mn.st be cloro by I~ 

C()nntry Clearing to open at U. Draf~ including returns, to 
be I'a'eit"ed not latertban 1~.3c). Country Clearing must be clos.:~ 
by 2.15 

Afternoon Clearing to open at :t.30. Draftil, &c., to be n. .... 
ceil""ed not later than 4.15. Retnrns to be receil"oo not later than 
5.15; excepting lrhen the -Ith of the month shall occur on a 
&lturday, lrhen the Country Clearing shall cla;e at:t, the Aftt,rnoon 
Clearing commence at 2, and the last delivery shall be at. 3.30 
and Rt .. tnrns at 4.30 

SA'ITRDAYS, (SOT BEL~G Foorns) 

Morning Clearing to open at 9. Drafts, &e., to be lI.'C<?il"oo 
not later than 10. Morning Clearing must be closed bYll 

Conntry Clearing to open at ll. Dral'ts including returos, to 
be I'a'eived not later than 11.30. Country Clearing must be 
cloeed by l.la 

Afternoon Clwring to open at 1.30. Drafts, &c., &0 be re
ceil"ed not later tban 3. Retnrns to be received not later lban -l 

J.Ln""ARY Isr ASD DECKlUIE& 31sr 

On the;;e days an ext.eusiou of a quarter uf an hour shall be 
~\·en to the la...¢ dclil"ery, anJ to r .... turus; and a similar enen5ion 
un days sncceedira &ok Holidays 
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GENERAL RULES 

The total amount of the Morning and Country Delivery shall 
be agl'eed by each Clearer bef~re leaving the Clearing House 

All Clerks that are in the Clearing House by the time ap
pointed for final delivery, shall be entitled to deliver their articles, 
though they may not have been able to pass them to th~ different 
desks before the clock strik6ll 

All Returns in the course of delivery upon the stroke of the 
clock of the time appointed for final delivery, must be received by 
the Clearers, and credited the same day 

Any Bank which has accepted and paid an article returned to 
it in error. may require repayment through the Clearing House 
on the following day 

Notice sha.ll be entered upon a Board at the Clearing House, 
giving monthly statements of those settling days at the Stock 
Exchange, upon which the time for receiving Returns is to be 5.15 

With regard to all Drafts not crossed, and all Bills not 
receipted. sent to the Clearing House as Returns, the Clearer 
holding them must fully announce the particulars to the Clearing 
House, and if not claimed, the case must be represented to the 
Inspectors; but on no account can the Clearer be allowed to debit 
the Clearing House with the amount until an owner can be found 

No Retllrncan be received without an answer in writing on 
the Return why payment is refused 

It shall be sufficient in order that a Return shall be received 
and credited, that it shall have on it an answer, why returned ; 
and no Clearer shall refuse to pass to credit any Return that shall 
be so marked 

All Returns charged .upon the Balance Sheet must be marked 
up and agl'eed by the Clearer charging the same . 

All the difterences arising from Marked Articles beyond the 
sum of £50 must be finally ascertained and placed to account, 
before- the Clearer makes up his Balance Sheet 

No Clearer shall be allowed to charge out Drafts in the 
Clearing-out Book at the Clearing House 

All differences of more than £1,000 that may have been 
accidentally passed over at night, shall be settled by a tmnsfer at 
Lhe Bank of England, the first thing thc next morning 
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The Inspectors are charged with the pre3crvation of order anll 
decorum in the Clearing House, and are instructed to report t(l 
the Committee of Bankers disorderly conduct on the palt of any 
persons, calculated, in their opinion, to obstruct the adjustment of 
the business of the House 

Each clearing bank keeps an account at the Bonk of Eugland, 
and the inspector of the Clearing house also keeps one. Printed 
lists of the clearing banks are made out for each bank, with its 
own name at the head, and the others placed in a column ill 
alphabetical order below it. On t~e left side of these nome i3 
a column headed" Debtors," and on the right side are marked 
"Creditors." The clerk of the Clearing House then makes up 
the accounts between each bank, and the difference only is entered 
in the balance sheet, according as it is debtor or creditor. A 
balance is then struck between the debtor and creditor columns, 
and the paper delivered to the clerk, who takes it back to his own 
bank. The balance then is not paid to, or received from, the 
other bankers, as formerly, but it is settled with the Clearing 
House, which keeps an account itself at the Bank of England. 
The accounts are settled by means of a species of cheque appro
priated to the purpose, called transfer tickets. They are of two 
colours, white and green, the white when the Bank has to pay a· 
balance to the Clearing House, the green when it has to receive a 
balance from it. They are signed by some authorised official of 
the Bank. Thus, if the Bank is debtor Oll thc Lalancc, it gives a 
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White Ticket 

SETTLEMENT AT THE CLEARING SETTLEMENT AT THE CLEARING 
HOUSIG HOUSE 

18 

To the Cashiers of the Bank of England 

Be pletlScd to IrafUlfer fr07lI our 
Account the 'URI of 

and y1ace it to Ihe credit of the Acc",,,,t 
of tll.e (]learing n.lIIkers, and allbw it to 
be draWlI for by any of tll.em ('I)it1. the 

I.:nov:kdge of eill.e,· of the IfUlpetJto,·" 
signified by his countersigning the 
Drafts) 

£ 

BANK OF ENGLAND, 

18 

A TRANSFER for the sum OJ 

Tws thi, tt:t';t.illg bUll made at the BanI.: 
fl'om the account of .Iltssrs. 
to tloe aCCGtlnt of the Clearing Bankers 

For the Bank of England 

£ 

T' ... e CcrtUicate has been 8I>cn by me 

Inspector 

,If the B:1nk is creditor on the balance, it gives a 

GreBIl Tjd~et 

&t!lement at the (]learing "9",e 

London, 18 

To the Cashi~rs of the Bank of England 

Be pleased to (JREDITour Account 
Il'e Sum of ' 

out nf the money at' the cre,lit of the 
account of the (Jleoring Bankers 

£ 

Seen by ree, 

IfI8[8Ctor at Il.e (]learing HOllse 

&ttlement at the Clearing Rnuse 

BANK OF ENGLAND, 

18 

The occ.>unt of Messrs. 
has tltis ercning been CREDITED tDith the 
Sum of 

out of tT,e mone,lf at the credit of the 

account of tll.e Clearing BtI"ke,'s 

For the Bank or England 

By this admirable system, transactions to the amonnt of many 
milliom daily are settled wi thou Ii the intervention of a single 
Uank note' 
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CIiAPTER XIX 

ON COLLATERAL SEOURlTmS TAKEN BY BANKERR 

1. Banking as we have seen deals exclusively with persona.! 
obligations. Bankers sell their own credit in exchange for the 
credit of other persons: and in all cases whatever· these person~ 
are liable and bound to discharge their obligations. Bankers, 
howe,er, do take additional and collateral securities of variolli> 
SOl't~, to make good any loss from their oustomers being unable to 
disci.arge their obligations . 

'fhe first kind of these collatcral securities which we shall 
considel' is a banker's Lien 

. On a Ballleer's Lien on his Customer's &curitieB 

2. When a customer has placed any Banking Securities in the 
hauds of his banker, without specifically appropriating them to 
any purpose, the banker has the right to retain them until hi'! 
customer has discharged all debts that may be. due to him: even 
though the debt was not incurred, or the advance granted on the 
deposit of the Securities 

'I'his right of retentiou of Securities, plal"Jd unconditionally in 
his hands is termed a Lien 

3. 1. A banker's general Lien is p[trt of the Law McrcLrmt, 
and is judicially noticed as such 

Brandao v. Barnett, 12 C. & F., 787. Bock v. GomsBen, 2 De U. 
F. & J., 434. Jones v. Peppercorne, Johns, 430 

2. A banker has a general Lien upon all Banking, or Paper 
Securities placed in his hal~ds as a banker by a customer, for his 
. general balance 

Such Paper Securities in\lude Bills, Notes, Exchequer' Dills, 
Btock, Coupons, Foreign Bonrl\ find others of a similar natultl 
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And his Lien extends over these Securities, not only for debts 
which have already accrued, but for those which may accrne, 'inch 
a;; bills discounted, or Cor a bill aooepted for his customer"s 
ac:!Ommodation 

Unless there be a special contract relating too these particular 
chattels, taking them onL of the general rule 

But to do this the particular contract must be inconsistent with 
the notion of a general Lien 

DtIfIV Y. B01ftltn, 5 T. B.. (S8.. BollaJUI Y. Bygrae, By • .t Moo., 
27L Jtnn'tl4iu Y. ufnn, 1 Esp., 65. &:ott '1'. Frmali:li-. 15 Eas&, 
428.. Wylde Y. 1l4ilfortl. 33 L. 1 .. Chane., 51 

S. Bnt this general Lien does not extend to Securities which 
are not Banking, or Ne.,ootiable Securities, nnless by special 
contract 

A oustomer deposited with his banker a deed of conveyance 
including two distinct; properties, with a memorandum pledging 
OM of them as security for his general balance. Held that. the 
banker had no lien on the other property 

W,lde Y. BadfuriJ, 33 L. 1 .. Chan.. 51 

4. A customer by deed gave his banker a security over his 
estate to cover a debt which was then doe. Held that it only 
applied to the actually existing debt, and was not a continuing 
security for the floating balance 

B4 MeiktH'. but. 26 Bea'l'., 5S8 

5. A banker has no lien on any plate, jewels, eash, or securities 
contained in a box deposited with him in his character of Ware
houseman, and not as banker (a) 

Even though he has recovered jod,,"1Ilent in an action against 
his customer for a balance doe on his account (b) 

Nor can moneylod"ued with a banker for a specific purpose 
which fails, be retained by the banker a"aainsf; a debt dne by the 
depositor when bankrupt (c) 

(a) l!nJRdao '1'. Barndt, H C • .t p .. m. Wylde Y. Bo.ilford, 33 
L. 1 .. Chane.. 51 

(1)) ~u Y. Marl;", L. B., 17 Eq., 221 
(c) Wright Y. WIItsoII, 1 C . .t E., 171 

6. A banker has no Lien on a cnstomer's balance for bills 
discounted for him, during the currency of the bills 

:&t.er Y. Forri~ '" Col. Goa Co., 22 W. B.,.7!O 

VOL. IL GG 



450 THEORY .AND PRACTICE OF BANKING 

7. If securities be offered to a banker for a loan which he 
refuses (a): or on a condition which is not fulfilled (b): the banker 
has no Lien on them for his general balance 

(a) Lucas v. Domen, 7 Taunt., 278 
(b) Burton v. Gray, 43 L. J., Chana., 229 

8. If a trustee, in violation of his trust, pledges securities with 
his banker, the trust will override the Lien, and the banker cannot 
retain them 

Manningfortl. v. Toleman, 1 Call., C. C., 670. Moor, v. "mJi., 
2 Col., C. 0., 60. Pinkett v. Wright, 2 Hare, 120; affirmed in 
Dom. Proc. as Murray v. Pinkett, 12 O. & F., 764. Baillie v. 
MacKeIDan, 35 Beav., 177. Stackhouse v. CtltInteBl of "erley, 30 L. 
J., Chana., 421 

9. But where an executrix pledged title deeds with a bank, as a 
security for a loan, which she spent in violation of a trust, it was 
held that the bank, having no notice of the breach of trust, had 
a Lien on the deeds 

FarhaZZ v. FarhaZZ, L. R., 7 Eq., 286 

10. A banker has a Lien on Banking Securities pledged with 
him by a customer, if"he has no notice, or reasonable cause to 
believe, that they belong to another person: but if he receives 
notice that they, in fact, do belong to another person, he has no 
Lien for any advance he may make after receiving Buch notice, 
nor for his general balance 

Locke v. Prescott, 32 Beav., 261 

11. A cestui que trust being indebted to a bank at which the 
trust account was kept, gave the bank a Lien on his share of the 
trust fund, and gave notice to one of the trustees to pay his share 
into his account with the bank. Held that this was a valid and 
irrevocable assignment of the fund, and that the bank's Lien 
prevailed against the customer's assignees in bankruptcy 

Ez parte Steward, 3 M. D. & De G., 265 

12. A debtor deposited title deeds with his creditor as secnrity 
until his debt should be reduced to £100; he died indebted to his 
creditor in £274. Held that the creditor'B Lien extended to" the 
whole .:£274 

A.hton v. Dalton, 2 Col., 665 

13. An equitable mortgage by the occupier of lands, mills, 
houses, machinery, and premiaes, gives the depositee a Lien on all 
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fixtures, whether erected before or after the deposit, iIicluding 
those removable; as between landlord and tenant 

Ez parte l'rice, 2 M. D. & De G., 518. Ez part' Loyd, .3 Deao. 
& C., 765. Ez parte Broadwood, 1 M. D. & De G., 631 •. Ez parte 
CoweZZ, 17 L. J., Bank., 16. Ez parte Bentley, 2' M. D. & De G., 
591. Ez pal·te Wilson, 4 D. & Ch., 143. Ez pal'te Cotton, 2 M. D. 
& De G., 725. Ez pal'te Reyna!, 2 M. D. & De G" 443 

14. 'A banker took from one partner of a firm a legal mortgage 
over property which he knew belonged to the partnership, as 
security for a private debt of that partner. Held that the rights 
of the other partner prevailed over the banker's Lien 

Cavander Y. Bulteel, L. R., 9 Ch. Ap., 79 

15. A customer kept three accounts at a bank, and . received 
advances from the bank, which were entered in one of them. He 
sent securities to the bank to cover a fresh advance. Held that 
the bank had a Lien on these securities for the general balauce 

In re European Bank, L. R., 8 Ch. Ap., 41 

16. A Company can create an equitable mortgage by the 
deposit of deeds, without complying with the formalities prescribed 
by their deed of constitution for executing legal mortgages; and a 
banker is entitled to the same Lien on such deeds as if they had 
been deposited by a private person 

- Ez parte National Bank, L. R., 14 Eq., 507 

17. A .banker has ilo Lien on the balance of a partner on his 
separate account for a debt due to him from the firm 

Watts v. Ohristie, 11 Beav., 546 
18. A firm had an account with a bank, and one of the par~ 

ners had also a separate account with it. The bank discouuted a 
promissory note of the partner upon his depositing certain shares 
as security: these shares afterwards became the property of the 
firm, which failed, being indebted to the bank. Held that the 
bank held them only as security for the debt of the partrier, and 
had no Lien on them for the debt due from the partnership 

Ez parte McKenna, 30 L. J., Bank., 20 

19. If a banker takes a security payable at a future day, his 
Lien is gone 

. CoweZZ·v. Sinlpson, 16 Ves., 275. Helvison v. Guthrit, lJ Scott, 298 

20. The Directors of a Colonial Banking Company were em
. powered. by ·their Deed to issue shares on such terms' as they 

GG 2 
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pleased; and it was also provided that they should have a Lien 
on such shares for any debt of such shareholder. They issued 
shares, with powers of attorney, to enable· the holders to remit 
them to England, and deal with them as negotiable securities. 
Held that they had no Lien on such shares 

Hunter v. Stewa,'t, 4 De G. F. & J., 168 

21. K mortgaged to R certain securities. The value of the 
secmities was paid into the hands of K's bauker with whom his 
account was overdrawn. Held that the banker had a Lien on the 
amount so paid in for the amount of his debt 

I1oxbUl'olle v. Cox, 17 Ch. D., 520 

22. A Bank made advances on title deeds to land. The owner 
contracted to sell the land to a purchaser who had notice of the 
banker's claim; and the bank had notice of the intended sale. If 
the bank makes furthel' advances on the deeds without infOl'llling 
the purchaser, it has no Lien on the deeds for such further advance 

London and County Bank v. Ratcliffe, 6 App. C&8., 722 

23. A Company which had no power to borrow money over. 
drew their .account with thcir bankers, and deposited certain 
private deeds of the members to the company. Held that the 
banker had no Lien on the deeds for the overdrawn account 

Blackburn Building Society v. Cunliffe, 22 Ch. D., 61 

24. A banker's Lien on securities taken by him bona fide from 
a customer is not affected by any equities between him and a 
third party 

Mi,a v. CUl'fic, 1 App. C&8" 5!4. 

On Goods taken IZ8 s£'ct/1'ily 

4. 1. If a bankel' takes Goods as a security for a loan, he 
ought to satisfy himself that his customer is entitled to them: 
because, by Common Law, the real owner will be able to recover 
them, or their value, from him, if unlawfully pledged 

The principle of Common Law regarding the transfer of th~ 
Property in goods by a sale in market ovel·t, docs not apply to 
pawns 

Alar.de" Y. Panshall,l VerD.,407. Paler.MI Y. Ta.'" Strange, 1178. 
Hartop Y. Hoare. 8 AtIL, 44. /loare Y. Parker, S T. n., 876 •.. Daubignv 
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v. Duval, 5 T. R., 604. Maccombie v. Davis, 7 East, G. (h'a],am v. 
D!lster, 6 M. & S., 1. Boyson D. Coles, 6 M. & S., 14. Queirofl v. 7Tueman, 
3 B. & C., 348 

2. Goods were deposited as a security for a loan. The cus
tomer afterwards obtained further advances without referring to 
the goods. He died without paying oft' his debt to the banker. 
His executors claimed the goods on payment of the first loan only. 
Held, that the banker was entitled to have all the debt paid off. 
But if there had been bond creditors, or a bankruptcy, the banker 
could only have held the goods for the sum first advanced, and 
must have proved under the fiat for the rest 

Demainbray v. Metcalf. Pree. Chane., 419. Adams v. Claxton, 6 Ves, 
229. " Vanderue v. rtriUis,.3 Bro., C. C., 21 ' 

3. Such transactions ought to be completed by a Bill of Sale, 
ana registered under Act 17 & 18 Vict. (1854), c. 36 

If the debtor is a trader the banker /!hould also take possession 
of the goods or premises, as registration under the Bills of Sale 
Act· only does not defeat· the operation of the doctrine of 
"reputed ownership" 'in bankruptcy 

, Badger v. Shaw, 26 L. J., N. S., 73. EJ; parte As1JJy, re Daniel. 25 
L. T., 188 

4. A banker cannot take a Bill of Sale on the whole property 
of his debtor, as such an instrument is an act of bankruptcy 

Lacon v. Liffen, 32 L. J., Chane., 315. Ha.-sell v. Simplon, 1 Doug., 89. 
GiBbert v. Spooner, 1 M. &' W., 714. Smith. v. (lannan, 2 E. & B •• 35, 45, 
22 L. J., Q. B., 290. Woodhouse v.Murray, L. R., 2 Q. B., 638. :&. 
parte Foxley, in Te NUTse, L. R., 3 Ch. Ap., 515 

5. An instrument, stating that goods are deposited as a 
security for a loan, even though containing a power of sale in 
default of payment" does not require to be stamped as a mortgage 
deed 

Harris v. Bi,·ch., 9 M. & W., 591. Attenborougl&v. ,Commissioners oj 
Inland Revenue, 11 Exeh., 461. Bee also Franklin v. Neate, 13 M. & 
W.,481 

-Policies of Life Assurance aB Security 

6. 1. A banke!' sometimes takes a Policy of Life Assurance 
as security for ~ Debt. In such case, he should give notice to 
the office of the assig~ment; as, in the event of his customer'. 
bankruptcy, the Policy would 'fest in, his assignees, , . 
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It is a well-established principle that Chos8s-in-Aeli01l, or 
Rights, or a debt due to a trader, though assigned by him, are in 
his" order and disposition" in the event of his bankruptcy, even 
though the instrnment recording the obligation be delivered 
over, unless notice of the assignment has been duly given to the 
obligor 

Ryall v. RowIn, 1 Ves., sen., 348. E:c parte .A.r1cwright, II M. D. & De 
G., 143. E., parte Wood, 9 M. D. & De G., 815. Thompson v. S)>ei •. ., 19 
Sim., 469. Eo: parte Wilkinson, 19 Sim., 475. Belcher v. lkUamy, 2 
Exch., 303. Thompson v. Tomkins, 2 Drew. & Sim., 8 

2, Notice, as a rule, should be given to the officer representing 
the Company, who may either be the Chairman, the Directors, or 
the Secretary, according to the Deed of Constitution 

Where a Company has authorised their agents to receive 
noUces of assignment-s, it was held that where one of their agents 
had acted as attorney for the assignor and assignee of a Policy, 
that was sufficient notice to the Company . 

Gale v. Lewis, 9 Q. B., 780 

3. But if the agent is not agent for that particular purpose, 
his knowledge of the assignment is not sufficient . 

Eo: parte Patch, 7 Jor., 820. 12 L. J., N. S., Banko,44 

4. Such notice need not be in writing, verbal notice is suffi
cient; even though the office refuses to receive verbal notice 

North British Insuraru 00. v. Halke, 7 Jor., N. S., 1263. E.oc pal'le 
Masterman, 2 Mont. & Ay., 209. Eo: parte Litlkdak, 6 M. D. " Dl' 
G., 74 

6. If the assignee has sent notice by post to the obligor, and 
the assignor becomes bankrupt before the notice reaches the 
obligor in the course of post, that is sufficient to take the case out 
of the Statute 

Beldwr v • .&ll4my, 2 E:tch., S03 

6. Though the assignee is a partner in a mutual office, that is 
not sufficient notice to the Company 

ThompsOll v. Speirs, IS Sim., 469. Eo: parte Wiliinsma, IS Sim., 475 

7. In the case of an equitable mortgage bJ the mere deposit 
of the Policy, the assignees of a bankrupt cannot recover the 
Policy itself at law: but they may claim the debt from the 
Company, and give a valid discharge for it 

GW_ Y. Quem'll, 7 M. " W., lili6 
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8. If a Policy" be deposited by way of equitable mortgage, the
onus lies upon the assignees of the bankrupt 1.0 prove that the 
notice of assignment was not given to the office before the 
bankruptcy 

E:J: P2rte Btevens. 4 Dec. & Ch., 117 

9. The banker must also have possession of the Policy. A 
memorandum of deposit of securities was given to a banker, 
sLating that a Policy of Insurance on the life of the depositor was 
among th3m. The Policy, however, was not delivered, and was 
iu the posses3ion. of the depositor at the time of his bankruptcy. 
Held that the Policy passed to his assignees, and the banker 
ranked among the general creditors 

& parte HaliJaz, 2 M. D. & De G., 544 

10. A conditiou of a 'Policy of Life Assurance was that it 
should be void if the assured died by his own hand, unless it had 
been assigned for valuable- consideration six months before his 
death.' The holder deposited it with his bankers, with a letter 
charging it with the payment of any debts that might be due to 
them at the time of his death; -and three years afterwards com
mitted suicide, being indebted his bankers. Held that the bankers 
were entitled to recover . 

Jones v. Oonsolidated Investment and Inaurance 00., 26 Beav., 256 

11. Bankers who had two Policies of Life Assurance deposited 
with them gave no notice to the offices; but the assured mentioned 
in conversation with the secretaries that the Policies were held by 
his bankers. He died bankrupt, and Stuart, V. 0., held that 
the Policies remained in his order and disposition, and that his 
assignees were entitled to the proceeds 

Edwarda v. Martin. L. Ro, 1 Eg., 121 

On Title Deeds taken as Security 

6. 1. A banker frequently takes a deposit of Title Deeds by 
way of equitable mortgage to secure an advance. In all such 
cases he should have a written memorandum distinctly stating 
the purpose for which the deposit is made. A written memo
randum of deposit is not, indeed, necessary, for there may be a 
valid deposit in equity without even a word spoken, when the 
possession of the securities cannot be accounted for in any oth~ 
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way, the holder being a stranger to the title and deeds (a). But 
it is laid down that if there is no memorandum of deposit, the 
Court leans against considering the deposit as security for an 
antecedent debt (b) 

(a) BoZOfl v. Williams, 3 Y. & J., 150 
(b) & po.rle Martin, 4 DeRe. & Ch., 457 

2. If deeds are deposited with a person expressly as a security 
for a future advance, the creditor has no lien on tliem for an 
antecedent debt 

Mouutford v. Scott, 1 Turn. & Russ., 274 

3. But if a banker has completed his equitable title by ob
taining possession of the title deeds along with a memorandum 
stating the purpose of the deposit to be to secure payment of the 
mortgagor's antecedent debt and interest, as well as all future 
advances, he will be able to enforce his claim against all judgments 
of any sort recovered against the mortgagor after the date of the 
equitable mortgage 

WhitwortA v. Gauyuill, 8 Hare, 416 aOlrmed, 1 Phil., 728. Oas1Mrt v. 
Att. GeMMl, 6 Price, 411 

4.. There must be an actual deposit of the tiLle deeds to ex
clude the operation of the Statute of Frauds. An order to a third 
party to deposit a lease, when executed, is not sufficient . 

&po.rle Perry,S M. D. & ne G., 252 

5. An agreement to execute a mortgage with a delivery of the 
title deeds to have the agreement carried out, is an equitable 
mortgage from the date of the agreement 

Edge v. Worthington,1 COli, 211. EIll pori, Bruce, 1 Boae, 874. H~kl'lJ 
v. IJq,n~"', 1 &88., 141. Key. v. WiUiamB, 8 Y. " Col., O. C., 65· 
Bullin v. DunM, 12 Ir. Ch. Rep., 67 

6. To constitute an equitable mortgage it is not necessary 
that all the title deeds should be deposited, provided that real and 
material portions of them are 

& porte (Jh~ndak, 1 Deae., 67. LucM v . .Allen, 26 L. J., Ch., 18 

7. A memorandum accompanying title deeds, stating the pur
pose for which they are deposited, is not an agreement for a 
mortgage, aud does not require to be stamped 

Mee.!: v. Ba!llm, 81 L. J., Ch., 448 

8. A verbal agreement to deposit a lease when executed is not 
an equitable mortgage 

~ Fl' C'Nmbe, 4 MudJ., 2411 
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9. To create an equitable sub-mortgage by deposit of deeds 
originally deposited as an equitable mortgage, it is not necessary 
to deposit with ,the second depositee the written memorandum 
deposited with the first 

Ez parle Abel Smith, 2 M. D. & De G., 587 

10. The expression" may advance," in the memorandum given 
with title deeds as an equitable mortgage, may include past as well 
as future advances, if it appears that Lhe parties intended it 

Ez parte Farley, 1 1II. D. & De G., 68S. Ez pa,·te Abel Smith, 11 M. D. 
&De G., 687 

11. A legal mortgage cannot be extended by parol (a); but 
an equitable mortgage may (b) 

(a) Ez pa,'le Hooper, 11 Rose, 828 
(b) lJ.., parte Langston, 1 Rose, 26. Ez parte Kensington, 11 Ves. & Bea., 

79. Ex parte Lloyd, Gl. & Jam., SS9. Ez parte NettluMp, 2 l\L D. & 
De G., 124 

12. An equitable mortgage is the same in effect as a legal 
mortgagc, and a mortgagor will have six months to redeem 

Parker v. Housefteltl, 11 My. & K., 419. TArop v. Ga"lside, 2 Y. & Col 
Ex. Eq., 7S0. Meller v. Woods, 1 Keen, 16. But see 15 & 16 VioL 
(1852), c. 86, So 48 

13. An equitable mortgagee, by deposit of a lease, is not C01l1-

pellable to take a legal assignment of the lease at the suit of the 
lessor, even though he has eutered into possession of the premises 
and paid rent: nor is he liable to the lessor upon the covenants 
of the lease, as there is no privity of contract between him and 
the lessor 

Moore v. Greg, 2 Phil., 717 

14. If deeds are deposited with a person as an equitable mort
gage, they are not to be considercd as an equitable mortgage for a 
-loan by a,nother person, without a memorandum in writing 

Ez parte Wllitbread, 1 Rose, 299 

15. A perSOll conveyed certain property to trustees by a post 
nuptial settlement. Having obtained the deeds from the trustees, 
he deposited them with his bankers as an equitable mortgage for 
a loan. Held that the hankel' was not a purchaser within 27 
Eliz. (1585),0. 4, s. 2, and the trustees were entitled to recovel' 
the ueeds 

Kamlan Y. DOITim; II Bingo, 76 
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16. 'A conveyance of a house and furniture was deposited as a 
security for a debt, with a memorandum stating that it was the 
deposit of the title deeds of an 68tats. neld that this was not an 
equitable mortgage of the furniture: if the intention had been 
to include the furniture, it should have been so stated in the 
memorandum, and a schedule of the articles given (a) 

But when the lease of a house was deposited as an equitable 
mortgage, and the premises were sold along with the goodwill of 
the business carried on on the premises; and the produce of the 
sale of the lease and goodwill was insufficient to satisfy tho deht, 
the dcpositee was held entitled to the whole of the proceeds, as 
the goodwill was the incident of the lease (b) 

Ca) & parI. Bunl. 1M. D. '" De G., 189 
(b) OhuBum v. DeweR, 6 RUBB., 29 

17. A mortgagor granted a mortgage to secure an antecedent 
debt, and future advances to a limited amount: he then granted 
a second mortgage of the same propcrty to another person on 
similar terms: each party was aware of the mortgage of the other. 
The first mortgagee made advances to the mortgagor after he was 
aware that the second mortgagee made advances to him on the 
security of the second mortgage: he eunnot claim tl16t the ad· 
vances which he had made subsequently to this knowledge should 
have l)riority over the advances made by the second mortgagee 

Bop""' .. on Y. Roll, 9 H. L. Ca., &14 

18. A misdirection of the mortgagor's interest in land will noL 
invalidate an equitable mortgage 

Ez parle GIUII. 1M. D. '" De G •• 29 

19. An equitable mortgage may be created by a deposit of 
copy of Court Roll 

Ez part. Warner. 19 Vel •• 202. Winler Y. Lord .4118on. 8 Ru .... 498. 
Whitbread Y. Jordan, 1 Y. '" Coli •• EL Eq., 808. Tlliu Y. Webb, 8 
Beao •• 662 

20. If deeds including sevel'al estates are deposited as an 
equitable mortgage, with a memorandum specifying only one as 
mortgaged, it is not a mortgage of the other estates mentioned 
in the deeds 

"'vide y. Radford. 88 L. J., ChaDc., 111 

21. If a trustee fraudulently deposit title deeds III an equitable 
1IJ0rtgage, the trust will prevail over the mortgage 

JJalillilill/U"" Y. Tuleman, 1 Coll.,870. Bailie Y. AIeK,w.n, 86 LUafl •• l77 
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22. A customer deposited Title Deeds of premises to seclU'e a 
debt without any memorandum. The equitable mortgage was a 
security for further advances by virtue of the banker's general 
lien on the deeds 

Ez pam Tweedy. 5 Ch. D., 559 

011 Securil~s give/& by Third Parties to Bankers to secure 
adva1U6s to their customers 

7. We have now given wha~ appears to ns to be necessary to 
explain the relations between a banker and his customer, and 
securities given by the customer; we have now to consider the 
case where strangers give secnrities to bankers on behalf of their 
customers, which are much more strictly interpreted than 
securities given by the customer himself 

The general rule is this-That if a pefson gives 1\ guaranty to 
a banking firm to secure ad \lances made or to be made to an!>ther 
firm as cnstomers, if any change takes place in either firm, either 
from death or the withdrawal of any partner; or the adoption of 
a ne\v one; the guaranty holds good as to any operations which 
have already been commenced but not completed before the change: 
as, for instance, to bills accepted, discounted, or negotiated before 
the change, but which did not become payable till after it; but it 
then 'becomes ipso facto void 'and determined as regards any new 
transactions 

These doctrines having been established by a host of cases were 
confirmed by Statute, 19 & 20 Vict. (1856), c. 97, s. 4-

"No promise to answer for the debt, default, or miscarriage of 
another. made to a firm consisting of two or more persons, or to a 
single person trading nnder the name of a firm: and no promise. 
to auswer for the debt, default, or miscarriage of a firm consisting 
of two or more persons, or of a single pel'Son trading nnder the 
name of a firm, shall be binding on the person making such 
promise, in respect of anything done or omitted to be done, after 
a change shall have taken place in anyone or more of the persons 
constituting the firm, or in the person trading under the name of 
a firm, nnless the intention of the parties that such promise shall 
continue to be binding, notwithstandiug such change, shall appellr, 
tither by express stipulation, or by necessary implicalion from the 
nature of the firm. or otherwise.'· 
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If, therefore, it be the intention that the gllaranty should be 1\ 

continuing security, notwithstanding any change in either or both 
of the firms, such a stipulation must be clearly set forth in it 

A guaranty is also vitiated if the banker deviates in the 
slightest degree from its precise terms, for there is, in fact, a 
dealing between the banker and his customer to which th~ 
guarantor has never consented 

1. Before 1856 a guaranty required to have the consideration it 
was given for stated on the face of it; but by the Mercantile Law 
Amendment Act, 18 & 19 Vict. (1856), c. 97, s. 3, it is enacted-

"No special promise to be made by any person after the pass
ing of this Act to answer for the debt, default, or miscarriage of 
another person, being in writing, and signed by the party to be 
charged therewith, or some other person by him thereunto law
fully authorised, shall be deemed invalid to support an adion, suit 
or other proceeding to charge the person by whom such promise 
shall have been made, by reason only that the consideration for 
such promise does not appear in writing, or by necessary inference 
from a written document " 

ElIam v. Whyle, 5 Bing.,485. Eyre v. Bartrop, 3 Madd., 221. 
Archer v. Hale, 4 Bing., 464. Wilcher v. Hall, 5 B. & C., 269. 
Bonar v. Macdonald, 3 H. L. Ca., 226 

2. If the banker advances to his customer a SUID in excess of 
the sum guaranteed, that is not a variation of the terms of the 
guaranty 

Sellers v. Jones, 16 M. & W., 112. Pa1'kcr v. Wisc, 6 M. & S., 
239. Laurie v. Scho/ejield, L. R., 4 C. P., 622 

3. If a surety guarantees a fixed sum, and the banker advances 
to his customer beyond the sum fixed, and the customer becomes 
bankrupt, the Burety is only liable for the sum he guaranteed, less 
the amount of any dividend on the bankrupt's estate 

E:c parte Rm1l/orth, 10 Ves., 409. Paley v. Field, 12 Ves., 435. 
Bardwell v. Lydall, 7 Bing., 489. Raikes v. Todd, 8 Ad. & E., 846. 
E:c parte Brook, 2 Rose, 334. E:c parte Holmes, M. & Ch., 301. 
Gee v. Pack, 33 L. J., Q. B., 49 

4. But a guaranty is not determined by the death of the 
gnarantor, 80 long as the obligation is uncompleted 

Bradbury v. J1[O'/'gan, 1 H. & C., 249 

lS, A guaranty, even though it states a specified time, is always 
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countermandable-except, of course, as'regards any' advances made 
under it 

Offord v. Davies, 12 C. B., N. S., 748 

6. Any variation between the precise terms of tbe guaranty 
and the actual dealing between the banker and the debtor will 
avoid the gliaranty 

G/yn v. Hertel, 8- Taunt., 209. Bacon v. Ch~sney, 1 Stark., N. 
P. C., 192. Bonser v. Co:z:, 6 ne~v., 1~0. The General Stemn 
Navigation Co. v. Bolt, 6 C. B., N. S., 550. Calver'v. 'lie London 
Docks Co., 2 Keen, 638 . 

7. A guaranty will be c~mstrned most strictly against the grantor 
MaBon v.pritchard, 12 East., 227. Mayer .v.Isaac, 6 M. & W., 

605. Wood v. Priestner, L. R., 2 Exoh., 66 

8. An omission or misstatement of facts which affects the 
guarantor's responsibility will avoid, the guaranty (a) 

But an omission to state facts which do not affect theguar
antor's responsibility will not do so (b) 

If the creditor knows that the principal bas committed an act 
of dishonesty, and does not inform the surety, he is discharged (c) 

(a) Pidcock v. Bishop, 3 B. & C., 605. Jackson v. Ducllaire, 3 T. 
R., 551. Mayhew v. Crickett, 2 Swanst., 189. GlYl1 v. Hertel, 8 
Taunt., 208. Stone v. Compton, 5 Bing., N. C., 142 .. Pledge v. 
Buss, John, 663. Swan v. Bank of Scotland, 1 Deac., 272. Blest v. 
BroW71, 8 Jur., N. S., 602. Lee v. Jones, 17 C. B., N. S., 482 

(b) Hamilton v. Watson,12 CI. & F., 109. North British Insurance 
Co. v. Lloyd, 10 Exoh., 523 

(c) Phillips v. Fo:z:all, L. R., 7 Q. B., 666 

9. If the creditor, without the surety's knowledge and consent, 
gives the principal debtor time by a positive legal contract which 
suspends his right of action. against him-and is not a mere for
bearance to sue: or if he obtains execution against him and then 
withdraws it (1): or agrees that the debtor's estate shall be 
administered for the benefit of the creditors, "in like manner as 
if he had obtain~d a discharge in bankruptcy" (2) : the surety is 
diseharged (a) . . 

But not if it is done with the surety's knowledge and consent (b) 
(a) Nisbet v. Smith, 2 Bro., C. C., 579. R~es v. Bmington, 2 

Ves., jun., 540. SamueZZ v. Howal'th, 3 Mer., 272. Creighton v. 
Baflkin, 7 CI. & F., 34.6. Eyre v. Everett, 2 Russ., 381. Heatll v. 
KeU, 1 Y. & Jer., 434. Howell v. Jones, 1 O. M. & R., 97. COlllb, 
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'f. W90lf, B Bing., 156. 0"", 'f. Young, HoU, N. P.O., 84. B01.ltH. 
'f. Stubbs, 18 Ves., 20. Banl!: of Ireland 'f. BeresfoM, 6 Dow., 233. 
Perfect v. Musgralle, 6 Prioe, 111 

(1) Mayhe1l/ v. Crickett, 2 Swanst., 191 
(2) Crago. v. Jones, L. R., 8 Exoh., 81 
(b) Tyson v. Coz, Turn. & Russ., 895 

10. But an additional and collateral security which does not 
suspend the creditor's right of action does not discharge the surety 

Twopenny 'f. Young, 8 B. & 0., ~08. Bell v. Banks, S M. & 
G., 258 

11. If the principal debtor is discharged by operation of law, 
8S by a certificate of baukruptcy, the surety is not discharge!l 

Brown 'f. Carr, 7 Bing., 508. Langdal. v. Parry, 2 Dow. & 
B,., 837 

12. If the creditor takes a security of a higher order, snch as a 
specialty instead of a simple contract, the latter is "merged II and 
the surety is discharged 

But if the remedy against the surety is expressly reserved in 
the specialty, the surety is not released, even though it is given 
without his knowledge 

For a specialty to operate as a merger it must coincide exactly 
in amount and with the parties, with the simple contract 

E:z: parte Carllair., Buok, B. 0., 560: Ez part. Glendinnillg, 
Buok, B. 0.,517. Ez parte Gifford, 6 Ves., 805. Boale. v. :lJlayor, 
19 O. B., N. B., 76. KtarsZey v. Cols, 16 M. & W., 128. Hooptr v. 
Mar,haU, L. R., IS C. P., 4. Batuan v. Gosling, L. R., 7 O. P., 9. 
Teed. v. Johnson, 11 Exoh., 840 

IS. If the holder of a security agrees with the principal debtor 
to give time to the lIurety, he thereby discharge3 the surety 

Oriental Financial Co. v. Ollerend .. Co., L. B., 7 Ch. Ap., 142 

On Dock Warrants and Bills of Lading 

S. BiIls of Lading and Dock Warrants are titles to certain 
specific goods; they therefore follow the law of goods and are 
Assignable Instrnments, but not Negotiable Instrumcnts 

Hence the real owner does not lose his Property in them 
though they have been lost or stolen, and sold for value to an 
innocent purchascr. He can recover them in the hands of aD 
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innocent holder for value just in the same way as he can recover 
the goods themsel,es 

Gurney v. Behrend, 3 EI. & Bl., 622. Mangle. v. Di:l:O'II, B H. L., 
Ca. 702 

Tlt8 Factors' Acts 

It was established by a long series of cases that a factor could 
not pledge the goods of his principal by indorsing and deli,ering 
the bill of hiding, although he might sell them, and confirmed 
by~ 

¥al,tini v. OoZeI, 1 M. & S., 140. Shipley v. Kymn, 1 M. & S., 
484. Newsom v. Thornto"t 6 East., 17 • 

But this doctrine was altered by Statute 4, Geo., 4 (1824), c. 
83, amended Statute 6 Geo., 4 (1826), c. 94, commonly called the 
Factors' Act 

By this latter Act it was enacted, § 1-
.. Any person or persons intrusted for the purpose of consign

ment or of sale with any goods, wares, or merchandise, and who 
shall have shipped such goods, wares, or merchandise, in his, her, 
or their name or names, and any person or persons in whose name 
.or names any goods, wares, or merchandise shall be shipped by any 
other person or persons, shall be deemed and taken to be the true 
ewner or owners thereof, so far as to entitle the consignee or 
consignees of such goods, wares, and merchandise to a lien thereon, 
in respect of any money or negotiable security or securities ad
vanced or given by such consignee or consignees to or for .the use 
of the person or persons in whose name or names such goods, 
wares, or merchandise shall be shipped, or in respect of any money 
or negotiable security or securities received by him, her, or them 
to the use of such consignee or consignees in the like manner to 
all intents and purposes as if such person or persons was or were 
the true owner or owners of such goods, wares, and merchandise. 

" Provided such consignee or consignees shall not have notice 
by the Bill of Lading for the delivery of such goods, wares, and 
merchandise, or otherwise, at or before the time of any advance of 
such money or negotiable security, of such receipt. of money or 
negotiable security in respect of which such lien is claimed, that 
such person or perso!lS.so shipping in his, her, or their own name 
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or names, or in whose name or names any goods, wares or mer
chandise shall "be shipped by any person or persons, is or are no~ 
the actual and bona fide owner or owners, proprietor or proprietors, 
of such goods, wares, and merchandise so shipped as aforesaid" 

By S. 2.-" Any person or persons intrusted with and in pos
session of any Bill of Lading, India Warrant, Dock Warrant, 
Warehouse keeper's certificate, Wharfinger's certificate, Warrant 
01' Order for delivery of goods, shall be deemed and taken to be 
the trtie owner or owners of the" goods, wares, and merchandise 
described and mentioned in the said several documents herein
before stated respectively, or of them, so far as to give validity to 
any contract or agreement thereafter to be made or entered into 
by such person or persons so intru$ted and in possession as afore· 
said, with any person or persons, body or bodies politic or cor
porate, for the sale or disposition of the said· goods, wares, and 
merchandise, or any part thereof, or for ths deposit and pledge 
thereof, or any part thereof, as a security for any money or 
negotiable instrument or instruments advanced or given by such 
person or persons, body or bodies politic and corporate, upon the 
faith of such several documents or either of them 

"Provided such person or persons, body or bodies politic 01' 

corporate, shall not have notice by such documents or either of 
them or otherwise, that such person or persons so intrusted as 
aforesaid is or are not the actual and bOlla fide owner or owners, 
proprietor or proprietors, of such goods, wares, or merchandise, so 
sold or deposited, or pledged as aforesaid" 

As to the meaning of "a person intrusted with" the documents 
mentioned, see-

Close v. Ho!meB, 2 Moo. & Rob., 22. Philips v. Hutk, 6 M. & W., 
672. Hatfield v. Phillips, 9 M. & W., 647; 14 M. & W., 665. Bond 
v. Stewart, 6 Soott., N. R., 1; 4. M. & G., 295 

In consequence of these decisious, the Statute I) & 6 Vict. 
(1842), c. 39, was passed, which enacted, s. 1-" Any agent who 
shall hereafter be intrusted with the possession of goods, or of the 
documents of title to goods, shall be deemed and taken to be the 
owner of such goods and documents so far as to give validity to 
any contract or agreement by way of pledge, lien, 01' security bOlla 
fide made by any person with such agent so intrusted as aforesaid, 
as well for any oliginnl Joan, advance, or payment, made upon the 
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security of such goods or documents, or also for any further oi 
continuing advance in respect thereof, and such contract or agree
ment shall be binding upon and good against the owner of such 
goods, and all other persons interested therein, notwithstanding 
the :person' claiming such pledge or lien may ha.ve had notice that 
the person with whom such contract or agreement is made is only 
an agent" 

S.2 enacts-CI Where any such contract or agreement for pledge, ' 
lien, or security shall be made in consideration of the delivery or 
trausfer to sllch agent of any other goods or merchandise 01" 

documents of title, or negotiable security, upon whioh the persall 
80 delivering up the same had at the time a valid and availablo 
lien and security for or in respect of a previous advance by virtue 
of some contract or agreement made with such agent, such con
tract and agreement, if bona fidB on the part of the person with 
whom the same may be made, shall be deemed to be a contract 
made in consideration of an advanoe within the tl'Ue intent and 
meaning of the Act, and shall be as valid and effectual, to all 
intents and purposes, and to the same extent, as if the considera
tion for the same had. been a bona fidB present of money 

" Provided that the lien acquired nnder such last-mentioned 
contract or agreement upon the goods or documents deposited in 
exchange shall not exceed the value at the time of the goods and 
merchandise which, or the document of tiUe to which, or the 
negotiable security which shall be delivered up and exchanged" 

S. S.-This Act and every matter and thing herein contained, 
shall be deemed and construed to give validity to such contracts 
and agreements only, and to protect only such loans, advanoes,' 
and exchanges, as shall be made bona .fide, and without notice that 
the agent making such contracts or agreements as aforesaid, hns 

, not authority to make the same, or is acting mala fidB in respect 
thereof against the owner of such goods and merchandise ' 

"Nothing herein contained shall be construed to extend or 
protect any lienor pledge for or in respect of any antecedent debt, 
owing from any agent to any person with or to whom such lien or 
pledge shall be given, nor to authorise any agent intrusted as afore
said in deviating from any expres3 orders or. authority received 
from t)le owner: but that for the purpose and to the intent of 
protecting all such bona fide loans, achances, and exchanges M 

VOl •• U. liU 
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aforesaid (though made with notice of such agent not being the 
owner, but wit,hout any notice of the agent's acting without 
authority), and to no further or other interest or purpose such 
contract or agreement as aforesaid shall be binding on the OWller 
and all other persons interested in such goods" 

S. 4.-" Any Bill of Lading, India Warrant, Dock Warrant, 
W~rehouse keeper's Certificate, Warrant, or Order for delivery of 

, goods, or any other document used in the ordinary course of 
business as proof of the possession or control of goods, or author
ising, or purporting to authorise" either by indorsement or by 
delivery, the possessor of such document to transfer or receive 
goods thereby represented, shall be deemed and' taken to be a 
Document of Title within the meaning of this Act: and any agent 
intrtlsted as aforesaid and possessed of any such document or title 
whether derived immediately from the owner of such goods, or 
obtained by reason of such agent's having been intrusted with 
the possession of the goods, or of any other documents of title 
thereto; shall be deemed and taken to have been intrusted with 
the posse.~sion of the goods represented by such document of title 
as aforesaid, and all contracts pledging or giving a lien upon such 
documents of title as aforesaid, shall be deemed and taken to be 
respectively pledges of and liens upon the goods to which the same 
relates: and such agent shall be deemed to be possessed of such 
goods or documents, whether the same shall be in his actual 
custody, or shall be held by any other person subject to his control 
or for him, or on his behalf 

" Whether any loan or advance shall be bona fide made to any 
agent intrusted with and in possession of any such goods or docu
ments of title as aforesaid, on the faith, of any contract or agree
ment in writing to assign, deposit, transfer, or deliver such goods 
or documents of title as aforesaid, and such goods or documentj; of 
title shall actually be received by the person making such loan or 
advance, without notice that such agent was not authorised to 
make such pledge or security, every such loan or advance shall be 
deemed and taken to be a loan or advance on the security of such 
goods and' documents of title within the meaning of this Act, 
though Buch goods or documents of title shall not actually be 
received by the person making Buch loan or advance till the 
period subsequent thereto 
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" Any contract or agreement whether made direct with such 
agent as aforesaid, or with any clerk or other person on hisbehalr, 
shall be deemed a contract or agreement with such agent: and any 
payment made, whether by money or bilIsof exchange, or other 
negotiable secnrity, shall be deemed and taken to be an advance 
within the meaning of this Act: and an agent in possession as 
aforesaid of such goods or documents, shall be taken for the 
purpcses of this Act to have been intrusted therewith bJ' the 
owner thereof, unless the contrary cau be shewn in evidence" 

By 6 Geo. 4 (1825), c. 94, s. 3, it is enacted-" In case any 
person or persons, body or bodies politic or corporate, shall accept 
and take any such goods, wares, or merchandise, in deposit or 
pledge frOUl any such person or persons so in possession and in. 
trnst as aforesaid, without notice as aforesaid, as a security, for 
ariy debt or demand dne and owing from such person or persons 
so intrusted and in pos3ession as aforesaid, to such person or 
persons, body or bodies politic and co~porate, before the time of 
such deposit or pledge, then and in that case such person or 
persons, body or bodies politic or corporate, so accepting or 
taking such goods, wares, or merchandise in deposit or pledge, 
shall acquire no further or other right, title or interest in or upon, 
or to the said goods, wares, or merchandise, or any such docmnent 
as aforesaid, than was possessed, or could or might have been 
enforced by the said person or persons so possessed and intrusted. 
as aforesaid, at the time of such deposit or pledge as a security as 
last aforesaid: but such person or persons, body or bodies politic 
or corporate,so accepting or taking stich goods, wares, or mer
chandise in deposit or pledge, shall and may acquire, possess and 
enforce, such right; title or interest as was possessed and might 
have been enforced by such person or persons so possessed and 
intrusted as aforesaid" 

As to what constitutes antecedent debt, see--
. det/Jan v. Whitworth, L. R., 2 Eq., 692. Macnee v. Gorst, L. B. 

4 Eq., 315 
S. 4.-" It shall be lawful to and for any person or persone 

body or bodies politic and corporate, to contract with any agcnt 
or agents intrusted with any goods, wares, or merchalldise,. or to 
whom the same may be consigned, for the purchase of any such 
goods, wares,or merchandise, and to receive the salUe and pay for 

HIli 
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the same to sucn agent or agents: and such contract and p.'lyment 
shall be binding upon and good against the owner of such goods, 
wares, and merchandise, notwithstanding such person or persons, 
body or bodies politic or corporate, shall have notice that the 
person or persons making and entering into such contract, or Oil 

whose behalf such contract is made or entered into, is an agent or 
agents 

"Provided such contract and payment be made in the usual 
and ordinary course of business, and that such person or persons, 
body or bodies politic or corporate, shall not, when such contract 
is entered into or payment made, have notice that such agent or 
agents is or are not authorised to sell the said goods, wares, and 
merchandise, or to receive the said purchase money" 

On this section see-
Baine8 v. Swai1l8on, 4 B. & Sm., 270. Fuente. v. Mantill, L. R., 

S a. P., 268: 4 a. P., 93. Cole v. North WeBtemBank, L. R., 9 a. 
P., 470: affirmed in Ex. ah., 10 a. P., 854 

S. li.-" It shall be lawful to and for any person or persons, 
body or· bodies politic or corporate, to accept and take any such 
goods, wares, and merchandise, or any such document as aforesaid, 
in deposit or pledge from any such factor or factors, agent or 
agents, noLwithstanding such person or persons, body or bodies 
politic or corporate, shall have such notice 88 aforesaid that the 
person or persons making such deposit or pledge is or are a factol' 
or factors, agent or agents; but then and in such case such person 
or persons, body or bodies politic or corporate, shall acquire no 
further or other right, title or interest in or upon or to the said 
goods, wares, or merchandise, or any such document as aforesaid, 
for the delivery thereof, than was possessed or could or might haye 
heen enforced by the said factor or factora, agent or agents, at the 
time of such deposit or pledge as a security as last aforesaid: but 
such person or persons, Lody or bodies politic or corporate, shall 
and may acquire, possess and enforce such right, title or interest, 
as was possessed and might have been enforced by such factor or 
factors, agent or agents, at the time of such deposit or pledge, 8J 

aforesaid 
On this section see-

Blandy v • .Allan, DaDB. & Lt., 22. Fide,," v. Hellt/I, 7 B. & a., 
517. 7'hOllllan v. Farmer, 1 Moo. & lola., 48 
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9. I. These Statutes are limited to mercantile transactions 
Wood v. ROIJIcZijfe, 6 Hare, 183. Monk v. Whittenbury, 9 B. .. 

Ad., 484. Lamb v. Attenborough, 1 B ... Sm., 831. Jenkyru v. 
Usborne, 8 Scott., N. R., 505. .Yan Casteel v. Booker, 9 Exch., 691 

SeeaIso-
Gobind Chunder Stin v. Ryan, 9 Moo. Ind. Ap., HO. Sheppard 

v. Union Bank of London, 7 H ... N., 661 

2. Dock Warrants are assignable instruments,and being duly 
indorsed and delivered, the property in the goods they represent 
passes by the delivery of the instrument, so lIS to empower the 
holder to take possession of the goods. And if the Assignor 
becomes bankrupt his assignees have no title to the goods 

Zwinger v. Samuda, 1 Moor, 12. Lucas v. Dorrien, 1 Moor, 29-
Spear v. Travers, 4, Camp., 251 

3. A broker gave a banker a letter of hypothecation of goods, 
promising to lodge the warrants for them next day. Having 
failed to do so after repeated applications, the banker obtained the 
keys of the warehouse and took possession of ~he goods. Bacon, 
V. C., held that the banker had acquired a good title to the goods 
under the Factors' Act, I) & 6 Vict. (1842), c. 89, s. 4-

E~ pam North Wedern Bank, rll SZet, 4,2 L. J., Bank, 6 

4. Bills of Lading made ont to the order of the shipper or 
consignee are instruments assignable by indorsement and delivery, 
so as to transfer the property in the goods to a bOlla.fide indorsee 
for value, in the absence of any notice of frand, insolvency, or 
want of title in the indorser 

If the consignee or vendee becomes insolvent, the nnpaid vendor 
or consignor may stop the goods in transitu before they have been 
delivered to the vendee, consignee, or his agent 

Bnt if the consignee or vendee has assigned the Bili of Lading 
for valuable consideration to an indorsee, who hll.8 no notice of his 
fraud or insolvency, sllch an indorsement and deU\'ery will defeat 
the unpaid vendor's right of stoppage ill transitu 

LidbarrOlJl v. Mason, 2 T. B., 63. Smith's L. C., vol. L, p. 756. 
Cuming v. Brounl, 9 Eo.st., 506. Gurney v. Behrend, 3 EI ... BI" 
622. The Marie Joseph, L. R., 1 P. C.,219. The Argentina, L. R., 
1 Ad. .. Ec., 370. Rodger v. The Comptoir d'E.compte de Paris, L. 
B., 2 P. C., 393. Gi/ben v. Guignon, L. B., 8 Ch., Ap. 16 

. 5. The forbearance or release of an antecedent debt is not a 
good consideration for an engagement to indorse Bills of Lading 
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which had not yet come into the consignee's hands, so as to defeat 
the unpaid vendor's right of stoppage i1t transitu 

Rodger v. The Comptoir a'E8compte ae Paris, L. n., 2 P.O., 893 

6. A Bill of Lading in which the words "or order or assigns" 
are omitted is not an aasignable instrument. [But this is cured 
now by the Supreme Court of Judicature Act] 

But where the consignee of a Bill of Lading without the words 
"or order or assigns" had actually received the goods and had 
assigned them over to a Bank for valuable consideration, who thus 
united in themselves the legal aud eqUitable title to the goods, the 
omission of the words " or order 01' assigns" is not. sufficient to 
give the indorsees constructive notice of some equitable arrange
ment between the consignor and the assignee 

Hender80n v. The Comptoir a' Escompte ae Paris, L. R., 6 P.O., 253 

7. When a. Bank had discounted Bills of Exchange to a 19.rge 
amount on the express agreement that they should be accompanied 
by shipping documents, which the sellers failed to give; and, 
being pressed by the Bank, indorsed another Bill of Lading in 
substitution of the documents first promised, it waa held to be 
indorsed for valuable consideration, and to defeat the consignor'S 
right of stoppage in transitu 

The Charterea Bank oj Inaia, iustl'alia, and China v. Henderson, 
L. R., 6 P. C., 501 

8. A person to whom an indorsed Bill of Lading was Bent by 
mistake by the consignor cannot aasign it so as to defeat bona jids 
assignees of others of the same Bet of Bills of Lading for value 

Gilbert v, Guignon, L. B., 8 Ch. p., 16. Schuster v. MacKellar, 
7E. &B., 704 

9. If the indorsee knew that the consignee was in insolvent 
circumstances, and had not paid for the goods ; and that no bill 
had been given for them, or that one having been accepted, it was 
not likely to be paid, the assignment is void against the nnpaid 
vendor 

Cuming v. Broum, 9 Ea.st., 606 

10. Formerly the indorsement and delivery of a Bill of Lading 
was sufficient to transfer the property in the goods, but it did not 
transfer the contract to the assignee. But the 18 & 19 Vict. 
(1855), c. Ill, enacts-

S. 1.-" Every consignee of goods named in a Bill of Lading, 
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and eyery indorsee of a Bill of Lading to whom the 'Property in 
tho goods therein mentioned shall pass, upon or by reason of such 
cOllsignment or indorsement, shall have transferred to and vested in 
him all rights of suit, and be subject to the same liabilities in 
respect of such goods, as if the contract contained in the Bill of 
~ading had been made with himself" 

Short v. Simpson, L. R., 1 C. P., 24B. The St. Cloud. Br. & Lush, 
Ad. C.4. Dracachi v. The .Anglo-Egypti.an Bank. L. R., S C. 
P., 190. The Freedom, L. R., S P. C., 694. FOIII v. Nott, 6 H. & 
N.,630. 

11. A nude assignee of the Bill of Lading cannot sue in a Court 
of Common Law uuder the Statute 18 & 19 Vict. (1855), c. 111, 
nor in the Admiralty Court, under the Stat. 24 Vict. {1861l,c. 12 

The St. Oloud, Br. & Lush., Ad. Ca., 4. 

S. 2.-"Nothing herein contained shall prejudice or affect nny 
right of stoppage in transitu, or any right to claim freight against 
the original shipper or owner, or any liability of the consignee or 
indorSee by reason or in consequence of his_ being such consignee 
or intlorsec, or of his receipt of the goods by reason, or in conse-: 
quence of, such consignment or indorsement" 

_ S. 3.-" Every Bill of Lading in the hands of a consignee or 
indorsee for valuable conSideration, representing goods to have 
been shipped on board a vessel, shall be conclusi ve evidence of 
such shipment as against the master or other person signing the 
same, notwithStanding that such goods, or some part thereof, may 
not have been so shipped, unless such holder of the Bill of Lading 
shall have had actual notice at the time of receiving the same 
that the goods had not been in fact laden on board 

"Provided that the master or other person so signing may 
exonerate himself in respect of such misrepresentation by shewing 
that it was caused without any default on his part, and wholly by 
the fraud of the shipper, or the holder, or some person under 
whom the owner claims" 

Where goods are at sea the parting with the Bill of Lading 
which is the symbol of the goods, is parting with the ownership 
of the goods themselves: and this principle applies to goods 
which for the convenience of the parties have been landed at a 
sufferance wharf. (11 & 12 Vict. [1848]; c. xviii., and 25 and 
26 Vict. [1862], c. 63, s. 67.) 
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The Bill of Lading is a living instrument so long as the 
engagement of the shipowner h'ls not been completely fulfilled. 
and the transfer of it for value passes the absolute property ill the 
goods. And it has not been fulfilled so long as the goods, though 
landed at a wharf, are subject to a stop order 

The person who first gets the Bill of Lading (though only ono 
of a set of three) gets the property in the goods it represents: he 
need not do any act to assert his title-which the transfer of the 
Bill of Lading itself renders complete: and any subsequent 
dealings with the others are subordinate to the rights pas3ed by 
that one 

MyerBtein v. Barbel', L. n., 2 C. P., 8S; 661. 4 H. L., 817. 

12. If Bills of Exchange are sent to be accepted and a Bill of 
Lading along with them to protect the Bills of Exchange, if the 
consignee refuses acceptance of the Bills of Exchange he cannot 
retain the Bill of Lading 

A Bill of Lading retained in such a manner conveys no pro
perty in the goods to an a~siglJee of the Bill 

Shepherd v. Harrison, L. n., 4 Q. B., 196; 498. 6 H. L., 116. 

FacWr8' Act8 Amendment Act, Stat. 1877, c. 39 

10. Whereas doubts have arisen with respect to the true 
meaning of certain provisions of the Factors' Acts, and it is ex
pedient to remove such doubts and otherwise to amend the said 
Acts, for the better security of persons buying or making advances 
on goods, or documents of title to goods, in the usual and ordinary 
course of mercantile business: 

Be it enacted by the Queen's most Excellent Majesty, by and 
with the advice and consent of the Lords Spiritual and Temporal, 
and Commons, in the present Parliament assembled., and by the 
anthority of the same, as follows: . 

1. In this Act, the expression .. the principal Acts" moalls 
t.1le following Acts: that is to say, 

The Act of the 4th Geo. IV. (1823), c. 83 
The Act of the 6th Geo. IV. (1825), c. 94 
The Act of the 5th and 6th of Her Majesty (1842), c. 3!l 

And the said Acts nnd this Act mRy be cited for all purpos~ 
nil tbe "Factors' Acts, 1823 to 1877 .. 
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I. Where any agent or person has been entrusted wiLh and 
oolltiuues ill the possession of any goods, or documents of title to 
goods, witbin the meaning of the principal Acts as amended by 
this Act.. any revocation of his entrustment or agency shall not 
prejudice or affcct the title or rights of any other person who, 
without notice of such revocation, purchases snch goods or 
documents 

s. Where any goods have been sold, and the vendor or any 
peJ'son on his behalf continues or is in possession of the documents 
of title thereto, any sale, pledge, or other disposition of the goods 
or documents made by such vendor or any person or a"uent entrusted 
by the vendor with the goods or documents. within the meaning of 
the principal Acts as amended by this Act so continuing or being 
in possession, shall be as valid and effectual as if such vendor or 
person were an agent or person entrusted by the vendee with the 
goods or documents within the meaning of the principal Acts as 
amended by this Act, provided the person to whom the sale, pledge 
or other disposition is made has not notice that the goods have 
been previously sold 

4. Where auy goods have been sold or contracted to be sold, 
nnd the vendee or any person on his behalf, obtains the possession 
I)f the docnments of title thereto from the vendor or his agents, 
nny sale, pledge, or disposition of such goods or documents by such 
vendee so in possession or by any other person or agent entrusted 
by the vendee with the documents within the meaning of the 
principal Act. as amended by this Act shall be as valid and effectunl 
as if snch vendee or other person were an agent or person entrusted 
by the vendor with the documents within the meaning of the 
principal Act as amended by this Act, provided the person to 
whom the sale, pledge, or other disposition is made has not notice 
of any lien or other right of the vendor in respect of the goods 

5. Where any docnment of title to goods has been lawfully 
indorsed or otherwise transferred to any person as a vendee or 
owner of the goods, and such person transfers such document by 
indorsement (or by delivery where the docnment is by cnstom, or 
by its express terms transferable by delivery, or makes the goods 
drliverable to the bearer) to a person who takes the same bona 
liilB and for valuable consideration, the last-mentioned transfer 
ahall have the same effect for defeating any vendor'alien or right 
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of stoppage in transitu as the transfer of a bill of lading ha.q for 
defeating the right of stoppage ill transitu 

6. This Act·shall apply only to acts done and rights acquired 
after the passing of this Act • 

On Bills of Lading 

11. The case of Bills of Lading is another unfortunate in
stance of a conflict between the Courts of Law and the mercantile 
community, arising from the dogma which Lord Kenyon imposed 
on the Judges that cMses-ilZ-action are not transferable by the 
Common Law of England, so as to allow the transferee to sue the 
obligor in his own name. And in this case it was an entirely 
erroneous application of that dogma 

Ever since Bills of Lading had come before the Courts the 
Judges had acknowledged that a Bill of Lading, made transferable 
by the shipmaster, was sufficient to transfer and vest the property 
in the goods. in the consignee, or indorsee. But by' an incom
prehensible distindion it was held that though the Bill of Lading 
vested the legal property of the goods iu the indorsee, yet that it 
did not transfer the contract to deliver them: and therefore that 
the indorsee of the Bill of Lading could not Bile the shipmaster in 
his own name, but mllst sue in the name of the consignor 

This dogma having heen incidentally asserted in several cases, 
was formally decided in the case of Thompson v. Dominy (14 
M. & W., 403) 

In this case the indorsee of a transferable Bill of Lading sued 
the owner of the ship in his own name 

Parke, B. (afterwards Lord Wensleydale) admitted that the 
Bill of Lading was transferable from hand to hand; and it passed 
the property in the goods mentioned in it; hut he never heard of 
an action being brought on it, and thought such an action quite 
untenable. By the law of England a cho88-in-action is not trans
ferable: by the cllstom of merchants it is transferable in one 
instance, that of a Bill of Exchange: but there is no authority to 
shew that a Bill of Lading is transferable under such a custom, so 
as to enable a party to bring an action upon it 

It is remarkable that this decision was in flat contradiction to 
a case decided in the same Court only a few months previoW'llv 
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In Franklill v. Neala (13 M.'& W., 481) a person had pawned 
a watch as security for a loan. He then sold the watch to another 
person. The transferee sued the pawnbroker for the watch on 
paying off the loan and charges. - The pawnbroker refused to 
deliver the watch to any person bnt the original owner; because a 
rhos6-in-action was not transferable 

But the Court nnanimously held that the transferee had ac
quired the legal property in ilie watch, and had the right to sue 
for it in his own name, a~ h~ had acquired the same rights as the 
original pawnor 

It would be impossible to imagine two cases in which the 
decisions were in more flagrant contradiction than those of Thomp-
80n v. Dominy and Franlclin v. NBale 

It is perfectly evident that the transferees in both cases were 
exactly in the same position. By ilie acknowledgement of the 
Court, they had in each case acquired the legal property in ilie 
goods: yet in one case the Court held that he had the right to 
sue, and in the other that he had not. In the case in which the 
bailee had not consented to return the watch to anyone but the 

-original pawnor, the Court held that the transferee might sue: in 
the case where the bailee had expressly consented to deliver the 
goods to any assiguee, the Court held iliat the indorsee had no 
right to sue I -

In this case the Court lost sight of the fundamental distinction 
between a Bill of Lading and a Bill of Exchange. A Bill of 
Lading is a title to certain specific goods, and the indorsee of the 
Bill acquires t~e legal property in these specific goods: and who 
but the legal owner of the goods can have the right to sue? The 
shipmaster and the pawnbroker were merely bailees of the goods. 
But a Bill of Exchange is not a title to any specific money: it is 
a mere right of action agaiust a person to pay a sum of money; 
and the Bill can transfer nothing but the right of action. A Bill 
of Lading is not a. chose-in-action: it is a chose in possession. 
Even, therefore, if the dogma. that no chos68-in-action except Bills 
of Exchange were transferable by ilie law of England, it did not 
apply to the case of Bills of Lading 

The dogma. of the Courts being thus in hopeless conflict with 
the interest of the mercantile community, had to be remedied by 
Act of Parliament, as in ilia case of Promissory Notes 
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BUls of Lading Amendment Act, Stat. ]855, c. 111 

12. Whereas by the cusLom of merchants a Bill of Lading of 
goods being transferable by indorsemenL the properLy in the goods 
may thereby pass to the indorsee, but neverLheless all rights in 
respect of the contract contained in the Bill of Lading continue 
in the original shipper or owner, and it is expedient that such 
rights should pas3 with the property: And whereas it frequently 
happens that the goods in rcspect of which Bills of Lading pur
porL to be signed have not been laden on board, and it is proper 
that such Bills of Lading in the hands of a bona fids holder for 
value should not be questioned by the Master or other person 
signing the same on the ground of the goods not having been 
laden as aforesaid: Be it therefore enacted by the Queen's most 
Excellent Majesty, by and with the advice and consent of the 
Lords Spiritual and Temporal, and Commolls, in this present 
Parliament assembled, and by the Authority of the same, as 
follows: 

I. Every Consignee of Goods named in a Bill of Lading, 
and every indorsee of a Bill of Lading to whom the Property in 
the Goods therein mentioned shall pass, upon or by reason of such 
consignment or indorsement, shall have transferred to and vested 
in him all rights of suit, and be subject to the same liabilities in 
respect of such goods as if the contract contained in the Bill of 
Lading had been made with himself 

II. Nothing herein contained shall prejudice or affect any 
Right of Stoppage in transitu, or any Right to claim freight 
against the original shipper or owner, or any LiabiliLy of 'the 
consignee or indorsee, by reason or in consequence of his being 
such consignee or indorsee, or of his receipt of the goods by 
reason or in consequence of such consignment or indorsement 

III. Every Bill of Lading in the hands of a consignee or 
indorsee for valuable consideration representing goods to have 
been shipped on board a '\"essel shall be conclusive evidence of 
Buch shipment liB against the master or other person signing the 
same, notwithstanding that sllch goods or some part thereof may 
not have been 80 shipped, unless such holder of the Bill of Lading 
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shall have had actual notice at the time of receiving the same 
that the goods had not been in lact laden on board: Provided 
that the master or other person so signing may exonerate himself 
in respect of such misrepl'esentatioll by showing that it wali 
caused without any default on his pal't, and wholly by-the fraud 
of the shipper, or of tIle holder, or some person uuder whom the 
Holder claims 
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OHAPTER XX 

ON THE LAW OF CREDIT, BILLS AND NOTES 

Preliminary Remarks 

It has already been stated in a former part of this work, that 
t.he author W88 selected by the Law Digest Commissioners to 
prepare the National Digest of the Law of Credit, Bills and Notes 
for the guidance of the Court;s of Law, in contempllltion of the 
fusion of Law and Equity which was afterwards effected by the 
Supreme Court of Judicature Act . 

. As all the Courts were henceforth to administer both Law and 
Equity, it was necessary to combine both the rules of Law and 
Equity relating to Credit, Bills and Notes 

Most of the nsnal treatises on Bills of Exchange arc merely 
collections of Common Law C88es relating to them, and they take 
very slight notice of the cases in Equity. But the nnmber of 
cases in Equity is very little, if at all, less than those in Common 
Law. Moreover, the rules of Equity relating to Credit conflict in 
several important points with the rules of Common Law: and tho 
Act provides that in all cases where the rules of Equity conflict 
with those of Common Law, the rules of Equity shall pre rail 

The author's Digest was therefore a complete exposition of the 
principles both of Law and Equity relating to Oredit, Bills and 
Notes. But the commissioners discontinued the work, so that it 
was never published officially: bnt the author included several 
important portions of it in the third edition of this work 

Sinctl theu the Bills of Exchange Act of 1882 has been passed, 
which is entitled" An Act to Codify the f,aw relating to Bills of 
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. Excllange." It migh~ p~rhaps be snpposed from the title that it 
was a codification of the u'ho16 Law relating to Bills and Notes. 
But such an idea is an entire delusion. Omitting wholly obsolete 
cases which may have been reversed, and are otherwise useless, it 
lIlay be estimated that there are at least 3,000 cases. in ].aw and 
Equity which ought to be included in any Act which has any 
pretensions to be called a code of ".the Law" on the subject 

The Bill npon which the Act was fouuded contained references 
to exactly 106 cases: and thongh perhaps some of these might be 
considered as representative cases. yet it is a matter of certainty 
tbOlt it does not contain one-tenth part of the whole Law 

Nor does it contain any exposition of scientific principles; and 
only a very few references to cases in Equity: In fact it is nothing 
anore than a series of dogmatic rules on a very small part of the 
subject, and is perfectly inadequate as a practical code 

It would be utterly impossible to give a clmplete code of the 
I.aw of Bills and Notes in this work, as it would require a treatise 
considerably larger than tbe work itself 

The line we have endeavoured to draw is this: There nre 
certain legal doctrines and cases which are absolutely indispensable 
for a banker to be familiar with in his daily business, anyone 01 
which may occnr in practice at any instant. T~ere are other 
doctrines and cases which are only necessary to be known. when 
the banker is nnhappily drawn into legal proceedings; in these 
cases he will be in tbe hands of, and be guided by. his solicitor 
and counsel 

We have endeavoured to give a selection of those doctrines 
and cases only which are comprised under the former of these 
divisions 
. In endeavouring however to draw this line, we are sure that 

e,ery one conversant with the subject must be aware of the 
difficulty of selecting out of the great mass of cases and decisions, 
those only which are fundamental. and passing over those which 
are only.of secondary importance 

In the present chapter the results of our own work on the 
Digest and the Bills of Exchange Act, 1882, are incorporated. 
Those clauses which are taken from the Act are distinguished 
by an asterisk 
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Definitions and General Principles 

0" ths Origin and Nature ·of Credit or Debt 

1. 1. When one person "borrows" money, or buys goods 
from another" on credit" an Obligation, or Contract, is crc!1.ted 
hetween these two persons, consisting of two parts-

(a) A Right to Demand payment is created in the 
person of the lender or seller 

(b) A Duty to pay is created in the person of the 
borrower or buyer 

2. The lender or seller's Right to Demand payment is termed a 
Credit: and the borrower's or buyer's Duty to pay is termed a 
Debt 

3.· But in law and common usage the Right to demand pay
ment is also called a Debt 

4. The word Debt is, therefore, used indiscriminately to mean 
the Right to demand as well as the Duty to pay: and it must 
always be observed from the context of the passage in which sense 
it is used 

5. Hence Credit or Debt in Legal, Commercial, and Eco
nomicallanguage, means a Right of Action against a person for a 
sum of money 

6. Such a Right, Credit, or Debt is a Ohose-in-action, and is 
included under the term Goods and Chattels 

Sheppard. A grand Abridgment oj the Common ana Statute Law 
of England. 1675. p. 329. Ford &: Slieldon', Case, 12 Co. Rep., 2. 
ByaZ v. Bowles, 1 Ves., sen., 348. Stephen's Blackstone,Vol. I., ch. 5 

7. A creation or declaration of trust of. a Debt, or Ohose-in
action, may be made by mere words, without writing, and when 
once made is irrevocable, except by consent of all parties 

Nab v. Nab, 10 Mod.,404. Fordyce v. Williams, 1\ Bro., C. C., 
577. Ardern v. BalOney, 6 Esp .• 255. BaylC1J v. BOlilcott, 4 Russ., 
845. Benbow v. Townsend, 1 My. & R., 606. Crabb v. Crabb, 1 
My. & R., G11. Ki/pin v. Kilpin, 1 My. & R., 520. Boyd v. 
Emerson, 2 A. & E., 184. Tibbits v. George, 5 A. & E., 107. JJIa;:
fadden v. Jenkyns, 1 Hare, 458. Hawkins v. Gardiner, 2 Sm. & 
Gif., 441. Peckllam v. Taylor, 81 Beav., 250 

8. The person who owes the money is termed the Debtor: 
the person to whom it is owed is tel'mom the Cl'editor and 
sometimes the Debtee ' 
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On the Transfer oJ a Credit, M'Debt 

2. 1. A Oredit, Debt, or Chose-i'll-action may be transferr~d . 
orally by the Oreditor to another person with the consent of the 
Debtor: a trust is then created in the person of the Debtor, and 
the transferee may sue him in his own name 

Bracton, Lib. iii., o. 2., s. 13. Tatlock v. Harris, S T. B., 174. 
Fairlie v. Denton, 8 B. & C., 395 

2. If a debtor creates an Obligation assignable or transferable 
to bearer, such an Obligation may be sold or transferred; whether 
it is in the form of a simple Oontract or a Deed:. and the assignee, 
or bearer, may sue the Debtor in bis own name 

Three Enests' Case, Y. B., 41 Edw. m. (1368), 27. Baker v~ 
Brook, Dyer, 65, 1. Maund v. Gregory, 7 Co. Bep., 28b. Ge1'ard 
v. Bowden, RetI., 80. Shelden v. Hentley, 2 Show., 1601. Hinton', 
Case, 2 Show., 235. Bro1llwich v. Lloyd, 2 Lutw., 1583. William. 
v. Williams, Carth., 269. Pearson v. Garrett, Comb., 227. Lambert 
v. Oakes, 1 Ld. Baym., 443. Carter v. Palmer, 12 Mod.; 380. 
Miller v. Ract, 1 Burr., 452. G1'ant v. Vaughan, S Burr., 1510. 
Keene v. Beard, 8 C. B., N. S., 372. Fenner v. Meal'es, 2 W; Bl., 
1269. Goodwin v. Robarts, L. B., 10 Ex., 857 

"Any absolute assignment by writing under the hand of the 
assignor (not purporting to be by way of charge only) of any Debt, 
or other legal Chose-ill-action, 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 01' 

claim such Debt, or Ohose-in-action, shall be, and be deemed to be 
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 
Chose-i'll-action, from the. date of such notice, and all legal and 
other remedies for the same, and the power to give a good 
discharge for the. same, without the concurrence of the assignor 

"Provided always that if the Debtor, Trustee, or other person 
liable in respect of such Debt, or Chose-in-action, 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 Chose-in-action, he shall be entitled if he 
think fit, to call upon the several persons making claim thereto; 
to interplead concerning the same; or he may if he think fit pay 

VOL. II. I I 



482 THEORY AND' PRACTICE OF BANKING 

the same into the, High Court of Justice, under and in conformity 
with the provision's of the Acts for the relief of trustees" 

36 &; 37 Viet. (1873), ch. 66, s. 25, § 6 
'Generally in all matters in which there is any conflict or 

\rariance between, the Rules of Equity and the Rules of the 
Cominon Law 'With 'reference' to the same matler, the rules of 
Equi~y ~haIl prevail , 

.- ," 36 & 87 Viet; (1873),'ch. 66, s. 25, § 11 

Definition oj Instruments oj Credit or Debt 

S. 1. Any wJ;itten record of a fact is termed an Instru
mEmt. Any written evidence of a Debt is termed an Instru
ment of Credit or of Debt 

2. A, 'written contract by which one person is bound to pay 
(1) a cer.tainsum of money; (2) to a certain person; (3) at a 
certain time lis termed an Obligation, or Security for 
Money,' or a Valuable Security 

24 &'25 Viet. (1861), c. 96, s. 1 

S. A written Order from oile person to another who owes, or 
appears to owe, him money as a Debtor, directing .him to pay 
ab~olqt~ly and at all events (1) a certain sum of money j (2) to a 
certain person; (3) at a certain time; is, in modern language 
termed a, Bill of Exchange, or, shortly, a Bill 

4. Awritten Promise made by one person to pay absolutely 
and at all events (1) a certain sum of money; (2) to a certain 
person; (3) at a certain time; is in modern language termed a, 
Promissory Note, or, shortly, a Note 
, 5. A written Order addressed by one person to another, who 
holds a fund not as his own property, bu~ merely as the Agent, 
Bailee, Trustee, or Servant of the writer, to pay a sum of 
money, is termed a Draft, o~ Order for the payment of money 

BOlD v. Da108tm, 1 Ves., sen., 331 

6. A mere acknowledgment of a debt, not containing .any' 
promise to pay, is usually termed an IOU . 

7. A Bill, Note, or IOU is always a chose-in-action, that is, it 
operates as a charge, or Oredit, against the person of the Debtor 

S. A Draft, or Order, is always a chose-in-po8session, and i~ 
operates as a charge, or Credit, against the fund 

BOlD v. Daw8on, 1 Ves., sen. J 331 
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Dejinition.oJ Parties' to an IJistrument' pI Oredit 

4. 1. In a Bill the person who addresses the order is termed. 
~heDrawer: the person to whom he addresses.it js.termed the 
Drawee· 

2~ If.the Drawee consents to pay.the order. he mnst subscribe 
his name to it, usually with the word "accepted" before it; he is 
then termed the Acceptor '" 
. ? In .a.~ote the person who makes .tlJ.ecl!ro~i~e is termed the. 
Maker -

4. The person to whom a Bill, Note, or Draft is made payable 
is termed the Payee . 

5. The Acceptor ofa Bill and the Maker of a Noteis termed. 
the Princi-pal DebtQr or Obligor _ 

6. Before the 36 & 37 Vict. (1873), c. 66, came into effect,-. 
nnless the Obligor of a Bill or Note expressly made it payable to 
the payee, or order, the instrument could 'not betraruiferred so as· 
to enable the transferee to sue the obligor at Jaw in his own name:' 
and such an instrument was termed non-Negotiable' . 

Since that Act caine into effect on Nov. 1, 1875, this IS' no 
longer the case, and any instrument of Credit or Debt may DOW 
be transferred so that the transferee may sue the Obligor iii. his. 
own Dame . ' 

7. H,-however, the' inBtrument is made payable to the payee 
"or order," it cannot be transferred without the payee's order; 
this the payee does by writing his name on it, usually on the back 
of it; hence, this signature is termed the Indorsement. The 
payee is then termed the Indorser, and the person to whom he 
delivers it is termed the Indorsee . 
. 8. The person who .has the lawful possession 'of the inStrument, 

either actual or constructive, and is entitled to sue the parties to. 
it, is termed .the Holder 

Dejin£tion of Terms relating to the Instrument 

l? 1. To ." Draw," "Make," "Accept" (a) or 
';' Indorse" (b) a Bill, Note, or Draft, means besides writ
ing . the instrument, or the name on it, as the case may be, to 
deliYel; i~ to, sOD;le .p~l'sQn, ~r his a~ellt, as his property 

II2 
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'(a) Co:r: v. Troy, 6 B. & Ald., 474 
(b) Re:r: v. Lambton, 6 Prioe, 428. Brin" v. Hampshi"e, 1 M. & 

W., 865. .Adams v • .Joncs, 12 A. & E., 455. Marston v • .dllell, 8 111. 
& W.,494. Green v. Steer, 1 Q. B., 707. Bell v. Lord l"!Jestl'e, 
12 Q. B., 817. Lloyd v. Howard, 15 Q. B., ·995. Barber v. 
Richards, 6 Exch., 63 

2. To .. Issue" a Bill, Note, or Draft, is to deliver it to 
some one who thereby Rcquires a right of action on it 

3. To "Prel?ent" a Bill for" Acceptance" or "Sight " 
(a) is to bring it to the Drawee, and to request him to undertake 
to pay it 

(a) Campbell v. ~'7'ench, 6 T. B., 200 
4. To "Present" a Bill or Note for II Payment" is to 

bring it to the Principal Debtor and demand payment pf it 
5. To II Oollect .. a Bill or Note, or Draft, is to present it 

for payment as agent for the holder 
6. To "Retire" a Bill or Note is for one' of the parties to 

it to buy it up and so withdraw it from circulation 
Elsam v. Denny, 16 C. B., 87 

7. To" Discount" a Bill or Note is to buy from the holder 
of it the right to receive the money due upon it . 

8. To "Domicile" a Bill or Note is to state in it the place 
where it is payable 

Lownde. v • .Anderson, 18 East., 130. Bobart. v. Tucker, 16 
Q. B., 679 

9. To "Utter" a Bill or Note is for a person either himself, 
or by his agent, to use it in any way whatever to obtain Mouey or 
Credit by means of it 

Be:r: v. Shukard, B. & B., 200. Beg. v. BarlJord, 1 Den., O. 0., 
59. Reg v. Ion, II Den., O. 0., 476 

10. "Days of Grace" are days which mercantile usage and 
law allow the obligor on certain Notes and Bills to pay them in, 
beyoud the day limited in the instrument itself 

11. If a person merely writes a Bill or Note, or signs his name 
on one, and then retaillB it in his own possession, he does not 
draw, malee, accept, or indorslJ, the instrument as the case may be. 

12. But if he then delivers the instrument to another person' 
without nny consideration, and for his accommodation only, so 
that the transferee acquires a property in it, the writer draws, 
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mltkes, accepts or indorses the instrument as the case may be, but 
he does not issue it 

13. A Bill, Note, or Draft is not issued until it is delivered to 
some person, who is entitled to sue all the parties to it 

Downes v. Richardson, I) B. & Ald., 674. Bigllold, e:z: parte, 2 
Mont. & Ayr., 633. Tarleton v. Shingler, 7 O. B" 812. Swan v. 
Bank of Scotland, 2 Mont. & Ayr., 656 

14. If one person makes himself a party to a Bill or Note, 
either by drawing, making, accepting, or indorsing it, for the use 
benefit, or advantage of another person, without receiving any 
consideration for so doing or being indebted to such persoll, such 
an instrument is termed an Accommodation Bill, or Note, 
and the person who so makes himself a party to it is termed the 
accommodation drawer, maleer, acceptor, or indorser, as the case 
maybe 

The person for whose use, benefit, or advantage he ·has so 
made himself a party to such an instrument, has no right of action 
against him upon it 

6. No consideration, nor even the words "value received" 
need be expressed in a Bill, Note, or Draft 

White v. Ledwick, 4 Doug., 247. Macleod v. Sneo, 2 Ld., Raym., 
1481. Josceline v. Lasserre, Fort., 281 . 

7.· Bills, Notes, and Drafts usually have the sum for which 
they are payable written at full length in the body of the instru
ment, and also in figures in the margin. If the two sums differ, 
the instrument is good for the sum stated in the body of it: the 
sum stated in the margin ill. figures is a mere memorandum 

8. Bills and Notes must be drawn payable absolutely and at 
. all events in money only, at some certain event, such as demand, 
sight, or some date, o.r some event which must certainly ·happen; 
or at a certain time after demand, sight, or date, or such certain 
event 

9. An instrument bearing no date or time of payment, is 
held to be dated at the time it is made, and is payable on demand 
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De la Oourtier v. Bellamy, II Show., 422. ·Hague v. French, S B. 
& P., 173. Giles v. Bourne,6 M. & S.,73. Whitlock v. Under· 
.wo.od,.2 B, & C., 157 

10. The signature of any party to a Bill·or Note may be by 
a mark or stamp " 

George y. $urrl!1J, 1 M. & M., 516 

0" the Stamp 
11. 1. All Bills and Notes must be stamped with an impr88setl 

stamp ·previous to their execution 
33 & 34 Viet. (1870), c. 97, 8. 53, § II 

2. "The fixed duty of one penny on a bill of exchange for the 
payment of money on demand may be denoted by an adMsive 
stamp, which is to be cancelled by:the per;loii to" whom the bill is 
signed, before he delivers it out of his hands, custody, or power" 

" 33 & 34 Viet. (1870), c. 97, 8. 50 " -

S. "Where a BIn of Exchange or Promissory Note has been 
written on material bearing an impre3sed stamp of sufficient 
amount, but of improper denomination, it may be stamped with 

"the proper stamp on payment of the duty; and a penalty of forty 
shillings, if the bill or note be· not then payable according to its 
tenor, and of ten pounds if the same be 80 payable 

.. 33 & 34 Viet. (1870), 0. 97, 8. 53, §.J. . 

4. "Every person who issues, indOl~es, transfers, negotiates, 
·presents for payment or pays any bill of exchange or promissory 
note liable to duty and not being duly stamped, shall forfeit the 
sum of ten pounds: and the person who takes or receives from 
any. other person any such Bill or Note not being duly stamped, 
eitIier in· payment or as a security, or by purchase or otherwise, 
sllaU not be entitled to recover thereon, or to make the same avail
able fOJ: any purpose whatever~' " 

12. 1. An instrument not "lawfully" stamped is absolutely 
. void, and no action can be brought on it by any person cogriisant 
of its illegality. 

2. An instrument not "duly" stamped subjects the issuer of it 
to penalties, but it may be received in evidl'llce, and an action may 
be brought on it " . ". -

65 Geo. S (1815). o. 184, B. 10 
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13. Ali instrument not" lawfully" stamped is a bIll or note 
written upon unstamped or insufficiently stamped paper (a) ; or 
upon paper stamped with a snpersededdie (b) ; or a post dated 
cheque payable to bearer on demand (c). Such· inStruments are 
absolutely void, and cannot be received as evidence in any nction 
brought upon them by any person who takes them with knowledge 
of the facts . 

(a) 31 Geo. 3 (i791), o. 28; B. 19. OTeen v. Dams, 4 B. &. C., 235. 
(b) 3 & 4 Will. 4 (1833), o. 97, B. 16. DalDson v. MacdonaltJ .. 

2M.&W.,26 
(c) Allin v. Keevf.8, 1 East., 435. .Ardma v. ROIDfIey, 5 Esp., 255. 

Serk v. NOI·ton, 9 M. & W., 309. BOf'f'odaik v. Middkton;2 Camp., 
53. SlDan v. Blair, 3 01. & Fin.,610. Oliver v. Mortimer,2 F. 
& F., 127 

14. An instrument not "duly" stamped is one upon which 
there is a stamp of an improper denomination or rate of duty, but; 
of equal or greater value in the whole with or than the stamp or 
stamps which ought regularly to have been used thereon (a) 

Thus Bills and Notes drawn upon wrong stamps of equal l'lllue 
with the proper one (b): or a post dated cheque payable t6 ordeJ;' 
on demand stamped witb a Id. stamp (c) are instruments not duly 
stamped, but they are nevertheless valid and receivable .in evidence 

(a) 31 Geo. 3 (1815), o. 184. B. 10 
(b) 55 Geo. 3 (1815) c. 184, B. 12. Upstone v. Marchant, 2 B. & 

0., 10. Williams v. Jarrett, 5 B. & Ad., 32 
(c) Key v. Mathias,3 F. & F., 279. Whistler v. For,;"r, 14 O. B., 

N. 8., 24S. 

15~ If a.D. instrument appears to be properly dated and 
stamped on tb!! face of it, though really invalid from having a 
'wrong place and date on it, and therefore void as between the 
parties cognisant of the illegality, yet if it be taken by a holdel 
for value, who is ignorant of the facts, he. may recover on it 

Wright v. Riley, Peake,230. Mal'tin v. Morga'll,.3 B.'ck Mei;, 
635. Williama v. Jarrett,S B. & Ad., 32. Whistler v. Forster, 
14 C. B., N. S., 248. Austin v. Bunyard: 6. B. & 8.,.687., Begbie 
v. Levi, 1 C. & J., 180 

16. 1. An instrument which is void under the stamp laws is 
no palme?t eve~ though the receiver take it without objectio~ ,(a) 
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2. The ·receiver of such an instrument cannot be charged wi~h 
laches for not presenting it in due time for payment (b); nor for 
not giving notiee of dishonour (c); nor even can it be used to 
prove a debt in bankrnptcy (d) 

a.Neither will equi~y relieve on the instrument (e); but if a 
person bolindto give a stamped instrument gives one void under 
the stamp laws, equity will make him a good one (f) 

4. Taking an ins~rument void under the stamp laws does not 
avoid the consideration (g) 

(a) RUff. v, WeQb, 1 Esp., 128. Wilso1l v. VIIsar, 4 Taunt., 288. 
Bond v. Warden,1 ColI., C. C., 583 

(b) Wilson v. Vysar, 4 Taunt., 288 
(c) Cundy v. Marriott, 1 B. & Ad., 696 
(d) Manner, ez parte, 1 Rose, 68 
(e) Price v. Toolmin, 5 Ves., 235 
(I) .4.ylett v. Bennett, 1 Anst., 45 
(0) Ruffv. Webb, 1 Esp.,129. Wilson v. Kennedy, 1 Esp., 245. 

BrolDn v. Watts, 1 Taunt, 353. Tyte v • .Tones, 1 East., 68n. .4.toe. 
v. Hodgson, 7 T. R., 241 

17. All instruments not allowed to be re-issued are upon pay
ment to be cancelled and annulled by the ·person paying them; and 
if anyone re-issue or negotiate them, or if the person paying them 
neglect to cancel them, he is to forfeit £50. The person issuing 
them is also liable for the duty, and any person taking them in 
payment is to forfeit £20 

66 Geo. 3 (1815), c. 184, B. 19 

18. 1. Bills and Notes made payable after date may be issued 
any number of times even by the principal debtor until the time 
when they become payable 

2. But if they be paid at maturity by or on behalf of the prin
cipal debtor, they are finally extinguished, and cannot be re-issued 

3. If, however, they be not paid by or on behalf of the principal 
debtor, they may be re-issued under certain conditions 

19. 1. A Bill or Note may be negotiated for the space of six 
years after it has become payable 

2. The Statute of Limitations prevents any action being taken 
after that period, either on the instrument or on the consideration 
(a) ; without a fresh promise in writing signed by the party to be 
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,·hp.rged {~S agent (e); ~r by part ~a:yment of principal or 
interest 

3. Such written promise or payment will revive the remedy for 
six years from iIB date 

(a) 21 dllo. 1 (1623), o. 16, s. 8 
(b) 9 Geo., 5 (1828), ·0. 14, s. 1 
(c) 19 & 20 Viot. (1856), c. 97, s. 18 

.. 20. 1. Days of Grace are not allowed on any instruments 
payable on or after demand: or at sight or·presentation (a) 

2. InstrumenlB payable on demand ar~ due and payable im· 
mediately: no demand is necessary before action brought: Bnd 
the Statute of Limitations begins to run from their date (b) 

(al 34 & 85 Viet. (1871), o. 74, s. \I 
_ (b) Capp v. Lancaster,. Cro. Eliz., 548. Collim v. Bellning, 12 

Moo., 444. Rumball v. Ball 10 Moo., 88. Meggimon v. Harper, \I 
O. & M., 822. Norton v. EUam, \I M. & W:, 461 

. 21. 1 .• Three days of grace are allowed on instruments pay
able after sight (a); at or -after a fixed date, or a certain event 

2. Snch instruments are payable on, and not before (b), the 
last day of grace: no action can be brought, nor does the Statute 
of Limitations begin to run until the last day of grace has 
expired (6) 

3. If the instrument is payable by instalments, days of grace 
are allowed on each instalment (d) 

4. If the last day of grace be Sunday, Christmas Day, Good 
friday, or a public fast or thanksgiving, the instrument is payable 
the day before (e) . 

5. By st~tute 34 Vict. (1871), c. 17, the following days are 
declared to be Bank Holidays:...-

In England and Ireland-Easter Monday;· the Monday in 
Whitsun week; the first Monday in August; the Twenty-sixth 
day of December, if a week day 
. In Scotland-New Year's Day; Christmas Day; (if either of 
these days falls on a Sunday, the next Monday shall be a Bank 
Holiday:) Good Friday; the first Monday of May; the first 
Monday of August· . 

All Bills and Notes due and payable on these days shall be 
payable on the following day: and in case of non-payment J1JJI.l 
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be noted and protested on the day next following 'on which they 
may be lawfully protested 

If the day on which 'anynotice of dishonour of 'an unpaid bill 
or note should be given, or any bill presented or received for 
acceptance, or accepted or forwarded to any referee or referees, is 
a bank holiday, such notice of dishonour shall be given, and such 
bill or note shall be presented or forwarded on the day next after 
such bank holiday 

(a)- Coleman v. Sayer, Stm., 829. BellasiB v. Hester 1 La. 
Baym., 280 

(b) Wiffen v. RobertB, 1 Esp., 261 
(e) WitterBheim v. Lady Carlisle, 1 H. Bla., 631 
(d) Orridge ". Sherborne, 11 M. &i. W., 874 
(e) 7 & 8 Geo. 4 (1827), o. 15, s.8 

22. If any Bill, Note, Obligation, or Valuable Security made 
or become payable to bearer, be taken' in exchange for any goods, 
merchandise, money, or other Bill, Note, Obligation, or Valuable 
Security; without tlie indorsement of the transferor, it is an un
conditional sale of tue security, and the transferee has no right of 
action against the transferor if it be not paid, either on the 
ins.trument or on the c,?nsideration . 

Bank 0/ England v. Newman, 1 Ld. Baym., 442. Ward v. ElIam, 
2 Ld. Raym., 298. Fen'll v. Har,.isO'll, 8 T. B., 787. E3: part8 
Shutileworth, 2 Ves:, jun., 868. rydelZ v. Clarke, 1 Esp., 447. 
Emlye v. Urje, 15 East., 7. Camidge v • .A.llenby, 6 B. & 0.,878. 
Guardiam 9/ Lichjield Union v. Gretn, 1 H. & N., 884. 

23. 1. The transferor of a Bill or Note by mere delivery 
warrants the genuinene8s of the instrument, i.e., that it is not 
forged or fictitious; he does not warrant the 80lvency of the 
p~rties to it 

2. But if he kuew that the parties to it had failed, or if it be 
forged or fictitious, he is liable to refund payment to the transferee 

JO'IIeS v. Ryde, 5. Taunt., 488. Bruce v. Bruce, 1 Marsh, 165. 
Gurney v. Womersley, 4 El. & B., 133. Gompertz v. Bartlett, 2 E. 
& B., 849. Fuller v. Smith, 1 C. & P., 197 

24. A Bill, Note, Chose-£n-acfion, Obligation,or Valuable 
Security is included under the words .. goods and chattels" or 
.~ effects," in an Act of Parliament (a) ; or nndel' an extent (11) ~ 
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or a writ of .peri facias (c) ; 'in a will, unless there be words to 
negative Buch an inference (d) ; and in the clause of "reputed 
ownership" in bankruptcy (e) , 

(a) Sladc'V. Morley. 4 Co. R~p., 92h. Ford's Oase, 12 Co. Rep, 1. 
Clayton'~ Oase, Lytt., 86. Ryal v. Rowles, 1 'ves., sen., 348 

(b) Byle8 on Bills, 3 
(c) 1 & 2.Viet. (la38), o. 110, B. 12 
(d) Anon., l'l'. Wms., 267. Oampbell v. Prescott, 15 ''ves., 500. 

, Kendall v. Ke'1\dall, 4 R1l!ls •• C. C., 360. Parket v. Marchant, 1 Y. 
, . &, ColI., C. C., 290' , 

(e) Ryal v. Rowles 1 'ves., sen., 348. Ez parte Oolvill, Mont., 
C. B., 110. Bozo'll. v. Bolland, M. & BI., 74. Hornblower fl. Proud, 
2 B. & Ald.; 327.E3I parte Burton, 1 GI. & J., 207; Belcherv. 
Campbell, 8 Q. B., 1. E3I parte Ricliardson, Buok, 483. Bartlett 
v.Bartlett,l De G. & J" 127. ·Edloards v. Cooper,11 Q. B., 33. 
Bullock y. DoddS, 2 B. & Ald., 258. Ou.m'fTIing v. Baile'lJ, 6 Bing., 

. 366. Harman v. Fisher, 1 Cowp., 117 

25. The property in an instrument remains in t.he owner 
until he has entirely parted with it: if he cuts it in two and sends 
one part by post, he does not lose' the property in it till he has 
sent the other part, and he may reclaim the first part sent 

Smith v. Munday, 3 E. & B., 22 

26. 1. Instruments payable by a banker must, in 'general, 
be presented for payment dLuing banking hours, otherwise such 
presentment is void (a) , 

2. But if the banker has a clerk stationed to give answers 
after hours, and the same answer is given as would haTe been 
given during hours, such presentment is sufficient (b) 

3. Instruments payable by other persons may be presented for 
paymep,t a~ any reasonable hour (c): between 8 and 9 p.m. is the 
latest'~our yet decided to be reasonable (d) 

(a) Parker v. Gordon" Esp., 41; 7 East.,388. ' Elford, v. Teed, 
1 M. & S., 28. Whitaker v. Bank oj England, 1 C. M. & R., 744 

(b) Garnet v. Woodcock,6 M: & S., 44. Henry v. Lee, 2 Chit., 
124: 'Orook v. Jadis, 6 C. &" P., 191 

(c) Barclay v. Ba,iley, 2 Camp., 527 •. Morgan v. Davidson, 1 
Stark., 114. Wilkins v. Jadis, 1 Mo. & R., 47; 2~. & Ad., 188 

(d) Triggs v. Newnham, 1 C. & P., 631; 10 Moo;, 249 

27. A Bill,Not~, or 'Valuable Seculity may be the subject of 
donatio mortis causa' - '.. , . 
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Bank Notes. Drury v. Smith, P. Wms., 404. Ashto/~ v. Dawson, 
2 Coli., C. C., 863n. Clavering v. Yorke, 2 Coil. C. C., 363n. 
Millerv. Miller, 3 P. Wms., 356. Hilt v. Ohapman, 1 Bro., C. C., 
612 

Bills of Exchange. Rankin v. Wegllclin, 27 Beav., 309 
Promissory Notes payable to donor's order unindorsed. Veal v. 

Teal, 27 Deav., 19 
Cheques.* Lawson v. Laloson, 1 P. Wms., 440. SneUgrave v. 

Bayly, Ridg., ca. t. Hard., 202. Ward v. Turner, 2 Ves., sen., 431. 
Tate v. Hilhert, 2 Ves., jun., 111. Bouts v. Ellis, 17 Beav., 121 

Bank Deposit Receipt. Witt v. Amis8, 1 B. & S., 109. .A.mu. v. 
Witt, 33 Beav., 19 

28. 1. If any Bill, Note, or Security for money be lost or 
destroyed, the right owner may sue any party to it, upon giving 
him an indemnity to tIle satisfaction of a court, judge, or master, 
against the claims of any other person upon it (a) 

2. And such a security may be proved in bankruptcy (b) 
3. If half of an instrument be lost or destroyed, the owner of 

the other half may enforce payment of it with or without an 
indemnity (e) 

(a) 17 & 18 Vict. (1854), c. 125, s. 87 
(b) Ex parte Greenway, 6 Ves., 812 
(e) MOS80P v. Eadon, 16 Ves., 430. Redmayne v. Burton, 2 L. 

T., N. S., 324 

29. 1. If any Valuable Security be lost in its transmission 
through the post, or by any conveyance which the person who 
should receive it directs. the loss falls upon him (a) 

2. No action lies aguinst the Postmaster-General for the loss 
of any instrument during its transmission through the post (b) 

• In several text books of authority it is laid down absolutely that a cheque cannot 
be the subJect of a gift mOl'tis causa (Roper 01~ Legacies vol. i., p. 11; 

Williams on Executors, vol. i., p. 723; Byles on Bi1l8, 9th Edit., p. 170; 
,White and Tudor's lead. ca. in Eq., vol i., p. 743), and in the case of 
Hewitt v. Kaye (L. R., 6 Eq., 189), Lord Romilly. M. Ro, laid it down a8 an 
absolute doctrine that a cheque is iucapable of being made a gift mo1'tis 
CaU8a. But having been obliged to investigate the question in my Digest of 
the Law of Bills of Exchange, as prepared for the Digest of Law Commis
sioners, I was satislied that the doctrine stated by the writers, and the 
decision of Lord Romilly, above mentioned, is erroneous; and I accordingly 
excluded the case of Hewitt v. Kaye from my Digest. Illy reasons for sO 

doing are given at full length in that Digest; but are, of course, far too long 
to be inserted here. I merely state this that I may not be supposed to lu\Vo 
o\'erlooked the case of Hewitt v. Kaye 
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S. But any person in the employment of the post office ialiable 
for any act. of negligence or misconduct. of his own (c) 

(a) WanDic1c v. Noaku, Peake, 98. Hall/kim v. Butt, Peake, 941 
(b) LaM v. Cotton, 1 Ld. Raym.. 646. m,itjieW v. LartJ 

Dupencer. Cowp., 754 
(e) La", v. Cotton, 1 Ld. Raym, 646. WllitjieltJ v. Lord 

Dupmcer, Cowp., 74.5. Bowning v. Goodchild. 1I W. Bla.. 906. 
Hortlnw .... Dalton, 1 C. & 1' •• 181 

OjanIOU 

80. A mere acknowl~gment of a debt not containing any 
promise to pay is usually termed an IOU, and is oft.en in the 
following form-

London, May 4, 1876 
IOU £100 

To Mr. A. B. O. D. 

81. Such an acknowledgment, or an acknowledgment. or 
receipt for money lent or deposited to be accounted for, does 
not. require a stamp 

Fuher v. LulU, 1 Esp., 425. lmul v. lmul, 1 Camp •• «9. 
Childerl v. BoulnoU, D. &: R. N. 1'. Ca., 8. Tomkiru v. A,hb,l, 6 B~ 
&: C., 541. B~eching v. Wutbroo1c, 8 M. &: W •• U9. Melanotte v. 
Teasdale, IS M. & W •• 916. GoultJ v. Coomb,. 1 C. B •• 548 

82. Nor does such a document require a stamp if it -contains 
a promise to pay only interest on the sum due, and not the 
principal (a) 

But if it. promises to pay the principal it must be stamped as 
a Note (b) 

(a) M~lanotu v. Teasdak, IS M. &: W., 916. Smith v. Smith, 1 
F. &: F., 539 

(b) Broob .... Elki"" 9 M. &: W •• 74. Waitham .... EZ,~e, 1 C. 
&~M . 

33. An IOU not having the name of any creditor on it is 
prima jacis evidence in favour of t.he pnrty who produces it. 

Fu1t~ v. Lulie. 1 Esp., 427. Curtu v. Bic1cardl,1 M. &: Gr., 46. 
D01lglal v. Holllle. 19 A. &: E., 641. Fe,mmayor v. Adcock, 16 M. 
II W •• «9 
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34; . An acknowledgment of debt may be given as a donatio' 
mortis causa 

MOOTe v. Darton, 4 De G. & Sm., 517 

35. A bill in equity lies to discover whether an IOU was 
given for a gaming debt (a): and. equity will restrain an action 
on an IOU given for an mega! consideration (b) 

(al Wilkinson v. L'Eaugier, 2 Y: &: ColI., O. 0:, 366 
(b) Quarrier v. Colston, 1~ L. J., Oh., 67 

Rules relatinv to the Transfer' 0/ Choses-in~lJ.ction 
1.~.As8ignment 0/ a, (flws/J-in.-action,bV Creditor to Transferee 

36. 1. An assignment of a chose-in-actiM in equity is 
equivalent to the delivery of the chattel in Law 

2. As soon as the assignment of the cho'se-in-aetion is com
pleted, so that nothing more remains to be done :bytheassignor, 
the property in the chose-in-action is transferred to the assignee 

3. The assignee has. a good and effectual title against the 
assignor and all persons who claim by, through, or against him; 
such as his executors, administrators, assignees in bankruptcy; 
judgmentcieditors, or an extent at the suit of the Crown 

4. But the title of the assignee is not final and complete 
against all the world until the debtor has received notice of the 
assignment ". . . 

5. Until this notice lias been given the chose-in-action is still 
in the "order and disposition" of the assignor, and in the event of 
his bankruptcy or death passes to his assignees or representatives 

6. Immediately.the debtor receives the notice, he is fixed witli 
the trust, and is converted into' a trustee for the assignee: if pe 
makes any payment to the Q.ssignorit is no discharge to him, and 
and he is still liable to the assignee 

·7. If he has good reason to dispute the assignment, he may 
pay the assignor until the point is settled in equity (a) 

Ex parte Byas, 1 Atk.,124. Bow v. Dawson,1 Ves., sen., 332. 
RyaZ v. Bowles, 1 Ves., sen., 348. Tate v.lIilbert, 2 Vee., jun., 111. 
Jones v. Gibbons, 9 Ves., 410. Casberd v • .dtt. Gen., 6 PriCe, 411. 
Ex parte Monro, 1 Buck, 300. Ex parte Burton, 1 Gl & J., 207. 
Ex parte Usbome,1 Gl. & J., 858. ,Willia/1Ul v. Thorpe, 2 Sim., 257. 
Ez; parte Colvill, Mont., O. B., 110. Ex parte Tennyson, M. & BI., 
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. O. B., 67. OrOlDfoot v. Gurney, 9 Bing., 372. Buck v. Lee, I.A. &I 
E.,s04. Bum v. Oarvalho, 4 My. &I Cr., 690. Macfadden v~ 
.Tenkyns, 1 Ph., 153. Bell v. London d; N. W. By. 00., 15 Beav., 
652. Donaldson.v. Donaldson, Kay; 711: Gibson v, OverbuI"!I, 7 M. 
& W., 555. Lowe's Settlement, re, 30 Beav., 95. .Teffs v. Day, L. 
R., 1 Q. B., 372. Hewitt v. Kaye, L. R., 6 Eq., 198. Bromley v. 
Brunton, L. R., 6 Eq., 275 

(a) .Aplin v. Ooates, 30 L. J., Ch., 6. 36 & 37 Viet. (1873), o. 66, 
B. 25;§ 6 . 

37. ·If several assigne~B have a right to the fund, the~signee 
who first gives notice to the holder of the fund acquires the first 
charge over it, .and the other assignees according to the order of 
th~ir assignments 

Dearle v. Hall, 3 RUBS., 1. Leveridge v,. Oooper, 3. RUBS., 31. 
Hulton. v. Sandys, 1 Young, 602. Greening v. Beckford, 5 Sim., 195. 
Foster v. Blackstone, 1 My. &I K., 297. Foster v. Oockerell, 3" 01. & 
Fin., 456.· .Atkinson; in re, 2 De G. M. & G~, 140. Buck v. Lee, 
1 A. & E., 804. Etty v. Bridges, 2 Y. & C., Ex. Eq., 486. J1elcher 
v. Oampbell, 8 Q. B., 1. Marten v. Sedgwick, 9 Beav., 333. Swayne 
V. S,oayne,ll Beav., 463. Elder v; Maclean, 5 W. R., 447,: Pennell 
v. Deffell, 4 De G. M. & G., 372. Olayton" Oase, llIer., 572 • 

. Bodenham v. PUTChaB, 2 B. & Ald., 39 

38. For the purpose of notice no particular form of words is 
necessary. Any words are sufficient which shew an in,tention of 
transferring or appropriating the chose-in-action to or for I!he use 
of the assignee 

Bow v. Dawson, 1 Ves., sen., 332. Yeates v. GI'ove, 1 Ves., jun., 
281. HOlDell v. Maciver, 4 T. R., 690. SlIlith v. Everett, 4 Bro. C. 
C., 63. Heath v. Hall, 4 Taunt., 326. E3I parte .Alderson, 1 Mad., 
63. O"owfoot v; Gurney, 2 Mo. & So., 473. SmUh v. ·Smith, 3 
& M:, 231. E3I parte Oarlis, 4 D. & ·Ch., 357. E3I parte South, 3 
Swa.ns., 393. Tibbits v. George, 6 A. & E., 107. Hutchinson v. 
Heyworth, 9 A. & E., 375. Macfadden v • .Tellkyns, 1 Hare, 458. 
L'Estrange v •. L'Estrange, 13 Bea.v., 281. Biccard v. Pritchal'd, 
1 K. &I J., 277. Bawbone'sBequest, re, 3 K. & J., 300 •. .Toiles v. 
Farrell, 3 Jur., N. S., 751 .. 

·39. But the notice given must be legal. An instrument not 
"lawfully" stamped is .void and of no effect.; if notice be given 
by such an instrument the holder of· the fund must not regard.it : 
if he pays onsnch an: instrument the payment is void, .efen 
though he agreed to do so' 
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-But if the notice be given by an instrument not'" duly" 
stamped, the notice is valid 

Firbank v. Bell, 1 B. & Ald., 86. Emly v. Collins, 6 M. & S., 141. 
Bippiner v. Wright, 2 B. & Ald., 47B. Butts v. Swan, 2 Bro. & D., 
7B. Collyer v. Fallon, Turn. & R., 459. Lord Braybrooke v. 
Meredith, 13 Sim., 271. Parson, v. Middleton, 6 Hare, 261. Mac· 
'golOan v. Smith, 26 L. J. Ch., 8. Pott v. Lama., 6 H. & N., 629 

40. 1. Notice given to a person who has not yet received 
the fund is nnll, void, and of no effect 

2. If, therefore, several assignments of the fund have been 
made, and notices given to a person before he has received it, they 
are null and void, and the priorities take effect according to the 
order of the assignments (a) 

S. But if the per30n who expects to receive the fund promises 
the QSgignee that he will hold it when received for him,he is 
bound by that promise (b) 

Ca) Bodick v. Gandell, 1 De G. M. & G., 763. Buller v. Plunkett, 
1 Johns. & H., 441. Web.ter v. Webster, 81 Bea.v., 898. Somerset 
v. CO:I:, 88 Bea.v., 684. Earl of Suffolk v. Coz, 86 L. J., Ch., 691 

(b) Clark v. Adai'r, cited 4 T. R., 848. Stephens v. Hill, 8 Esp., 
247. KiZ.by v. Williams, 6 B. & Ald., 815 

41. The Purchaser of a ehose·in-actioll takes it subject to any 
prior trusts, equities, claims, or possibilities of such, at the time 
of the assignment 

Coles v. Jones, 2 Vern.,632. Turton v. Benson, 1, P. Wms., 496. 
Davi. v. Austin,l Ves., jun., 247. Matthew. v. Wallwyn, 4 Ves., 
118. Hill v. CailloveZ, 1 Ves., sen., 128. Daubery v. Cockburn, 1 
Mer., 626. Hamil v. Stokes, 4 Price, 161. P,iddy v. Bose, 8 Mer., 
86. Morri. v. Livie, 1 Y. & Col., O. 0., 8BO. Ora v. White, 8 
Bea.v.,867. Moore v. Jervis, II Coli., 60. Smith v. Parkes, 16 Beav., 
116. CoekeZl v. Taylor, 15 Bea.v., 103. Cavendi.h v. Greave,. 24 
Bea.v., 168. Manningford v. Toleman, 1 Col .• O. 0., 235 

2.-0rder giveIJ by a Oreditor to a Debtor to pay a third persoll 

42. If a creditor gives an authority or ordcr to his debtor 
to pay a third person, then-

1. If the debtor pays the money to the third person iq purlltt .. 
ance of such authority, the payment is good (a) 
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2. If the debtor assents to make such payment and com
municates snch assent to the third person, a trnst is created, 
irrevocable, except by the consent of all parties, and the third 
person has an action against the debtor for the money (b) 

3. An agreement to pay funds which will only be received at a 
future time is equally binding as one. to pay funds in actual 
possession (c) 

4: If the third person becomes informed that the debtor has 
been directed to pay him a sum of money, he may sue him for it (d) 

5. Until the debtor· has actually paid the money or entered 
into a binding agreement to do so in pursuance of the anthol'ity, 
the creditol' may countermand the direction and demand repay
ment of the money (8) 

(a) Gibson.v. Millet, 2 Bing., 7. Brill" v. Hampslli", 1 M. & 
W.,365 

(b) Williams v. Everett, 14· East., 582. Hodgson v. Andersoll, 3 
B. & C., 842. HumphJoeys v. Briallt,4 C. & P., 157. Lilly v. Hays, 

- 5 A. & E., 548. HutchillSOIi v. HeYloorth, 9 A. & E., 375. Walkel' 
v. Rostron, 9 M. & W., 411. Hamilton v. Spottiswoode, 4 Ex., 200. 
Farley v. Turner, 26 L. J., Ch., 710. Noble· v. National Discount 
Co., 5 H. & N., 225. Griffill v. Weatherby, L. R., 3 Q. B., 753 . 

(c) Walker v. Rostron, 9 M. & W., 411. Hamilton v. Spotlis'lDoode, 
18 L. J., Ch., 392. Griffin v. Weatherby, L. R., 3 Q. B., 753 

(d) Burn v. Carvalho, 4 My. -& Cr., 690. 36 & 37 Viet., (1873), e· 
66, B. 25 § 11 -

(e) Whitfield v. Savage, 2 B. & P., 277. Gibson v. Minet, 2 Bing., 
7. Brina v. Hampshire, 1 M. & W., 365. Malcolm v. Scott, 5 EL, 
601. Morrell v. Wotton, 16 Beav., 197 

On Banking Obligations 

43. 1. A banker is a trader whose business consists in buy
ing money, or money and Debts, in exchange for which he gives 
his own Credit 

2. A banker gives his Credit in two forms
(a) His own Promissory Notes 
(b) Credits in his books, termed in banking language 

Deposits 
3. Banking Obligations are Bank -Notes, Deposits, Cheques, 

Deposit Receipts, Letters of Credits, Bankers' Drafts, and Circular 
Notes 

44. No banker who was not o~ the 6th of May, 1844, law-

VOL. n. KK 
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fully issuing his own notes; nor any banker then lawfully issuing 
his own notes who has become bankrupt, or discontinued the issue 
of bank notes; nor any person since that date, may become 0. party 
to any obligation payable to bearer on demand, in any part of the 
United Kingdom 

7 & 8 Viot. (1844), 0. 89, BS. 10, 11, 19. 17 & 18. Viot. (1854), 
0.88, B. 11 

45. No banking partnership consisting of more than ten (a) 
persons in London, or within 65 miles thereof, may borrow, owe, 
Ol' take up in England any sum or BUms of money on their bills 
or notes payable on demand, or at any less time than six months 
from the borrowing thereof (b) 

(a) 90 & 91 Viot. (1857), o. 49, B. 18 
(b) 8 & " Will. " (1888), o. 08, 8. 8 

48. A Bank Note is defined by Statute to be-" Any Bm, 
Draft, or Note (other than Notes of the Bank of England) which 
shall be issued by any banker, or the agent of any banker, for the 
payment of money to the bearer on demand, and any mll, Draft, 
or Note so issued, which shall entitle, or be intended to entitle, 
t.he bearer or holder thereof, without indorsement, or without any 
further or other indorsement t.han may be t.hereon at the time of 
issuing it, to the payment of any sum of money on demand, 
whether the same shall be so expressed or not, in wlmtever form 
and by whomsoever such bill, draft, or note, shall be drawn or 
made" 

17 & 18 Viot. (1854), o. 88, 8. 11 

47. The following establishments only may issue obligations 
payable to beal'er on demand in England-

1. The Bank of England 
2. Private banking firms which were lawfully issuing theil' own 

notes on the 6th day of May, I8H, and which have not become 
bankrupt, or discontinued such issue sinee that date 

S. Joint stock banks formed under Stat. 7 Geo. 4 (1826), 
bsuing their own notes at a distance not less than 65 miles from 
London 

48. The following pl'OYisions relating to the ir.suo of Notes 
by tho Bank of England are at present in force-
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1. The Bank is divided into the banking department and the 
issue department 

T .t 8 VicL (18«). a. S9. a. 1 
2. The issue department ereatesand issues to the banking 

department Notes in exchange for £15.000,000 of publio !SeCnrities 
and any alflount of gold and sih-er roin and bullion, of which the 
&ilver coin and bullion must not be more than one-fifth part 

T .t 8 VicL (1M"). 0. Sit as. II, S. Ii 
8. The banking department may not i~ue notes to any person 

whatever except in C.IChan"tre for other notes, or such as they haYe 
leceived from the issue department in terms of the Act 

T .t 8 VioL (18«). 0. SII. a. I 
!. Any person may demand bank notes in exchange for 

stanffiud gold bullion at the rate of £3 17s. 9d. per ounce 
T .t 8 VieL (1M"), 0. lSi, s. , 

5. If any banker who was lawfully issuing his own notes on 
the 6th dlly of lIllY, ISU, ceases to do so, the Crown in council 
may anthorise the Bank to increase its issues on public securit.ies 
to auy amount not exceeding two-thinls of the amonnt of notes 
withdrawn from circuliltion 

T .t 8 'tieL (ISH). 0. 39, a. Ii 
6. So long as the Bank pays its notes in legal coin on demand 

they are legnl tender of pnyment for all sums OOOt .. £5, by aI 
persons, except by the Bank itself, or any of its brunches 

S .t , WilL , (1833), 0. 98, B. , 

1. Notes issued at any branch of the Bank must be mnde pay
able in coin at that brunch as well as in London (0): no brunch 
may issue notes not made payable there (6): and no nole not 
mnde specially payable at any branch is linble to be paid there (e) 

(a) T.t 8 Geo. , (18:16), 0. "6, a. IS 
(b) S.t, Will. , (1833). 0. 98, a. • 
(e) 3.t' Will. , (1833). 0. 98, a. , 

8. Bank of England notes may circultlte, and be offered in 
payment, but they are not legal tender in Scotland (a): or 
Ireland (6) 

(d) 8" 9 VioL (ls.ts). 0. $S. a. 1$ 
(b) 8.t 9 VioL (1SlS). 0. 37. a. 6 

9. No persou except bankers lawfully i.''8uing their own notes 
may make, sign, issue. or re-issue, any promissory nota payable to 

E:1C j 
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bearer on demand in England, under a penalty of £20 for each 
offence 

7 Goo. 4 (1826), o. 6, B. 3 

10. No person may by any arh, device, or means whatsoever, 
publish, utter, negotiate, or transfer, in any part of England, any 
promissory or other note, draft, engagement, or undertaking in 
writing made payable on, demand to the bearer thereof, and being 
negotiable or transferable for the payment of any sum of money 
less than five pounds, or on which less than the sum of five pounds 
shall remain undischarged, which shall have been made or issued 
or shall purport to have been made ill Scotland or Ireland, or else
where out of England, under a penalty of not less than five nor 
more than twenty pounds for each offence 

9 Geo. 4 (1828), o. 68, B. 1 

11. By Statute 7 Anne (1709), c. 7, s. 61, no banking partner
ship exceeding six persons, other than the Bank of England, might 
borrow, owe, or take up any sum or sums of money on their bills 
or notes payable on demand, or at any less time than six months 
from the borrowing thereof 

12. By Statute 7 Geo. 4 (1826), c. 49, partnerships consisting 
of an unlimited number of members might carryon the bll3iuess of 
banking, and make and issue bills and notes payable on demaud 
at any place in England, exceeding the distance of 65 miles from 
London, and not elsewhere, and borrow, owe, or take up any sum 
or sums of money on their bills or notes so made and issued 

13. Such partnerships may not have any house of business or 
estaLlishment as bankers in London, or at any place not exceeding 
65 miles from London 

7 Geo. 4 (1826). c. 46, B. 1 

14. Every member of such partnership shall be liable for all 
money borrowed, from the time he became a member, and for all 
bills and notes which are dne and unpaid, or which become pay
aLle after he has become a member 

7 Geo. 4 (1826), c. 46, s. 1 

15. No such banking company may issue or re-issue in London 
or at any place not exceeding 65 miles from London, any bill or 
note payable on demand, or any bank post bill, nor draw upon any 
p~rtller n.or agent, or other persoll3 resident within these limits, 
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any bili of exchange payable on demand, or for a less amount than 
£50, under a penalty of £50.for each offence 

7 Geo. 4 (1826), c. 4.6, B. 2 • 

1(i. Snch banking company may draw any bill for any sum of 
£50, or upwards, payable in London or elsewhere, at any period 
after date or after sight 

7 Geo. 4 (1826), c. 46. B. 19 

17. Such banking company may not borrow,owe, or take up 
in London or at any place not exceeding 65 miles from London, 
auy sum of money on any bill or promissory note payable on 
demand, or at any less time than six months from the borrowing 
thereof, under a penalty of £50 for each offence; but they may 
discount in London or elsewhere any bills of exchange not drawn 
by 01' upon them, or by or upon any person on their behalf 

. 7 Geo. 4 (1826), c: 46, BS. 3,19 

18. All banks in London 01' within 65 miles of it, may draw, 
accept; 01' indorse bills of exchange, not being payable to bearer 
on demand 

7 & 8 Viet, (1844). c. 32, s. 11 

19. All banks of issue existing on the 6th of Uay, 1844, may 
continue to issue an amount of notes not exceeding on an average 
of four weeks, such an average sum as they were issuing during 
the 12 weeks preceding the 27th April, 1844, certified by the 
Oommissioners of Stamps and Taxes 

7 & 8 Viet. (1844), c. 32, B. 13 

20. If any two or more banks of issue become united, such 
united bank may continue to issue the aggregate average amol1pt 
of notes circulated by the separate banks, provided the unitC'd 
bank does not exceed ten (1) persons 

7 & 8 Viet. (1844.), c. 32, s. 17 
(1) 20 & l!1 Viet. (1857), c. 49 

21. If any banker in his monthly average exceeds his 
authorised issue, he is to forfeit the excE'SS 

7 & 8 Viet. (1844), c. 32, s. 17 

22. Every bank of issue must send to the Oommissioners of 
Stamps and Taxes, weekly, an account of its issries, shewing the 
amount of its notes.in circulation on e"e1'Y day of the preceding 
week, and also the average during the week; and at the end of 
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every period of four weeks, a statement of the average amount 
of the said four weeks, along with the authorised amount, duly 
verified, in the case of a private banker, by the signature of the 
banker or his cashier; and in the case of a company or partner
ship, by the signature of the managing director, partner, or chief 
cashier. Any neglect or refusal to render such an account, or a 
false return, incurs a penalty of £100 

7 & 8 Vict. (1844), c. 32, s. 18 

23. All existing banking companies may register themselves 
under the Limited Liability Act, 1858, upon giving 30 days' 
notice to each of their customers 

21 & 22 Viet. (1858), o. 91, s. 1 

49. If there be sel'eral partners in a country bank of issue, 
the right of issue, on the death of the other partners, belongs 
exclusively to the surviving partner 

Smith v. Everett, 27 Beav., 446 

50. 1. Tender of payment in country bank notes is good, if 
not objected to on that account (a) 

2. Even if a banker tender his own notes which are afterwards 
dishonoured (b) 

(a) Vernon v. Bouverie, 2 Show., 296. ,Tassel v. Lewis, Ld. Raym., 
743. Ward v. Evan., 2 Ld. Raym., 298. Polglass v. Oliver,2 Tyr., 
89. Owenson v. Mor.e, 7 T. R., 64. Lockyer v. Jone., Peake, 239. 
Tiley v. Courtier, 2 O. & J., 6n. Pickard v. Banke., 13 East .• 20. 
Shipton v. Cas.on. 8 D. & R., 130. Clarke v. Sheet 1 Cowp., 197 

(b) Guardians of Lichjield Union v. G1'een, 1 H. & N., 884 

51. 1. If country bank notes be taken in payment of goods 
at the time of the sale, and as part of the contract, so that no debt 
is created, and without indorsement, the vendor takes them at his 
own 1'isk, and has no remedy against the transferor, if the banker 
fails before he obtains payment of them 

2. But if the transferor knew at the time he offered the notes 
in payment that the banker had failed, he is liable 

3. But if the note be taken, not at the time of the exchange, 
but in payment of a pre-existing debt, however short a period has 
elapsed between the creation of the debt and the tender of the 
notes, if the transferee presents the notes within due time. and 
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finds that the banker has failed, and gives due notice of dishonour 
to the transferor, he may demand payment of his original debt 

Yerno" T. BOllvem, 2 Show.,296. Coobe" T. BOIIVIIfW, 2 Show., 
296. Ward T. Ellans, Ld. Raym., 92S. Moortl T. WaITe", 1 Str&.. 
415. Holrrw: T. Barry, 1 Stra., .U5. Turner T. Meade, 1 Stra., 416.
Manwaring T. Hanisora, 1 Stra., 508. HOHJ4rd. T. Bani: of England, 
1 Stra., 550. Camidg/l T • .dUenby. 6 B • .t C .• 373. Rogen T. Lang. 
ford., 1 C. &- M •• 637. RobsoA T. Olilltlr. 10 Q. B., 704 

52. 1. If a customer pays into his account with his banker. 
the notes of another banker. for whkh his banker gives him either 
credit in account, or a deposit receipt; and if the banker on duly 
presenting the notes for paymeut finds that the banker who issued 
them has failed. and if he gives due notice of dishonour to his 
customer, he may cancel the credit (a) . 

2. But if instead of demanding payment of the notes he takes 
a credit in acconnt with the banker who issued the notes, that is 
equivalent to payment, and he is liable to his customer. if the 
other banker fails ( b) 

(a) Timmins T. Gibbons, IS Q. B., 7211 
(b) Gillard T. Wise, 6 B. &- c. 134 

53. If one person changes a bank note as a favour for another. 
and if ou duly presenting the note for payment he finds that the 
banker has failed, and if he gives dne notice of dishonour he may 
demand back his money 

Roger • . T. Langford, 1 C. &- M., 637. Tumer T. seonu. 1 Do &
L.,122 

54. 1. Bank notes made payable at a particular place must 
be presented there for payment, to enable the holder of them to 
sue the maker (a) 

2. Even if the banker is notoriously insolvent and has closed 
his place of business, that will not excuse the want of present;. 
ment (b) 

3. Bnt between third parties, if a banker has become notoriously 
insolvent and has closed his place of business, presentment of his 
notes there is not necessary to charge the trausferor, if the trans
feree is informed of the banker's stoppage of payment within tIle 
time limited for presentment, and gives notice of dishonour to 
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the transferor within reasonable time after being infurmcd or the 
fnct (c) . 

4. And rcasonable time for notice of dishonour is not neccssarily 
limited to the time for presentment for payment (d) 
. (a) Sande1'son v. BOID~s, 11 East., 600. Dickinson v. BOIDII, 16 

East., 110. BOlre. v. ROID~, 6 Taunt., SO. Blltl<'l'U'orlh V. Lor.' 
1>~spencer. 8 M. & S., 150. Emblin v. Da,·tlltll, 1ll M. & W., 830. 
Spindler v. Greller, 1 Ex., SS". Sonds v. Clarke, 8 O. D., 751 

(b) BOWel V. 1low6, 5 Taunt., SO. Sands v. Clarke, 8 O. D., 751 
(c) Renderdon v. A.ppleton, Chit., 8th ed., p. SSS. TIII'RW v. Stantl, 

1 D. & L., 129. Robson v. Olil'er, 10 Q. D., 70.& 
(d) Robson v. Oliver, 10 Q. D., 70 .. 

55. If country bank notes are given in payment to a servant, 
such acceptance by the servant docs not bind the master. and he 
has full time to present them for payment after he has received 
them from his servant 

Ward v. EI'ans, II Ld. Raym., 028. .Talne. v. Holdilell, 8 D. cIII 
B., 40 

56. If payment for goods be made in country banK notes, 
and the b.'\nker fails bcfore delivery of the goodi. the vendor IDay 
l'(ltain them if not sent, and has the right of stoppage ill I,allsilu 

OWel180n v. Mt"", 7 T. R., 64 

57. If a peraon pays his acceptance by notes in which he bas 
n{' pt'Operty. it is no payment, and he is still liable 

Mannin v. Cary, 1 Lutw., 1177 

58. A bank note made payable at two places may be presented 
(It either, and if payment be refused at once it is no laelllS, even 
thongh it might be more convenient to prescnt it at the othnf 
where it would have been paid 

1laeching 1'. Oow", Holt, N. P., 81S 

59. 1. The holder of country bank notcs most rircnlute them 
(lr pl'Csent thom for paym('nt within banking honrs (a), of the 
next day after he has re(.'cived them, if the baukcr lives in the 
BIIme pla(..'6, to charge the transferor if the bankor fnils (b) 

J. If t.he banker li\'03 in a diffcl'Cnt plnce, he must. transmit. 
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them for payment by the post of the next day after he has reccived 
them (c) 

3. The receiver has aU the banking hours of the next day after' 
he bas received them to present them for payment (c) 

4. The sender may cut the notes in halves, and send one set of 
halves the day after he has receh'ed' them, and the second set the 
day after that (c) 

5. The time for the receiver to present the notes for payment 
does not begin to run until he has reccived the second set of 
halves (c): the sender has not parted with the property of the 
notes antil he has sent the second set of halves: and until he bas 
don that he may reclaim the firdt set of hal f(~S (d) 

. Sunday, Christmas day, Good Friday, a puhlic fast or 
t wsgiving day; or a day on which a man is forbidden by his 
.ligion to transact secular business (6); bnt not a bank holiday 
(f), are not counted :thercfore, if a man receives a bank note on 
such a 1 ,he has till the' second day after to present or transmit 
it for payment (g) 

(a) Parker v. Gordon, 7 East., 385. Elford v. Teed, 1 M. & S., 
213. Jameson v. Swinton, 2 Taunt., 224. Wl1itaker v. Bank of 
England, 1 C. M. & n., 744 

(b) Manu:aring v. Harrison, 1 Stra., 508. Me(lcalj v. HalZ, 8 
Doug., 118. .Appleton v. Sweetapple, 8 Doug., 137. Babson v. 
Bennet,2 Taunt., 388. Bickford v.Ridge,2 Camp.,537. Beecliing 
v. --.-. Holt, N. P., 815. WiUiams v. Smith, 2 B. & Ald., 496. 
Boddingtoll v; Schlencker, 4 B. & Ad., 752. Pocklington v. Sylvester, 
Chitty, 9th ed., p. 885. Maule v. Brown, 4 Bing., N. C., 266. Har. 
v. Henty, 10 C. B., N. S., 65 

(c) Williams V. SmitTl, 2 B. & Ald., 496 
(d) Smith v. Mundy, 2 E. & B., 22 
(e) Lindo v. U'MIDorth,2 Camp., 60ll 
(f) 3i Viet. (1871), o. 17 
(g) Tassel v. Lewis, 1 Ld. Raym., 743. 39 & {O Gto. 3 (1800), 0. 

42. 7 & 8 Geo. 4 (1827), o. 15 

On Cheques 
60. 1. The relation between a banker and his customer on an 

ordinary banking account is that of simple debtor and creditor: 
and not that of trustee and cestui que trust 

2. Money paid by a customer to a banker belongs absolutely 
to the banker; it is a Mutuum, or Loan, and not a. Dl'J,Jositum, or 
Bailment 
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8. In exchange for the money the banker gives his customer a 
Credit, or a right to demand an equal sum of money with or 
without notice 

Vernon v. Hankey, 2 T. R., 113. Carr v. Carr, 1 Meriv.,6Un. 
Sleecil'a ClUe, 1.Mer., 660. Sims v. Bond, 6 B. & Ad., 392. Bank 
of England v. Anderson, 3 Bing., N. C., 589. Taylor v. Taylor, 1 
Jur., 401. Gaunt v. Taylor, 2 Hare, 413. Foley v. Hilt, 2 H. L. 
Ca., 31. Watts v. Christie, 11 Beav.,546. Ez parte Waring, 36 
L. J., Ch., 151 

61. A Credit in a banker's books in favolll' of a customer, is 
in banking language, termed a Deposit 

Banking Credits, or Deposits, are of two sorts-
1. Where the customer has the right of requiring repayment 

of his money without notice. This kind of account, in banking 
language, is termed a Drawing or Current Account 

2. Where the customer agrees not to demand repayment with
out a certain notice. This account in banking language is termed 
a Deposit Account. In exchange for the money, the banker 
gives his customer a receipt, termed a Deposit Receipt con
taining the terms of the contract 

8. Formerly these deposit receipts were what was termed non. 
negotiable. They were made payable to the customer himself 
only, and, consequently, if the customer transferred his deposit 
receipt to anyone else, the transferee could not sue the banker at 
Law in his own name, though he might in the name of the trans
feror; but he might sue him in Equity. But since the Supreme 
Court of Judicature Act, which enacts that the rules of Equity 
shall prevail over those of Common Law, a Deposit Receipt is as 
transferable as a Bank Note or a Cheque 

62. A Credit in account or Deposit, if taken instead of 
money, is good payment 

Gillard v. Wise, 5 B. & C., 13' 

63. 1. If a customer leaves a deposit or balance on his account 
without operating on it for six years, the Statute of Limitations 
applies, and the banker is not liable (a) 

But if the banker enters np interest to the credit of bis 
customer, that will save the statute (b) 
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(a) PoU T. (:kgg, IG ll. " W., 821. Fol~ T. Hill, t H. L., 
Ca.,89 

(b) 9 Gao. , (1828), CI.. U, s. 1. BaMjkld T. Ttlpper,7 Ex., 27. 
B~ll T. (hwuWe, t C. " I., Gl 

64. A Deposit or Balance on a banking account passes hy 
will under the words" all his ready money" (a); "all delb duo 
to him" (b); but noL under cc all his stock in trade " (c) 

(II) rawl T. ~Itoldl, S Buss.,19. TallorT. Tllllor,l.Jur., 401. 
Parka- T. Mcarc1l<utt, 1 PhiL, 856. MGMiItg T. PKr«u, t Sm. " 
GiL, t!n 

(b) ClifT T. Carr, 1 Mer., SGIn 
(c) ShUU1 T. Mary,", of B.u, 11 Ves., GGG 

65. An Order on a drawing account at a banker's, llayable 
to any person, or cc bearer, or cc order," on demand, is in modem 
commcreiallango80"'6 nsually termed a Cheque 

66.· A Cheque is a bill of excblIDo"'6 drawn on a banker pay
able on demand 

Except as otherwise l'rovided in this part, the provisions of 
this Act applicable to a bill of c-'tchange payable on demand apply 
to a cheque 

Subject to the prorisions of this Act-
1. Where a cheque is noL presented for payment within a 

reasonable time of its issue, and the drawer or the person on wbose 
account it is drawn bad the right at the time of such presentment 
as between him and the banker to ha\"e the cheque paid and 
suffers actual dam!\,"'6 through tbe delay. be is discharged to the 
~ or such dam!\,aoe, that L'I to say, to the extent to which such 
drawer or person is a creditor of such banker to a larger amount 
than he would have been had such cheque been paid 

2. In determining what is a reasouable time regard. shall be 
had to the nature of the instrument, tbe usa.,"'6 of trade and of 
bankers, and the facts or tbe particular case 

3. The bolder of such cheque as to which such drawer or 
person is dischBJ"gOO shall be a creditor, in lieu of such drawer or 
person, of such banker to the exten!; of snch discharge, and 
entitled to recover the amount from him 

67. By the General Stamp Act (a) drafts or orders for the 
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payment of money to bearer on demand were exempted from stamp 
duty, provided that-

1. They were drawn upon a banker or 1\ person Rcting lUI a 
banker . 

2. The place where they were drawn did not exceed 15 (b) 
miles from the banker's place of residence 

3. The place where they were drawn WIUI truly stated on them 
4. They were issued on the day or the day after they were 

dated 
5. The payment was directed to be made in money, and not in 

bills or notes 
(a) 55 Geo. 8 (1815), o. 184, sched. 
(b) 9 Geo. 4 (1828), o. 49, s. 15 

68. The stamp duty on any drafL for the payment of money 
to bearer or to order on demand, or at sight or presentation is one 
penny 

83 & S4 Viet. (1870), o. 97, B. 50 

69. Every person who makes or issues an unstamped draft 
violating anyone of the previous conditions, is liable to a penalty 
of £100 i everyone knowingly taking it to a penalty of £20 ; 
any banker knowingly paying it to a penalty of £100; and he is 
not allowed it in account against the persons by whom or Cor whom 
it was drawn, or any person claiming under them 

55 Geo. S (1815), o. 184, s. 13 

70. 1. If any person remits an unstainped draft payable to 
bear~r on demand, drawn upon a· banker, to any place mOl'& than 
15 miles distant from the place where such draft is payable, or 
circulate, negotiate, or receive in payment sllch a draft in Buch 1\ 

place, he shall forfeit £50 (a) 
2. But if it be duly stamped it may be remitted to or circulated 

and negotiated in such a place (b) 
(a) 17 & 18 Vict. (1854), o. 83, s. 7 
(b) 17 & 18 Viet. (1854), o. 13, B. 8 

71. 1. The penny stamp on such a draft may be either im
pressed on the paper or adheshoe: and may either be a dran or a 
receipt stamp (a) 
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2. If the stamp used be adhesive, the person who signs the 
draft must, before he issues it, cancel or obliterate the stamp by 
writing his name or initials over it, under a penalty of £10 . 

(a) 17 & 18 Vict. (1854), c. 83, s. 10 . 
(b) 33 & 34 Vict. (1870), o. 97, s. 24, § 2 

72. The penalty for issuing an unstamped cheque on a 
banker is the same as issuing an unstamped bill of exchange 

21 & 22 Vict. (1858), c. 20, s. 2 

73. 1. If any draft or order subject to the penny stamp duty 
comes unstamped into the hands of a banker, he may affix the 
stamp and cancel it, and pay the draft and charge the duty against 
the person liable, or deduct it from the sum payable 

2. The ·draft is then good and valid, so far as it relates to 
the stamp duty, but it does not relieve the person who issued it 
unstamped from the penalty 

33 & 34 Vict. (1870), c. 97, c. 54, § 3 

74. A draft or order for payment sent or delivered by the 
drawer or maker to the banker or person acting as such, by, or 
through, whom the payment is to be made, and not delivered to 
the person to whom the payment is to be made, or to any person 
on his behalf, .requiras a penny stamp and may be post dated 

33 & 34 Viot.(1870), c. 97, s. 48, § 3 

. 75. If a draft or order be duly stamped previously to issue, 
whether it be payable to bearer or order on demand, it may be 
drawn at or remitted to any distance from the place of payment; 
it may be drawn upon any person and requires no place nor date 
upon it 

16 & 17 Vict. (1853), o. 59, sohed. 

76. If it be issued, stamped, and post dated, or dated on a 
day subsequent to its issue-

I.-If the cheque be payable to bearer-
(1.) It is wholly void in the hands' of all parties cognisant of 

the facts; it cannot be given in evidence in any proceeding ill law 
or equity to establish a valid contract between them (a) 
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(2.) But it is valid in the hands of an innocent indorsee for 
value who was not aware of the facts (b) 

(3.) If a banker pays such au instrument without knowing 
the facts, the payment is good (c) 

(4.) It may be used in evidence to prove a fraud (d); or in 
any crimiual proceeding (e) 

(a) 31000.3 (1791), 0. 25, B. 19. .dllm v. KeeveB, 1 East., 435. 
WhitlDeU v. Bennett, 3 B. & P., 659. SlDan V. Blair, 3 Cl. & Fin., 
610. Serle v. Norton, 9 M. & W., 309. Dunsford v. Curlewis, 1 F. 
& F., 702. Oliver v. Mortimer, 2 F. & F., 702. .dwtin v. Bun!lard, 
6B.&S.,687 

(b) WiUiams v. Jarrett, 6 B. & Ad., 32. ""Ultin v. Bunyard, 6 D. 
& S., 687 

(e) Watson v. Pouz'on, 15 Jur., 1,111 
(d) Watson v. Pouz,on, 15 Jur., 1,111 
(e) 17 & 18 Viet. (1854), 0. 83, B. 27 

2.-1f the cheque be payable to order-
(I.) It is a valid i.nstrument and may be received in evidence 

(a); and should be paid by a banker at its date, even though he 
knew it to be post dated (b) 

(2.) But the issuer is liable to a penalty for issuing a bill not 
duly stamped (c) 

(a) Key v. Mathias, 3 F. & F 0, 279. Whistler v. Forster, 14 C. D., 
N. S., 248 

(b) EllianueZ V. BobartB, 17 L. T., N. S., 646 
(e) 65 Geo. 3 (1815), 0. 184, B. 11. 21 & 22 Viet. (1858), 0.20, B. 9 

77. A post dated cheque drawn by a member of a firm who 
bas no power to bind bis partner by bill is a1>!!ollltely void in the 
hands of a person cognisant of the fact, whether it be payable to 
bearer or to order 

FOBIer v. Mackreth, L. R., 9 Eq., 163 

(2.) A banker who nccepts or engages to pay a cheque must 
include such cbeques in the return of his issue of notes 

7 & 8 Viet. (1844), o. 32, B. 11 
17 & 18 Viet. (1854), o. 83, B. 11 

78. 1. By the custom of bankers, the contract between a 
banker aud his customer having an ordinary drawing or current. 
account with him, is to pay on demand, either to him or to any 
one else to whom his customer may assign them, whatever funds 
he may have at his customer's credit, within a reasonable time 
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&fiB he has received them, and to accept his customer's bills to 
that amouut (a) 

2. By the custom of bankers' possession of funds is equivalent 
to aooeptanoe, and admission of funds is a le.,oal acceptance ofa 
cheque drawn by a customer (6) 

3. A verbal promise to pay, or a collateral writiug promising 
to pay, or any mark such as initials placed on a cheque, the well 
nnderstood meaning of lrhich is a promise to pay, is a legal. ac
ceptance by • banker ha ring funds of his customer 

4. The Acts, 1 .\ ! Goo.! (I8n), c. 78, s. 2, and 19 .\ 20 
Viet. (1856), c. 97, s. ~ requiring the aooeptance of a bill to be in 
lrriting on the bill, do not apply to the promise of a banker to pay 
• cheque, having funds of his customer 

(4) M/JI'UtA T. Y&lli4-. 1 B. ... Ad., 4lS. S_,. T. Ba,.t oj 
&:otltuul. I Yon&. ... Ayr., 656. FolLy T. Hill, I H. lL, CA., 28. 
WIItU T. Christie, 11 BeaT., 5!6. BolHuW T. Twler,16 Q. B., 560. 
Boli,. T. S~nl, 14 C. B., 595 

(b) St_ T. Bill, 5 Esp., 247. .drdenl T. RotefUJ, Ii Esp., 2M. 
BobIoII T. BermLtt, t Taunt., 388. Ka.", T. 1t&lli4-, Ii B. ... ALL. 
816. (horge T. Surny, IlL ... lL, 516. BoJtl T. E~ t A. .. 
E., lSI. MarutA Y. Willi4-, 1 B. .. AId., ill. .llolItuu T. 7'uler. 
16Q. B., 570 

79. 1. A cheque is payment unless dishonoured, and tender 
of payment by cheque is good, unless objected to on that aooouut 

2. A cheque, to be good tender, must be unconditional; and if 
the creditor refuses it as being conditional, he may commence an 
action a"oainst the debtor before he returns the cheque (6) 

3. Bnt the fact of a cheque being drawn in favour of anyone is 
no proof of payment, as it may be drawn in anyone's name: there 
must be evidence that the money came into the creditor's hands, 
&8 by his indorsement (e) 

!. A cheque is not evidence per • of a loan from the drawer to 
the payee (1): nor to establish a set-off (2): nor of. loan from 
the drawee (8 banker) to the drawer (3): without further evidence 
of the circumstances nnder which it was given (d) 

5. But, if 8 debt be proved to have existed bet\feen the drawer 
and the payee, 8 cheque, thongh not given directly by the dra\fer 

• to the payee, if proved to have passed through the payee's hands 
and been paid to him, is prima /aeiIJ eridence of the payment of 
the debt, unless contradicted. by collateral evidence CIJ 
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. (a) Peal'ce v. Davis, 1 Mo. & Rob., 865. Jones v. Al'thul', 8 Dowl., 
44.2. Bevan v. lIill, 2 Camp., 381 

(b) Hough v. May, 4 A. & E., 951 
(c) Egg v. Barnett, 3 Esp., 196. Cary v. Gm'ish, 4 Esp., 9 
(d) (1) Cary v. GelTish, 4 Esp., 9. Lloyd v. Sandilands, Gow, 

15. Peal'ce v. Davis, 1 Mo. & Rob., 365 
(2) Aubert v. Welsh, 4 Taunt., 293 
(3) Fletcher v. Manning, 13 L. J., Ex., 1CO 

(e) Egg v. Barnett, 3 Esp., 196. Mountjol'll. v. Hal'LJer, 1(l M. & 
W., 825. Boswell v. Smith, 6 C. & P., 60 

80. When a customer has placed securities in the handa of 
his banker, and is allowed to draw against them in a certain well
understood way, the banker cannot change the usual course of 
dealing, and dishonour his customer's cheques without giving 
~im notice . 

Vunlming v. Shalld, 5 H. & N., 95 

81. A banker who pays a cheque Illust cancel it by crossing 
out the drawer's signature, under a penalty of £50 
. 55 Geo. 8 (1815), c. 184, 8. 19 

82. Paid cheques are the property of the drawers, who may 
demand them back at any timo: unless they be' overdrafts, for 
then the banker has a right of action on them 

Partridge v. CoateB, 1 Ry. & Mo., 156. Burton v. Payne, 2 O. " 
.P.,620. Reg. v. Watts, 2 Dell. O. O. R., 14 

83. No cheque, draft, or order for tho payment of money, 
drawn by any person or accountant authorised to draw for tho 
public service, is payable at the Bank of England after S p.m. 

4 & 6 Will. 4 (1834), c. 15, 8. 21 

84. 1. If a banker cancels the drawer's signature to a cheque, 
and if, before actual payment, he discovers any reason why he 
should not pay it, he may withhold payment (a) 

2. But if the Illoney be actually paid over to tbe preseuter of 
the cheque in mistake, the property in the money is goue from 
the banker, and he cannot retake it (b) 

(a) Fernandey v. Glynn, 1 Camp., 426 
. (b) Chambers v. Miller, 13 C. B., N. S., 125 
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85, Cheques may be taken in execution 
1 &2 Viet. (1838),0. 110, B. 12. Watt, v. Jefftlye., S MILO. " 

Gor.: 422 

86. 1. If· a clleque payable to order bears an indorsement 
purporting to be that of the payee, the banker is noli bound to 
inquire into its genuineness: and an indorsement by procuration 
is within the meaning of the Act (a) 

2. But if any other banker cashes it for the bearer, or gives 
him credit for it, and obtains payment of it from the banker upon 
whom it is drawn, he will be liable to the drawer (b) 

(a) 16 & 17 Viet. (1852), o. 52, s. 19. Hare v. Copland, 13 !r. 
Com., L. R., 426. Charle. v. BlacklDeU, The Time., May 6, 1876 

(b) Ogden v. Be'/IIU, L. R., 9 C. P., 513. .Arnold v. Tlil ChelJ.'N 
Bank, The Times, April 24, 1876 

87. An infant cannot draw a valid cheque except as an agent 
CaUand v. LIlIJlJ, 6 M. & W., 26 , 

88. 1. A cheque is an assignment of a chose-in-action, and 
when communicated or notified by the holder to the banker is a 
complete assignment of the fund (a) .. 

2. If a cheque be notified to the banker and the drawer dies 
before it is paid, the holder is entitled to payment (b) 

(a) SnellgratJe v. Bailey, Ridg. ca. t., Hard., 202. JIlon-ell v. 
Wootton, 16 Bea.v., 197 

(b) Bromley v.Brunton, L. R., 6 Eq., 275 

89. 1. If a banker pays a cheque with a forged signature, be 
must bear the loss (a) " 

2. So if the body of the cheque be written by his customer. 
and fraudulently altered by another person, so as to be payable for 
a larger Bum than originally drawn, and, the banker not detectiug 
the alteration, pays it, he must bear the loss of the excess (b) 
. S. But if the customer~authorises another person to write the 
body of the cheque, and that person fraudulently alters the cheque 
so as to make it payable for a larger Bum than authorised, and so 
the body of the cheque is all in the same handwriting, the banker 
will not be liable (c) . 

YOLo II. LL 
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4. So if a banker pays a cheque under circumstancea "hich 
are evidently 81ISpicious, he must bear t.he loss (d) 

(a) Yl1II'Ag T. Grot~ • • Bing .. 253.. Hall T. Fllller,6 1l.4' C., '150 
(6) HaU T. Fuller. 5 B. & C •• '150 
(c) You"g T. Grou •• Bing .• 253 
(4) Sclloky T. RallUoott-. ! Camp., .85. The drawer had tom 

the cheque into four pieees, and throW'll them away. A per90D 

found the pieces, pasted them together. and presented the eheq me. 
The bauker paid it, and was held liable 

90. 1. A banker must pay his cnst.omer·s cheques strictly 
in the order in which they are notified, communicated, or presented 
to him for payment (a) 

2. He must debit. his customer's account. with cheques on the 
da! they are notified or paid, and not on the day t.hey are drawn (b) 

3. Sums paid by a banker extinguish the debta created by 
aums paid to him in strict chronological order (a) 

(a) BobIOfI T. Bemutt,! Taunt.,388. Clay_', _. 1 Mer .. 572. 
BO<U,,1Ia. T. PII,..,Nu. ! B. & AId., 39. Kwhy T. Willi4 .. , 5 B. & 
Ald.. 816. Pm~U T. D~ffeU, • De G. IL & G., lin Broaky 1'. 

B,.RtOfl, L. R., 6 Eq., 275 
(b) Goodbody T. FOBUr, Byles, 8th ed., p. 25 

91. 1. U a banker having funda of his customer wrongfully 
dishonours his cheque or bill made payable at the bank, 80 that 
the customer soffers damage, he baa an action against. the banker 
for such damage (a) 

2. But.such special damage must be laid and proved (b) 
S. U the customer becomes bankrupt in consequence of the 

wrongful dishonour of his cheques, his assignees have an action 
against the banker 

4. The holder of the cheque or bill may sue the banker on the 
instrument 

(a) Marutti T. Willia ..... l B. & Ald.. n5. Bali. T. Stncartf, L.l. 
(b) DGria T. TM Boyal BrituA Bad, TM Ti-. July 10, 1~ 

92. 1. The holder of a cheque is Dot entitled to enlarged 
time by presenting it throngh an agent 

He must therefore Pay a pla;11 cheque into his banker's the 
aame day that he receives it, and the banker haa all the next day 
to present it, beiDI": the same time that the holder haa (a) 
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2. Receiving a cheque payable to order does not enlarge the 
time for presentment (b) 

3. But the holder of a crossed cheque which can only be paid 
through an &o<rent,has all the next day to pay it into his banker's, 
and the banker has all the next day after that to present it (a) 

(a) .l.kzalUler v. Burchfield, 3 Scott, N. It,' 655. Feinoici v. 
DetDar, Th8 Time$, Feb. 22, 1867 

(b) FeRwici v. Dewar, Th8 Time., Feb. 22, 1867 

93. 1. If the holder of a bill gives it up to the acceptor in 
exchange for his cheque, and the cheque is dishonoured, he may 
give notice of dishonour of the bill, and sne t.he drawer and 
indorsers; and t.he bill may be declared on as a lost bill (a) 

2. A London. banker is not guilt.yof negligence in giving up 
bills remitted to him for collect.ion by his country correspondents 
to the acceptor, in exchange for his cheque, though it is dis
honoured (b) 

(a) Bidley v. Blue"tt, Peake, Ad. Ca., 62 
(b) BUI,eU v. HaR"" 6 T. B., 13 

94. If a creditor, being offered payment by his debtor's agenL 
either. in money or by his cheque, prefers his cheque, and t.he 
cheque is dishonoured, t.he debtor is st.illliable .. 

Everett v. ColUm, II Camp., 616 

95. 1. If a cheque is gi\"en on a fraudulent misrepresentation 
of facts (a): or on a verbal condition which the drawcl nuds is to 
be broken (b): he may stop payment of the cheque . . 

2. But he is liable to an innocent holder for value (e) 
.. (a) Milll v. Oddy, 3 DowL, 722 

(b) WieRhoU v. Spitta, 3 Camp., 375 
(e) WatsoR V. Bussell, 3 B. & S., st 

96. 1. A cheque may be presented any time within six years 
of its date to charge t.he banker, and the drawer, if t.he banker 
does not fail (a) . . 

2. If the banker fails wit.h sufficient funds of his customer to 
meet the cheque, the same rnle applies to cheques as to bank 
notes, t.he payee must present it-within b8.nking hours, 'or remit it 
by post the day after he receiv('s it j otherwise it is lachu and ho 
must bear the loss (b) 

LL 2 



516 TnEORY AND PRACTICE OF BANKING 

s. If the cheque is indorsed away, the drawer's liability is 
discharged after banking hours of the day after he has issued it : 
and the liability of each indorser in succession is discharged after 
banking hours of the day after he has indorsed it 

4. If the drawer has not funds to meet the cheque in his 
banker's hands whellhe fails, he is liable immediately 

(a) Serle v. Norton, 2 Moo. & B., 401. Robinson v. HawTr,.'ortl. 
9 Q. B., 52. Laws v. Rand, 3 C. B. N., 442 

(b) Bishop v. Chitty, 2 Stra., 1195. Appleton v. Sweetapple, S 
Doug., 137. Rickford v. Ridge, 2 Camp., 537. Buching v. -, 
Holt's N. P., S15n. Pocklington v. Sylvester, Ch. & flu., 9th edit .• 
S85. Maule v. Brown, 5 Scott, 694. Bailey v. Bodcllham, 16 O. B., 
N. S., 288 

97. The transferee of an overdue cheque is not subject. to 
the equities of the transfero!, as the transferee o( an overdue bill 

. Rothschild v. Corney, 9 B. & C., S88 

98. If a customer pays into his account a cheque d.rawn upon 
the banker by another customer; and the banker takes it without 
engaging to pay it, he may receive it as the agent of the holder, 
and has the same time to present it and consider if he will pay it. 
as if it were' drawn upon another banker 

Boyd v. Emerson. 2 A. & E., 184 

99. A cheque drawn by several persons as a collateral 
security is a joint, and not a joint and several, liability 

Other v. Ivuon, S Drew., 177 

100. A change in the names on the cheques supplied by a 
banking firm to their customers is sufficient notice to them of the 
change of ~he partners 

BarfOTC v. GoodaU. 8 Camp., 46 

101. 1. If a customer has an acconnt of a fiduciary nature, 
such as Trustee, Execntor, or otherwise, a banker may not refuse 
his cheques on the account, because he may believe tha.t the 
customer intends to apply the funds in a breach of trust (a) 

2. And' he will not be liable to the cBstui gue trust if he is not 
privy to the breach of trust (b) 
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S. But if he acts in concert, agreement, or collusion with his 
customer iIi committing the breach of trust; and especially if he 
obtains some benefit by it, as by his customer paying a debt of his 
own to him by means of cheques drawn on the trust account, he 
must replace the trust fund (b) 

4. The Statute of Limitations does not apply to a banker 
misapplying a trust fund (c) 

(a) Keane v. Robarts, 4 Mad., 332. NicholsClrl v. Knololes, /) Mad., 
47. Fyler v. Fyler, 3 Beav., 550. Loc~wooa v. Abdy, 14 Sim.,4S7. 
Maw v. Pearson, 28 Beav., 196. Gray v. Johnston, L. R., 3 H. L., 1 

(b) HiU v. Simpson, 7 Ves., 152. Keane v. Robarts, 4 Mad., 3SS. 
WilBon v. Moore, 1 My. & K., 126, 137. Pa'llnelZ v. Hurley, 2 Call., 
C. C., 240. Fyler v. Fyler, 3 Beav., 550. Bodenham v. Hoskyns, 
2 De G. M. Be G., 903. Briagman v. Hin,14 Beav., 502. Haray v. 
Caley, 53 Beav., 565 

(c) Briagman v. Hill, 24 Beav., 302 

102. If an account in a bank stands in the name of several 
persons, unless there bea special contract with the banker to the 
contrary- ' 

1. 1. If they be regarded in law as one person, such as 
partners (a): executors or' administrators (b): each may draw 
cheques, and payment to one is payment to all 

2. Even after a dissolution' of partnership and a receiver has 
been appointed to collect the partnership debts (c) 

S. But if one draws a cheque the others may 'countermand 
it (d) 

(a) Anon., 12 Mod., 446. Henderson v. Wiltl., 2 Camp., 560. Du.IJ 
v. East India Co., 15 Ves., 198. Hope v. Cust, oited l'East;, 55. 
Porter v. Taylor, 6 M. & S., 156. Tomlin v. Lawrance, 3 Mo. & 
Pa., 555. King v. Smith, 4 C. & P., 108 
_ (b) Pona v. Underwood, 2 Ld. Raym., 1210. Carr v. Read, 3 
Atk., 695.' Jacome v. HanDooa, 2 Ves., 265. Allenv. Dun~, 5 T. 
R.,125. E:c parte Rigby, 19 Ves., 462. Gaunt v. Taylor, 2 HIll1l, 
413. Smith v. Everett, 27 Beav., 446 

(c) Duffv. East India Co., 15 Ves.,198. Porter v. Taylor,6 M. 
& S., 116. King v. Smith, 4 C. & P., 108 

(a) Gaunt v.Taylor, 2 Hare, 415 

2. nut iBhey be not regarded in law as olle persoD, such as 
Trustees (a): or Assignees of a bankrupt (b): all must sign. 
Directors of a company must sign as directors (c): and payment 
Jo less than alL will not .discharge the banker 
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(a) E:e parte Rigby, 19 Ves., 462. Stone v. Marsh, 6 B. & C., 
551. Husband. v. Davu, 2 Low. M. 8! P., 50 

(b) Oarr v. Read, "3 Atk., 695. Inne, v. Stephemon, 1 Mo. &I 
Rob.,U5. 

(e) Serrell v. Del'by.lii,.e IIy. 00., G. C. B., 811 

3. If any of the assignees or trustees die the right rem!l.ins 
with the survivors: and if any become disqualified, as byab3coud
ing, going to reside abroad, equity will direct the funds to be paid 
to the remaining ones 

Staplel v. Staple.; Shortbrid.ge'. CaBe, 12 Ves., 28. E:e part' 
Oollim, 2 Cox, Eq. Ca., 427. E:e pal·te Ilunter, 2 Rose, 863. 13 
& 14 Viet. (1850), o. 60, B. 22 

103. 1. If a banker, either at the request ora customer, or 
when a cheque is presented by the holder or his agent, places a 
.. mark" on it as by his initials, signifying that the cheque is good 
and will be paid, such" mark to is a legal acceptance of the cheque 
by the banker (a) 

2. A cheque so It marked to or accepted becomes a bank note of 
the banker who makes it (b) 

(a) Robson v. Bennett, 2 Taunt., 888 
(b) 7 & 8 Viet. (1844), o. 32, B. 11. 17 & 18 Viet. (1854), eo 88, 

B. 11. 83 &I 34 Viet. (1870), o. 97, B. 45 

104. i. A banker must not pay any cheque of his customer 
presented after he has received notice of his having committed an 
act of bankruptcy (a), or of his death (b) . 

2. Payment of cheques notified or presented before such notice 
are good, and may be enforced by the holder; but payments after 
such notice are bad and will not discharge the banker (c) 

(a) 1 .Tao., 1, o. 15, B. 14. Vernon v. Hankey, B T. R., 119 
(b) Tate v. Hilbert, 2 Ves., jun., III 
(e) 12 & 18 Viet. (1849), o. 106, B. 133. Bromley v. Brullton, L. 

B., 6 Eq., 275 

105. 1. If a banking company has several branches, each 
with its own customers and accounts, each branch is considered as 
an independent bank, for the pW'pose of receiving and transmitting 
notice (a) 

2. Each branch must collect its own cheques and bills. and 
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time will not be enlarged so as to permit it to collect them through 
its head office (b) 

(a) Corlett v. ;rOM.; Clode v. Baileu, 12 M. & W., G1 
(b) Woodland v. Fea" 7 E. & B., 619 

106. If a person changes a cheque as a favour for another 
person, and if the cheque be duly presented and dishonoured, ho 
may give notice of dishonour, and recover the money 

WoolaRd v. Ft.a" 7 E. & D., 619 

107. 1. A Letter of Oredit is a written request by one 
person to another requesting the latter to give credit toa pel'Son 
narned in it 

2. If the request is unconditional, it is termed an Open 
Oredit 

s. If the request be on the condition that bills of lading 
be deposited as collateral security it is termed a Document 
Oredit 

4. A Marginal letter of credit is one by which .0. person 
narnell in the margin guarantees to another person that he shall 
receive credit from, or have his bills accepted by, another person 

108. 1. I.etters of credit must be stamped as bills 
. 2. Except letters of credit, whether in sets or not, sent b:t 
persons in the United Kingdom to persons abroad., authorising 
drafts on the United Kingdom 

ss & S{ Vic' •. (1870), 0. 97, B. 48, § I, and sched. 

109. 1. If a banker pays a letter of credit upon a forged 
signature he is liable (a) 

2. ~he 16 & 11 Vict. (185S), 0.59, s. 19, does not protect a 
banker paying a letter of credit with a forged signature (b) 

. (a) 0" v. Union Bank qf Scotland, 1 Macq., H. L. Ca., 613 
·:(b) Bri'il1& Linen Co. v. Caledonian Insurance Co.,4 Macq., H. 

L. Ca., 107 

110. 1. If a person obtains a letter of credit from a banker 
:for a 18Uin . pp.id .down, he may demand repayment without pro
ducing the letter 
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2. The banker can only prove payment by producing the drafL 
of the person in whose favour it is drawn 

Ol-r v. Union Bank of Scotland, 1 Macq., H. L. Ca., 513 

111. The indorsee of a marginal letter of credit, not being 
on the face of it a document credit, is not bound in the absence 
of notice to inquire whether it is being used fOl' the purpose for 
which it is granted 

Maitland v. Chal·tered Mercantile Bank of India, London, and 
China, 2 Hem. & Mill., ~40 

112. 1. The holders of a banker's circular letters ma-y demand 
payment of_them fro.m himself, as well as from his correspondents 
abroad 

2. But he is not bound to cash them unless they are returned 
. to him, or he receives an indemnity 

Conflane Stone Quarry Co. v. Parker, L. R., 8 C. P., 1 

113. The following are exempt from stamp duty-
1. Any draft or order drawn by any banker upon any other 

banker, not payable to bearer or order, and used solely for the 
purpose of settling or clearing any account between such banker 

2. Any letter written by a banker to auy other banker direct
ing the payment of any 8um of money, the same not being payable 
to bearer or to order, and such letter not being sent or delivered 
to the person to whom payment is to be made, or to any person 
on his behalf . 

83 & 84 Viot. (1870), B. 97, BOhed. 

Oro88ea Clwques 

114.· 1. Where a cheque bears across its face au addit.ion of
(a) TIie words" and company" or any abbreviation thereof 

between two parallel transverse lines, either with or 
without the words" not negotiable"; or 

(b) Two parallel transverse lines simply, either with or 
without the words" not negotiable" j 

that addition constitutes a crossing, and the cheque is crossed 
generally 
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2. Whel;e a cheque bears across its face an addition of the 
,name of a banker, either with or without the words" not negoti
able," that addition constitutes a crossing, and the cheque is 
crossed specially and to that banker . 

115. • 1. A cheque may be crossed generally or specially by 
the drawer 

2. Where a cheque is uncrossed, the holder may cross it 
generally or specially 

3. Where a cheque is crossed generally the holder may cross it 
specially , 

4. Where a cheque is crossed generally or specially, the holder 
may add the words" not negotiable " 

5. Where a 'cheque is crossed specially, the banker to whom 
it is crossed may again cross it specially to another banker for 
collection ' 

6. Where an uncrossed cbeque, or a cheque crossed generally, 
is sent to a banker for collection, he may cross it, specially to 
himself " 

116.· A crossing authorised by this Act is a material part of 
the cheque; it shall not be lawful for any person to obliterate or, 
except as authorise,d by this Act, to add to or alter the crossing 

117.- L Where a cheque is crossed specially to more than 
one banker except when crossed to an agent for collection being a 
banker, the banker on whom it is drawn shall refuse payment 
thereof . 

2. Where the banker on whom a cheque is drawn which is so 
crossed nevertheless pays the same, or pays a cheque crossed 
generally otherwise than to a banker,or if crossed specially other
wise than to the banker towhqm it is crossed, or his agent for 
collection being a banker, he is liable to the true owner of the 
cheque for any loss he may sustain owing to the cheque having 
been so paid 

Provided that where a cheque is presented for payment which 
does not at the time of presentment appeal'. to be crossed" or to 
have had a crossing which has been obliterated, or to have been 
added to or altered otherwise than as authorised by this Act, the 
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banker paying the cheque in' good faith and without negligence 
shall not be responsible or incur any liability, nor shall the pay
mentbe questioned by reason of the cheque having been crossed, 
or of the crossing having been obliterated or having been added 
to or altered otherwise than as authorised by this Act, and of pay
ment having been made otherwise than to a banker 01' to the 
banker to whom the cheque is or was crossed, or to his agent for 
collection being a banker, as the case may be 

118.· Where the banker, on whom a crossed cheque is drawn, 
in good faith and without negligence pays it, if crossed generally, 
to a banker, aud if crossed specially, to the banker to whom it is 
crossed, or his agent for collection being a banker, the banker 
paying the cheque, and, if the cheque has come into the hands of 
the payee, the drawer, shall respectively be entitled to the same 
rights and be placed in the same position as if payment of the 
cheque had been made to the true owner thereof 

119.· Where a person takes a crossed cheque which bears on 
it the words" not negotiable," he shall not have and shall not be 
capable of giving a better title to the cheque than that which the 
person from whom he took it had 

120.· Where the banker in good faith and without negligence 
receives payment for a customer of a. cheque crossed generally or 
specially to himself, and the customer has no title or a defective 
title thereto, the banker shall not incur any liability to the true 
owner of the cheque by reason only of having received such 
payment ' 

Stamp Duties on Bank Notes, Bills 0/ EuhanU' and Promis80ry 
Notes, at present in/orcs. (88 d: 84 Viet. (1870), c. 97) 

On Bank Notes 
121. By the above Stamp Act it is enacted, s. 45-
"The term 'banker' means and inclndes any corporation, 

IIOciety, partnership, and persons, and every individual pelson 
carrying on the business of bonking in the United Kingdom" 

Tbll term" bank note" means and includes- ' ) .;. . 
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(1) CC Any bill of exchange or promissory note issued by nny 
banker, other than the Governor and Company of the Bank 01 
England, for the payment of money not exceeding one hundred 
pounds to the bearer on demand" 

(2) "Any bill of exchan.:,1Y6 or promissory note so issued which 
entitles, or is intended to entitle, the bearer or holder thereof, 
without indorsement, or without any further or other indorsement 
thm may be thereon at the time of the issuing thereof, to the 
payment of money not exceeding one hundred pounds on demand, 
whether the same be so expressed or not, and in whatever form, 
and by whomsoever such bill or note is drawn or made .. 

S. 46.-" A bank note issued duly stamped or issned un
stamped by a banker duly licensed, or otherwise authorised to 
issne unstamped bank notes, may be from time to time re-issned 
without being liable to any stamp dnty by reason of snch 
re-issuing .. 

S. 47, 1.-" If any banket: noli being duly licensed or other
wise authorised to wne unstamped bank notes, issnes, or canses 
or permits to be issned, any bank note not being duly stamped, 
he shall forfeit the sum of .£50 .. 

2. cc If any person receives, or takes any snch bank note in 
payment or as a security, knowing the same to have been issned 
unstamped contrary to law, he shall forfeit the sum of .£:20 .. 

Dutiu on Bank Nolu 
11 .. do 

For money not exceeding'£l 0 0 5 
Exceeding .£1 and not exceeding .£2 0 o 10 

n .£2 " .. .£5 0 1 S 

" 
.£5 .. " 

.£10 0 1 9 

" .£10 " " 
.£20 0 2 0 

" 
.£20 

" .. .£30 0 S 0 

" 
.£30 

" .. .£50 0 :; 0 

" .£50 " " .£100 0 8 6 

Bill., alld Nottll 

S. 48, 1.-" The term' Bill of Exchange' for the pUrp()3CS of 
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tills Act inc1udes also draft, order, cheque, and letter of credit, 
and any document or writing (except a bank note) entitling or 
purporting to entitle any person, whether named therein or not, 
to payment by any other person of, or to draw upon any other 
person for, any sum of money therein mentioned" 

2.-" An order for the payment of any sum of money by a bill 
of exchange or promissory note, or for the delivery of any bill of 
exchange or promissory note, in satisfaction of any sum of money, 
or for the payment of any sum of money, out of any particular 
fund which mayor may not be available, or npon any condition or 
conditions which mayor may not be performed or bappen, is to 
be deemed for the purposes of this Act a bill of exchange for the 
payment of money on demand" 

S._CI An order for the payment of any sum of money weekly, 
monthly, or at any other stated periods; and also any order for 
the payment by any person at any time after the date thereof of 
any sum of money, and sent or delivered by the person making 
the same by the person to whom the payment is to be made, and 
not to the person to whom the payment is to be made, or to any 
person on his behalf, is to be deemed for the purposes of this Act 
a bill of exchange for the payment of money on demand" 

S. 49, 1.-" The term' Promissory Notes' means and includes 
any document or writing (except a bank note) containing a 
promise to pay any sum of money" 

2.-" A note promising the payment of any sum of money out 
of any particular fund which mayor may not be available, or upon 
any condition or contingency which mayor may not be performed 
or happen, is to be deemed for the purposes of this Act a pro
missory note for the said sum of money" 

S. 51, 1.-"'The ad valorem duties upon bills of exchange and 
promissory notes drawn or made out of the United Kingdom are 
to be denoted by adhesive stamps" 

2. "Every person into whose hands any such bill or note 
comes in the ,United Kingdom before it is stamped shall, before 
he presents fo~ payment, or indorses, transfers, or in any manner 
negotiates, or P~SUCh bill or note, affix thereto a proper adhesive 
stamp, or prope adhesive stamps of sufficient amount aud cancel 
every stamp so ed thereto" 
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S. Provided as follows-
(a) "If at the time when any such bill or note comes into 

the hands of any bonafide holder thereof there is affixed thereto 
an adhesive stamp effectually obliterated, and purporting and 
appearing to be duly cancelled, such stamp shall, so far as relates 
to such holder, be deemed to be duly cancelled, although it may 
not appear to have been so affixed or cancelled by the proper 
person" . 

(b) "If at the time when any such bill or note comes into the 
bands of any bOlla fide holder thereof there is affixed thereto an 
adhesive stamp not duly cancelled, it shall be competent for such 
holder to cancel such stamp as if he were the person by whom it 
was affixed, and npon his doing so such bill or note shall be 
deemed duly stamped, and as valid and available as if the stamp 
had been duly cancelled by the person by whom it was affixed" 

4. "But neither of the foregoing provisoes is to relieve any 
person from any penalty incurred by him for not cancelling any 
adhesive stamp" 

S. 52.-" A bill of exchange or promissory note purporting to 
be drawn or made out of the United Kingdom is, for the purposes 
ot this Act, to be deemed to have been so drawn or made, althougll 
it may in fact have been drawn or made within the United 
Kingdom" -

Dutie8 payable on Billa and Note8 

Bill of Exchange payable oil. demand 
Bill. of Exchange of any other kind whatso

ever (except a Bank Note), and Promissory 
Note of any kind whatsoever (e:ccept a Bank. 
Note), drawn or expressed to be 1>ayable, or 
actually paid, or indorsed, or in any manner 
ne~otiated in the United Kingdom. Where 
the amount or value of the money for which 
the Bill or Note is drawn or made does not 
exceed £5 ... . ... 

Exceeds £5 and does not exceed £10 
.. £10" lie £25 
.. £25 It .. £50. 

£ L 11. 

001 

01)1 
00:1 
003 
o 06 
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Exceeds £50 and does not exceed £75 
" £75" ,,£100 

.!!'or every £100, and also for any fractional 
part of £100 of such amount or value •.. 

;8 .,' d. 
o 0 9 
o 1 0 

o 1 0 

S. 55,-" When a bill of exchange is drawn in a sct according 
to the custom of merchants, and one of the set is duly stamped, 
tlie other or others of the set shall, unless issued or in some 
manner negotiated apart from such duly stamped bill, be exempt 
from duty: and upon proof of the loss or destruction of a duly 
stamped bill, forming one of a set, any other bill of the set which 
has not been issued or in any manner negotiated apart from such 
lost or destroyed bill, may, although nnstamped, be admitted in 
,evidence to prove the contents of such lost or destroyed bill" 

Capacity and Authority of Parties 

122.* 1. Capacity to incur liability as a party to a bill is 
co-extensive with capacity to contract 

Provided that nothing in this section shall enable a corporation 
to make itself liable as drawer, acceptor, or indorser of a bill unless 
it is competent to it so to do nnder the law for the time being in 
force relating to corporations 

2. Where a bill is drawn or indorsed by an infant, minor, or 
corporation having no capacity or power to incur liability on a 
bill, the drawing or indorsement entItles the holder to receive pay
ment of the bill, and to enforce it against any other party thereto 

123.- No person i8liable as drawer, indorser, or acceptor of 
a bill who has not signed it as such: Provided that 

1. Where a person signs a bill in a trade or assumed name, he 
is liable thereon as if he had signed it in his own name: 

2. The signature of the name of a firm is equivalent to the 
signatnre by the person 80 signing of the names of all persons 
liable as partners in that firm 

On the Form of Bills and Noles 

124. - 1. An inland bill is a bill which is or on the face of it 
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purports to be (a) both drawn and payable within the British 
Ilands, or (b) drawn within the British Ilands upon some person 
resident therein. Any other bill'is a foreign bill 

For the purposes of this Act "British Ilands" means any 
part of the United Kingdom of Great Britain and beland, the 
ilands of Man, Guernsey, Jersey, Alderney, and Sal'k, and th~ 
Hands adjacent to any of them being part of the dominions of 
Her Majesty , 

2. Unless the contrary appear on the face of. the bill 'the 
holder may treat it as an inlaud bill ' 

125. No particular form of words is n~cessary for a Bill or 
Note 

2. It may be written in any language and on any material i 
and in pencil (a) na well as in ink 

(a) Geary v. Physick, I) B. & 0., 2M 

126. It is usual, but not necessary, to insert the name of 
the place where the bill or note is. made; if there is no date it 
will be considered as dated at the time it is made 

De Za Courtier v. Bellamy, 2 Show., 422. Ha!fU6 v. Frll1lCh, 3 B. 
& P., 173. Giles v. Boume, 6 M. & S., 73 

127. Bills and Notes were formerly specialties under seal i 
and therefore no consideration was required to be expressed in 
them: the same principle holds good now that the formality of 
sealing is dispensed with, and they. are in the form of mere simple 
contracts 

White v. Ledwick, 4 Doug., 247. Gran. v. Da Costa,S M. & S., 
351 ' 

128.· ,An instrument which orders any act to be done in 
addition t,o the payment of money, is not a bill of exchange 

An order to payout of a particular fund is not unconditional 
within the meaning of this section; but an unqualified order to 
pay, coupled with (a) an indication of a pRlticular fund out of 
which the drawee is to're-imburse himself or a particUlar account 
to be debited with the amount, or (b) a statement of the transac~ 
tion which gives rise to the bill, is unconditional 
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129.· A bill is not invalid by reason
(a) That it is not dated; 
(lI) That it docs not specify the value given, or that any value 

has been given therefor; 
(c) That it does not specify the place where it is drawn or tho 

place where it is payable 

130. A bill must not be payable on a contingency (a)
The happening of the contingency before action brought does 

not cure the defect (lI) 
(a) PearBon v. Garrett, 4 Mod., 242. Beardsley v. Baldwin, 2 

Stm., 1151. CarloB v. Fancourt, 5 T. B., 482. Roberts v. Peake, 
Burr., 323. Leeds v. Lancashire, 2 Camp., 205. Williamson v. 
Bennett,2 Camp., 417. Hill v. Halford, 2 B. & P., 413. Hartley 
v. Wilkinson,4 Camp., 127. Clarke v. Perceval, 2 B. & Ad., 6GL 
Drury v. Macaulay, 16 M. & W., 146. .Alezander v. Thom;u;, 16 Q. 
B., 333. Palmer v. Pratt, 2 Bing., 185. Worle!l v. HamBon, S A. 
& E., 669. Robins v. May, 11 A. & E., 214 

(b) Hill v. Halford, 2 B. & P., 413 

131.* 1. Where a bill is not payable to bearer, the payee 
must be named or otherwise indicated therein with reasonable 
certainty 

2. A bill may be made payable to two or more payees jointly, 
or it may be made payable in the alternative to one of two, or 
one or some of several payees. A bill may also be made· payable 
to the holder of an office for the time being 

S. Where the payee is 8 fictitioUB or non-existing person the 
bill may be treated as payable to bearer 

132. 1. A bill drawn payable to -, or order, is void (a) 
2. But a bona flile holder for value may inserli his own name in 

it, and sue the parliies to it (b) 
(a) 1Ze21 v. Riehards, B. & B. C. C., 193. 1Ze21 v. RandaU, R. & 

B. C. C., 195 
(b) Crutchley v. Claranct, 2 M. & S., 190. .Attwood v. Griffin, R. 

aM., 225. Crutchley v. Mann., 8 Taunt., 529 

133. If the ~awer of a bill inserts th~ name of a fictitious 
payee without the ~eptor's knowledge, and indorses it in the 
lll\IIle of the fictitious,-ayee, the holder cannot Bue the acceptor (a) 
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But if the acceptor knew that the payee was fictitious, the 
holder may sue him on it as payable to bearer (~) 

(a) Bennett v. FarneU, 1 Camp., 130 
(b) Tatrock v. Harris, 3 T. R., 174. Ver, v. LewiB, 3 T. R., 182. 

Mimt v. Gibson, 3 T. R., 481: affirmed in Dam. Proc., 1 H. Bla., 
569 . 

134. The event must certainly happen: though the time 
when it may happen is uncertain 

Colehan v. Cooke, Willes, 393. Ro.i!ey . v. GreenweZZ, 10 A. & E., 
222. Andrews v. Franklin, 1 Stra., 24 

135. A man may draw a bill upon, or make a note payable 
to himself, and when indorsed in blank it becomes payable to. 
bearer 

Starke v. Cheesman, Carth., 508. Dehers v. Harriot, 1 Show., 
163. Robinson v. Bland, 2 B., 1077. Richards v. Macey, 14 M. & 

. W., 484. Browne v. De Winton; Gay v. Lander, 6 C. B., 336. 
Wood v. Mytton, 10 Q. B., 805. Magor v. Hammond, cited in: 
Harvey v. Kay, 9 B. & C., 364. Roach v. Ostler, 1 Man. & By., 
120. Miller v. Thompson, 3 M. & G., 576 

136. A bill, though accepted, is of no force without the 
drawer's signature, either as a bill or note 

Stoessigerv. S. E. Ry. Co., 3 E. & B., 553. Goldsmid v. Hampton, 
5 C. B., N. S.,94. MaccaZZ v. Taykir, 34 L. J., O. P., 365. Res 
v. Hart, 6 O. & P., 106 

137. If an instrument is made in terms so ambiguous that it 
is doubtful whether it is a bill or note, the holder may treat it as 
either 

Peto v. Reynolds, 9 Ex., 410 •. Armfield v. AllpOTt, 27 L. J., Ex., 
42. Fielden v. Marshall, 9 O. B., N. S., 606. ShuttlewOTth v. 
Stevens,1 Camp., 407. Allan v. Ma1&8011, 4. Camp.,1l5. Gray v. 
Milner, 8 Taunt., 739. Miller v. Thompson, 3 M. & G., 576 

138.· 1. When a bill contains words prohibiting transfer, or 
indicating an intention that it should not be transferable, it is 
valid as between the parties thereto, but is not negotiable 

2. A negotiable bill. may be payable either to order or to 
bearer . 

3. A bill is payable to bearer which is expressed to be sO' pay-

VOL. II MM 
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able, or on which the only or last indorsement is an indorsement in 
blank 

4. A bill is payable to order which is expressed to be so pay
able, or which is expressed to be payable to a particnlar person, 
and does not contain words proh.ibiting transfer or indicating an 
intention that it should not be transferable 

5. Where a bill, either originally or by fndorsement, is ex-. 
pressed to be payable to the order o( a specified person, and not 
to him or his order, it is nevertheless payable to him or his order 
at his option 

139.· The sum payable by a bill is a sum certain within the 
m.eaning of this Act, although it is required to be paid

(a) With interest 
(b) By stated instalments 
(e) By stated instalments, with a provision that upon default 

in payment of any instalment the whole shall become due 
(d) According to an indicated rate of exchange or according 

to a rate of exchange to be ascertained as directed by the bill 
1. Where the sum payable is expressed· in words and also in 

figures, and there is a discrepancy between the two, the sum 
denoted by the words is the amount payable 

2. Where a bill is expressed to be payable with interest, 
nnless the instrument otherwise provides, interest runs from the 
date of the bill, and if the bill is undated from the issue thereof 

140.· 1. A bill is payable on demand-
-(a) Which is expressed to be payable on demand, or at sight, 

or on presentation; or 
(b) In which no time for payment is expressed 
2. Where a bill is accepted or indorsed when it is overdue, it 

shall, 118 regards the acceptor who so accepts, or any indorser wh" 
so indorses it, be deemed a bill payable on demand 

141.· A bill is payable at a determinable future time within 
the meaning 'o,~ this Act which is expressed to be payable-

1. At a fix~ period after date or sight . 
2. On or at \ fixed period after the occurrence of a specific!! 
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event which is certain to happen, though the time of happening 
may be uncertain 

An instrument expressed" to be payable on a contingency is 
not a bill, and the happening of the event does not cure the defect 

142. - Where a bill expressed to be payable at a fixed period 
after date is issued undated, or where the acceptance of a bill pay
able at a fixed period after sight is undated, any holder may insert 
therein the true date of issue or acceptance, and the bill shall be 
payable accordingly 

Provided that (1) where the holder in good faith and by mis
take inserts a wrong date, and (2) in every case where a wrong" 
date is inserted, if the bill subsequently comes into the hands of a 
holder in due course the> bill shall not be avoided thereby, but 
shall operate an!! be payable as if the date so inserted had been 
the true date 

" 143.- 1. Where a bill or, an acceptance or any'Indorsement 
on a bill is dated, the date shall, unless the contrary be proved, be 
deemed to be the true date of the drawing, acceptance,-or indorse
ment, as the case may be 

2. A bill is not invalid by reason only that it is ante-dated or 
post-dated, or that it bears date on a Sunday 

144.- The draweJ; of a bill and any indorser may inselt 
therein the name of a person to whom the holder may resort 
in case of need, that is to say, in case the bill is dishonoured by 
non-acceptance or non-payment. Such person is ca.lled the referee: 
in case of need. It is in the option of the holder to resort to the 
referee ~n case of need or not. as he may think fit " . 

145. - The drawer of' a bill, and any indorser,' may insert 
therein an, ,p.xpress stipulation-,- ' 

1. Negativing or limiting his own liability to the holder: 
2. Wai ving as regards himself some or all oithe holder's duties 

146.* 1. Where Ii simple signature on a blank stamped paper 
is delivered by the signer in order that it'may be converted into a 
bill, it operates as a prima facie I'uthority to fill it ull as a com.: 

MM2 
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.ple~e bill·for any amount the stamp will cover, using the signature 
for that of the drawer, or the accep~or, or au indorser; and, in 
like manner, when a bill is ·wanting in any material particular, the 
person in possession of it has a prima facie au~hority to fill up the 
omission in any way he thinks fit 

2. In order that any such instl'!lment when completed may be 
enforceaole against any person who becomes a party thereto prior 
to its completion, it must be filled up within a reasonable time, 
and strictly in accordance with the authority given. Reasonable 
time for this purpose is a question of fact 

Provided that if any such instrument after completion is 
negotiated to a holder in due course it shall be yalid and effectual 
for all purposes in his hands, and he may enforce it as if it had 
been filled up within a reasonable time and strictly in accordance 
with the authority given 

147.· 1. Where a person sigus a bill as drawer, indorser, or 
acceptor, and adds words to his signature, indicating that he signs 
for or on behalf of a principal, or in a representative character, he 
is not personally liable thereon; but the mere addition to his 
signature of words describing him as an agent, or as filling a. 
representative character, does not exempt him from personal 
liability 

2. In determining whether a. signature on a bill is that oCthe 
principal or that of the agent by whose hand it is written, the 
constru(:tion most favourable to the validity of the instrument 
shall be adopted 

148.- 1. A bill may be drawn payable to, or to the order of, 
the drawer: or it may be drawn payable to, or to the order of, 
the drawee 

2. Where, in 8, bill, drawer and drawee are the same person, or 
where the drawee is 8 fictitious person, or 8 person not having 
capacity to contrFt, the holder may treat the instrument, at his 
option, either as 'a. bill of exchange or as a. promissory note 

149.· 1 .. 'l7·he drawee mnst be named or otherwise indicated 
in a. bill with ~eusonab)e certainty 
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2. A bilt" may be addl'essed to two or more drawees whether 
they are partners or not, but an order .addressed to two drawees in 
the alternative or to two or more drawees. in succession is not a 
bill of exchange 

150.· 1. An instrument in the form of a note payable to 
maker's order is not a note within the meaning of this section 
unless and until it is indorsed by the maker 

2. A note is not invalid by reason only that it contains also 
a pledge of collateral security with authority to sell or dispose 
thereof 

3. A note w:qich is, or on the face .of it purports to be, both 
made and payable within the British Ilands is an inlaud note. 
AJJ.y other note is a foreign note 

151.· The maker of a promissory note by making it
I. Engages that he will pay it according to its tenor; 
2. Is precluded from denying to a holder in due cotlrSe the 

existence of the payee and his then capacity to indorse 

152.· 1. Subject to the provisions in this part and; except as 
by this section provided, the provisions of this Act relating ·to 
bills of exchange apply, with the necessary modifications, .to 
promissory notes 

2. In applying those provisions the maker of a note shall be 
deemed to correspond with the acceptor of a bill, nnd the fil'St 
indorser of a note shall be deemed to correspond with the dra.wer 
of an accepted bill payable to drawer's order 

3. The following provisions as to -bills do not apply'to notes; 
namely, provisions relating to-

(a) Presentment for acceptance j 
(b) Acceptance; 
(c) Acceptance snpra protest i -

(d) Bills in a set 
4. Where a fore~gn note is dishonoured, protest thereof is 

uunece.ssary 

153.· 1. Every contract on a bill, whether it bl'the drawer's, 
the accfptor's, or an indorser's, is incomplete and revocable, until 
delivery of the instrnment in order to give effect thereto 
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Provided that where an acceptance is written' on a bill, and 
the drawee gives notice to or according to the directions of the 
person entitled to the bill that he has accepted it, the acceptance 
then becomes complete and irrevocable 

2. As between immediate parties, and as regards a remote 
party other than a holder in due course, the delivery-

(a) In order to be effectual must be made either by or nnder 
the authority of the party drawing, accepting, or indol'l!ing, as the 
case niay be : 

(b) May be shown to have been conditional or for a special 
purpose only, and not for the purpose of transferring the property 
in the bill 

But if the bill be in the hands of a holder in due course a 
valid delivery of the bill by all parties prior to him so as to make 
them liable to him is conclusively presumed 

S.-Where a bill is no longer in the possession of a party who 
has sigried it as drawer, acceptor, or iudorser, a valid and nn
conditional delivery by him is presumed nntil the contrary is 
proved 

154.· A promissory note is inchoate and incomplete nntil 
delivery thereof to the payee or bearer 

155.· 1. A promissory note may be made by two or more 
makers, and they may be liable thereon jointly, or jointly and 
severally according to its tenor 

2. Where a note rnns "I promise to pay" and is signed by 
two or more persons it is deemed to be their joint and several 
note 

156.· 1. Where a note payable on demand has been indorsed 
it must be presented for payment within a reasonable time of the 
indorsement. If it be not 80 presented the indorser is discharged 

2. In determining what is a reasonable time, regard shall be 
had to the nature of the instrument, the usage of tfllde, and the 
facts of the particular case 

8. Where a note payable on demand is negotiated, it is not 
deemed to be overdue, for the purpose of affecting the holder with 
defects pf tHie of which he had no notice, by ren80n that. it appeara 
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that a reasonable time for presenting it for payment has elapsed 
since its issue 

Liability of DraUNl' Dr IndfJf'sfW' 

157.- 1. The drawer of a bill by drawing it-
(a) Engages that on due presentment it shall be accepted and 

paid according to its tenor, and that if it be dishonoured he will 
compensate the holder or any indorser who is compelled to pay it, 
provided that the requisite proceedings on dishonour be duly 
taken; 

(b) Is precluded from denying to a holder in due conrse the 
existence of the payee and his then capacity to indorse 

2. The indorser of a bill by indorsing it-
(a) En~aes that on due presentment it shall be accepted and 

paid according to its tenor, and that if it be dishonoured he will 
. compensate the holder or a subsequenft indorser who is compelled 
to pay it. provided that the requisite proceedings on dishonour be 
duly taken; 

(b) Is precluded from denying to a holder in due course the 
genuineness and regularity in all respects of the drawer's signature 
and all previous indorsements ; 

(e) Is precluded from denying to his immediate or a sub
sequent indorsee that the bill was at the time of his indorsement 
a valid and subsisting bill. and that he had then a good title 
thereto 

158.· Where a person signs a bill otherwise than as drawer 
or acceptor, he thereby incurs the liabilities of an indorser to a 
holder in due conrse 

Rights 0/ 1M Holder 

159.- The rights and powers of the holder of a bill are as 
follows:-

1. He may Bue on the bill in his own name: 
2. Where he is a holder in due course, he holds the bill free 

from any defect of title of prior parties, as well as from mere 
persoual defences available to prior parties among themselves. and 
may enforce payment against all parties liable on the bill : 
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3. Where his title is defective (a) if he negotiates the bill to a 
holder in due course, that holder obtains a good and complete title 
to the bill, and (b) if he obtaius payment of the bill the person 
who pays him in due course gets n. vaiid discharge for the bilI 

Funds in Hands of JJrawee 

160.* 1. A bill, of itself, does not operate as an assignment 
of funds in the hands of the drawee available for the payment 
thereof, and the drawee of a bill who does not accept as required 
by this Act is not liable on the instrument. This sub-section 
shall not extend to Scotland 

2. In Scotland, where the drawee of a bill has in his hands 
funds available for the payment thereof, the bill operates as an 
assignment of the sum for which it is drawn in favour of the 
holder, from the time when the bill is presented to the drawee 

On the Consideration 

161. A Consideration is any loss or detriment to the plaintiff 
sustained at the request or for the sake of the defendant: or any 
benefit to the defendant moving from the plaintiff 

162.· 1. Valuable consideration for a bill may be consti
tuted by-

(a) Any consideration sufficient to support a simple contract; 
(b) An antecedent debt or liability. Such a debt or liability 

is deemed valuable consideration whether the bill is payable on 
demand or at a future time 

2. Where value has at any time been given for a bill the 
holdel; is deemed to be n. holder for value as regards the acceptor 
and all parties to the bill who became parties prior to such time 

3. Where the holder of a bill has a lien on it, arising either 
• from contract or by implication of law, he is deemed to be a 

holder for valne to the extent of the sum for which he has a lien 
The debt of a third person is good consid(,ration for which a 

person may bind himself by bill payable after date 
Popplewell v. Wilson, 1 Strll., 264. COOlILbs v. Ingram, 4 D. & R., 

211. Ridout v. Bristow, 1 C. & J., 231. Wilden v. Stevens, 15 M. 
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& W:, 208. Sowerby v. Butcher, 2 O. & M., 868. Balfour v. The 
Sea, F,ire, and Life Insu. Co., S O. B., N. S., 800 

163. But not for a bill or note payable on dema.nd, nnless 
lakeu in substitution for the other debt, 

Forth v. Stanton, 1 Wms., Saunders, p. 2100., note 0. Crofe v. 
Beale, 11 O. B., 172 

164. Cross acceptances for mutual o.ccommodation are re
spectively considerations for each other ' 

Rolfe v. Caslon, 2 H. Bla., 571. Rose v. SiJ1l8, 1 B. & Ad., 521. 
Cowley v. Dunlop, 7 T. R., 568 .. Buckler v. Buttivane, S East., 72. 
Cardwell v. Ma7'tin, 9 East., 190 

165. 1. If the bill or note has been given for an illegal 
consideration, or has been obtained by fraud, or duress, or lost, or 
stolen, the defendant may call upon the holder to prove the 
consideration he gave for it 

2. But not otherwise 
Mills v. Barber, 1 M. & W., 425. Percival v. Frampton, II O. M; 

& R., 180. Whitaker v. Edmunds, 1 A. & E., 63S. Jacob v. 
Hurgate, 1 Moo. & Rob., 445. Edmond. v. Groves, II M. & W., 642. 
Smith v. Mal·tin, 9 M. & W., 304. Fearn v. Filica, 7 M. & G., 513. 
Bingham v. Stanley, 2 Q. B., 117 

166.· 1. An accommodation party to a bill is a person who 
has sigped a 'bill as drawer, acceptor, 01' indorser, without receiving 
valqe ~herefor, and for the purpose of lending his name. to some 
other person ' 

2. An accommodation party is liable on the bill to a holder 
for vaJue; and it is immaterial whether, when such holder took 
the bill, he knew such party to be an accommodation party or not 

167.· A holder in due course is a holder who has taken a bill, 
. complete and regular on the face of it, under the following 
. conditions, namely-

(a) That he became the holder of it before it was overdue, 
and without notice that it had been previously dishonoured, if 
I\uch was the fact: . 

(b) That he . took the bill in good faith and for value, and 
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that at the time the bill was negotiated to him he had no notice 
of any defect in the title of the person who negotiated it 

2. In particular the title of a person who negotiates a bill is 
defective within the meaning of this Act when he obtained the 
bill, or the acceptance thereof, by fraud, duress, or force and fear, 
or other unlawful means, or for an illegal consideration, or when 
he negotiates it in breach of faith, or under such circumstances as 
amount to a fraud 

3. A holder (whether for value or not) who derives his title 
to a bill through a holder in due course, and who is not himself a 
palty to any fraud or illegality affecting it, has all the rights of 
that holder in due course as regards the acceptor and all parties to 
the bill plior to that holder . 

168.· 1. Every palty whose signature appears on a bill is 
prima facie deemed to have become a party thereto for value 

2. Every holder of a bill is prima faoie deemed to be a 
holder in due course; but if in an action on a bill it is admitted. 
or proved that the acceptanoe, issue, or subsequent negotiation of 
the bill is affected with fraud, duress, or force and fear, or ille
gality, the burden of proof is shifted, unless and until the holder 
proves that, subsequent'to the alleged fraud or illegality, value 
has in good faith been given for the bill 

On Presentation lor Acceptance 

169. The holder of an unaccepted bill should present it for 
acceptance as soon as possible 

If the drawee refuses acceptanoe the preceding parties become 
liable immediately 

If the holder is a mere agent he will be liable for any loss 
which may occur through his negligence to present 

A bill payable at sight or presentation is payable on demand 
If a bill is payable at any period after sight there is no right 

of action against anyone until presentment for acceptanoe 
Unless presentment for acceptance is made within reasonable 

time the holder loses his remedy against the preceding parties 
What is reasonable time is a mixed question of law and fact, 

and depends upon the circumstances of each particular case 
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The holder may put it into circulation without presenting it 
Muilmen v. D'Eguino, 2 H. Bla., 665. Goupy v. Harden, 7 

Taunt., 160. Fry v. Hill, 7 Taunt., 895: Btrakes v. Graham, 4 
M. & W., 721. Mellish v. Rawdon, 9 Bing., 416. Bhute v. Robins, 
1 M. & Mal., 133. Mullick v. Radakissen, 9 Moore, P. O. Ca., 46. 

170. Presentment'must be made to the drawer or his au
thorised agent 

a~ek v, Roper, 6 Esp., 176 

171. The drawee is entitled to have reasonable time, usually 
twenty-four hours, to consider whether he will accept or not. If 
he detains the bill longer than allowed by mercantile usage, he 
is held to have accepted it ' 

Ingram v. Foster, 2 Smith,242. HartJey v. Martin, 1 Cmnp., 425n 

172. If the drawee has changed his residence the holder 
must nse due diligence to find him 

Oullins v. Butler, 2 Stra., 1087. ~ateman v. Joseph, 12 East., 483 

173.· 1. Where a bill is payable' after sight, presentment 
for acceptance is necessary in order to fix the maturity of the 
instrument 

2. Where a bill expressly stipulates that it shall be presented 
for acceptance,'or where a bill is drawn payable elsewhere than 
at the residence or place of business of the drawee, it must be 
presented for acceptance before it can be presented for payment 

3. In no other case is presentment for acceptance necessary 
in order to render liable any party to the bill 

4. Where the holder of a bill; drawn payable elsewhere than 
at the place of business or residence of the drawee, has not time, 
with the exercise of reasonable diligence, to present the bill for 
acceptance before presenting it for payment on the day that it 
falls due, the delay caused by presenting . the bill for acceptance 
before presenting it for payment is excused, and does not discharge 
the drawer and indorsers 

174.* l. Subject to the provisions of this Act, when a bill 
payable' after sight is negotiated, the holder must either present 
it for acceptance, or negotiate it within a reasonable time 
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2. If he do not do so, the dra.wer and aU indorsers prior to 
that holder are discharged . 

3. In determining what is a reasonable time within the 
meaning of this sedion, regard shall be had to the nature of the 
bill, the usage of trade with respect to similar bills, and the facts 
of the particular case 

175.* 1. A bill is duly presented for acceptance which iE 
presented in accordance wit.h the following rules :-

(a) The presentment mllst be made by or on behalf of the 
holder to the drawee or to some person authorised to accept or 
refuse acceptance on his behalf, at a reasonable hour on a business 
day, and before the bill is overdue: 

(b) Where a bill is addressed to two or more drawees, who 
are not partners, present.ment must be made to them all, unless 
one has authority to accept for all, then present.ment may be made 
to him only: 

(c) Where the drawee is dead presentment may be made to 
his personal representative: 

(d) Where the drawee is bankrupt presentment may be made 
to him or to his trustee: 

(e) Where authorised by agreement or usage a presentment 
through the post office ill eufficient : 

2. Presentment in accordance with these rules is excused, 
and a bill may be treated as dishonoured by non-acceptance-

(a) Where the drawee is dead or bankrupt, or is 1\ fictitious 
person,or a person not having capacity to contract by bill : 

(b) Where, after the exercise of reasonable diligence, such 
presentment cannot be effected: 

(c) Where, although the presentment has been irregular, 
acceptance has been refused on some other ground 

3. The fact that the holder has reason to believe that the 
bill, on presentment, will be dishonoured does not excuse pre
sentment 

176.· When a bill is duly presented for acceptance, and is not 
accepted within the customary tilDe, the perSOll presenting it must 
treat it as dishonoured by non-acceptance. If he do not, the 
holder shall lose his right of recourse against the drawer and 
indorsers 
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177. - (1.) A bill is dishonoured by non-acceptance-
(a) When it is duly presented for acceptance, and such atl 

acceptance as is prescribed by this Act is refused or cannot be 
obtained -; or . 

(b) When presentment for acceptance is excused and the bill 
ill not accepted 

2. Subject to the provisions of this Act when a bill is dis
honoured by non-acceptance, an immediate right of recourse 
against the dl'awer and indorsers accrues to the holder, and no 
presentment for payment is necessary 

Of Acceptance 

178. Acceptance is, in general, an engagement to pay the 
bill when due in money 

Clark v. Cock. 4. Ea.st., 72. Bussen v. Phillip'. 14. Q. B., 891 

179.-1. The acceptance of all bills inland (a), and foreign 
(b), must be in writing on the bill, signed by the acceptor or Bome 
person duly authorised by him 

2. The mere signature of the drawee without additionai 
words is sufficient 

(a) 1 & 2 Geo. (1821). o. 78. o. 2 
.(b) 19& 20 Viet. (1856) o. 97. B.6 

180. The term" acceptance" includes delivery or notifica
tion of the fact of acceptance to the parties interested 

Co:z; v. Troy. 5 B. & Ald •• 4.74.. Chapman v. Cottrell. 84. L. J., 
Ex .• 186 

181.* It must not express that the drawee will perform his 
promise by any other means than the payment of money' 

182. - A bill may be accepted-
1. Before it has been signed by the drawer, 01' while other

wise incomplete: . 
2. When it is overdue, or after it has been dishonoured by a 

previous refusal to accept, or by non-payment: 
3. When a bill payable after Bight is dishonoured by non-
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acceptance, and the drawee subsequently accepts it, the holder, in 
the absence of any different agreement, is entiUed to have the bill 
accepted as of the date of first presentment to the drawee for 
acceptance 

183. 1. An acceptance once completed, i.6., by writing and 
delivery or notification, is irrevocable (a) 

2. But the drawee may cancel his signature before delivery 
or notification if he pleases (b) 

(a) Clarke v. Cock, 4 East., 57. Wynm v.Raikes, 5 East., 514. 
Powell v. Monnier, 1 Atk., 611. MendizabaZ v. Machado, 3 Moo. & 
So., 841. Fairlee v. Herring, 3 Bing., 625 

(b) C031 v. Troy, 5 B. & Ald., 474. The Bank oJ Van Dieman'. 
Land v. The Bank oJ Victoria, L. R., S Pro 0., 526 

184.· The acceptor ofa bill by accepting it--
1. Engages that he will pay it according to the tenor of his 

acceptance 
2. Is precluded from denying to a holder in due course
(a) The existence of the drawer, the genuineness of his signa. 

ture, and his capacity and authority.to draw the bill : 
(b) In the case of a bill payable to drawer's order, the then 

capacity of the dl'awer to indorse, but not the genuineness or 
validity of his indorsement: 

(c) In the case of a bill payable to the order of a third person 
the existence of the payee and his then capacity to indorse, but 
not the genuineness or validity of his indorsement 

Unless he knew of the forgery at the time of acceptance, and 
intended the bill to be circulated with a forged indorsement 

Smith v. Chester, 1 T. B., 655. Robinson v. Yarrow,7 Taunt., . 
455. Beeman v. Duck, 11 M. & W.o 251 

185. ·If the bill is drawn in a fictitiou8 name, or is a forgery 
of a.r.eal name, to the knowledge of the acceptor, he undertakes to 
pay to n indorsement by the same hand 

atlock v. Harril, 3 T. B., 174. Ver., v. Lewi., 3 T. R., 182. 
M, et V. GibBon, 1 H. Bla., 569. GibBon V. Hunter, 2 H. Bla., 187. 
Be ett v. FaT1ll!II, 1 Camp., 130. Schultz v. ABtley, 2 Bing., N. 
0., . Taylor v. Croher, 4 Esp., 187. Baa. v. Clive, 4 M. & W., 
251. hillip. v. 1m Thurm, L. R., 1 O. P., 463 
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186. The acceptance of a bill purporting to be indorsed by: 
the payee does not admit the genuineness of the indorsement 

Tucker v. Bobarts, 16 Q. B., 560; Garland v. Jacomb, L. R., 8 
Ex., 216 

187. A person who accepts a bill ostensibly as agent· for 
another person, but without his authority, is personally liable 

Gurney v. Ellam, S H. & N., 122 

188. A bill can only be accepted by the drawee, and not by 
a stranger; nnless the drawee ratifies· and adopts the signature as 
that of his Iioaent: or for the honour of the drawee 

Nichola v. Diamond, 9 Exoh., 154. ."'Mus v. Bradwell, 5 O. B., 
5SS. PoZhiZZ v. WaUer, S' B. & Ald., 114. Eastwood v. Bain, S A.. 
& N.,78S. Dall" v. Clarke, 6 Q. B., 16. Jackson v. Hudson, 2 
Camp., 447 

189. There cannot be two or more separate acceptors to a 
bill nvt jointly responsible 

But the second acceptance may be held as a guaranty for the 
first 

Jackson v. Hudson, 9 Camp., 44~ 

190. An instrument drawn, but not addressed to anyone, is' 
yet a valid instrument, if anyone accepts it, or it may be infen-ed 
who the drawee is intended to be 

Gray v. Milner, 8 Taunt., 7S9. Bell) v. Hunter, Buss. & By., 511. 
Shuttlewortll v. Stevli1IS, 1 Camp., 407.' .AZlan v. Mawson, 4 Camp., 
115. Beg. v. Hawkes, 9 Mood., O. 0., 60. Beg. v. Smith, II Mood.,. 
0.0.,295 

191. If the drawee has once admitted that the acceptance is' 
his writing, he cannot afterwards allege that it is forged (a) 

If he pays several bills drawn upon him by a person connected 
with him in business, but who has forged his signature, he is; 
liable to pay other bills drawn upon him in a similar way (b) 

But if he pays one bill drawn uponhim by a person not con
nerted with him in business, who has forged his signature, that 
will not bind him to pay similar forgeries in future (c) 
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(a) Leach T. Buchanan, 4 Esp., 226. Brook v. Hook, L. R., 8 
Ex., 89 

(b) Bal'ber v. Gingell, S Esp., 60 
(e) Cuh v. Taylor, Ll. & Webs., 178. Morri. v. Bethell, L. B.,1i 

O. P., 47 

192.· An acceptance is either general or qualified 
A general acceptance. is an absolute engagement to pay the 

bill according to its tenor and effect 
A qualified ac~ep~ance is either conditional, i.e., an engagement 

to pay the bill on a certain condition being fulfilled; or partial, 
that is, varying from the tenor of the bill 

In particular, an acceptance is qualified which 'is-
(a) Conditional, that is to say, which makes payment by the 

acceptor dependent on the fulfilinent of a condition therein stated: 
(b) Partial, that is to say, an acceptance to pay part only of 

the amount for which the bill is drawn: 
(e) Local, that is to say, an acceptance to pay only at a par

ticular specified place: 
An a.cceptance to pay at a particular place is a general ac

ceptimce, unless it expressly states that the bill is to be paid there 
only, and not elsewhere: 

(d) Qualified ss to time: 
(e) The acceptance of some one or more of the drawees, but 

not of all 

193. 1. The holder of the bill is entitled to have a general ac- . 
ceptance; and if the drawee offers a qualified acceptance, the holder 
may refuse it; note the bill; and give notice of dishonour to the 
preceding parties . 

2. If he intends to receive it he must give notice to .the other 
parties and obtain their consent, or they will be discharged (a) 

S.- When th~rawer or indorser of a bill receives notice of a 
qualified acceptan e, and does not within a reasonable time eXpre31\ 
his dissent to th holder, he shall be decmed to have assented 
thereto 
. 4. But he must ,not note or protest the bill, or give general 

notice of dishonour, '~ by doing 80 the acceptor would be dis-
charged (b) \. 

5. Whether an ~eptance is absolute. or conditional is a. 
question of Law 
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. (a) Seoog V • .AbitboZ, 4 111. & S., 462. BOlDe l. Young, 2 Bligh, 
391: see answ~ of the Judges to question t1uae. Outllwaite v. 
Luntley, 4 Camp., 177. Boehm v. Garcias, 1 Co.lD., 425n 

(b) Sproat v. Matth6IDI, 1 T. R., 182. Beminclc v. Dorrrifl, 8 
Eo.st.,2oo 

194.· A bill domiciled at a particular place is a general ac
ceptance unless made payable there only, and not elsewhere 

1 Gao. 4, 0. 78. Siggera v.Nichol., 3 lor., 341 

195.·, The provisions of this sub-section do not apply to a 
• partial acceptance, whereof due notice has been given. Where a 

foreign bill has been accepted as to part, it must be protested as 
to the balance 

On Signing by Procuration 

19G. It is very common for ,persons to authorise others to 
draw, accept, or indorse and negotiate bills for them, and such 
signing is called-signing by procuration 

As the agent is' the mere hand which performs the duty, 
persons may sign by procuration who have no capacity in their 
own right to contract, such as infants, persons attainted, or, in fact, 
labouring any disqualification 

Co. Litt., 520. 

197.· A signature by procuration operates as notice that the 
agent has but a limited authority to sign, and the principal is 
only bound by such signature if the agent in 80 signing was 
acting within the limits of his authority 

198. No particular form is nece~ary to convey this authority, 
either verbal or written. But anyone who takes a bill drawn, 
accepted, or indorsed by procnration, jlhould make inquiry whether 
or not the authority has be!!n properly followed 

.Alexander v. Mackenzie, 6 C. B., 766. .AttlDOOtJ v. MU7mingl, 7 
B. &C., 278 

199. General authority to transact business does not carry 
with it powers to negotiate bills: but if the agent gives notice 

VOl •• II. NN 
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that he is acting as agent, and the principal afterwards adopts his 
acts, he will be bound by them 

Saunderson v. Griffiths, 5 B. & C., 909. Vere v. Ashby, 10 B. & 
C., 288. Wilson v. TU7IImon, 6 M. & G., 236. Ancona v. Marks, 7 
H.&N.,686 

200. Special authorities will be construed stricUy: but if an 
agent has been in the habit of negotiating bills for his principal, 
or other person connected with him in business, and he has adopted 
this person's acts, he will be bound by them 

Barber v. Gingell, 3 Esp., 60. Llew~llyn v. Winckworth, 13 M. & 
W., 598. Cash v. Taylor, Ll. & Web., M. C.,178. Prescott v • 
.Flinn, 9 Bing., 19 

201. An agent's authority will be presumed to continue 
nntil notice is gi ven of its termination. Such notice as regards 
strangers must be given in The Gazette, and to customers and 
correspondents by individual communication 

202. An agent who wishes to avoid personal liability, must 
either sign his principal's name only; or expressly state on the 
face of the instrument that he signs as agent 

203. Evidence cannot be received to charge a principal who 
is not named on the face of the bill or note (a): nor to discharge 
an agent who signs it in his own name (b) 

(a) Leadbitter v. Farrow, 5 M. & S., 849. Bult v. MorreU, 12 A. 
& E., 750. Edmunds v. Bushell, 85 L. J., Q. B., 91 

(b) Higgins v. Senior, 8 M. & W., 834 

204. Where an agent, being duly authorised, expressly states 
on the face of the instrument that he merely signs' it by procura
tion, for a principal, he will not be bound 

But if in any case whatever he signs it without authority, he, 
and he only, will be personally liable ; and his representatives as 
well 

Lee v. Zagury, 8 Taunt., 114. Leadbitter v. Farrow, 5 M. & S., 
345 •. So,werhy v. Butcher; Alexander v. Sizer, L. R., 4 Ex., 105. 
Goupy v.\Harden, 7 Taunt.,160. Lefevre v. Lloyd, 5 Taunt., 749. 
Tho1TUU ~t Bishop, 2 Stra., 955. Rew v. Pettet, 1. A. & E., 196. 
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Mare v. Charles, 5 E. & Bn 978. Lewis v. Nicholson, 18 Q. B., 509. 
Bandall v. Tummen, 18 C. B., 786. Collen v. Wright, 7 E. & B., 
301. Kelner v. Baxter, L. R., 2 C. P., 174. Scott v. Lord Ebury, 
L. R., 2 C. P., 255. Polhill v. Walter, 3 E. & Ad., 114 

205. In ordinary trading partnerships each member of the 
firm may bind it by bills 

But he must use the name of the firm, or one which it is 
sometimes known by 

Dormant or secret partners, and also ostensible ,partners, or 
persons who hold themselves out as partners, are also bound 

Pinckney·v. Hall, 1 Salk., 126. Lane v. Williams, 2 Vern., 277. 
Wells v. Masterman,2 Esp.,731. Hamsoo v. Jackson, 7 T. R., 
207. Swan v. Steele, 7 East., 210. Ridley v. Taylor, 13 Ea.st., 175. 
Lewis v. Reilly, 1 Q. B., 349. Stephens v. Reynolds, 5 H. & N., 
513. Mason v. Rumsey, 1 Ca.mp., 384. Nicholson v. Ricketts, 29 
L. J., Q. B., 55. South Carolina Bank v. Case, 8 B. & C., 427. 
Ex pa~te Bolitho, Buck., 100. Thicknesse v. Bromilow, 2 C. & J., 
425. Lloyd v. Ashby, 2 B. & Ad., 23. Vere v. Ashby, 10 B. & C., 
288. Gw'ney v. Evans, 3 H. & N., 122. Williams v. Johnson, 1 B. 
& C.,146. Forbes v. Marshall, 11 Ex., 166. Maclae v. Sutherland, 
3 E. & B., 1. Brown v. Kidger, 3 H. & N., 853 ' 

206. If he does not sign the name of' the firm it will not be 
bound 

Faith v. Richmond, 11 A. & E., 339. Kirk v. Blurtoo, 9 M. & 
W.,284. Siffin v. Walker, 2 Ca.mp., 308. Ex parte Emly, 1 Rose, 
61. Emly v. Lye, 15 Ea.st., 7 

207. But a member' of a non-trading partnership cannot 
bind it by bills: unless authority may be inferred 

Dickinsoo v. Valpy, 10 B. & C., 128. Brown v. Byers, 16 M. & 
W., 252. Thicknes8e v. Brom!low, 2 Cr. & J., 425. Greenslade v. 
Dewar, 7 B. & C., 635. Hedley v. Bainbridge, 3 Q. B., 316. Levy 
v. Pyne, C. & )\fa.r., 453. Forster v. Mackreth, L. R., 2 Ex., 69. 
Smith v. Craven, Cr. & J., 500 

208. Creditors carrying on a business to satisfy their debts 
out of the business are not partners 

Wheatcroft v. Hickman, 9 C. B., N~ S., 47 

209. 1. A person, however, who takes a bill or note from one 

NN 2 
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partner, knowing, or having reasonable cause to suspect, that it is 
contrary to the consent of the other partners, cannot sue them (a) 

2. And the indorsee of such bill taken in fraud of the partner
ship, must prove that he innocently gave value for it (b) 

(a) Heilbut v. Neville, L. R., 5 O. P., 478. Ba,'bet' v. Backhou", 
Peake, 86. Jone. v. Yate., 9 B. & 0.,582. Jacaud v. French, 12 
East., 817. LaveBon v. LaM, 18 O. B., N. S., 278. EIlJ parte 
BonbonUl, 8 Ves., 540. GreIm v. Deakin, 2 Stark.,847. EIlJ partB 
Goulding, 2 Gl. & J.,1l8. Frankland v. McGwty, 1 Knapp., P.O., 
274. Lord Galway v. lilathelD, 10 East., 264. Sherriff v. Wilke., 
1 East.,48 

(b) .Arden v. Sharpe, 2 Esp., 524. Weill v. lilartmoon, 2 Esp., 
'181. Hogg v. Skeen, 84 L. J., O. P., 158. Bidley v. Taylar, 13 
East., 175. Sutton v. Gregory, 2 Peake, 150 

210. If the same person, a partner in two firms of the same 
name, negotiates a bill in the common name of the firms, the 
holder may sue either 

Baker v. Charlton, Peake 80. Swan v. Steele, '1 East., 210 

211. Dissolution of partnership should be notified in Ths 
Gazette, which will avail against persons who have had no deal
ings with the firm: but aU customers and correspondents should 
l'eceive individual noUce of dissolution; otherwise ex-partners 
may still bind the firm to parties who have had no notice of the 
fact 

Heath v. SamOfll, 4 B. & Ald., 172. Booth v. Quin, '1 Price, 198. 
Godfrey v. T.mlbuZl, 1 Esp., 371. Gralla'" v. Hope, Peake, 154. 
-Graham v. Thomp.on, Peake, 42. NetJJ.ome v. Colea, B Camp., 61'1. 
Farrar v. Dejlinn" 1 O. & X., 580. Williame v. Keate., II Stark., 
1190 

212. The change of the names on the cheques of a firm of 
bankers is a sufficient notice to their customers of a change in the 
firm 

BarfooC v. GoodhaU, 8 Oamp., 147 

213. After a dissolution of partnership the members are 
separate individuals, and, thererore, all must join in signing a 
bill Ca) 
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Unless they give authority to one of their number to sign for 
them (6) 

(a) Abel •• Srllt-. 3 Esp., 108. Kilgo", Y. FiAlay-. 1 B., 
BIa., 155 

(b) S.Ul •• Wiater, 4 Y.. cI: W., 4M 

0,. 1M Alteration of tJ Bill or No~ 

214. A bill or note may be altered by the consent of the 
parties before it is issued, i.e., passed a\\"8y for value 

Ke_Jq Y. Nal, 1 Stark., MIL DofIJ_ Y. Bic1lardloR, & B. cI: 
Ala., 67!. Tarletotl Y. SlIillfler, 1 0. B., 8lIL M_ Y. Peu., 1 
Camp., B2D 

215. After a bill or note baa once been issued it cannot be 
altered in any material part. u., 80 88 to alter the responsibility 
of the parties 

Except only to correct a mistake, and to fulfil the original 
intention of the parties 

Mtutu Y. Miller,' T. B., 320; aIIirmed I H. BIa., Ill. B_ 
Y. NielwU, & T. B., &37. Kera1uu6 Y. CN,3 Esp., 146. TrtJpp't'. 
SpeanR4n. I Esp., 57. CtlfdwU't'. M4I1in., !t East., 190. KrUll't'. 
WUU-, 10 East., 43L COfIJi4 Y. HaUaU, 4 B. cI: AleL, IH. 
Tidnsarll. Y. Grover, 1 Y.. cI: 8., 135. Cod: Y. CN~ I C. Y.. cI: 
B., 29L Catto" 't'. SifllJl8Ofl, 8 J.. cI: B., 136. Burd.fWd Y. Moore, 
3 B. cI: B .. 683. Jlacintoal 't'. Haydon. By • .t Mo., 362. Dubrow 
't'. Wet1l.erby, Y.. cI: Rob .. 438. Taylor 't'. Mouley. 6 C. cI: P .. 173. 
HtDRdi" Y. Bru.cl:, !t Q. B., 306. lWdgfl Y. Prirrgk, l!t L. I .. EL, 
~. OutbWt .. Y. Luntk,. 4 CamP .. 179. Watto" 't'. HtUtUtg.. 
4 CamP .. 223. Bat .. Y. Taylor, 15 East., U\L Bmn 't'. Picl:ard. 
Ey. cI: Y.., 37. Jad 't'. H4I1, 6 Y.. cI: 8 .. 142. E~ part.c IMUU. t 
DeL cI: Cb., 33!. Byro .. Y. Tlwmpsan., 11 J...t E., 31. Carla Y. 

TatteralaU, I 11. cI: G .. 890. M_ Y. Bradky. 11 11. cI: W., 590. 
Hin:1t_. Y. Budd, L. B. .t EL, 17L Warri..,toa't'. Earl¥, 23 L. 
I .. Q. B.,41 

216.· 1. Where a bill or acceptance is materially altered 
without the assent of all parties liable on the bill, the bill is 
avoided except 88 against a party who baa himself made, author
ised. or assented to the alteration, and subsequent indOrseI'8 

Provided that,-
Whete a bill baa been materially altered, but the alteration ~ 
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not apparent, and the bill is in the hands of a holder in due 
course, such holder may avail himself of the bill as if it had not 
been altered, and may enforce payment of it according to its 
original tenor 

2. In particular, the following alterations are material, 
namely, any alteration of the date, the Bum payable, the time of 
payment, the place of payment, and, where a bill has been accepted 
generally, the addition of a place of payment without the acceptor's 
assent 

217. An alLeration which is not material, i.e., which does not 
vary the responsibility of the parties will not vitiate it 

Trapp v. Spearman,3 East.,57. Walter v. Cubley, 1I O. & M., 
151. .Aldous v. Cornwell, L. R., 3 Q. B., 573 

218. An accommodation bill may be altered by the parties to 
it before it is issued, i.e., before it is passed away for value 

Downes v. Richardson, 5 B. & Ald" 674. .Atwood v. Griffin, 2 O. 
& P., 368. Tarleton v. Shingler, 7 C. B., 812 

219. An alteration by the drawer or payee of a bill, or the 
payee of a note, does not extinguish the debt (a): unless the bill 
or note was 'taken in satisfaction of the debt (b) 

(a) Sutton v. Toomer, 7 B. & C., 416. .Atki7IBon v. Hawdon, 2 A. 
& E., 628. Sloman v. C03:, 1 O. M. & R., 471 

(b) MacdowaU v. Boyd, 17 L. J., Q. B., 295 

220. An alteration by the indorsee not only makes the in
strument void as against all parties, but also extinguishes the 
debt due from the indorser to the indorsee ' 

.Alder.on v. Langdale, 8 B. &, Ad., 660 

221. The transferee of an altered bill has ouly the rights of 
the transferor 

Burch,Mld v. Moore, 3 E. & B., 683 

222. If a person gives a renewal for a bill which has been 
vitiated by an alteration, he is not liable on the renewal, if he was 
not aware of the alteration at the time he gave the renewed bill 

Bell v. Gardiner, 4 M. & G., l1 
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223. The ma.ker of a promissory note is discharged from his 
liability by a.ny alteration of the note, wherever the altered instru
ment, if genuine, would operate differently from theorigin~l 
instrument, even thongli it should be to his advantage: as, for 
instance, if names are added to a joint and several note besides 
those originally intended to be on it 

. Olerk v. BZacTc8tock, Holt's N. P. 0., 474. Gardner v. Wa1811, 6 
E. & B., 83 

224. A person who sues upon an altered bill will be required 
to prove the circumstances of the alteration; and if he cannot, it 
is a question for the jury 

Johnson v. Duke oj Mal'Zboroug1l, 2 Stark., 313. Henman v. 
Dickinson, 6 Bing., 183. . Knight v. OZements, 8 A. & E., 215. 
Bishop v. Ohambre, 1 M. & Mal., 116. Disbrowe v. Wetherby, 6 O. 
& P., 758. Taylor v. Moseley, 6 O. & P., 273 . 

Negotiation of Billa 

225.· 1. A bill is negotiated when it is transferred from one 
person to another in such a manner as to constitute the transferee 
the holder of the bill 

2. A bill payable to bearer is negotiated by delivery 
S. A bill payable to order is negotiated by the indorsement of 

the holder completed by delivery 
4. Where the holder of a bill payable to his order transfers it 

for value, without indorsing i~ the transfer gives the transferee 
such title as the transferor had in the bill, and the. transferee 
in addition acquires the right. to have the indorsement of the 
~ransferor 

5. Where any person is under obligation to indorse a bill in a 
representative capacity, he may indorse the bill in such terms as 
to negative personal liability 

226.· All bills and notes are now transferable or negotiable 
without being made payable to the payee, or "bearer," or "order" 

36 & 37 Viet. (1873), c. 66, B. 26, § 6, 11 

If, however, the words "or order" .are inserted,' they can only 
be transferred by the payee's indorsement 

Signature and delt'very constitute indorsement 
I 5, I, IUprQi. 

'-
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227.·'1. Where the holder of a bill payable to bearer nego 
tiMes it by delivery without indorsing it, he is called a "transferor 
by delivery" 

A transferor by delivery is not liable on the instrument 
s. A transferor by delivery, who negotiates a bill, thereby 

warrants to hi,:! immediate transferee, being a holder for value, 
that the .bill is what it purports to be, that he has a right to 
transfer it, and that at the time of transfer he is not aware of any 
fact which renders it valueless 

228.* An indorsement, in order to operate as a negotiation, 
must comply with the following conditions, namely :-

1. It must be written on the bill itself, and be signed by the 
indorser. The simple signature of the indorser on the bill, without 
additional words, is sufficient 

An indorsement written on an allonge, or on 8 "copy" of 
8 bill, issued. or negotiated in a country where "copies" are 
recognised, is deemed to be written on the bill itself 

2. It must be an indorsement of the entire bill. A partial 
indorsement, that is to say, an indorsement which purports to 
transfer to the indorsee 8 part only of the amount payable, or 
which purports to transfer the bill to two or more indorsees 
severally, does not operate as a negotiation of the bill 

S. Where a bill is payable to the order of two or more payees 
or indorsees, who are not partners, aU must indorse, nnless the one 
indorsing has authority to indorse for the others 

4. Where, in 8 bill payable to order, the payee or indorsee is 
wrongly designated, or his name is mis-spelt, he may indorse 
the bill as therein described, adding, if he think fit, his proper 
signature 

5. Where there are two or more indorsements on 8 bill, each 
indorsement is deemed to have been made in the order in which 
it appears on the bill, until the contrary is proved 

229. An indorsement may either be in blank; or 8pecial, or 
in lull 

An indorsement in blank is when the indorser simply writes 
his name, 'USually, but not neee88ar.7y (1), OD the back of the 
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instrument, and delivers i~ to ~he indorsee. Such an indorsement 
makes the bill or note payable to bearer (a) 

The delivery may be either actual or constructive, as where 
the indorser notifies to the indorsee that he has indorsed the bill 
to him, bu~ yet retains i~ in his own possession 

(a) Peacocl 1'. RlIodu, II Doug., 633. Fratteil 1'. Mott, cited in 
preceding case. Ord 1'. Portal, 8 Camp., 239. LotII 1'. COputaM, 8 
0. & P., 800. MacAeU 1'. KinMar, 1 Stark., 499 

(1) Bell 1'. Bigg,l Stra., 18. Ell parte YaC5,27 L.l., Bkoy., 9 

230. A :;pecial indorsement, or an indorsement in full, is 
where 'the instrument is indorsoo by name to some specific person 

The special indorsee can then only transfer it by indorsement: 
and this he may do, whether it is merely indorsed to him, or to 
him .. or order .. 

The provisions of this Act relating to a payee apply with the 
necessary modifications to an indorsee under a special indorsement 

M~ 1'. Manning, Com., 811. AchelOR 1'. Fotmtai", 1 Stra., 657. 
Edio 1'. East India Co., II Burr., 1216. CUnli.ff1l 1'. WmteAotad, Ii 
Scou, 81. flay 1' • .Lander, 6 C. n., 336 

231. A bill once indorsed in blank, and afterwards indorsed 
in full, is payable to bearer as regards all the parties before the 
special indorser: but as 8,,<rainst the special indorser. title must be 
made through his indorsee 

8mith 1'. Claru, 1 Peake, N. P. C., 295. LeotllJrd T. Wilaotl, I 
Cr. & M., 589. Walker 1'. MacdoMld, II Ex., 527 

232.- When a bill has been indorsed in· blank, any holder 
may convert the blank indorsement iuto a special indorsement by 
writing above the indorser's signature a direction to pay the bill 
to or to the order of himself or some other person 

233.· 1. An indorsement is restrictive which prohibits the 
further negotiation of the bill; or which expresses that i~ is a mere 
authority to deal with the bill as thereby directed, anu not a 
transfer of the ownership thereof j as, for example, if a bill bo 
indorsed" Pay D. only," or "Pay D .• for the account of x.:' or 
.. Pay D., (lr order for collection .. 

2. A ~trictive indorsement gives the indorsee the r~ht to 
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receive payment of the bill, and to sue any party thereto that his 
indorser could have sued, but gives him no power to transfer his, 
rights as indorser unless it expressly authorise him to do so 

3. Where a restrictive indorsement authorises further transfer, 
all subsequent indorsees take the bill with the same rights, and 
subject to the same liabilities, as the first indorsee under the 
restrictive indorsement 

234. There may be any number of indorsements on a bill 
or note; and if there is not room for them on the original 
instrument, an additional piece of paper may be added to it
called an allonge-which requires no stamp 

235. A mis-spelling does not necessarily avoid an indorse
ment 

Leunard v. Wilson, 2 Cr. & M., 589 

236. Every indorser is in the nature of a new drawer 
Penny v. Innes, 1 O. M. & R., 441. Allen v. Walker, 2 M. & W. 

817 

237. He ~ontl'acts that if the drawee does not at maturity 
pay the bill, he will, on receiving due notice of dishonour, pay 
the holder the snm which the drawee ought to have paid, together 
with such damages as the law a.llows as an indemnity 

Su" v. Pompe, 8 O. B., N. B., 538 

238. A person who accepts or indorses a blank bill or note is 
liable for any amount the stamp will cover 

BUBUU v. Langstaffe, 2 Doug., 514. U.hM'v. Dauncy, 4 Camp., 
97. Pamwre v. North, .13 East.,517. Snaith v. Mingay, l M. & 
B., 87. Cnu:hley v. Clarance, 2 M. & B., 90. Collis v. Emd, 1 H. 

indc. Bla., 313. Schultll v • .Adley, 2 Bing., N. 0., 544 

it app, 
9. An indorser admits the signature and capacity of eve11 

2291.y (a), but he does not warrant them 
. f1 11 • (a) Lambert v. Pack, 1 Balk., 127. Williams v. Seagrave, 2 
In u • dmard.,82. Crichlo1D v. Parry, 2 Camp., 182. Free v. Hawkine, 

An mIt., N. P.O., 550. Macgregor v. Bhodu, 25 L.l., Q. B., 818 
his name, .) East I,ulia Co. v. Tritton, 8 B. & 0., 280 
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240. If &WO persons, not partners, are the payees of a bill or 
note, both must indorse 

Carilick v. Vicke'I'Y, 2 Doug., 653n 

241. "" Where a bill purports to be indorsed conditionally the 
condition may be disregarded by the payer, and payment to the 
indorsee is valid, whether the condition has been fulfilled or not 

242. A bill may be indorsed conditionally, and i~, after such 
conditional acceptance, the drawee accepts it and pays it without 
the condition being fulfilled, he is liable to pay it again to the 
payee 

.Robertson v. Kensington, 4 Taunt., 30 

243.· Where a bill is negotiated back to the drawer, or to a 
prior indorser, or to the acceptor, such party may, subject to the 
provisions of this Act, re-issue and further negotiate the bill, but 
he is not entitled to enforce payment of the bill against any 
intervening party to whom he was previously liable 

Unless there are special circumstances which would' prevent 
them from suing him 

Wilder8 v. Stevens, 15 M.- & W., 208. Morris v. WaZker, 15 
Q. B., 589. BouZcott v. Wooticott, 16 M. & W., 584. Williams v. 
Clarke, 16 M. & W., 834 ' 

244. An indorser may exempt 
adding the words" sans recours," or 
or similar words 

himself fro~ liabiiity by 
"without recourse to me," 

He may also exempt himself from personal liability ~ his 
immediate indorsee by an agreement, written or oral 

But this would not affect a holder for -value without notice 
Pike v. Street, 1 M. & M., 226. Thompson v. CZubZey, 1 M. & W.o 

212. Castrigue v. Buttigeig, 10 Moore, P. O. Ca.., 94 

245. Striking out an indorsement intentionally discharges 
the indorser (a): but not if done by mistake (b) 

(a) Fairclough v. Pavia, 9 Ex., 690 
(b) Wilkinson v. Johnson, 3 B. & 0., 428 
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246. A trust may be expressed on the face of the bill, or in 
the indorsement 

Evans v. Oramlington, Ca.rth.,5. Snee v. Prescott, 1 Atk., 247 • 
.Ancher v. Bank of England, 2 Doug., 637. Ed-ie v. East India Co., 
2 Burr., 1227. Treuttel v. Bamndon, 8 Taunt., 100. Sigourney v. 
Lloyd, 8 B. & C., 622; affirmed, 5 Bing., 525 

247. The transferee of a bill held in trust cannot retain it 
against the true owner (a): and if the acceptor is obliged to pay 
it, he may recover the amount from the depositary (b) 

(a) Goggerly v. Outhbert, 2 N. R., 170. Evans v. Kymer,l B. & 
Ad., 52B. Robson v. Rolls, 1 M. & Rob., 239 

(b) Bleadon v. Oharles, 7 Bing., 246 

248. If a person holds a bill or note merely as the agent of 
another person, he has only the title ot his principal 

Solomons v. Bank of England, 13 East., 135 

249. 1. If an indorsee gives value for a bill which has been 
refused acceptance, without knowledge of the fact, he has the 
nauru remedies against the parties to it (a) . 

2. But if he takes it with knowledge that it has been refused 
acceptance, he can only charge his immediate indorser (b) 

(a) O'Keefe v. Dunn, 6 Taunt., 305; 1l1li., 5 M. & S., 2B2. White. 
headY. Walker, 9 M. & W., 506: 10 M. & W., 696 

(b) Or08.1ey v. Ham, 13 East., 49B. Bartlett v. Benson, 16 M. 
&W., 696 

250.· 1. Where a bill is negotiable in its origin it continues 
to be negotiable until it has been (a) restrictively indorsed or (b) 
discharged by payment, or otherwise 

2.' Where an overdue bill is negotiated, it can only be nego
tiated subject to any defect of title affecting it at its maturity, and 
thenceforward no person who takes it can acquire or give a better 
title than that which the person from whom he took it had 

3. A bill payable on demand is deemed to be overdue, within 
the meaning and for the purposes of this section, when it appears 
on the face of it to have been in circulation for an unreasonable 
length of time. What is an unreasonable length of time for this 
purpose is a question of fact 

4.. Except where ali. indorsement bears date after the maturity 
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of the bill, every negotiation is prima facis deemed to have been 
effected before the bill was overdue 

5. Where a bill which is not overdue bas been dishonoured, 
n.ny person who takes it, with notice of the dishonour, takes it 
subject to any defect of title attaching tbereto at the time of dis
honour, but nothing in this sub-section shall affect the rights of a 
holder in. due COUl'Se 

Lost Instruments 

251 •• Where a bill has been lost before it is overdue, the per
Eon who was the holder of it may apply to the drawer to give him 
another bill of the same tenor, giving security to the drawer, if 
required, to indemnify him against all pel'Sons wbatever, in case 
the bill alleged to have been lost shall be found again 

If the drawer, on request as aforesaid, refuses to give such 
duplicate bill, he may be compelled to do so 

252. In any action or proceeding upon a bill, the Court, or a 
Judge, may order tbat _ the loss of the instrument shall not be set 
up, provided an indemnity be given, to the satisfaction of the 
Court or Judge, against the claims of any other person upon. the 
instrument in question 

On the Property in Instruments Lost Or Stolen 

253. If any negotiable bill, note, obligation, or security for 
money be lost or stolen, the finder or thief cannot retain it against 
the true owner, or recover against the parties to it 

Anonymous. 1 Ld. Raym., 738. Greenstreet v. Carr, 1 Camp., 
551. Bum v. Morris, 3 L. J., N. S., Ex., 198. 

254. But if such finder or thief, or if a person holding such 
security as Agent (1) for the owner of it, pass it away or pledge 
(2) it for value, and the transferee is ignorant of the fraud, such 
innocent holder, or pawnee for value, may retain it against the 
true owner, and has a right of action against all the parties to it 

Bank Notes. Anon., 1 Ld. Raym., 788. -Miller v. Race, 1 Burr., 
452. LcnqndeB v, A7IdCl'BOn, IS East., ISO. Beckwitil v. CorrelJ 
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2 C. & P., 261; 11 Moo., 335. Snow v •. Sadur, 11 Moo., 506. 
Raphael v. Bank of England, 17 C. B., 161 

Cheques. Grant v. Vaughan, 3 Burr., 1516. Carlon v. Ireland, 
6 EI. & Bl., 765. Rothschild v. Corney, 9 B. & C., 388. Watson v. 
Russell, 3 B. & S., 84; 6 B. & S., 968 

Bills of Exchange. Peacock v. Rhodes, 2 Doug., 633. Lawson v. 
Weston, 4 Esp., 56. Orook v. Jadis, !i C. & P., 191; 3 Nev. & Man., 
257. Backhouse v. Hal"Tison, 3 Nev. & Man., 188. Goodman v. 
Harvey, 4 A. & E., 870. Uther v. Rich, 10 A. & E., 784. May v. 
Chapman, 16 M. & W., 355. Thiedeman v. Goldschmidt, 1 D. G. 
F.&G.,4 

Navy Bills. Go1dsmid v. Gaden, 1 B. & P., 649 
Exchequer Bills. Wookey v. Pou, 4 B. & Ald., 1 
Foreign Transferable Bonds. Gorgier v. Mievilu, 8 B. & C., 45. 
(1) Bank of Bengal v. Macuol!-; Id. v. Fagan, Moo., P. C., 35,61 
(2) Collins v. Martin, 2 Esp., 620; 1 B. & P., 648. .Jones v. 

Peppercorne, 1 John., 430 

Scrip for Foreign Bonds. Goodwin v. Robarts, L. R., 10 Exch., 357 

255. But if the transferee knows at the time of taking the 
instrument that it has been lost or stolen (1), or if he knows that 
the person he takes it from has no authority to sell or pledge it (2), 
or if it be taken for an illegal consideration (3), he cannot retain it, 
or recover on it, even though he has given full value for it 

(1) Burn v. Morris, 8 L. J. N. S., Ex., 193 
(2) MacZish v. Ekins, Say., 73. TreutteZ v. Barandon, 1 Moo., 

643. Foster v. Pearson, and Stephenl v. Foster, 1 C. M. & B., 849. 
Fancourt v. Bull, 1 Bing., N. C., 681. Willis v. Bank of England, 
4 A. & E., 21. WhistUr v. Forster, 14 C. B., N. S., 248 

(3) Wynne v. Callander, 1 Russ., 293 

256. But if the instrument be not negotiable, or if the 
transf.}ror held it as Trustee, or if be acquired or transmitted it 
by means of a forgery, the innocent holder, or pawnee for value, 
has only the equities of the transferor, and cannot retain it against 
the true owner, or recover on it 

Manningford v. Touman, 1 ColI., C. C., 235. Moore v. Jervis, 2 
Coil., C. C., 60. Lang v. Smith, 7 Bing., 284. Partridge v. Bank 
of England, 9 C. B., 408. Smith v. Mercer, 6 Taunt., 76. Hall v. 
Fulur, 5 B. & C., 750. Robarts v. Tucker, 16 Q. B., 560. Esdaile 
v. Lanauze, 1 Y. & C., 394. Johnson v. Wilde, 3 Bing, N. 0., 225. 
lfhistur V. Forster, 14 C. B., N. S.,248 
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On Presentment for Payment 

257.· Subject to the provisions of this Act, a bill must .be 
duly presented for payment. If it be not so presented, the 
drawer and indorsers shall be discharged 

A bill is duly presented for payment which is presented in 
accordance with the following rules :-

1. Where the bill is not payable on demand, presentment must 
be made on the day it falls due . 

2. Where the bill is payable on demand, then, subject to the 
provisions of this Act, presentment must be made within a reason
abie time after its issue in order to render the drawer liable, and 
within °a reasonable time after its indorsement, in order to render 
the indorser liable ° 

In determining what is a reasonable time, regard shall .be had 
to the nature of the bill, the usage of trade with regard to similar 
bills, and the facts of the partiCUlar case 

S. Presentment must be made by the holder or by some person 
authorised to receive payment on his behalf at a reasonable hour 
on a business day, at the proper place as hereinafter defined, 
either to the person designated by the bill as payer, or to some 
person authorised to payor refuse payment on his behalf if with 
the exercise of reasonable diligence such person can there be found 

4. A bill is presented at the proper place :- . 
(a) Where a place of payment is specified ° in the bill and the 

bill is there presented 
Cb) Where no place of payment is specified, but the address of 

the drawee or acceptor j.s given in the bill, and the bill is there 
presented 

(e) Where no place of payment is specified, and no address 
given, and the bill is presented at the drawee's or acceptor's place 
of business, if known, and if not, at his ordinary residence, if 
known 

Cd) In any other case, if presented to the drawee or acceptor 
wherever he can be found, or if presented at his last known place 
of business or residence 

5. Where a bill is presented at the proper place, and aRer the 
flxercise Qf reasonable diligence~ no person authol'ised to pay o~ 
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refuse' payment can be found there, no further presentment to the 
drawee or acceptor is required 

6. Where a bill is drawn upon, or accepted by two or more 
persons who are not partners, and no place of payment is specified, 
presentment must be made to them all 

7. Where the drawee or acceptor of a bill is dl:o.d, and no place 
of payment is specified, presentment must be made to a personal 
representative, if such there be, and with the exercise of reasonable 
diligence he can be found 

8. Where authorised by agreement or usage a presentment 
through the post office is sufficient 

258. Demand must be made even though the drawee or 
aCceptor is bankrupt (a); or even if he declares in the presence 
of the drawer that he will not pay the bill (b) 

(a) BUlun v. LangBtaife, 2 Doug., 514. Nicholllon v. Gouthit, 2 
H. Bla., 610. Ell: parte Johnstone, 1 Mont., & Ayr., 622. EBdaile 
v. SOloerby, 11 East., 114 

(b) Ell: parte Bignold, 1 Deao., 728 

259. Presentment for payment is not necessary to charge the 
guarantor of a bill or note 

Hitchcock v. Humfrey, 6 M. & G., 659. Walton v. MascalZ, 18 M. 
& W., 458. Warrington v. Furbor, 8 ElIo8t., 242 

260. Usance is a period which in early times was appointed 
as the U8ual time between different countries 

When usance is a month, half usance is always fifteen days 
Usance between London and-
1. Aleppo, Altona, Amsterdam, An~werp, Brabant, Bruges, 

Flanders, Geneva, Germany, Holland, the Netherlands, Lisle, 
Paris, and Rouen-is one month 

2. Spain and Portugal-two months 
s. Italy-three months 

261. Where a promissory note is in the body of it made pay
able at a particular place, it must be presented for payment at 
that place in order to render the maker liable. In any other case, 
presentment for payment is not necessary in order to render the 
maker liable 
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2. Presentment for payment is necessary in order to render 
the indorser of a note liable 

3. Where a note is in the body of it made payable at a par
ticular place, presentment at that place is necessary in ol'11cr to 
reuder an indol'Ser liable; but when a place of payment is indi. 
cated by way of memorandum only, presentment at that place is 
sufficient to render the indorser liable, but a presentment to the 
maker elsewhere, if sufficient in other respects, shall also suffice 

262. If the acceptor of a Bill or the maker of a Note 
changes his residence, he is bound to leave funds on the premiseJ 
~ meet the bill 

Brovm v. Macdermot, 5 Esp., 265. BaunlUrsOfl v~ Judge, 2 Ho, 
BI., 510. Baztlll'v. JOfIU. 1 M. & G., 83. Hine v. A.Uel!l, 4, B. & 
Ad., 624 

263.· 1. Delay in making presentment for payment is excused 
when the delay is caused by circumstances beyond the control of 
the holder, and not imputable to his default, misconduct, or 
negligence. When the cause of delay ceases to operate present
ment must be made with reasonable diligence 

2. Presentment for payment is dispensed with-
(a) Where, after the exercise of reasonable diligence. present

ment, as required by this Act, cannot be effected 
The fact that the holder has reason to believe that the bill 

will, on presentment, be dishonoured, does not dispense with the 
necessity for presentment 

(b) Where the drawee is a fictitious person 
(e) As regards the drawer where the drawee or acceptor is not 

bound, as between himself and the drawer, to accept or pay the 
bill, and the drawer has no reason to believe that the bill would 
be paid if presented 

(d) As regards an indorser, where the bill was accepted or 
lOade for the accommodation of that indorser, and he hIlS no 
reason to expect that the bill would be paid if presented 

(8) By waiver of presentment, express or implied 

264. Promissory notes, payable on demand, nre often in
tended to be continuing securities = and whether any unnecessary 

VOL. II. uu 
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delay has taken place in presenting 'them for payment, must be 
determined, in each case, by the Court and Jury 

Brooks v. Mitchell. 9 M. & W., 15. Chartered Mercantile Bank 
of India, il<c., v. Dickson, L. R., II p.e., 574 

On the Extinguishment of Bills and Notes 

265.' The liability of parties to Bills and Notes may be 
discharged and extinguished by Waiver or Discharge, by 
Release, and by Payment and Satisfaction, Judg
ment, Execution, and Merger 

01 Waiver 

266.· 1. When the holder of a Bill at or after its maturity 
absolutely and unconditionally renounces his rights against the 
acceptor the Bill is discharged 

The renunciation must be' in writing, unless the Bill is de
livered up to the acceptor 

2. The liabilities of any party to a Bill may in like manner 
be renounced by the holder before, at, or after its maturity; but 
nothing in this section shall affect the rights of a holder in due 
course without notice of the renunciation 

267. If the waiver be not for the whole amount and un· 
conditional there must be a consideration . 

Parker v. Leigh, 2 Stark., 228. OICe,,~. Pizell. 11 W. B. O. 
P.,21 

Of Releas8 

268. A Release nnder seal may be given which reqnires no 
consideration 

269. 1. The Release of a Debt by one of the several joint 
Creditors discharges the Debtor from his liability to all the 
Creditors (a) 

2. But if the release is given in fraud 'of the other Creditors 
the Courts will set it aside (b) 
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3. If a Creditor gives a release of the Debt to one of the 
several joint Debtors, the Debt is extinguished and all the joint 
Debtors are discharged (IJ) 

4. A covenant not to sue one joint Debtor is a release to him; 
but it does not discharge the other joint Debtors (tl) 

5. Where deeds are drawn releasing one of several joint 
. Debtors, but expressly reserving the remedies against the others, 

the Courts invariably hold them to be mere covenants not to sue 
the Debtor, but not a release of the debt (d) 

(a) Ruddock's Case, 6 Co., Rep., 25a. Jacomb v. Ha1'1Dooil, 2 Ves., 
sen.,267. BarTrer v.Richardson, 1 Y. & Jer., 362. Webb v.Hewitt, 
L.R., 7 Eq., 28 

(b) Payne v. Roger" Doug., 407. Hickey v. Bart, 7 Taunt., 49. 
Jams v. Herbert, 7 Taunt., 42. Legh v. Legh, 1 B. & P., 447. 
Innell v. Newman, 4 B. & Ald., 419. Manning v. Coz, 7 J. B., 
Moore, 617. Sargent v. Wedlake, 11 C. B., 372. RalDstone v • 

. Gandell, 15 M. & W., 305. Barker v.: Richardson, 1 Y. & J., 362. 
Ez parte Morrison, 33 L. J., Bkcy., 47. De Pothonier v. De Matias, 
E.B.&E.,461 

(e) Y. B., 21 EQw., 4, 81, c. 33. Co. Litt., 232a. Fowell v. 
Forrest, 2 Wms. Saund., 48. Clayton tJ. Kynaston, 2 Salk., 574. 
Wankford v. Wankford, 1 Salk., 300. Cheetham v. Ward, 1 B & 
P.,630. Evans v. Brembridge, 2 K. & J., 174. Nicholson v. Revill, 
4 A. & E., 675. Price v. Barker, 4 E. & B., 760 

(d) Lacy v. Kinaston, 1 Ld. Baym., 690. Fitzgerald v. Trant, 11 
Mod.,254. Dean v.NewhaU,8 Tr.,168. Hutton v.Eyre,6 Taunt., 
289. Solly v. Forbe." 2 Bro. & B., 38. Thompson v. Lack, 3 C. B., 
240. Price v. Barker, 4 E. & B., 750. Walmesly v. Cooper, 11 A. 
& E., 216. Kearsley v. Cole, 16 M. & W., 128. Henderson v. 
Stobart, 5 Ex., 99. Willis v. De Castro, 4 O. B., N.S., 216. OlDen 
v. Homan, 4 H. L. Ca., 1037. Bateson v. Gosling, L. B., 7 C. P., 9. 
Green v. Winn, L. R., 7 O. P., 28: aff., 4 Ch. Ap., 204. Key. v. 
Elkins, 5 B. & S., 240. .Andrew v. Macklin, 6 B. & S., 201 

270. 1. A covenant not to sue for a limited time is not a 
release and cannot be pleaded in bar (a) 

Unless it is expressly provided in the deed that it may be 
pleaded in bar (b) 

(a) .Ayliff v. Scrimshiere, 1 Show., 46. Deuz v. Jefferies, Cro. 
Eliz., 352. Smith v. Mapleback, 1 T. R., 446. Burgh v. Preston, 8 
T. R., 486. Thimbleby v. Barron, 3 M. & W., 210 

(b) Walker v. Neville, 34 L. J., Ex. 73 
00 2 
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271. A release after the bill is due discharges all the parties, 
prior to the releasor 

2. But a release before the bill is due, though good between 
the parties, does not invalidate the clailIlJ! of an indorsee for valuc 
without notice of the release, 

pod v. Edward8, 2 C. & P., 602 

272. A release given to the drawee before acceptance is void 
Drage v. Nelter, 1 Ld. Raym., 65. .A8hton v. Free8tun, 2 Scott., 

N. R.,173. Hartley v. Manton, 5 Q. B., 247 

273. A creditor who releases a debt cannot retain any 
securities he holds for the debt 

Shepherd's Touch8t01l4 (Preston), 342. COIDPef' v. Green, 7 M. & 
W.,633 

Of Payment, DischargB, and Satisjact£on 

274. 1. The words Payment, Discharge, and Satisfaction 
are not synonymous 

Payment, pacatio, is anything which is taken as an equivalent 
in exchange for something else, and which appeases or estops a 
right of action for a time, but it is not necessarily a final dis
charge, or a satisfaction 

Thus a Bill or Note taken" for or on account of" a debt; for 
goods sold and delivered; or a Bill taken in renewal of a previous 
one; is payment for the time being, because the vendor h:ts 
agreed to take it as an equivalent for the goods or Bill ; but it is 
not a satisfaction until the Bill is paid. If the second Bill is not 
given and accepted expressly in satisfaction of the former bill, the 
holder may sue for interest on the first 

Louvriere v. Laubray, 10 Mod., 37. Holdipp v. Otway, 2 Wms. 
Saund., 103 b. n. (e). Kears/ake v. Morgan, 5 T. R., 513. Tapley 
v. Marten8, 8 T. R., 451. Plimley v. Westley, 2 Bing., N. C., 249. 
Thorne v. Smith, 10 C. B., 659. Belshaw v. Bush, 11 C. B., 191. 
Jones v. 'Broadhurst, 9 C. B., 173. Stedman v. Gooch, 1 Esp., 
N. P. C., S. Lewi. v. Lyster, 4 Dow!., 377. Bottomley v. Nuttall, 
jj C. B., N. S., 122. Ford v; Beech, 11 Q. B., 854. Maillm'd v. 
Duke of .Argyll, 6 Scott, N. R., 938. Mercll'l' v. Cheese, 5 Scott, 
N. R., 664. Griffiths v. Owen, 13 M. & W., 58. James v. Williams, 
13 M. & W., 828. Price v. Price, 16 M. & W., 232. Ktmdrick v. 
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I.om4z,!I c. & 1., W. Si_ v. Lloyd, 2 C. lL & B., 187. Wil-
1:'111011 v. Caf~y, 7 T. Bo, 713. Ez pMte Barclay, 7 Ves., 597. 
Buhop v. Rm<>e, 3 lL & S., 362. Dittoll v. Bimmer, 1 Bing., 100. 
London and BinningllaJII aftd S. Stoffortl$1Iirtl BallI:, ill r~, 3t L. 1., 
Ch., (18. LUJllky v. MlUgravtl, 5 Scott, 230. Lumley v. HutUOII, 
Ii Scott, 238 

275. If. howel"er, the security is dishonoured at maturity, 
and is in the possession of the plaintiff, the original debt remains 
in force, and may be sueU for 

Puckford v. MolZICdl, 6 T. Bo, 52. 0ac1l!UOJl v. Mtm~, 7 T. Bo, 
G!. Swnytml v. BOl&u, 5 lL & S., 62. Yall Wart v. WooUey, 3 
B. & C., 439. Burdoll v. Hatton, 4 Bing., 454. Sayer v. Wagstaff, 
5 Beav., 423. Maillard v. Duu of .Argyll. 6 Scott, N. Bo, 93S. 
Yalpey v. Oauey, 16 Q. B., m 

276. The word" Payment" does not mean a final and ab
SJlute extinguishment of the debt 

c, Satisfaction" is the only legal term which means a final 
aud absolute extinguishment of the debt (a) 

If a creditor takes a bill or note in "satisfaction" and dis
charge of a debt (b): or if he takes a bill or note" for or on 
account of" a debt, and commits laches by not getting it paid in 
liue cour;;e (c): it is a satisfaction and extinguishment of the debt 

If he has once consented to accept a bill in " satisfaction" of 
a debt, he cannot revoke his consent (d) 

(a) Maillard v. Dub of .Argyll. 6 Soott, N. Bo, 938. Kemp v. 
Watt, 15 lL & W., 672. Macdov>aU v. Boyd, 17 L. 1., Q. B., !l95. 
Bottomley v. Nuttau, 5 C. B., N. S., 122 

(1)) Sard v. B1wdu, IlL & W., 153. UWU 'I. Lylter, 5 Dowl, 
877 

(e) 9 & 3 Ann9 (1704), 0. 9, B. 7 
(d) Hardman v. BdUwI_, 9 lL & W., 600 

277. Whether a security is given" for and on account of" 
or in" satisfaction" of a debt is a question for the Jnry 

Goldsh~de v. Cottrell. lIlL & W •• 20. Sibtrtt v. Tripp, 45 U. & 
W •• 23 

278.· 1. A bill is discharged by payment in due course by or 
on behalf of the drawee or acceptor 

"Payment in due course" means payment made at or after 
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the maturity of the bill to the holder thereof in good "faith, and 
without notice that his title to the bill is defective 

2. Subject to the provisions hereinafter contained,when a bill 
is paid by the drawer or an indorser it is not discharged; but

(a) Where a bill payable to, or to the order of, a third party 
is paid by the drawer, the drawer may enforce payment thereof 
against the acceptor, but may not re-issue the bill 

(b) Where a bill is paid by an indorser, or where a bill pay
able to drawer's order is paid by the drawer, the party paying it 
.is remitted to his former rights as regards the acceptor or ante
cedent parties, and he may, if he thinks fit, strike out his own and 
subsequent indorsements, and again negotiate the bill 
. 3. Where an accommodation bill is paid in due course by the 
patty accommodated, the bill is discharged 

279. Paying a security before it is due does not discharge 
the debtor 

Da Silllav. Fuller 

280. Payment should be made to the holder, or his agent: 
but it is sufficient if the funds reach him 

Field v. Oarr, 6 Bing., 13 

281. The party paying a bill has the right to demand.it (a): 
receipted (b): which imports prima facie that it has been paid 

. by the acceptor (6) 
(a) HamaTd v. Bobimon, 7 B. & C., 90. Powell v. Boach, 6 

Esp., 76. .4lezander v. StTong, 9 M. & W., 733. Oome. v. Taylor, 
10 Ex., 441. 

(b) 43 Geo. m. (1803), c. 126, s. 6 
(c) PfieZ'v. Yanbatenberg, 2 Camp., 431. Scholes v. Waz"by, 

Peake, 27 

282. If a person accepts and pays a bill under a mistake of 
facts, he may recover it back 

Kendall v. Wood, L. B., "6 Ex., 243 

283. Payment of a bill or note to a person who holds through 
a forged indorsement does not discharge the debtor 

East India 00. v. Tritton, 3 B. & C., 280. Smith v. Mercer, 6 
Taunt.,76. BobartB v. Tucker, 13 Q. B., 676 
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284. 1. If Ii creditor' having the option of receiviI!.O' cash 
from a principal chooses to take a security, that is a "satisfa~tion II 
of his.'debt (a) 

But not from an agent (b) 
(a) Strong v. Hart, 6 B. & C., 160. Smith v. Ferrand, 7 B. & C .• 

19. .Anderson v. Hillies, '12 C. B., 499. Bobinson v. Bead, 1.1 
B. & C., 494 

(b) Marsh v. Pedder, 4 Camp., 257. Everett v. Colli1lll, 2 Camp. 
515 

285. A creditor may transfer his debt against another person 
to a creditor of his own, by the consent of the common debtor; 
and if the arrangement is consented to by all the partiElS, it is a 
" satisfaction" of the first creditor's debt 

Braclon Lib. iii., c. 2, s. 13. Tatlock v. Harris, 3 T. R., 174. 
Fairlie v. Denton, 8 B. & C., 400. Crowfoot v. Gurney, 2 M. & So., 
482. Hodgson v • .Anderson, 3 B. & C., 842 

286. Payment may be demanded at any reasonable hour of 
the day on which the bill or note is due, and if refused, notice of 
dishonour may be given 

But the acceptor or maker has the whole day to pay, and if he 
pays the instrument on ~he day, the notice is void 

Hartley v. Case, 4 B. & C., 339 

287. Payment of an accommodation bill by the drawer ex
tinguishes the bill 

Lazarus v. Cowie, 2 Q. B., 459. Cook v. Lister, 32 L. ;r., C. P. 
121 

288. 1. Payment by the debtor of a smaller sum is not 
satisfaction of a larger sum due (a) , 

2. But payment by a stranger may be (b) 
3. Or a negotiable security given by a debtor (c) 

(a) Pinnel's Case, 5 Co. Rep., 117. .Adams v. Tapling,4 Mod., 
88. Fletcher v. Sutton, 5 East., 230. Watters v. Smith, 2 B. & Ad., 
889. Beaumont v. Greathead, 2 C. B., 294. Smitl. v. Page, 15 
M. & W., 683. Perry v • .Attwood, 6 E. & B., 691 

(b) Welby v. Drake, 1 C. & P., 557. Henderson v. Stobart, 5 Ex., 
59 

(c) Sib tree v. Tripp, 15 M. & W., 23 
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289. An agreement not to sue for a limited time does not 
suspend the right of action on a bill or note 

Ford v. Beech, 11 Q. B., 842. Moss v. Hall, Ii Ex., 50. Webb 
v. Spicer, 13 Q. B., 894.: a.ff. in Dom. ProG., as Salmon v. Webb,8 
H. L., Ca., 510 

290. A set off, or a part payment in cash and part set off, is 
now payment of a bill or note 

36 & 37 Vict. (1873), c. 66, s. 25, § 11 

291. Payment by a stranger, or any other party, to a bill is 
not payment by the acceptor; unless made for or on his account, 
and ratified by him (a) 

A banker who has ore-discounted a bill accepted by his cus
tomer, payable at his bank, may pay the bill either as indorser or 
as agent for the acceptor, and take time to consider in which 
capacity he does so (b) 

(a) Deacon v. Stodhart, 2 M. & G., 817. Jones·v. Broadhurst, 
9 C. B., 173. Randall v. Moon, 12 C. B., 261. Goodwin v. Cremer, 
22 L. J., Q. B., 30. Kemp v. Balls, 10 Ex., 607. .J.gra and Mas
terman', Bank, v. Leighton, L. R.. 2 Ex., 56 

(b) Pollard v. Ogden, 3 T. & B., 459 

292. Taking a co-extensive security of a higher nature in 
lieu of a bill or note, " merges" or extinguishes it: but unless it 
is strictly co-extensive it will not 

.J.nseU v. Baker, 15 Q. B., 20. Bell v. Danks, 3 M. & G., 358. 
King v. Hoare, 13 M. & W., 494. Sharpe v. Gibb6, 5 C. B., N. S., 
527 

293. Judgment recovered on a bill or note extinguishes the 
original debt of the defendant, and all parties jointly liable with 
him 

But without satisfaction it does not extinguish the plaintiff's 
claim against other parties not jointly liable with the defendant 

Nor between a prior party to whom the plaintiff after judgment 
returils the bill, and the defendant 

A judgment recovered against one joint and several debtor is 
no bar to an action against another joint and several debtor 

Claxton v. Swift, 2 Show., 441. Kino v. Hoare, 13 M. & W.o 
494. Tarletoll v • .dllhVltfJ, 2 A. & E., 82 



LAW OF CREDIT, BILI.s AND NOTES 569 

294. Discharging a party from execution is a satisfaction of 
the debt from all parties who are sureties for him, but not of those 
parties who are not 

Hayling v. Nuthall, 2 W. Bla., 1235. English v. Darley, 2 B. 
& P., 61. Clark v. Clement, 6 T. R., 525. MaYMID v. Crickett, 
2 Swans, 190. Michael v. Myers, 6 M. & G., 702 

295.- When a bill payable to order on demand is drawn on a 
banker, and the banker on whom it is drawn pays the bill in good 
faith, and in the ordiaary course of business, it is not incumbent 
on. the banker to show that the indorsement of the payee, or any 
subsequent indorsement, was made by or under the anthority of 
the person whose indorsement it purports to be, and the banker 
is deemed to have paid the bill in due course, although such 
indorsement has been forged or made without authority 

296. - When the acceptor of a bill is or becomes the holder of 
It, at or after its maturity, in his own right, the bill is discharged 

297.- 1. Where a bill is intentionally cancelled by the owner 
or his a.:,<rent, and the cancellation is apparent thereon, the bill is 
discharged . 

2. In like manner any party liable on a bill may be discharged 
by the intentiomJ cancellation of his signature by the hOlder or 
his agent. In such case any indorser who wo.uld have had a right 
of recourse against the palty whose signatnre is cancelled, is also 
discharged 

3. A cancellation made unintentionally, or under a mistake, 
or withont the authority of the holder, is inoperative; but where 
a bill, or auy signature thereou, appears to have been cancelled, 
the burden of proof lies on the party who alleges that the can
cellation was made unintentionally, or under a mistake, or without 
authority 

Upon Notice oJ Dishonour 

298.- 1. A bill is dishonoured by non-payment (11), when it 
is duly presented for payment 'and payment is refused, or cannot 
be obtained, or (b), when presentment is excused aud the bill is 
overdue and u~paid 
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2. Subjeot to the provisions of this Aot, when a bill iii dis
honoured by non-payment, an immediate right of reoourse against 
the drawer and indorsers accrues to the holder 

299.* .Subject to the provisions of this Aot, when a bill has 
beeu dishonoured by non-acoeptanoe, or by non-payment, notioe 
of dishonour must be given to the drawer and eaoh indorser, and 
any drawer or indorser to whom such notice is not given is dis
charged: Provided that-

1. Where a bill is dishonoured by non-acceptance, and notioe 
of dishonour is not given, the rights of a holder in due course, 
subsequent to the omission, shall not be prejudiced by the omission 

2. Where a bill is dishonoured by non-acoeptanoe, and due 
notice of dishonour ~s given, it shall not be necessary to give 
notioe of a subsequent dishonour by non-payment, unless the bill 
shall in the meantime have been accepted 

300.· Notice of dishonour, in order to be valid and effeotual 
must be given in aooordanoe with the following rules :-

1. The notice must be given by or on behalf of the holder, or 
by or on behalf of an indorser who, at the time of giving it, is 
himself liable on the bill 

2. Notioe of dishonour may be given by an agent, either in 
his own name or in the name of any party entitled to give notice, 
whether that party be his prinoipal or not 

3. Where the notioe is given by or on behalf of the holder, it· 
enures for the benefit of all subsequent holders, and all prior 
indorsers who have a right of reoourse against the party to whom 
it is given 

4. Where noHoe is given by or on behalf of an indorser en
titled to give notice, as hereinbefore provided, it enures for the 
benefit of the holder and all indorsers subsequent to the party to 
whom notioe is given 

5. The notioe may be given in writing, or by personal com
munication, and may be given in any terms which suffioiently 
identify the bill, and intimate that the bill has been dishonoured 
by non-aoceptance or non-payment 

6. The return of a dishonoured bill to the drawer, or an 
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Indorser, -is, in point of form, deemed a sufficient notice of dis-
honour " 

7. A written notice need not be signed, and an insufficient 
mitten notice may be supplemented and validated by verbal com
munication. A misdescription of the bill shall not vitiate the 
notice unless the party to whom the notice is given is, in fact, 
misled thereby . 

8. Where notice of dishonour is required to be given to any 
person, it may be given either to the party himself, or to his agent 
in that behalf 

". 9. Where the drawer or indorser is dead, and the party 
giving notice knows it, the notice must be given to a personal 
representati ve, if such there be, and with the exercise of reasonable 
diligence he can be found 

10. Where the drawer or indorser is bankrupt, notice may be 
given either to the party himself or to the trustee 

11. Where there are two or more drawers or indorsers, who 
are not partners, notice must be given to each of them, unless one 
of them has authority to receive such notice from the other 

12. The notice may be given as soon as the bill is dishonoured 
and must be given within a reasonable time thereafter 

In the absence of special circumstances notice is not deemed 
Lo have been given within a reasonable time nnless-

(a) Where the person giving and the person to receive notice 
reside in the same place, the notice is given or sent off in time to 
reach the latter on the day after the dishonour of the bill 

(b) Where the person giving and the person to receive notice 
reside indifferent places, the notice is sent off on the day after 
the dishonour of the bill, if there be a post at a convenient hour 
on that day, and if there be no such post on that day, then by the 
next post thereafter . 

13. Where a bill, when dishonoured, is in the hands of an 
agent, he may either himself give notice to the parties liable 
on the bill, or he may give notice to his principal. If he give 
notice to his principal, he must do so within the same time as if 
he were the holder, and the principal, upon receipt of such notice, 
has himself the same time for giving notice as if the agent had 
been an independent holder " 

. 14. Where a party to a bill receives due notice of dishonour. 
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he has, after the receipt of such notice, the same period of time 
for giving notice to antecedent palties that the holder has atler 
the dishononr 

15. Where a notice of dishonour is duly addressed and posted, 
the sender is deemed to have given due notice of dishonour, not
withstanding any miscarriage by the post office 

301. # 1. Delay in giving notice of dishonour is excused 
where the delay is caused by circumstances beyond the control of 
the party giving notice, and not imputable to his default, mis
conduct, or negligence. When the canse of delay ceases to operate 
the notice must be given with reasonable diligence 

2. Notice of dishonour is dispensed with-
(a) When, after the exercise of reasonable diligence, notice as 

required by this Act cannot be given to or does not reach the 
drawer or indorser sought to be charged 

(b) By waiver express or implied. Notice of dishonour may 
be waived before the time of giving notice has arrived, or after 
the omission to give due notice 

(0) As regards the drawer in the following cases, namely, (1) 
where drawer and drawee are the same person; (2) where the 
drawee is a fictitious. person, or a person not having capacity to 
contract; (3) where the drawer is "the person to whom the bill is 
presented for payment; (4) where the drawee or acceptor is as 
between himself and the drawer under no obligation to accept or 
pay the bill; (5) where the drawer has countermanded payment 

(d) As regards the indorser in the following cases, namely, (1) 
where the drawee is a fictitious person, or a person not having 
capacity to contract, and the indorser was aware of the fact at 
the time he indorsed the bill; (2) where the indorser is the person 
to whom the bill is presented for payment; (3) where the bill was 
accepted or made for his accommodation 

302.· The 'notice shonld describe the instrument, so that it 
may not be confonnded with any other 

But minor mistakes will not invalidate the notice, so long as 
the bill or note can be identified 

MeBBenger v. &utkey, 1 Scott, N. B., 180. Stockman Y. Parr, 11 M. 
& B., S09. Mel/erBk Y. Bippen. 7 Ex .• 57S. Bromaue Y. Vaughan. 9 Q. 
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B.,609. Harpham v. Ohild,l F. & F., 652. .&auclaamp v. OtU'h,1 D. 
&By .• N.P.,S 

808." Notice of dishonour need not state on whose behalf 
payment is applied for, nor where the bill is lying; mistakes on 
these points will not invalidate it (a): nor the omission of a sig
nature, so long as it appears that the notice came from the proper 
quarter (b) 

(a) Woodtho~ v. Lawes, 2 M. & W., 109.. Homego v. Oowne, 2, 
M. & W., 348. Harrison v. Buscoe, 15 M. & W., 231. Bowlands v. 
SpriTlfljett, 14 M. & W., 7 

(b) Ma.zweU v. Bra.in, 10 Jur., N. S., 777 

804.· The letter should be addressed particularly to the per
son's residence : and not generally to a large town: unless the 
drawer has dated it so 

Walter v. HayntJ8, B. & M., 142. Mann v. Moors, 1 B. & M., 24.9. 
Clarke v. Sharpe, S M. & W., 166. Siggers v. Browne, 1 M. & Bob., 
520. Burmester v. Barron,17 Q. B., 828. Hewitt v. ThompBOR, 1 M. & 
Bob., 543 

" 805." Some evidence must be given that the notice was 
actually posted 

Skilbeck v. Garbett, 7 Q. B., 846. HetheriTlflton v. Kemp., 4 Camp., 
194. Hawkes v. Salter, 4 Bing., 715. Langdon v. HuUs, 5 Esp., 156. 
Stoc~n v. Oollin, 7 M. & W., 515 

806." It may be sent by special messenger; and, under 
peculiar circumstances, the expenses of the messenger have been 
allowed 

Dobru v. Eastwood, 8 C. & P., 250. Bancroft v. Hall, Holt, N. P., 
476. Pearson v. Orallan, 2 Smith, 40~. Homego v. Oowne, 2 M. & 
W.,848 

807." The notice should be sent to the party's residence, or 
place of business: unless otherwise directed 

Skelton v. Braithwaite, 8 M. & W., 252. CrOBB .1'. Smith, 1 M. & S., 
545. Bancroft v. Hall, Holt, N. P., 476. .LI.llen v. Edmundson, 2 Ex., 
719. Housego v. Gawne,2 M. & W., 848. Cromwell v. HynBon. 2 Esp., 
511. Stedman v. Gooch, 1 Esp., 4 

808. A stranger (a): or a partr discharged bllackes (b): 
'lanDot ~ive notice 
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(a) Stewart Y. Kennett, 2 Camp., 177. Ead Y. SmitA, 16 L.J., Q. 
B., 292 

(h) Harrison v. RU8coe, 15 M. & W., 231 

309. Notice may be given by the holder or any party to all 
the preceding parties 

Fisher v. Kieran, 4 Camp., 87 

310. 1. If the partie's live in the same town notice must be 
sent so as to be received on the day. followiug dishonour: unless 
the party sending it is unable to ascertain the address of the other 
parties in time (a) 

2. If the parties live in different towns notice mUbt be posted 
so as to go on the day after dishonour (b) 

(a) Smith v. Mullett, 2 Camp., 208. JamtJsOfl Y. Swinton, 2 Taunt., 224-
Williams v. Smith, 2 B. & Ald., 500. Fowlef' v. Hendon, 4 Tyrw., 1002. 
Hilton v. Fairclough; 2 Camp., 633. Darbishire v. Parker, 6 East., S. 
Poole v. Dicas, 1 Scott,600. Edmonds v. Oates, 2 Jnr., 183. Bateman 
v. Joseph, 2 Camp., 461. Gladwell v. Turner, L. R., 5 Ex., 59 . 

(h) Williams v. Smith, 2 B. & Ad., 496. GeilZ v. Jeremy, M. & Mal., 
61. Haw/ces v. Salter, 4 Bing., 715. Wright v. Shawcro88, 2 B. & Ald., 
50ln. Miers v. Brawn, 11M. & W., 372 

311. Notice may be given on the day of dishonour 
Burbridge v. Manners, 3 Camp., 193. .ED parte Moline, 19 Ves., 216. 

Hine v • ..fllely, 4 B. & Ad., 624 

312. 1. If the holder gives notice to aU parties, he must do 
80 within the time limited to give notice to his immediate indorser 

2. Each indorser is entitled to notice and to a day to transmit 
it to the indorser (a) 

S. If any.indorsee fails to give notice to his indorser all the 
prior parties are discharged: unless the holder has preserved his 
remedy against them. by giviug him notice as above (b) 

(a) RfYWe v. Tipper, 13 C. B., 249. Hilton v. Shepherd, 6 East, 14n. 
Smith v. Mullett, 2 Camp., 208. Marsh v. Ma:ewell, 2 Camp., 210. 
JamtJsOfl v. 8winson, 2 Taunt. 224. Turner v. Leach, 4 B. & Ald., 451 

(h) Marsh v. MlJZ1.DeU, 2 Camp., 209. Hilton v. Shepherd, 6 East, 14n. 
Smith v. Mullett, 2 Camp., 208 

313. A banker who holds a bill for collection is, for the 
purpose of notice, a distinct holder, and has a day to give notice 
to his customer; and the customer has a day to give notice to tha 
other parties 



LAW OF CREDIT, BILLS AND NOTES 575 

, LangdalB v. Trimmer, i5 East., 291. :&'ay v. Hadwen, 5 M. & S., 68. 
Frith v. Thrush, 8 B. & C.,887. Scott v. Lifford, 9 East., 847. Hayncs 
v. Birks, 8 B. & P., 599 

314. Where a bill passes through several branches of the 
same bank, each branch is a separate bank for giving notice 

Oorlett v. Jnne8: Clade v. BailBy, 12 M. & W., 51. 'Woodland v. Fear, 
7E. & B., 519 

315. Notice to an agent for this purpose is sufficient; but 
not to a person's general solicitor 

Cr088 v. Smith, 1M. & S., 545 

316. A creditor who holds a bill as collateral security is 
bound to present and give notice 

Peacock v. Pur,eU, 14 C. B., N. S., 728 

317. A person who guarantees a bill or note, is not entitled 
to notice of dishonour unless he incurs special damage by such 
want of notice 

Warrington v. Furbor, 8 East., 242. Pl .. 7ips v. Astlings, 2 Taunt., 206. 
Ho1JJrow v. Wilkins, 1 B. & C., 10. Van Wart v. Woolley, 8 B. & C., 489. 
Walton v. Hascall, 18 M. & W., 72. Hitchcock v. Humfrey,.5 M. & G., 
559. Murray v. King, 5 B. & Ald., 165 

318. The death or· bankruptcy of the drawer or acceptor 
does not excuse want of notice 

Ru,seU v. Langstaff, 2 Doug.,514. Esdaile v. Sowerby, 11 East, 114. 
Boultbee v. Stubbs, 18 Ves., 21. Housego v. Cowne, 2 M. & W., 848. Ez 
parte Moline, 19 Ves., 216. Rhode v. Proctor, 4 B. & C., 517. E:c pa,·te 
Johnson, 8 D. & Ch., 488. Ez parte Chapple, 8 Desc., 218. Nickolson v. 
Goutkit, 2 H. Bla., 609. Lafitte v. Slatter, 6 Bing., 623 

319. 1. If any party to a bill or note, with a knowledge 
that laches has been committed, and that he is legally free, 
expressly promises to pay it entirely or partially, such promise is 
binding (a) 

2. But not if he makes such promise without such know
ledge (b) 

(a) Vaughan v. Fuller, 2 Stra., 1246: Hopley v. Dufrene, 15 East., 
275. Landie v. Robinson, 7 East, 231; Haddock v. Bury, 7 East, 236. 
Hodge v. Fillis, 8 Camp., 468. .Anson v. Bailey, Bull., N. P., 276. Wilks 
v. Jacks, Peake, 202. Hor/ord v. Wilson, 1 Taunt., 12. Gibbon v. Coggan, 

. 2 Camp., 181. Potter v. Pallworth, 18 East, 417. Wood v. Brown, 1 
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Stark., 217. Bopes v. Aida, 6 East, 1Gn. Roger. v. Stephens,2 T. R, 
713. Dixon v. Elliott, 5 C. P., 437. Stevens v. Lynch, 12 East, 88. 
Taylor v. Jones, 2 Camp., 105. Fletcher v. Froggatt, 2 C. P., 569. Gunson 
v. Metz, 1 B. & C., 193. Rabey v. Gi/lJert, 6 H. & N., 536. :Norris v 
Solomonson, 4 Scott, 257 

(b) Goodall v. Dolley, 1 T. R., 712. RleBara v. Birst, 5 Burr., 2670 

320. A party who is entitled to receive notice of dishonour 
and does not, is discharged from all liability, either on the note 
or the consideration 

Bridges v. Berry, 8 Taunt., 130. Soward v. Palmer, 8 Taunt., 277 

321. A drawer who has no funds in the hands of the 
drawee, or has previously instructed him not to pay, is not en
titled to notice of dishonour 

Dennis v. Morrice, 8 Esp., 158. BiU v. Beap, D. & R, N. P. C.; 59. 
Brett v. Levett, 18 East, 214 

322. Notice of dishonour may be waived by agreement Of 
the parties 

Phipson v. Kneller, 4 Camp., 285. Bill v. Heap, D. & B., N. P. C.,57 

323. ' 1. If the drawer of a bill, or the payee of a note, has 
no funds in the hands of the drawee, or maker, he is not entitled 
to notice of dishonour (a) 

2. But if he hud any reasonable expectation that the bill or 
note would be paid by the drawee, or maker, he is entitled to 
notice (b) 

3. An indorser is entitled to notice in all cases (0) 
(a) Bickerdike v. Bollman, 1 T. R., 406. De Bertiet v. Atkinson, 2 H. 

Bla., 336. Legge v. Thorpe, 12 East, 176. StapleB v. 0' Kines, 1 Esp., 
332. Corney v. Mendez des ABter, 1 Esp., 301. CaUDt v. Haigh, 8 Camp., 
281. Olaridge v. Dalton, 4 M. & S.,226. Walwyn v. St. Quentin, 1 B. 
& P., 652. Thomas v. Fenton, 2 B. & C., 6S. Fit"flerald v. WilliamB, 6 
Bing., N. C., 6S. Terry v. Parker, 6 A. & E., 502. Ke",},l. v. Mills,1M. 
& G., 757. Oarew v. Duckworth, L. R., 4 Ex., 818 

(b) Orr v. Maginnis, 7 East, 359. Blackan v. Doren, 2 Camp., 503. 
Bammond v. Dufrene, 3 Camp., 145. Robson v. Gibson, 8 Camp., 834. 
Thackray v. Blackett, 8 Camp., 164. Rucker v. lIille,', 16 East, 43. 
Spooner v. Ga"diner, 1 R & M., 48. E., parte Heath, 3 V. & Bea., 240 
Lafitte v. Slatter, 6 Bing., 623. Olaridge v. Dalton, 4 M. & S., 226. 
Oory v &Ott, 8 B. & Ald., 619. Norton v. Pickering, S B. & C., 610 

(e) Nicholson v. Gouthit,2 H. Bla., 610 • . EBdaile v. Sowerby, 11 East, 
114. Wilkes v. Jack., Peak~, N. P. C.,202. Smith v. Becket, 18 East, 187. 
lJrown v. Maffev, 15 East, 216. Oarter v. Flower, 16 M. & W., 749 
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324 •. If the drawer of a bill makes it payable at his own 
house, it is presumed to be an accommodation bill, and he is not 
entitled to notice of dishonour 

Sharp v. Bailey, 9 B. &: C., 44 

325. Notice need not be given .to a transferor of the instru
ment, without indorsement 

Unless the instrument was taken for and on account of a pre
existing debt,. which is not a sale of the bill: if, therefore, the 
bill is dishonoured, his liability revives, and he is entitled to notice 

And allowance for time for giving him notice will be given for 
transmitting notice to prior parties 

Van Wart v. Woolley. 3 B. &: C., 439. Swinyard T. BOIDBs, l5 lit. &: 
8.,62 

326. When parties are jointly liable on a bill, notice to one 
is notice to all 

Porthouse v. Parker, 1 Camp., 83 

327. The owner must, in all cases, give notice of dishonour 
in reasonable time 

But delay in giving notice may be excused if he is ignorant of 
the addresses of the preceding parties: or other circumstances 

But he must use all diligence to discover them 
Whether he has used due diligence or not is, in all case~, a 

question for the jury '. 
Bateman v. Joseph, 12 East, 433. Brouming v. Kinnear, Gow, 81. 

Baldwin v. Ric'hardson, 1 B. &: C., 245 .. Siggers v. BrOlDRe, 1. M. &:. Rob., 
5~0. Hewitt v Thompson, 1 M. &: Rob., 543. Ohapcott v. Ourlewis, 2 M. 
&: Rob., 484. Beveridge v. Burgis, 3 Camp., 262. Fritk v. Tkrusl., 8 B. 
&: C., 387. JJi3:on v. Jokn!on, 1 Jur., N. S., 70. Allen v. Edmunds~n, 2 
Ex., 719. Sturgess v. Derrick, Wight., 76 

328.. 1. Where an inland bill has been dishononred, it may, 
if the holder think fit, be noted for non-acceptance or non-payment, 
DS the case may be; but it shall not be necessary to note or protest 
any such bill in order to preserve the recourse against the drawer 
or indorser 

1. Where a foreign bill, appearing on the face of it to. be 
such, has been dishonoured by non-acceptance, it must be duly, 
protested for non-acceptance, and where such a bill, which has not 

VOL; II 1'1' 
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been previously dishonoured by non-acceptance, is dishonoured by 
non-payment, it must be duly protested for non-payment. If it 
be not so protested, the drawer and indorsers 'are discharged. 
Where a bill does not appear on the faoo of it to be a foreign bill, 
protest thereof, in case of dishonour, is unnecessary 

S. A bill which has been protested for non-acceptance may be 
subsequently protested for non-payment 

4. Snbject to the provisions of this Act, when a bill is noted 
or protested! it must be noted on' the day of its dishonour. When 
a bill has been duly noted, the protest may be subsequently 
extended, as of the date of the noting . 

5. Where the acceptor of 8 bill becomes bankrupt, or insolvent, 
or suspends payment before it matures, the .holder may cause the 
bill to be protested, for better seeurity against the drawer and 
indorsers . 
, 6. A bill must be protested at the place wtere it is dishonoured: 
Provided that-

(a) When 8 bill is presented through the post office, and 
returned by post dishonoured, it may be protested at the place to 
which it is returned, and on the day of its return, if"received 
during business hours, and if not receive<l during business hours, 
then not later than the next business day: 

(b) When a bill, drawn payable at the place of business or 
residence of some person other than the drawee, has been dis
honoured by non-acceptanCe, it must be protested for non-payment 
at the place where it is expressed to be payable, and no furfher 
presentment for payment to or demand on the drawee is necessary 

7. A protest must contain 8 copy of the. bill, and must be 
signed by the notary making it, and inust specify-

(a) The person at whose request the bill is protested: 
(b) The place and date of protest, the cause or reason for 

protesting the bill, the demand made, and the answer given; if 
any, or the fact that the drawee or acceptor could not be found 

8. Where 8 bill is lost or destroyed, or is wrongly detained 
from the person entitled. to hoI!! it, protest must be made on 8 
copy, or written particulars thereof .. 

9. Protest is dispensed with by8ny circumstance which would 
dispense with notice of dishonour. Delay in noting or protesting 
is excused when the delay is caused by circumstances beyond the 
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control of the holder, and not imputable to his default, misconduct, 
or negligence. When the cause of delay ceases to operate, the bill 
must. be noted or protested with reasoJ¥tble diligence 

Measure of Damagell of a Dishonoured Bill 

329.· Where lit bill is dishonoured, the measure of damages, 
which shall be deemed to be liquidated damages, shall be as 
follows: 

,i. The holder may recover from any party liable on the bill; 
and the drawer, who has been cOJllpelled to pay the bill, may 
recover from the acceptor, and an indorser, who has'been com
pelled to pay the bill, may recover from the acceptor, or from the 
drawer, or from lit prior indorser-

(a) The amount of the ~ill: 
(b) Interest thereon, from the time of presentment for pay

ment, if the bill is payable on demand, and from the maturity of 
the bill in any other case : 

(e) The expenses of noting, or, when protest is necessary, and 
the protest has been extended, the expenses of protest 

2. In the case of Ii. bill whieh has been dishonoured abroad, 
in lieu of the above damages the holder may recover 'from the 
drawer or an ind,orser, and the drawer, or an indorser who haS 
been compelled ~o pay the bill, may recover from any party liable 
to 'him, the amount of the re-exchange, with interest thereon; 
until the time of payment 

3'. Where, by this Act, interest may be recovered as damages, 
such interest may, if justice require it,be withheld, wholly or in 
part, and where a bill is expressed to be payable with interest at lit 
given rate, interest as damages mayor may not be given at the 
same rate as interest proper 

Acceptane/J alld Payment supra protest, or for Honour 

330~ Protest for non-acceptance and non-payment is in 
complete disuse for inland bills, liut it is necessary for foreign 
bills; but not for foreign promissory notes IVhich are not intended 
for general circulation throughuut the: "'orId· . 

PI' 2 
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331.· 1. Where a bill of exchange hal been protested for 
dishonour by non-acceptance, or protested for better security, and 
is not o\'erdue, any person, not beiug a party already liable thereon, 
mny, with cousent of the holder, intervene Rnd accept. the bill 
"pra protest, for the honour of any party liable thereon, or for 
the honour of tbe person for whose account the bill is drawn. 

2. A bill may be accepted for hononr for plUt only of the 
sum for which it is drawn 

S. An aocel1tance for honour "pra prol8sl in ol'der to be valid 
must-

(a) Be written on the bill, and indicate that it is an acceptance 
for honour: 

(b) Be signed by the acceptor for honour 
The acceptance may be in this form-" Accepted IUpra pro14s1 

in bononr of A. B." 
4. Where an acceptance for honour does not expressly atate 

for whose houour it. is made, it is deemed to be an acceptance for 
the honour of the drawer. 

6. Where a bill payable after sight is accepted for bonour, its 
maturity is calcnlated from the date of the noting for Don
acceptance, aod not from the date of the acceptance lor bonour 

The drawee may refuse to accept it generally: but. be may 
accept it "lJlTa pro14B1 for the honour of aoy party to it. 

A bill which has been accepted "pra pr018bt for the honour ot 
oue 116fty may be accepted Sflpra proust by another person for the 
honour of another party to it. 

The holder is not bound to take an acceptance for honour 
JIiI./orcI •• Wilko", 1 Ld. Raym., li74 

The holder at maturity must present the bill to the drawee, 
who may in the meantime have received funds to pay it. 

If the drawee refuses payment the holder must then have the 
bill protested for non-poyment, and it should then be presented to 
the acceptor for honour 

332.. 1. The acceptor for honoor of a bill by BCI:opting it 
engages that he will, on due presentment, pay the bill al'Cording 
to the tenor of his acceptance, if it. is not paid by the drawee, 
provided it has been duly presented for payment, and prl.tcsted 
fur non-payment, and that. he receives notice of these facts 
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2. The acceptor for honour is liable to the holder and t.() all 
parties to the bill snbsequent to the party for whose honour he . 
has accepted 

833.· 1. Where a dishonoured bill has been accepted for 
honour supra prote8t, or contains a reference in case of need, iii 
must be protested for non-payment before it is presented for pay
ment to the acceptor for honour, or referee in case of need 

2. Where the address of the acceptor for honour is in the same 
place where the bill is protested for non-payment, the bill must be 
presented to him not later than the day following its maturity; 
and where the address of the acceptor for honour is in BOme place 
other than the place where it was protested for non-payment, the 
bill must be forwarded not later than the day following its maturity 
for presentment to him 

3. Delay in presentment or non-presentment is excused by 
any circumstance which would excuse delay in presentment for 
payment or non-presentment for payment 

4. When a bill of exchange is dishonoured by the acceptor 
for honour it must be protested for non-payment by him 

334.· 1. Where a bill has been protested for non-payment, 
any person may intervene and pay it IlUpra protesl for the honour 
of any party liable thereon, or for the honour of the peISOn for 
whose acconnt the bill is drawn 

2. Where two or more peISOns offer to Ih'Y a bill for the 
honour of different parties, the person whose payment will dis
charge most parties to the bill shall have the preference 

3. Payment for honour IlUpra prowl, in order to operate as 
snch and not as a mere volnntary payment, must be attested by a 
notarial act of honour which may be appended to the protest or 
form an extension of it 

4. The notarial act of honour must be founded on a declara
tion made by the payer for honour, or his agent in that behalf, 
declaring his intention to pay the bill. for honour, and for whose 
hononr he pays 

5. Where a bill has been paid for honour, all parties sub
sequent to the party for whose honour it is paid are discharged, 
but the payer for honour is subrogated for, and succeeds to both 
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the rights and duties of~ the holder as regards the party for whose 
honour he pays, and all parties, liable to that party 

6. The payer for honour on paying to the holder the amount 
of the bill and the notarial ,expenses' incidental to its dishonour is 
entitled to receive both the bill itself and the prot'est. If the 
,holder do not on demand deliver them up he shall be liable to the 
payer for honour in damages 

7. Where the holder ofa bill refuses to receive payment supra 
protest he shall lose his right of recourse against any party who 
would have been discharged by such payment 

335. The acceptor supra prof.est is bonnd by the same 
admissions as bind the party for whose hononr he accepts 

Phillips v. Im Thurn, L. R., :t c. P., 463 

336. The acceptor supra protest acquires all the rights of 
the party from whom he receives the bill; except that he dis
charges all ,the parties after the one for whose honour he takes it 
up, and he cannot indorse it over 

Ell: parte Wackerbath,/) Yes. ,'j74. Ell: parte Swan, L. R., 6 
Eq.,344 

337. Payment for the honour of any party puts the person 
in the place' of an indorsee from that party: he may, therefore, 
either Bend notice of dishonour to all parties himself, or he may 
Bend it to the pa,rty for whom he pays, and that party may send 
notice in dlle course 

GoodalZ v. PolhiZl, 1 O. B., 233 

Form of Protest which may be used when the Service8 
of a Notary cannot be obtained 

338. Know all men that I, A. B. [householder], of 
in the county of , , in the United Kingdom, at the request 
of C. D., there being no Notary Public available, did on the 

day of ,188 ,at demand payment 
[or acceptance] of the Bill of Exchange hereunder written, from 
E. F., to which dem~nd he made answer [stateaus\\:er, if any,] 



LAW OF CREDIT, BILLS AND NOTES 583 

wherefore' I' now, in the presence of G. B. and J. K., dp protest 
. the said Bill of Exchange 

. (Sign~d) A. B . 

. . ~: :: } Witnesses 

. N.B.-The Bill itself should be annexed, or a copy of the Bill, 
and all that is written thereon should be underwritten 

(}n the Order of Liability of the Parties to a Bill Or Note 

339. The parties on a Bill are never, and the parties' on a 
Note are very fl'equ!Jntly not, liable in an equal degree 

In a Bill the acceptor, and in a Note the maker, is the prin
cipal debtor, liable always and in any case to the holder; the 
drawee of the bill or the payee of the note, and the indorsers in 
either case, are only sureties, liable only to pay on certain con
ditions: and a release of the debt to the principal is in all cases a 
discharge to the sureties 

Each party in succession is a principal debtor to the holder, 
and 'the subsequent parties are bis sureties 

Thus the acceptor 01' maker is the principal debtor to the 
,holder; and the drawer, or payee, and :the indol'sers are his 
·sureties 

Between the holder and the draw~ or payee and subsequent 
indorsers, the drawee 01' payee is the principal debtor, and the 
indorsers are his sureties 

So the first indorser is a pJ.·incipal debtor to the holder, and the 
·subsequent indprsers are his sureties; and so on in succession 
" Where the payee is a different person from the drawer he 
stands in the position of first indQrsee of a bill payable to drawer's 
order 

. Olaridge v. Dalton, 4 M. & S., 226 

340.' A discharge to any party isa discharge to all sub
sequent parties,. because they are merely his sureties: but a 
discharge to a surety is no discharge to a principal 

Smith v. Knox, 3 Esp., 46. Olaridge v. Dalton, 4 M. & S., 226. 
·.E.~gluh v. I?arley, 3 Esp., 49. Hall v. Oole, 4 A. c!!: E., 677. 
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341. If the holder of a bill has notice that it is an accom
modation bill and given without value to the drawer he must 
consider the drawer as his principal debtor, and the acceptor as 
his sm'ety 

Davies v. Stainbank, 6 De G. M. & G., 679. Bailey v. Edwards, 
4B. & S., 671 

342. " Every person who being surety for the debt or duty 
of another, or being liable with another for any debt or duty, 
shall pay such debt, or perform such duty, shall be entitled to 
have assigned to him, or to a trustee for him, every judgment, 
specialty, or other security which shall be held by the creditor in 
respect of such debt or duty, whether such judgment, specialty, 
or other security shall or shall not be deemed at law to ha.e been 
autistie.d by the payment of the debt or the performance of the 
duty; "and such person shall be entitled to stand in the place of 
the creditor, and to u,')e all the remedies, and, if need be, and upon 
a proper indemnity, to use the name of the creditor in any action 
or other proceeding at law or in equity, in order to obtain from 
the principal debtor, or any co-surety, co-contractor, or co-debtor, 
as the case may be, indemnification for the advances made and 
loss sustained by the person who shall have so paid such debt or 
performed such duty: and such payment or performance so made 
by such surety shall not be pleadable in bar of any such action or 
other proceeding by him: provided always that no co-surety, 
co-contractor, or co-debtor shall be entitled to receive from any 
other co-surety, co-contractor, or co-debtor, by the means afore
said, more than the just proportion to which, as between those 
parties themselves, such last-mentioned person shall be justly 
liable" 

19 & 20 Vict. (1856), .c. 97., B. I) 

343. In a joint and several note one party is frequently 
the principal and the others the sureties 

Evidence may be given that the holder has possession of the 
instrument with this knowledge: and therefore he must deal with 
the parties as principal and sureties 

Pooley v. Harradine, 7 E. & B., 431. Taylor v. BurgeBl, I) H. & 
N.,l. Mutual L"a" .Fund .d880. v. Swllow, 28 L. J., C. P., 108. 
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:Rayner v. Fussell, 2S L. J., Ex., 132. Greenough v. McClelland, 30 
L. J., Q. B., 15. Oriental Financial Co. v. Overend, Gurney II; Co., 
L. Ro, 7 Ch. Ap., 142 

344. A legal agreement founded upon a good consideration 
to give the principal debtor time to pay, or taking,a new bill from 
him in lieu of the former one, without the consent of all the 
sureties, will discharge them 

Unless the agreement contains a stipUlation that the holder 
shall, on default, have judgment at as early a period as if he had 
sued him . 

(a) Mo" v. Hall, 5 Exch. 46. GOIIZd v. Robson, 8 East., 576. 
PooZey v. HaN'adine, 7 E. & B., 431. TayZor v. Burgess, 5 H. & 
N., 1. Michael v. Myers, 6 M. & G., 702 

(b) Kennard v. Knott, 4 M. & G., 474. Hall v. Cole, 4 A. & E., 
677. PriCI v. Edmunds, 10 B. & C., 67S. Hulme v. Collins, 2 
Sim., 12 

345. But a mere forbearance to sne; or a promise not to 
sue; or an offer to give time not acted upon ; is no discharge to 
the snreties, because it is a nudum pactum revocable at will 

Philpot v. Briant,4 Bing., 717. Bell v. Banks, 3 Scott, N. R., 
497. Hewet v. Goodrick,2 O. & P., 46S. Badnall v. Samuel, 3 
Price,621. Walwyn v. St. Quentin, 1 B. & P., 652 

346. So, if the creditor takes a new bill, or other secnrity, 
as a mere collateral secnrity, and in addition to and not in lien or 
substitution of the old one, the sureties are not discharged 

Pring v. Clarkson, 1 B. & 0.,14. Twopenny v. Young, 3 B. & 0., 
20S. Bedford v. Deakin, 2 B. & Ald., 210. Bell v. Banks, 3 M. & 
G.,25S 

347. If the acceptor or any party is discharged by operation 
of law, as by the Bankrupt Act, it does not discharge the sureties 

Browne v. Carr, 7 Bing., 60S. Langdale v. Parry, II D. & R., 
337. Nadin v. Battie, 6 East., 147 

348. So, if the creditor expressly agrees with the principal 
debtor that the sureties shall not be discharged, they are not 

349. If the creditor agrees with the principal debtor to 
. give time to the snrety, the snrety is discharged 
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OrientaZ FinanciaZ Co. v. Overend, Gurney & Co., L. R., 17 Ch., 
Ap.142 

. On Fore£gn Bills, and Bills draWlt in Sets,. Part~! ~~ .coRies 

350.· 1. Where a bill, is drawn in a set, each part of the set 
being numbered, and containing a reference to the other parts, 
the whole of the parts constitute one bill 

2. Where the holder of a set indorses two or more parts to 
different persons, he is liable on every such part, and every in
dorser subsequent to him is liable on the part he has himself 
indorsed, as if the said parts were separate bill.s· . 

3. Where two or more parts of a set are negotiated to .different 
holders in due course, the holder whose title first accrues is as 

. between such holders deemed the true owner of the bill; but 
nothing in this sub-section shall affect the rights of a'person who 
in due course accepts or pays the palt first presented to him 

4. The accepta.llPe may be written 'On any part, and it must 
. be written on one part only· 

If the drawee accepts more than one part, and such accepted 
parts get into the hands of different holders in due course, he is 
liable on every sueli part as if it were a sepa.rate bill 

5. When the acceptor of a bill drawn in a set pays it without 
requiring the part bearing his acceptance to be delivered up to 

.hiin, and that part at maturity is outstandirig in the hanasof a 
holder in due course, he is liable to the holder thereof 

6. Subject to the preceding·rules, where anyone part of a bill 
drawn in a set .is discharged by payment, or otherwise, the whole 
bill is discharged 

351. Every transferor ought to deliver over to his trans
feree all the parts in his possession: but if a subsequ'ent transferee 
takes one part from his transferor without demanding the re
maining: parts, he cannot sue an indorser prior to his own who 
has not got them 

Pinard v. Klockman, 8 B. & S., 888 

352. . If the drawee pays one part of the bill with a forged 
indorHement, he is still liable to pay the real holder of another 
part . . . 

Ch~ap v. H~Tlell. a T. n.! 127 
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353. If a foreign bill is refused acceptance or payment, it 
is necessary, in order to charge the drawer, to have it protested (a) 

But a. protest is not necessary on a foreign promissory note (b). 
(a) Borough v. PerkifUl, 2 Ld. Raym., 993. Boger. v. Stephml, 

2 T. R., 713. Gale v. Walsh, 5 T. R., 329. Orr v. Maginni., 7 
East., 359. VandetcaU v. Tyrrell, M. & Mal., 87. Geralopulo v. 
Wider, 10 C. B., 690 . 

(b) BUR4rv. MitclleU, 5 Ex;, ,415 

OOl1flict 0/ Laws 

354.* Where a bill drawn in one country is negotiated, 
accepted, or payable in another, the rights, duties, and liabilities 
of the parties thereto are determined as follows: 

1. The validity of a bill as regards requisites in form is de
termined by the law of the place of issue, and the validity as 
regards requisites in form of the supervening contracts, such as 
acceptance, or indorsement, or acceptance supra protest, is de. 
termined by the law of the place where such contract was made 

Provided that-
(a) Where a bill is issued out of the United Kingdom it is not 

invalid by reason only that it is not stamped in accordance, with 
the law of the place of issne : 

(b) Where a bill, issued out of the United Kingdom, conforms, 
asregards requisites in form, to the law of the United Kingdom. ' 
it may, for the purpose of enforcing payment thereof, be treated 
as valid as between all persons who negotiate, hold, or become 
parties to it in the United Kingdom 

2. Subject to the provisions of this Act, the interpretation of 
the drawing, indorsement, acceptance, or acceptance supra protest 
of a bill, is determined by the law of the place where such Contract 
is made 

Provided that ~here an inland bill is indorsed in a foreign 
country, 'the indorsement shall, as regards th~ payer, be inter
preted according to the law of the United Kingdom 

3. The duties of the holder with respect to presentment for 
acceptance or payment, and the necessity for or sufficiency of a 
protest, or notice of dishonour, or otherwise, are determined by 
the law of the place'where the act is done or the bill is dis· 
honoured 
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4,; Where a bill is drawn out of, but payable, in the Unitetl 
Kingdom, and the sum payable is not expressed in the currency 
of the United Kingdom, the amount shall, in the absence of some 
express stipulation, be calculated according to the rate of exchange 
for sight drafts at the place of payment on the day the bill is 
payable 

5. Where a bill is drawn in one country, and is payable in 
another, the due date thereof is determined according to the law 
of the place where it is payable 

Supplementary 

355.· A thing is deemed to be done in good faith, within 
the meaning of this Act, where it is in fact done honestly, whether 
it is done negligently or not 

356.· 1. Where, by this Act, any instrument or writing is 
required to be signed by any person, it is not necessary that he 
should sign it with his own hand, but it is sufficient if his signa
ture is written thereon by some other person by or under his 
authority 

2. In the case of a corporation, where, by this Act, any in
strument or writing is required to be signed, it is sufficient if the 
instrument or writing be sealed with the corporate seal 

But nothing in this section shall be construed as requiring the 
bill or note of a corporation to be under seal 

357.· Where, by this Act, the time limited for doing any 
act or thing is less than three days, in reckoning time, non
business days are excluded 

Ie Non-business days," for the purposes of this Act, mean
(a) Sunday, Good Friday, Christmas Day: 
(bJ A bank holiday, under the Bank Holidays Act, 1871, or 

Acts amending it : 
(c) A day appointed by Royal Proclamation as a public fast 

or thanksgiving day: 
Auy other day is a business day 

358.· For the purposes of this Act, where a bill or note is 
required to be protested within a specified time, or before some 
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further proceeding is taken, it is sufficieut that the bill has been 
noted for protest before the expiration of the specified time, or the 
taking of the proceeding; and the formal protest may be extended 
at any time thereafter as of the date of the noting . 

359.· Where a dishonoured bill or note is authorised or 
required to be protested, and the services of a notary cannot be 
obtained at the place where the bill is dishonoured, any house
holder or substantial resident of the place may, in the presence 
of two witnesses, give a certificate, signed by them, attesting the 
dishonour of the bill, and the certificate shall, in all respects, 
operate as if it were a formal protest of'the bill 

The form given in Schedule 1 to this Act may be used with 
necessary modifications, and, if used, shall be sufficient 

360.· The provisions of this Act as to crossed cheques shall 
apply to a warrant for payment of dividend 

361.· The enactments mentioned in the second Schedule to 
this Act are hereby repealed as from the commencement of this 
Act to the extent in that Schedule mentioned 

Provided that such repeal shall not affect anything done or 
suffered, or any right, title, or interest acquired or accrued before 
the c,)mmencement of this Act, or any legal proceeding or remedy 
in respect of any such thing, right, title, or interest 

362.· 1 The rule!\ in bankruptcy relating to bills of ex
change,. promissory notes, and .cheques, shall continue to apply 
thereto, notwithstanding anything in this Act contained 

2. The rules of common law including the law merchant, save 
in so far as they are inconsistent with the express provisions of 
this Act, shall continue to apply to bills of exchange, promissory 
notes, and cheques 

. 3. Nothing in this Act, or ill any repeal affected thereby, shall 
afi'llct-

(a) The provisions of the Stamp Act, 1870, or Acts amending 
it, or any law or enactment for the time being in force relating to 
the revenue: 

(b) The provisions of the Companies' Act, 1862, or Acts 
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alll'l''tlding it~ or any Act relating to Joint Stock BankS, or 
Compames 

(e) The pr,Ovisions of any Act relating to or confirming the 
privileges of the Bank of England, or the Bank of Ireland, 
respectiveiy 

(rl) The validity of any usage relating to dividend warrants, 
or tbe indorsements thereof 

363. # Nothing in this Act, or in any repeal effected thereby, 
shall extend or restrict, or in any way alter or affect the iaw and 
practice in 'Scotland .in re~ard to summary diligence 

364.# Where any Act or document refers to all3 enactment 
repealed by this Act, the Act or document shall be construed, and 
shall operate,. as if it referred to the corresponding provisions of 
this Act. . 

365.# In any judicial proceeding in Scotland, any fact 
relating to a bill of exchange, bank cheque, or promissory note, 
which, is relevant to any question of liability thereon, may be 
proved by parole evidence: Provided that .thi~ enactment shan 
not in any way affect the existing law and practice whereby the 
party who is, according to the tenour of any bill of exchange, 
bank cheque, or promissory note, debtor to the holder in the 
amount thereof, may be required, as a condition of obtaining a 
sist of diligence, or suspension of a charge, or threatened charge, 
to make such consignation, or to find such caution, &sthe Court 
or Judge before whom the cause is depending may require 

This section shall not apply to any case where the bill of 
exchange,bank cheque, or promissory note has undergone the 
sexennial prescription 

On the Forgery of Billa ana Notes 

366. Forgery is defined to be the making, altering, or mis
applying any writing with intent to defraud 

Forging bills or notes, or any part of them, as well as uttering 
them, knowing them to be forged, are each felonies, punishable 
by penal ,servitude for life. or for any term not les~ than fiv~ (1) 
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years-orby imprisonment for anyterni. not exceeding two years, 
with or without hard labour, and with 01' without solitary con
finement 

24 &. 25 Viet. (1861). e. 98, s. ,22 
(1) 27 &. 28 Viet. (1864), e. 47, s. 2 

367. If several perSons make different parts of the instru_ 
ment, they are each chargeable with forging the entire instrument, 
though they may be ignorant of each other's proceedings 

Relll v. Bin!Jley, R. &. R., C. C., 446. Rex v. Kirkwood, 1 Mood., 
C., d.; a04. Rex v. Dade, 1 Mood., C.' d:, 307 " 

368. The offence of for~ery is complete without any pub-
lication or uttering' , 

Elliott's Case,l Leach, O. 0., 175.~rocker'8 caSe; R. &. R:, 
0; 0.,97 -

369, Altering the . date of a Bill of Ex'changeafter ac
ceptance (a): altering the place where a note is made payable 
(b): or altering the sum for which a bill or note Is made pay-
able (0), are forgeries ' 

(a) Master v. Miller, 4 T. R., 320. Relll v. Atkinson, 7 O. &. p .. 
699 

(b) Relll v. Treble, 2 Taunt., 328 
(c), Re~ v~ Post, R. &. R., C. &. C., 101 

370. If a person is authorised to fill up a bill or note with 
one sum, it is a forgery to fill it up with a larger sum, or even a 
less sum, and apply the instrument to purposes different from his 
,instructions ' 

Relll v. Hart, Mood., O •. C., 486. The Queen, v. Bateman, 1 Cox, 
O. 0.,186. Xhe Que~ v. Wilson, 1 Den., O. 0.,284 

371. To write onG's own name, with the intention that it 
should pass as the figuature of another person of the same name, 
is forgery 

Meali v. YotWlU, 4 T. R., 28. Relll v. Parkes, 2 Leach, O. C., 775 

372. Aperaon having. obtained genuine signal,ures, wrote 
above, one a pl'omissol'ynote; and on the other side (If th~ other 
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a promissory note payable to that person, and so changed the 
signature into an indorsement; was convict,ed of forging the note 
and the indorsemeut 

Be:& v. Hales, 17 State Tr., 161, 209, 229 

373., Using the genuine sIgnature of one person in any 
way, so as to make it appear that it is the signature of another 
person of the saine name, is forgery 

Beg. v. BZenkimop, 1 Den., C. C., 276. Beg. v. Mitchell, 1 Den., 
C. C., 282. Beg. v. Boger., 8 C. & P., 649. Beg. v. Parke, 1 Cox., 
C.C.,' 

374. Discounting bills, or'drawing drafts with fictitious 
names on them, is forgery 

Dunn', Case,l Leach, 57. Botland', Case,l Leach, 83,'Lockett" 
Case, 1 Leach, 94. Taft'S Case, 1 Leach,172, Shephard'. CaBe,1 
Leach,226. Beg. v. Wardell,3 F. & F., 82 

375. Signing a bill or note by, procuration for another 
person fraudulently, and without lawful authority; and uttering 
such a bill knowing that it is so signed by procuration, without 
lawful authority, is felony, punishable with penal servitude for 
not more than fourteen and not less thau five years: or imprison
ment for not more than two years, and with or without hard 
labour and solitary confinement 

24 & 25 Viet. (1864), o. 98, B. 24 

376.* Subject to the provisions of this Act, where a sig. 
nature on a bill is forged, or placed thereon without the authority 
of the persou whose signature it purports to be, the forged or 
unauthorised signature is wholly inoperative, and no right to 
retain the bill, or to give a discharge therefor, or to enforce pay. 
ment thereof against any party thereto, can be acquired through 
or under that signature, unless the party against whom it is 
sought to retain or enforce payment of the bill is precluded from 
setting up the forgery ,or want of authority 

Provided that no~hing in this section shall affect the ratifi. 
eation of an unauthorl~d signature not amounting to a forgery 
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377.· A debtor who pays a holder who derives bis title t~ 
forgery is not discharged 

In Robarts v. Ttu:ker (16 Q. B., 575), MAULE .. J., said, that 
in his opinion if a banker is called upon to pay an a~ptance of 
his customer's, bearing several indorsements, he is entitled to 
reasonable time to inquire into their genuineness, and the title of 
the- presenter 

A banker who issues cheques to his cnstomer, payable to 
order, is not bound to inquire into the genuineness of the payee's 
indorsement 

But any person who obtains the money from the banker by 
means of a forged indorsement is liable to the true owner of the 
cheqne 

Bobbett Y. PincMtt, EL DiY., Ms., 0. 1876 

378. A person who discounts a forged bill or note may 
recover the money back 

Jona v. Rytk, 5 Taunt., 488. Brvu v. Bruu, 6 Taunt., 495. 
Gumey Y. Womenly, E. & B., 133. WillriRloa Y. JawOR, 3 B. & 
0.,428 

379. Where bankers paid a forged acceptance of their cus
tomer, and did not disco\"er the mistake the same day, they were 
held not entitled to demand it back 

In Cocks v. Masterman, the Court expressly refrained from 
giving an opinion as to whether they might have done so if the 
demand had been made the same day 

Smith v. Mercer, 6 Taunt., 76. Cocks v. M/JItennan, 9 B. & 0.. 
902. Math# v. Lord Maidotone, O. B.o 273 

These seem to be the chief points rela.ting to bills and notes, 
which occur in daily practice, and are most necessary to be knoW/1 

J\nh nom is bam fIre lang balI'S m.ork 

QQ 
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Volumes of the ANNUAL REGISTEIl fur the; Period II. PEIlSONAL A/ONAIlCHY • • .as to 

yearSJS63'I!lg.fcanstillhehad. ISs.cacb.., to 1688. Crown 8vo., ss. 

Arnold (THOMAS, (D.D.), formerly, 
Head M~ of Rugby School 

LVTRODlXTORY LECTURES ON ~VOD- i 

Period IlL CO.VSTITUTIO.VAL A/ONAIlCHr. 
168g to 1837. Crown Svo •• 7" 64. 

Period IV. • TIIB GIlOWTH OF DEMOCIlACY. 
1837 to 18S0 Crown 8vo.. Cis. 

EIl.V BISTOllY. Svo.. 'Is. 6d. ; Buckle.-HISTORY OF CIVILISATION 

MISCELLANEOL'S WORKS. 8vo. 7s •6tl. i IN EA'GUXD AND F'1lANCIl, SPA/.V AND , I SCOTl.AA7J. By HE,.-.y THOIIAS BUCIU.L 
. '3 vols. Crown 8vo. 2.fI-

Baden-PowelL-THE' INDIAN I ' 
VILL.4GE COMJlZ,·XITY. Examined with Burke.-A HISTORY OF SPAIN from 
Reference to the Physical. Ethnographic, the Earliest Times to the Death of Fcrdinand 
and Historical Conditions of the Pro,-inces; the Catholic. By ULJCK RALPH BURD, 
chiefly on the Basis of the Rcvenu~ M.A.. z vols. 8vo •• 321. 
Settlement Records and District Manua1s. 
Br. B. H. BADEN· POWELl., M.A., C.I.E. I Chesney.-INDIAN POLITY: a View of 
"lth Map. 8vo., 16s. 1 the System of Adminisuation in India. By 

I 
Genen\ Sir GEORGE CHESNEY, K.C.B., 

Bagwell-IRELAND UNDER THE, ":if:h.Mapsb~g all.the A~tivc 
TUDOIlS. By RlcBAIlD BAGWELl., LL.D. i DIVISIons of Bntisb ludia. 8vo., 211. 
13 voIs.) Vols. I. and II. From the first I • 
invasiooofthe Northmcu to theyear' 1578. \ Crelghton.-A HISTORY OF THE 
Svo..321. Vol III. 1578-1603. Svo. ISs. I PAPACY nOM THE GIlEAT SCHISJI TO THB 

SACK OF ROME. By M. CIlEIGHTOII. D.O., 
. Lord Bishop of Loudon. 6 vols. Crowa 

BalL-HISTORICAL REVIEW' OF THE 8vo •• 6s. each. 
LBGISL.4TIITIl SYSTEMS OPEIUTIVIl IN IIlE-j 
LL\7J,fromtheIDVaSionofHcnrytheSccood Cuniogham.-A ScHENE FOR IM-
to the Union /1112'1800). By the RL Hon. PEIl/AL FEDEIUTION: a Senate fur the 
J. T. BALL. 8vo •• 6s. Empire. By GJlA."iVILLE C. COJlDCGBAII, 

of Montreal, Canada. Crown 8vo., 3'. 64. 
Besant.-THE HISTORY OF LoNDON. 

By Sir WALTEJl BESAlIT. With 74 IDWJ
traUORL Cra..'D 8vo., III. gel. Or bound 
as a School Prize Book, 2S. 6d. 

CurzOn.-PERSIA AND THE PERSIAN 
QUESTION. By the Rigbt Hon. GEORGE 
N. CORZOII, M.P. With 9 Maps, 96 111 .. 
trations, AppcndKles, and aD IndcL z 

Brassey (LoRD).-PAPERS A..'iD AD- j vols. 8vO·.4:U· 

DRESSES. • j De Tocqueville.-DENOCRACY IN 
NAVAL AND 'JfARITIME. 1872-189l'l AMERICA. By AutXlll DE TOCQUBVlLLK. 

z vols. Crown 8vo., lOS. I 2 vola. Crown 8vo.. 161. 
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IDstorYj Politi as , Polity, Political Memoirs, &c.-contt"nued. 
Dickinsbn.~THE DEVELOPMENT OF 
, PARLIAMENT DURING THE NINETEENTH 

CEAfURY. ByG. LOWES DICKINSON, M.A. 
8vO,7s .'6d. 

. Ewald.-:-THE HISTORY OF ISRAEL. 
. By HEINRICH EWALD. 8 vols.,· 8vo., 

£s 18s. 

Follett.-'-THE SPEAKER' OF THE 
HOUSE OF REPRESElITATIVES. By M. P. 

.. F"OLLETT; With. 'an Introduction by 
ALBERT BUSHNELL HART, Ph.D., of 
Harvard University. Crown.8vo,6s. 

Froude (JAMES A.). 

THE HISTORY OF ENGLAND, from the 
Fall of Wolsey to the Defeat of the Spanish 
Armada. 

Popular Edition. 12 ·vol~.. Crown 8vo. 
3s. 6d. each. . 

I Silver Library' Edition. I2 vols. 
Crown 8vo., 3S, 6d. each. 

'TUE DIVORCE OF CATHERINE OF 
ARAGON. Crown 8vo., 3s. 6d. 

THE SPANISH STORY OF THE AR
MADA, and other Essays. Cr. 8vo., 3·S. 6d. 

THE ENGLISH IN IRELAND IN THE 
EIGHTEENTH CENTURY. 

Cabinet Edition. 3 vols. Cr. 8vo., 18s. 
I Silver Library' Edition. 3 vols. Cr.8vo., 

, lOS. 6d. , , 

ENGLISH SEAMEN IN THE SIXTljENTH 
CENTURY. Cr. 8vo., 6$. 

Gardiner (SAMtlEL RAWSON, D.C.L., 
LL.D.)-t:ontinued. 

·THE STUDENT'S HISTORY OF ENG
LAND. Wi~h 378 Illustrations. Crown 

. 8vo., 12S . 
Also in Three Volumes, price .,.s. each. 
Vol..I. 'B:C. 55-A.D. 1509. 173 Illustra· 

tions. 
Vol. II. 15°9-1689' 96 Illustrations. 
Vol. III. 1689-1885. 109 111ustrations • 

GreviUe.-A.loURNAL OF THE REIGNS 
OF KING GEORGE IV., KING WILLIAM IV., 
AND QUEEN VICTORIA. By CHARLES C. F. 
GREVILLE, formerly Clerk of the Council. 
Cabinet Edition. 8 vQls. Crown 8vo., 6s. 

ell-ch. . 
I Silver Library' l£dition. 8.vols. Crown 
. 8vo., 3S tid. each. 

HARYARD HISTORICAL STUDIES. 
THE SUPPRESSION OF THE AFRICAN 

SLAVE TRADE TO THE {lNITED STATES OF 
AMERICA, 1638.1870. By W. E. B. Du 
BOIS, Ph.D. 8vo., 7s. 6d. 

THE CONTEST OVER THE RATIFICATON 
OF THE FEDERAL CONSTITUTION IN MASSA
CHUSETTS. By S. B. HARDING, A.M .. 
8vo.,6s. 

'A CRITICAL STUDY OF NULLIFICA.TION 
IN SOUTH CAROLINA. By D. F. HOUSTON, 
A.M. 8vo., 6s. 

* .. Other Volumes are in preparation. 

8vo.,6s. Crown Hearn.~THE GOVERNMENT OF ENG
THE COUNCIL OF TRENT. 

SHORT STUDIESONGREATSUB/izcTS. 
4- vols. Cr. 8vo., 35. 6d. each. 

CESAR: a Sketch. Cr. Bvo, 3$. 6d. 

Gardiner (SAMUEL RAWSQN, D.C.L., 
LL.D.). 

HISTORY OF ENGLAND, from the Ac
cession of James I. to the Outbreak ofthe 
Civil War, 1603'1642. 10 vols. Crown 
8vo., 6 •. each. 

A HISTORY OF THE GREAT CIVIL 
WAR,16.,.2-1649. 4vols. Cr. 8vo., 6s. each. 

A HISTOKY OF THE COMMONWEALTH 
AND ,THE PROTECTORATE. 1649-1660. 
Vol. I. 1649.1651. With I.,. Maps. 8VO.,2IS. 

LAND: its Structure and its Development. 
By W. EDWARD HEARN. 8vo., 163. 

Historic Towns.-Edited by E. A .. 
FREEMAN, D.C.L., and Rev. WILLIAM HUNT, 
M.A. With Maps and Plans. Crown 8vo., 
35. 6d. each. 

Bristol. ByRev.W.Hunt. O.ford. By Rev. C. W, 
Carlisle. By Mandell Boase. 

Creighton. D.O. Winchester. By O. W. 
Cinque Ports. By Mon- Kitchin. D.O. . 

tague Burrows. York. By Rev. Jame. 
Colchester. By Rev. E. L. Raine. • 
Cutt... New York. By Theodore 

Exeter. By E. A. Freeman. Roosevelt. 
London. By Rev. W. J. Boston (U.S.) By Henry 

Loftie. . Cabot Lodge. . 

Joyce.-A SHCJRT HISTORY OF IRE
LAND, from the Earliest Times to 1608. By 
P. W. JOYCE, LL.D. Crown Bvo;. 10J. 6d. 
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Kaye and Malleson.-HisTORY OF 
THE INDIAN .'ffUTlNY, 1857.1858. By Sir 
JOHN W. KAYE and Colonel G. B. MALLE
SON. With Analytical Index and Maps and 
Plans. Cabinet Edition. 6, vols. Crown 
8vo., 65. each. 

K n i g h t.-iIEADAGASCAR IN WAR 
7iME: TilE EXPERIENCES OF • THE TIMES' 
SPECIAL CORRESPONDENT WITH THE 
HOYAS DURING THE FRENCH INYASION 
OF 1895. By E. F. KNIGHT. With 
16 Illustrations and a Map. 8vo., us. 6d. 

Lang (ANDREW). 

PI,CKLE THE Spy: or, The Incognito 
Iof Prince Charles. With 6 Portraits. 
8vo., ISs. 

ST. ANDREWS., With 8 Plates and 
. 24 Illustrations In the Text by T. HODGE. 

8vo., ISS. net. 

Laurie.-HISTORICAL ,'SURVEY OF 
PRE-CHRISTIAN EDUCATION. By S. S. 
LAURIE, A.M., LL.D. Crown 8vo., I2S. . ' 

Leckv(WILLIAMEDWARDHARTPOLE). 
HISTORY OF ENGLAND IN THE EIGH
TEEA TH CEA TURY; 

Library Edition. 8 vols. 8vo., £7 45. 
Cabinet Edition. ENGLAND. 7 vols. 

Crown 8vo., W. each. IRELAND. 5 
vols. Crown 8vo., 6s. each. 

HISTORY OF -EUROPEAN MORALS 
FROM AUGUSTUS TO CHARLEMAGNE. 2 
vols .. Crown IIvo., 165. 

HISTORY OF THE RISE AND INFLU
ENCE OF THE SPIRIT OF RATIONALISM IN 
EUROPE., ~ vols. Crown 8vo., 16s. 

DEMOCRACY AND LIBERTY. 2 vols. 
8vo·,3w. 

THE EMPIRE: its value and, its 
Growth. An Inaugural Address delivered 
at the Imperial Institute, November 20, 
1893. Cr. 8vo., 1$.64. 

Lowell. '- GOVERNMENTS AND 
P4RTlES IN COATINENTAL EUROPE. By 
A. LAWRENCE LOWELL. 2 vols. 8vo., 2IS. 

Macaulay (LORD). 
THE LIFE AND WORKS OF LORD 

MACAULAY. ' Edinburgh' Edition. 10 
vols. 8vo., W. each, 
Vols. I.-IV. HISTORY OF ENGLAND. 

Vols. V.-VII. ESSAYS; BIOGRAPHIES; 
INDIAN PENAL CODE; CONTRIBUTIONS 
TO KNIGHT'S 'QUARTERLY MAGAZINE'. 

Vol. VIII. SPEECHES; LAYS OF ANCIENT 
, ROME; MISCELLANEOUS POEMS. 

Vols. IX. and X. THE LIFE AND LETTERS 
OF LORD MACAULAY. By the Right 
Hon. Sir G. O. TREVELYAN, Bart., M.P. 

This Edition is a cheaper repri .. t of tlu Library 
EditiON of LORD MACAULAY's Life atld Works. 

COMPLETE l-VORKS. 
Cabitlet EditiOfC. 16 vols. Post 8vo., 
, £4 IW• 
Library Editiotl. 8 vols. 8vo., £5 55. 
• Editlburg" 'EditioN. 8 vols. 8vo., 6s. 

each .. 
HISTORY OF ENGLAND FROM THE 

ACCESSION OF 'JAMES THE SECOND. 

Populal' EditiON. 2 vols. Cr. 8vo., 55. 
Stud,,"t's Editiml. 2 vols. Cr. 8vo., 125. 
People'S Editiotl. 4 vols. Cr. 8VO.,.IW. 
Ca6illet Edition. 8 vols. Post 8vo., 48s. 
'.Edi,.burgh' Editiotl. .4 vols. 8vo., 6s. 

each. 
Library Edition. 5 vo~s. 8vo., £4. 

CRiTICAL AND HiSTORICAL esSAYS, 
WITH LAYS OF .ANCIENT ROME, in I 
volume. 
Popular EditiON. Crown 8vo., 2S. 6d. ' 
Allthol';sed Edition. Crown 8vo., 2S. 6d., 

or 3s. 64., gilt edges. , 
Silvel' Library EditiON. Cr. 8ve..,].s. 6d.. 

CRITICAL 'AND .lIISTORICAL ESSAYS. 
Student's Editioll. I vol. Cr. 8vo., 65. 
People'S Edition. 2 vols.- Cr. 8vo., 8s. , 
, Tuvelyarl' Editioll. 2 vols. Cr.8vo., 9s. 
Cabi"et EditiON. 4 vols. Post 8vo., 245. 
'Edillb"rgh' Edition. 4 vols. 8vo., W. 

each. 
Library Edition. 3 vols. 8vo., 365. 

ESSA YS which may be had separat«:ly 
price 6d. each sewed, IS. each cloth. 

Addison and Walpole. Ranke and Gladstone. 

f{:.t::~sBOSC~~~t{::!'J~:i t'!!i'B~:n~achiavelli. 
History. Lord Clive. 

Warren Hastings. Lord Byron, and The 
The Earl of Chatham (Two Comic Dramatists of 

Essays). I • the RestoratioD. 
Frederick the Great. 

lI:fISCELLANEOtJS IVRITfNGS 
Peopu's Edition. I vol. Cr. 8vo.,' 4$. 6d. ' 
Libl'al'Y EditiON. 2 vola. 8VO.,2IS. 
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History,. Polities, Polity, P~litieal M~moirs, &e.-continu"'j) 
,lV:[acaulay(LoRp)-continued. Sheppard. - MEMORIALS OF :s ,: 

MISCELLANEOUS. WRITINGS AND JAMES'S PALACE. By the Rev. EDG \ 
, SPEECHES. SHEPPARD, M.A., Sub-Dean Of H.~I 
Popular' Edition. Crown 8vo., 2S. 6d. ' Chapels Royal. With 41 Full-page PlateS~1 
Cabinet Edition. Including Indian Penal Photo-Intaglio) and 32 Illustrations in t I', 

Code, Lays of Ancient Rome,and Miscel- Text. 2 vols. 8vo., 365. net. ': 
'laneous Poems. 4 'Vols. Pbst 8vo., '24$. Smith.-CARTHAGE AND THE CART :,' 

SELECTIONS FROM THE WRITINGS OF 
LORD MACAULAY. Edited, with Occa- AGINIANS. By R. BOSWORTH SMITH, M. t 
sional Notes, by the Right H'on. Sir G. O. With Maps, Plans, &c. Cr. 8vo., 3s. 6d. r ' 
Trevelyan, Bart. Crown Svo., 6s. Stephens. _ A HIS TOR Y OF THl~ 

MacColl.-THE SULTAN AND ,THE FRENCH REVOLUTION. By H. MORsI[l') 
POWERS. By the Rev. MALCOLM MACCOLL, STEPHENS. 3 vols. 8vo. Vois. I. and Il',~[ 
M.A:, Canon of Ripon. 8vo., lOS. 6d. 185. each. ~ 

Mackinnon.~~HEUNION OF ENG- Stubbs.-HISTORY OF THE UNIVE1'1~ 
LAND 'LlND SCOTLAND: A STUDY OF l'f 

'INTERNATIONAL HISTORY. By JAMES SITY OF DUBLIN, hom its Foundation, lIt' 
MACKINNON: Ph.D. Examiner in History' the End of the Eighteenth Century. By r~ 

,to the University of Edinburgh. 8vo., I6s. W. STUBBS. 8vo., 12S. 6d. ,"fr.· 
I 

'May.-THE CONSTITUTI(JNAL Hls- Sutherland.-=THE HISTORY OF Au. i~ 
TORY OF ENGLAND since the Accession TRALIA AND NEW ZEALAIID, from 1606 t III 
,of George III. 1700-1870. By. Sir THOMAS 1890. By, ALEXANDER SUTHERLAND, M. A1 bi, 
,ERSKINE MAY, K.C.B.(LordFarnborough). and GEORGE SUTHERLAND, M.A. Crow I'll 
3 vols.Cr. 8VO.,.I8s. 8~0., 2S. 6d. _ ' ,~ 

'Merivaie ('-{HE .LATE DEAN). Taylor.-A STUDENT'S, MANUAL O~'~ 
HISTORYOF THE ROMANS UNDER THE THE HISTORY OF INDIA. By Colonel ME llil 

. EMPIRE. 8vols. Crown'8vo., 3s• 6d. each DOW, S TAYLOR, C.S.I.,&c. Cr. 8vo·,7s. 6 '1' 
THE FALL OF THE ROMAN REPUBLIC: I 

a Short History of the Last Century of the Todd.-PARLIAMENTARY GOVERN' 
Commonwea,lth. 12mo., 7s, 6d. MENT IN THE BRITISH COLONIES. Bll 

Montague., THE ELEMENTS OF' ALl'HEUS TODD, LL.D. 8vo., 30S• net. ,; 
ENGLISH CONSTITUTIONAL HISTORY. -By Wakeman and Hassall.-EssAY.,' 
F;. C. MONTAGUE, M.A. Crown 8vo., 3S• 6d. INTRODUCTORY TO THE STUDY OF ENGLISll1 

O'Brien.-IRISH IDEAS. REPRINTED CONSTITUTIONAL HISTORY. By Residen, 
ADDRESSES. By WI~LIAM O~BRIEN.' Cr. Members of the University of Oxford~ 
8vo. 2&. 6d. Edited by HENRY OFFLEY WAKEMAN1 

Richman.-ApPENZELL: PUR"; DE- M.A.,-andARTHUR HASSALL, M.A Crowrll, 
, MOCRACY AND PASTORAL LIFE IN INNER- SVO.,65. II 

RHODEN. A Swiss Stady. By IRVING B. Walpole.-HISTORY OF ENGLAN,£/.J 
RICHMAN, Consul-General of the United FROM THE CONCLUSION OF THE GRE)I7\i1l 
States to Switzerland. With Maps. Crown WAR IN 1815 TO 1858. By SPENCER!P 
8vo·,5s, . , WALPOLE. 6 vols. Crown 8vo., 6$. eachl.~ 

Seebohm (FREDERIC). ' I' 
THE ENGLISH VILLAGE COMMUNITY Wolff. - ODD BITS OF HISTORY.; 1 
, Examined in its Relations to the Manorial being Short Chapters intended to Fill Some" ( 
and Tribal Systems, &c. With 13 Maps Blanks. By HENRY W. WOLFF. 8vo., 8$. 6d" 
and Plates. 8vo., ltiS. 

THE TRIBAL SYSTEM IN WALES: 
Being Part of an Inquiry into the Struc
ture and Methods of' Tribal Society. 
With 3 Maps. 8vo., 125. -

Sharpe.-,.LoNDON AND THEKINGDOM: 
a History aerived mainly from the Archives 
at Guildhall in the custody of the Corpora
tion of the City of London. By REGINALD 
R. SHARPE, D.C.L., Records Clerk in the 
Office of the Town Clerk of the City ox 

Wood-Martin.-PAGAN IRELAND:I '1 

ANARCHA!OLOGICALSXETCH. A Handbook 
of Irish Pre-Christian Antiquities. By W. 
G. WOOD-MARTIN, M.R.I.A. -With 5121 

Illustrations. Crown 8vo., ISS. ' 

Wylie. - HISTORy-' OF ENGLANl)il • 
UNDER HENRY IV. By JAMES HAMILTON~1 
WYLIE, M.A., one of H. M. Inspectors olil; 
Schools. 3 vols. Crown 8vo. Vol. I., 1399-i l1l 
1404, lOS. 6d. Vol. I1.,_-ISI~_~ V~1. ~II .• ISS. ~l 



MESSRS. LON9MANS & CO.'S STAND,ARD~AND GENERAL W~RkS. 7, 

Personal' Memoirs, &<3. Biography, 
Armstrong.-'THELIFEANDLETTERS 

OF EDMUNl{ J: ARMSTRONG. Edited -by 
G. F. ARMSTRON,G. Fcp. 8vo., 75. 6d. 

Bacon.-THE LETTERS AND LIFE, OF 
FRANCIS BACON, INCLUDING ALL HIS, OC· 
CASIONAL WORKS. E;dited by JAMES SPED·, 
DING: 7 vols. 8vo., £44S. 

Bagehot.-BIOGRAPHICAL STUDIES. 
By WALTER BAGEHOT. Crown 8vo., 3£. 6d. 

Blackwell. - PIONEER WORK IN 
OPENING THE 111EDICAL PROFESSION'TO ' 
WOMEN: Autobiographical Sketches. By 
Dr: ELIZABETH BLACKWELL. Cr. 8vo., 65. 

Boyd (A. K. H.) (" A.K.H.B.'). 
TWENTY-FIVE 'YEARS OF ST. 

ANDREWS. 1865.1890. 2 vols. 8vo. 
Vol. I. 12S. Vol. II. ISS. 

ST. ANDREWS AND -ELSEWHERE: 
Glimpses of Some Gone and of Things 
Left. 8vo., ISS. 

THE LAST YEARS OF ST. ANDREWS:
SePTEMBER 1890 TO SEPTE."JBER 1895. 
8vo., 155. 

, Brown.-FoRD MADOX BROWN.. A 
Record of his Life and Works. 'By FORD M. 
HUEFFER. With 45 Full.page Plates (22 
Autotypes) and 7 Illustrations in the Text. 
8vo., 425. , ' 

Buss.-FRANCES MARY Buss AND 
HER WORK FOR EDUCATION. By ANNIE 
E. RIDLEY. With 5 portraits and 4 lllus. 
trations. Crown,8vo, 75. 6d. 

Carlyle.-THOMAS CARLYLE-: A His-
tory of ' his Life. By JAMES ANTHONY 
FROUDE. 
1795.1835. z vols. Crown 8vo., 7s, 
1834-1881. 2 vols. Crown 8vo., 7S. 

Digby.=-THE LIFE OF SIR KENELM 
'DIGBY, by one of his Descendants, the 

Author of • The Life .of a Conspirator,' 
.' A Life, of Archbishop Laud,' etc. .With 
7 Illustrations. 8vo., 165. 

\ 

Erasmus'.-LIFE AND LETTERS OF 
ERASMUS. By JAMES ANTHONY FROUDE. 
Crown 8vo. 

Fox.-THE EARLY HISTORY OF 
CHARLES 1 AMES Fox. By the Right Hon. 
Sir G. O .. TREVELYAN, Bart. 

Library Edition. 8vo., 185. 

Halford.-:'THE LIFE OF SIR HENRY 
HALFORD, BART., C.C.H., 'M.D., F.le.S" 
By WILLIAM MUNK, M.D., F.S.A. 8vo.., 
12S.6d. ' 

Hamilton.-LIFE OF SIR U'ILLIAM 
HAMILTON. By R. P. GRAVES. 8vo. 3 vols. 
ISS. each. ADDENDUM, 8vo., 6d. sewed. 

Harper.-A' ilfEMOIR OF 'HUGO 
£lANIEL HARPER, D.D;, late Principal 01 
Jesus College, Oxford, and for many year& 
Head Master of Sherborne School. By L. 
V. LESTER, M.A. Crown 8vo., 55. 

Havelock.~MEMOIRS OF SIR HENRY 
HAVELOCK, K. C. B. By JOHN CLAl<K 
MARSHMAN. Crown 8vo., 3S' 6d. 

Haweig.-MY MUSICAL LIFE.' By 
the Rev. H. R. HAWEIS. With Portrait of' 
Richard Wagner and 3 Illustrations. Crown 
8vo., 7s. 6d. 

Holroyd • ...!..THE GIRLHOOD OF MARIA 
JOSEPHA HOLROYD (Lady Stanley of 
Aldtrley). Recorded in Letters of a Hun
dred Years Ago, from 1776 to 1796. Edited. 
by J. H. ADEANE. With 6 POl:tJ:ai~s~ 
~vo., 185. 

Lejeune.-MEMOIRS OF BARON Le:· 
JEUNE, Aide·de-Camp to Marshals Berthier, 
Davout, and Oudinot.,' Translated and 
Edited from the Original French by Mrs. 
ARTHUR BELL (N. D'ANVERS). With a 
Preface /ly Major.General MAURICE, C.B. 
:t vols. .Bvo., 245. 

Luther. ~LIFE OF LUTHER.' ·By 
JULIUS KOSTLIN. With Illustrations from 
Authentic Sources. Translated from the 
German. Crown 8vo., 7s, 6d. .. 

Macjlulay.-THE LIFE AND LETTERS 
OF LORD ilIACAULAY. By the Right Hon. 
Sir G. O. TREVELYAN, Bart., M.P. 

Pup .. lar Edition. I vol. Cr. 8vo., 2S. 64. -
Stndcnt's Editio" I vol. Cr: 8vo" 6s. ' 
Cabinet Edition. 2 vols. Post 8vo., I2S. 

Library Edition. 2 vols; 8vo.,36s. ' • 
C • Edinburgh' Edition. 2 vols. 8vo., 6$., 

each. , 
Marbot. - THE MEMOIRS OF THE 

BARON DE 1IIARBOT. Translated from the 
French. Crown 8vo., 7s. 6d. 

NanSen.-PRIDTIOF NANSEN; 1861":-
1893. By W. C. BROGGER and NORDAHL 
ROLFSEN. Translated by WILLIAM ARCHER. 
With 8 Plates, 48 Illustrations in the Text_ 
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History, Politics, Polity, Political Memoirs, &c.-continutd. 
Macaulay (LoRP)-continued. Sheppard. - MEMORIALS OF Sr. 

'MISCELLANEOUS. WRITINGS AND JAMES'S rJlLJlcE. By the Rev. EDOAR 
SPEECHES. SHEPPARD, M.A.! Sub.Dean bf H.M. 
Popular Edition. Crown 8vo., 2S. 6d. Chapels Roy~1. With 41 Ful1.pa~e PI~te. (8 
Cabinet Edition. Including Indian Penal Photo·lntagho) and 32 illustrations tn the 

Code, Lays of Ancient Rome,and Miscel· Text. 2 vols. 8vo., 361. net. 
laneous Poems. 4 vols. Post 8vo., 24" 

SELECTIONS FROM THE WRITINGS OF 
LORD lIfACJlULAY. Edited, with Occa· 
sional Notes, by the Right Hon. Sir G. O. 
Trevelyan, Bart. Crown 8vo., 6s. 

MacColl.-THE SULTAN AND THE 
POWERS. By the Rev. MALCOLM MACCOLL, 
M.A., Canon of Ripon. 8vo., lOS. 6d. 

Mackinnon.-THE UNION OF ENG
LAND AND SCOTLAND: A STUDY OF 
INTERNATIONAL HISTORY. By JAMES 
MACKINNON, Ph.D. Examiner in History 
to the University of Edinburgh. !lvo., I6s. 

May.-THE CONSTITUTIONAL HIS
TORY OF ENGLAND since the Accession 
of George III. 1760.1870. By Sir THOMAS 
.ERSKINE MAY, K.C.B. (Lord Farnborough). 
3 vols. Cr. 8vo., lS,. 

Merivale (THE LATE DEAN). 
HISTORYOF THERoMANS UNDER THE 

EMPIRE. S vols. Crown' 8vo., 3" 6d. each 
THE FALL OF THE ROMAN REPUBLIC: 

a Short History of the Last Century of the 
Commonwealth. nmo., 7s. 6d. 

Smith.-CARTHAGE AND THE CARTH
AGINIANS. By R. BOSWORTH SMITH, M.A., 
With Maps, Plans, &c. Cr. Svo., 31. 6d. 

Stephens.-A HISTORY OF THE 
FRENCH REVOLUTION. By H. MORSE 
STEPHENS. 3 vols. 8vo. Vols. I. and II. 
I8s. each. 

Stubbs.-HISTORY OF THE UNIVER
SITY OF DUBLIN, from its Foundation to 
the End of the Eighteenth Century. By J. 
W. STUBBS. 8vo., 12S. 6d. ' 

Sutherland.-THE HISTORY OF ALTS' 
TRALIA AND NEW ZEALAIID, from 1606 to 
1890. By ALEXANDER SUTHERLAND, M.A., 
and GEORGE SUTHERLAND, M.A. Crown. 
8vo., 21. 6d. 

Taylor.-A STUDENTS MANUAL OF 
THE HISTORY OF INDIA. By Colonel MEA· 
DOWS TAYLOR, C.S.I., &c. Cr. Svo., 71. 6d. 

Todd. - PARLIAMENTARY GOVERN· 
MENT IN THE BRITISH COLONIES. By 
ALPHEUS TODD, LL.D. 8vo., 301. net. Montague . .,- THE ELEMENTS .oF' 

ENGLISH CONSTITUTIONAL HISTORY. By Wakeman and Hassall.-EssA l'S 
F., C. MONTAGUE, M.A. Crown 8vo., 3s• 6d. INTRODUCTORY TO THE STUDY OF ENGLISH 

O'Brieo.-IRISH IDEAS. REPRINTED CONSTITUTIONAL HISTORY. By Resident 
ADDRESSES. By WILLIAM O'BRIEN. Cr. Members of the University of Oxford. 
8vo. 2&. 6d. Edited by HENRY OPFLEY W AKIlMAN, 

Richman.-ApPENZELL: PURE DE- M.A., and ARTHUR HASSALL, M.A Crown 
MOCRACY AND PASTORAL LIFE IN INNER. 8vo.,6s. 
RHODEN. A Swiss Study. By laVING B. Walpole.-HISTORY OF ENGLAND 
RICHMAN, Consul· General of the United FROM THE CONCLUSION OF THE GREAT 
States to Switzerland. With Maps. Crown WAR J.V 1815 TO IS58. By SPENCER 
SvO·,51• . WALPOLE. 6 vols. Crown 8vo., 6,. each. 

Seebohm (FREDERIC). 
THE ENGLISH VILLAGE COMMUNITY 

Examined in its Relations to the Manorial 
and Tribal Systems, &c. With 13 Maps 
and Plates. 8vo., If;I. 

THE TRIBAL SYSTE/I{ IN WALES: 
Being Part of an Inquiry into the Struc· 
ture and Methods of Tribal Society. 
With 3 Maps. 8vo., 121. 

Shar,Pe ........ LoNDON AND THE KINGDOM: 
a History derived mainly from the Archive. 
at Guildhall in the custody of the Corpora. 
tion of the City of London. By REGINALD 
R. SHARPE, D.C.L., Records Clerk in the 
Office of the Town Clerk of the City at 
,,. .. clA"'a • • ~y~,.,- Q,...... .. ...... #.; ---~ 

WOlff.-ODD BITS OF H,STORY: 
being Short Chapters intended to Fill Some 
Blanks. By HENRY W. WOLFF. 8vo., 8 •• 6d. 

Wood-Martin.-PAGAN IRELAND: 
ANA RCHA!OLOGICAL SKETCH. A Handbook 
of Irish Pre·Christian Antiquities. By W. 
G. WOOD· MARTIN, M.R.I.A.With 5u 
Illustrations. Crown 8vo., 15" 

Wylie. - HISTOR}: OF ENGLAND 
UNDER HENRY IV. By JAMI!8 HAMILTON 
WYLIE, M.A., one of H. M. Inspectors of 
Schools. 3 vols. Crown 8vo. VoL 1.,1399-
I404,10I.6d. Vol. I!;,,~.S.~ .. V~I..I.n'1151. 
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Biography, Personal Memoirs, &0. 
Armstrong.-'TnELIFEAlYDLETTERS Halford.-THE LIFE OF SIR HENRY 

OF ED.VU,\7~ '].' AR.VSTRONG. Edited by HALFORD, BART., C.C.H., M.D" F.R.s •• 
G. F. ARMSTRONG. Fcp. Svo., 7s. 6d. ' By WILLIAM MUNK, M.D., F.S.A. 8vo .• 

, 12$.64. 
Bacon.-TnE LETTERS AND LIFE OF 

FRANCIS BACON, INCLUDING ALL HIS OC· 
CASIONAL IYORKS. Edited by JAMES SPED· 
DING. 7 vols. 8vo., '£,4 4s, 

Bagehot.-BIOGRAPHICAL STUDIES. 
By WALTER BAGEHOT. Crown 8vo.,]S. 6d. 

Blackwell. -PIONEER WORK IN 
OPE.YlNG THB ,lIBDICAL PROFESSION TO 
WO,VEN: Autobiographical Sketches. By 
Dr. ELIZABBTH BLACKWELL. Cr. Svo., 6s. 

Boyd (A. K. H.) (, A. K.H.B:). 
TwE.vTY-FIVE YEARS OF ST. 

ANDREWS. IS65-1Sgo. z vols. Svo. 
Vol. I. 12$. Vol. II. ISS. 

ST. ANDREWS AND ELSEWHERE: 
Glimpses of Some Gone and of Things 
Left. Svo., ISS. 

THE LAST lEARS OF ST. ANDREWS:. 
SEPTE.VBER 1890 TO SEPTE,VBER 1895. 
8\,0., ISS. 

Brown.-FoRD MADOX BROIfW: A 
Record of his Life and Works. By FORD M. 
HUEFFER. \'lith 45 Full'page Plates (22 
Autotypes) and 7 Illustrations in the Text. 
Svo·,42s. ' 

Buss.-FRANCES MARY Buss AND 
HER WORK FOR EDUCATION. By ANNIE 
E. RIDLEY. With 5 Portraits and 4 Illus· 
trations. Crown Svo, 7s. 6d. 

Carlyle.-THOMAS CARLJ'LE-: A His
tory of his Life. By JAMES ANTHONY 
FROUDE. 
1795.1835. :: vols. Crown 8vo., 7s. 
1834-1881. 2 vols. Crown 8vo., 7S. 

Digby.:....THE LIFE OF SIR KENELM 
. DIGBY, b.y one of his D,scnufants, the 

Author of • The Life of a Conspirator,' 
• A Life, of Archbishop Laud,' etc. ,With 
7 Illustrations. 8vo., 16s. 

Erasmus'.-LIFE AND LETTERS OF 
ERASMUS. By JAMES ANTHONY FROUDB. 
Crown 8vo. 

Fox.-THE EARL)' HISTORY OF 
CHARLES _'lANBS Fox. By the Right Hon. 
Sir G. 0., TRBVELYAN, Bart. 

Library Edih'on. 8vo., 185. 
Cabi"d Edition. Crown 8vo .. 6$. 

Hamilton.-LIFE OF SIR WILLIAM 
HA.VILTON. By R. P. GRAVES. 8vo. 3 vols. 
ISS. each. ADDENDUM. Svo., 6<1. sewed. 

Harper.-A ME,VOIR OF HCGO 
-DANIEL H.4RPER, D.D., late Principal ot 
Jesus College, Oxford, and for many years 
Head Master of Sherborne School. By L. 
V. LESTER, M.A. Crown S\'o., 55. 

Havelock.-AI'EMOIRS OF SIR HESG), 
HAYELOCK, K. C. B. By JOHN CLARK 
MARSHMAN. Crown 8vo., 3$. 6d. 

Haweis.-My lIEuSICAL LIFE.' By 
thl; Rev. H. R. HAWEIS. With Portrait of 
Richard Wagner and 3 lllustrations. Crown 
Svo., 7s. 6d. 

Holroyd • ..!.THE GIRLHOOD OF JVARU 
JOSEPHA HOLROYD (Lady Stanley of 
Ald"ley). Recorded in Letters of a Hun
dred Years Ago, from 1776 to 1796. Edited 
by J. H. ADE.>.NE. With 6 Poruaits, 
Svo., 18s. 

Lejeune.-ME.lIOIGS OF B.HWS LE" 
JEUXE. Aide·de-Camp to Marshals Berthitr, 
Davout, and Oudinot. 'Translated and 
Edited from the Original French by Mrs. 
ARTHUR BELL (N. D'ANVERS). With a 
Preface by Major.General MAURICE, C.B. 
:2 vols. Svo., 245. 

Luther. -LIFE OF LUTHER. By 
JULIUS KOSTLIN. \Vith lllustrations from 
Authentic Sources. Translated 1mm the 
German. Crown 8vo., 7s. 6d. .. 

Macaulay.-THE LIFE A.I'D LETTEGS 
OF LORD MACAULAY. By the Right Hon. 
Sir G. O. TREVELYAN, Bart., M.P. 

P"p"lar EditioH. I vol. Cr. 8vo., as.6d.. 
St,uinlt's E,lition I vol. Cr. 8vo., 6s • 
Cabinet EditiON. 2 vols. Post 8vo., us. 
Library Edition. 2 vols. 8vo., 365 • 
• Edi"burg'" EditioN. 2 vois. 8vo., 6s. 

each. 

Marbot. - THE AlE.llOIRS OF THE 
BARO.V DB MARBOT. Translated from the 
French. Crown 8vo., 7s. 611. 

Nansen.-FRlDTIOF NANSEN, 1861': 
• ISg3· By W. C. BROGGER and NORDAHL 

ROLFSEN. Translated by WILLIAM ARCHER_ 
With 8 Plates, 4S lllustrations in the Text. 
':and '2 ltAnQ )l"" T~. I\.~ 
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Biography, Personal Memoirs,- &c.~conti1tued. 

Romanes.~THE, LIFE AND .lETTERS 
. OF GEORGE 'JQHN ROMANESy M.A., LL.D., 
,F.R.S. Written and Edited by his WIFE. 
With Portrait and 2 Illustrations. Crown 
8vo., ,65. 

Seebohm.-THEOXFORDREFORMERS 
-JOHN OOLET, ERASMUS AND THOMAS 
MORE: a History of their l"eUow-Work. 
By FREDERIC S,I!EBOHM. 8vo., 1'15. 

Shakespeare. ~ OUTLINES OF THE 
, LIFE OF SHAKESPEARE. By J. O. HALLI

WELL, PHILLIPPS. With llIustrations .anp 
Fac-sil1!iles. 2 vols. 'Royal 8vo., :£1 IS., 

Turgot.-THE LIFE AND WRITINGS 
OF TuRGOT, Comptroller-General of France, 
1774-1776. Edited for English Readers by 
W. WALKER STEPHENS. 8vo., 12S. 6d. 

Verney. -MEMOIRS OF THE VERNEY 
FAMILY. 

Vols. 1. & II .. DURING THE CIVIL. WAR. 
By FRANCES PARTHENOPE VERNEY. With 
38. Portraits, Woodcuts and Fac-simile. 
Roya18vo., 42S. 

Vol. II!., DURING THE COMMONWEALTH. 
1650-1660. By MARGARET M. VERNEY. 
With 10, Portrait~, &c. Royal 8vo., 2IS. 

·Wellington.-LIFE OF 'rHE DUKE 
Shakespeare's TRUE LIFE. By OF WELLINGTON. By the Rev. G. R. 

<JAMES WALTER. With 500 Illustrations by GLEIG, M.A. Crown 8vo., 3S. 6d. 
GERALD E. MOIRA. Imp. 8vo., 2IS. 

Stephen~-EsSAYS IN ECCLESIASTI
CAL -BIOGRAPHY. By Sir JAMES STEPHEN. 
Crowp. 8vo., 7s. 6d. • 

Wolf.-THE LIFE OF JOSEPH WOLF, 
ANIMAL PAlIvTER. By A. H. PALMER. 

"With 53 Plates and 14 Illustrations ih the 
,Text. 8vo., 215. 

Travel and Adventure, the Colonies, &0. 
Arnold (SIR EDWIN). 

SEAS AND LANDS. With 71 Illus
trations. Cr. 8vo;, 3s. lid. 

WANDERING ·WORDS. With 45 
Illustrations. 8vo., 185. 

EAST AND. WEST: With 14 Illus
tratiom;, by R. T. PRITCHETT. 8v~., I8s. 

A U$TRALIA AS IT IS, or facts 
and features, Sketches, and Incidents of 
4ustralia and Australian Life with Notices 
of New Zealand. By A CLERGYMAN, 

'thirteen years resident in the interior ,of 
New South Wale~. Crown 8vo., 55. 

. Baker (SIR S. W.). 
EIGHT YEARS IN CEYLON. With 6 

Jllustrations. ,Crown 8vo., 3S. 6d. 

TUE RIFLE AND THE HOUND IN 
CEYLON. With 6 lllustrations. Crown 
8vo., 3s. 6d., 

Bent 0. TH~ODORE). 
THE RUINED CITIES OF MASHONA

LAND: being II. Record of Excavation 
and Exploration in 1891. With II7 
11lu.trations. Crown 8vo., 3S. 6d. 

Bent O. THEODORE)-eontinued. 
THE'SACKED CITY OF THE ETHIO

PlANS: ',being a Record of Travel and 
Research in Abyssinia in 1893. With, 8 
Plates and 65 Illustrations in the Text., 
8vp., lOS. 6d. 

;Bicknell.-TRAVEL AND ADVENTURE 
, IN NORTHERN QUEENSLAND. By ARTHUR 

C. BICKNELL. With 24 Plates and 22 Illus
trations in the Text. 8vo., ISS, 

Brassey.-VOYAGES AND TRAVELS 
OF LORD BRASSEY, XC. B., D.C.L., 1862-
1894. Arranged and Edited by Captain S. 

'EARDLEy-WILMOT, 2 vols. Cr. 8vo., 105. 

Brassey (THE LATE LADY) • 

A VOYAGEINTHE'SUNBEAM;' OUR 
,HOME ON THE OCEAN FOR ELEVEN 

jJIOIlTHS. 
Library Edition. With 8 Maps and 

Charts, and u8 Illustrations. 8vp. 2IS. 
Cabinet Edition. With Map and 66 

Illustrations. Crown 8vo., 1s. 6d. 
Silver Library Edition. With 66 Illustra

tions. Crown 8vo., 35. 6d. 
Popular Edition. With 60 Illustrations. 

4to., 6d. sewed, IS. cloth. 
School Edition. With 37 Illustrations. 

Fcp., 2S. cloth, or 3s, white parchment. 
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Travel and Adventure, the Colon,ies,· &C."'--Contz'nued. 
Brassey(THE LAT$ LADy)-continued. Max Miiller.-LETTERS FROM CON- . 

SUNSHINE AND STORM IN THE EAST. 

Library Edition. With 2 Maps and 141 
Illustrations. 8vo., 2IS. 

Cabi"et Editiotl. With 2 Maps and II4 
Illustrations. Crown 8vo., 7s. 6d. 

Popular Edition. With 103 Illustrations. 
4to., 6d. sewed, IS. cloth. 

IN THE TRADES, THE TROPICS, AND 
THE' .{(OARING FORTIES. ' 
Cabitlet Edition. With Map and .220 

lIlustrations. Crown 8vo., 7S, 6d. 
Popular Edition. With I83 Illustrations. 

4to., 6d. sewed, IS. cloth. 

THREE VOYAGES IN THE' SUNBEAM'. 
Popular Ed. With 346 Illust. '4to., 25.6d. 

Browning.~A GIRL'S WANDERINGS 
IN HUNGARY. By H. ELLEN BROWNING. 
With Map and 20 Illustrations. Crown Bvo., 
7s. ed. 

Froude (JAM~S A). , 
OCEANA: or England and her Col

onies. With 9 Illustrations. Crown Svo., 
2S. boards, 2~. 6d. cloth. 

THE ENGLISH IN THE TVEST INDIES: 
or, the Bow of Ulysses. With 9 lIlustra
tions. Crown 8vo., 2S. boards, 2S. 6d. cloth. 

Howitt.- VISITS. ToREMARKAB'LR 
PLACES. Old Halls, Battle-Fields, Scenes, 
i11ustrative of Striking Passages in English 
History.and Poetry. By WILLIAM HOWITT. 
With 80 Illustrations. Crown Bvo., 3S' 6d. 

Knight (E. F.). 
THE CRUISE OF THE 'ALERTE': the 

Narrative of a Search for Treasure on the 
Desert Island of Trinidad. With 2 Maps 
and 23 Illustrations. Crown 8vo., 3s. 6d. 

WHERE THREE EMPIRES JlfEET: a 
Narrative of Recent Travel in Kashmir, 
Western Tibet, Baltistanl Ladak, Gilgit, 
and the adjoining Countries. With a 
Map and 54 Illustrations. Cr. 8vo., 3s. 6d. 

THE ,',FALCON' ON THE BALTIC: a 
Voyage from London to Copenhagen in 
a Three-Tonner. With 10 Full-page 
Illustrations. Crown 8vo., 3s. 6d. 

Lees arid Clutterbuck.-B.C.1887: 
A RAMBLE IN BRITISH COL/7MBIA. By J. A. 
LEES and W. J. CLUTTERBUCK. With Map 
and '7~ Illustrations: Crown 8vo .. ''IS. 6d. 

STANTINOPLE. By Mrs. MAX MULLBR. 
With 12 Views of Constantinople and the 
neighbourhood. Crown 8vo., 6s. 

Nansen (FRIDTJOF). 
THE FIRST CROSSING OF GREEN

LAND. With numerous Illustrations and 
a Map. Crown 8vo., 3S. 6d. 

ESKIMO LIFE. ·With 3 I Illustrations. 
svo., 16s. 

Oliver.-CRAGS AND CRATERS: 
Rambles in the Island of Reunion. By 
WILLIAM DUDLEY OLIVER, M.A. With 
27 Illustrations and a Map. Cr. Svo., 6s. 

Peary. - My ARCTIC .JOURNAL: a 
year .among Ice-Fields and Eskimos. By 
JOSEPHINE DIEBITSCH-PEARY. With i9 
Plates, 3 Sketch Maps, and 44 lllustration& 
ill the Text. 8vo., us. 

Qui11inan~-.JOURNAL OF A FEW 
MOATHS' RESIDEACE IN PORTUGAL, and 
Glimpses of the South of Spain. By Mrs. 
QUILLINAN (Dora Wordsworth). New 
Edition. Edited, with Memoir, by EDMUND, 
LEE, Author of' Dorothy Wordsworth,' &c. 
Crown Bvo., 6s. 

Smith.-CLIMBING IN THE' BRITISH 
ISLES. By'\V. P. HASKETT SMITH. With 
Illustrations by ELLIS CARR, andNumerous 
Plans. 

Part I. ENGLAND. I6mo., 3s. 6d. 
Part II. WALES AND IRELAND. 16mo., 

3s• 6d• 
Part III. SCOTLAND. [III prepara'ioll. 

Stephen.,- TilE. PLAy·Gkou.tlD OF 
EUROPE. By LESLIE STEPHEN .. New 
Edition, with Additions and 4 Illustrations. 
Crown 8vo., 6s. net. 

THREE IN NOR WA Y. By Two 
of Them. With a Map and 59 lllustrations. 
Crown 8vo., 25. boards, 25. 6d. cloth. . 

Tyndall.-THE GL.ACIERS OF THE 
ALl's: being a Narrative of Excursions 
and Ascents. An Account of the Origin 
and Phenomena of Glaciers, and an Ex
position of the Physical Principles to which 
they are related. By JOHN ,TYNDALL, 
F.R.S. With numerous Illustrations .. Crown 
8vo., 6s •. 6<1. net. 

Whishaw.-THE ROMANCE OF T8E 
WOODS: Reprinted Articles and Sketches. 
Bv FRED. J. WHISHAW. Crown 8vo., 6s •. 
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Veterinary MedioineJ &0. 
St~el (J OHN HEN~Y). 

A TREATiSE ON THE DISEASES OF 
THE DOG. With 88 Illustrations. 8vo., 
lOS: 64. ' 

A TREATISE ON THE 'DISEASES OF 
THE OX. With 119l11ustrations. 8vo., ISS. 

.4 'TREATISE ON THE DISEASES OF 
THE SHEEP.' With lOa Illustrations. 
8vo., Us. 

OurUPES OF EQUINE A.NATOMY: a' 
Manual for the use of Veterinary Students 
in,the, Dissecting Room. Cr. 8vo., 7$.6d. 

Fitzwygram. -':"HORSES AND 
STABLES. By Major-General Sir F. FITZ
WYGRAM, Bart. With 56 pages of Illustra

, tions., 8vo., 2S. 6d. net. 

, Stonehenge.' - THE DOG IN 
HEALTH A¥D DISEASE. By' STONE
HENGE '. With 78 Wood Engravings. 
8vo., 7s. 6d • 

Youatt· (WILLIAM). 
THE HORSE. Revised l1-nd Enlarged 

by W. WATSON, M.R.C.V.S. With 52 
Wood Engravings. 8vo., il. 6d. 

THE DOG., Revised' and Enlarged. 
With 33 Wood Engravings. 8vo.,6&. 

I 

Sport and Pastime. 
THE BADMINTON LIBRARY. 

, Edited by HiS GRACE THE DUKE OF BEAUFORT, K.G.; i\ssistea by ALFRED E. 
, T. WATSON. . 

Complete 'in 28 Volumes. Crown 8vo., Price lOS. 6d. each Volume, Cloth. 

*'. * The' Voiu'm~s are also iSSIled half-bound in Leather, with gilt top. The price can be had 
from all Booksellers. 

ARCHER Y.By C. J. LONGMAN and 
Col. H. WALROND. With Contributions by 
Miss, LEGH, Viscount DILLON, Major C. 
HAWKINS FISHER, &c. With 2 Maps, 23 
Plates and 172 Illustrations in tile Text . 

. Crown 8vo., los.6d. 

ATHLETICS AND FOOTBALL. 
By MONTAGU~ SHEARMAN. With 6 ,Plates 
and 52 Illustrations in the Text. Crown 
8vo ... lOS. 6d., 

BIG GAME SHOOTING. By 
CLIVE PHILLIPPS-WOLLEY. 

,Vol. 1. AFRICA AND AMERICA. 
With Contributions by Sir SAMUEL W. 
BAKER, W. C. OSWELL, F. J. JACKSON, 
WARBURTON PIKE, and F. C. SELOUS. 
With 20 Plates and 57 Illustrations in the 
Text. Crown 8vo., 10s.6d. 

Vol. II. EUROPE, ASIA, AND THE 
ARCTIC REGIONS. With Conttibu
tions by Lieut.-Colonel R. HEBER 
PERCY, ARNOLD PIKE, Major ALGERNON 
C. HEBER PERCY, &c. With 17 Plates 
and 56 Illustrations in the Text. Crown 
8vo., lOS. 6d. 

BILLIARDS. By Major W. BROAD
FOOT, R.E. With Contributions by A. H. 
BOYD, ,SYDENHAM DIXON, W. J. FORD, 
DUDLEY D. PONTIFEX, &c. With I I Plates, 
19 lllustrations in the Text, and numerous 
Diagrams and Figures. Crown Bvo., lOS. 6d. 

BOATING. By W. B. WOODGATE. 
With 10 Plates/39 Illustrations .in the Text, 
and from Instantaneous Photographs, and 
4 Maps of the Rowing Courses at Oxford, 
Cambridge, Henley, and Putney. Crown 
8vo., lOS. 6d, 

COURSING AND FALCONR Y. 
By HARDING Cox and the Han. GERALD 
LASCELLES. With 20 Plates and 56 Illus
trations in the Text. Crown 8vo., 10$. 6d. 

CRICKET. By A. ·G. STEEL and 
the Han. R. H. LYTTELTON. With Con
tributions by ANDREW LANG, W. G. GRACE, 
F. GALE, &c. With 12 Plates and 52 lllu8-
trations in the Text. Crown 8vo., lo.t. 64. 

. . 
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Sport and Pastime'-cont£nued. 

THE BADMINTON LIBRARY-continued. 

CYCLING. By the EARL OF ALBE
MMtLE and G. LACY HILLIER. With 19 

, Plates and 44 Illustrations in the Text. 
Crown 8vo., lOS. '6d. ' 

DANCING. By Mrs. LILLY GROVE, 
F.R.G.S. With Contributions by' Miss 
MIDDLETON, The Hon. Mrs. ARMYTAGE, 
&c. With Musical Examples, a\lld 38 Full
page Plates and 93 Illustrations in the Text. 
CrClwn 8vo., 'lOS. 6d. ' 

DRIVING. By His Grace the DUKE 
of BEAUFORT, K.G. With Contributions by 
other Authorities. With Photogravure 
Intaglio Portrait of His Grace the DUKE OF 
BEAUFORT, and II Pljltes and 54 Illustra
tions in the Text. Crown 8vo., lOS. 6d. 

FENCING, BOXING, AND 
WRESTLING. By WALTER H. POLLOCK, 
F. C. GROVE, C. PREVOST, E. B. MITCHELL, 
and WALTER ARMSTRONG. With 18 Intaglio 
Plates and 24 Illustrations in the Text. 
Crown 8vo., lOS. 6d. 

/fISHING. By H. CHOLMONDELEY
PENNELL, Late Her Majesty's Inspector 
of Sea Fisheries. ' , 

Vol. I. SALMON AND TROUT~ With, 
Contributions by, H., R. FRANCIS, MajOl' 
JOHN P. TRAHERNE, &c. With: Frontis
piece, 8 Full-page I1lustrations of Fishing 
Subjects,' and numerous Illustrations of 
Tackle, &c. Crown 8vo., lOS. 6d. 

Vol. II.' PIKE 'AND OTHER.. COARSE 
FISH. ,With Contributions by the 
MARQUIS OF EXETER, WILLIAM SENIOR, ' 
G. CHRISTOPHER DAVIS, &c. With 

, Frontispiece, 6 r'ull-page Illustrations of 
Fishing Subjects, and numerous Illustra
tions of Tackle, &c. Crown 8vo., lOS. 6d. 

GOLF. By HORAcE G. HUTCHINSON. 
With Contributions by the Rt. Hon. A. J. 
BALFOUR, M.P., Sir WALTER SIMPSON, Bart., 
ANDREW LANG, &c. With 2S Plates and 
(is I1lustrations in the'Text. ,Crown 8vo., 
lOS. 6d. 

HUNTING;. By His Grace the DUKE 
OF BEAUFORT, K.G., and MOWBRAY MORRIS. 
With Contributions by the EARLCIF SUFFOLK 

) AND BERKSHIRE, Rev. E. W. L. DAVIES, 
J. S. GIBBONS, G. H. LON,GMAN, &c, With 
5 Plates and 54 Illustrations in the Tex~. 
r' .. "" ••. "-. 0 •• _ _ __ It: J 

MOUNTAINEERING, By C. t.' 
DENT. With Contributions by Sir W. M. 
CONWAY, D. W. FRESHFIELD, C. E. 
MATTHEWS, &c. With 13 Plates and Q5' 
Illustrations in the Text. Cr. 8vo., lOS. 6d ... ' 

POETRY OF SPORT (THE).'
Selected by HEDLEY PEEK. With a 
Chapter on Classical Allusions to Sport by 
ANDREW LANG, and a Special Preface to 
the Badminton Library by A. E. '1:. WATSO\'l. 
With 32 Plates and 74 Illustrations in the 
Text; C~own 8vo., loS.6d. 

RACING AND STEEPLE-CHAS-
ING. By the EARL OF SUFFOLK AND 
BERKSHIRE, W. G. CRAVEN, the Hon. F. 
LAWLElt, ARTHUR COVENTRY, and ALFRED 
E. T. WATSON. With Coloured Frontis
piece and 56 Illustrations in the Text. 
Crown 8vo., 'lOS. 6d. 

RIDING AND POLO. 
RIDING. ,By Captain ROBERT WEIR, 

the DUKE OF BEAUFO~T, the EARL OF .. 
SUFFOLK AND BERKSHIRE, the EARL OF 
ONSLOW, J. MURRAY BROWN, &c. With 
18 Plates and 41 Illustrations in the Text. 
Crown 8vo., lOS. 6d. 

SEA FISHING. By J OHN BICKER~ 
DYKE, Sir H. W. GORE-BoOTH".A,t.Fl,I.ED 
C. HARMSWORTH, and W. SENIOR. With 
22 Full-page Plates and 175 Illustrations, in 
the Text. Crown' 8vo., lOS. 6d. 

SHOOTING. 

Vol. I. FIELD AND COVERT. By LORD' , 
WALSINGHAM and Sir RALPH PAYNE-' 
GALLWEY, Bart. With Contributions by 
the Hon. GERALD LASCELLES and A. J. 
STUART-WORTLEY. With ,il Full-page 
Illustrations and 94 Illustrations in the 
Text. Crown 8vo., lOS. 6d. 

Vol. U. MOOR AND, MARSH. By 
LORD W ALSINGHAM and Sir RALPH PAYNE
GALLWEY, Bart. With Contributions by 
LORD LOVAT and Lord CHARLES LENNOX 
KERR,' With 8 Full-page Illustrations 
~nd 57 Ill,:s~ations in the Text. Crown 
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_Sport and Pastime-contt"nued. 
THE. BADMINTON LIBRARY-continued. 

SKATING, 'CURLING, TOBOG- I YACHTING. 
GANING. By J. M. HEATHCOTE, C. G. 
TE8BUTT, T. MAXWELL WITHAM, Rev. 
JOHN KERR, ORMOND HAKE, HENRY A. 
BUCK. &c. With 12 Plates and 272 lllus· 
trations and Diagrams in the Text. Crown 
8vo., lOS. 6d. 

SWIMMING. By ARCHIBALD SIN' 
CLAIR and WILLIAM HENRY, Han. Secs. 
. of the Life·Saving Society. With 13 Plates 
and 106 Illustrations in the Text. Crown 
8vo., lOS. 6d. 

TENNIS, LA WN TENNIS, 
RACKETS AND FIVES. By J. M. and 
C. G. HEATHCOTE. E. O. PLEYDELL· 
BOUVERIE, and A.C. AINGER. With Contri. 
butions by the Han. A. LYTTELTON. W. C. 
MARSHALL, Miss L. DOD, &c: With 12 
Plates and 67 Illustrations in the Text. 
Crown 8vo., lOS. 6d. 

Vol. I. CRUISING, CONSTRUCTION 
OF YACHTS, YACHT RACING 
RULES, FITTING·OUT,&c; By Sir 
EDWARD SULLIVAN, Bart., THE EARL OF 
PEMBROKE, LORD BRASSEY, K.C.B., C. 
E. SETH. SMITH, C.B., G. L. WATSON, R. 
T. PRITCHETT, E. F. KNIGHT, &c. With 
21 Plates and 93 Illustrations in the Text, 
and from Photographs. Crown 8vo., 
los.6d. 

Vol. II. YACHT CLUBS. YACHT. 
ING IN AMERICA AND THE. 

'COLONIES, YACHT RACING, &c. 
By R. T. PRITCHETT, THE MARQUIS OF 
DUFFERIN AND AVA, K.P., THE EARL OF 
ONSLOW, JAMES McFERRAN, &c. With 
35 Plates 'and 160 Illustrations in the 
Text. Crown 8vo., lOS. 6d. 

FUR AND FEATHER SERIES. 
Edited by A. E. T. WATSON. 

Crown 8vo., price 55. each Volume, cloth. 
• *. The Volumes are also issued half·bound in Leather; with gilt top. The price can be had 

from all. Book)ellerl. 
THE PAR TRI.D GE. Natural His- THE HARE. Natural History by 

tory by the Rev. H. A. MACPHERSON; the Rev. H. A. MACPHERSON; Shooting, 
Shooting, by A. J. STUART.WORTLEY; by the Hon. GERALD LASCELLES; Coursing, 
Cookery, by GEORGE SAINTSBURY. With by CHARLES RICHARDSON;' Hunting, by J. 
II Illustration, and various Diagrams in S. GIBBONS and G. H. LONGMAN; Cookery, 
the Text. Crown 8vo., 5S' by Col. KENNEY HERBI>RT. With 9 

THE GROUSE. NaturalHistoryby 
the Rev. H. A. MACPHERSON; Shooting, 
by A. J. STUART.WORTLEY; Cookery, by 
GI>ORGE SAINTSBURY. With 13111ustrations 
and various Diagrams in the Text. Crown 
8vo·,5S• 

'rHEPHEASANT. Natural History 
by the Rev. H. A. MACPHERSON; Shooting, 
by A. J. STUART· WORTLEY ; Cookery, by 
ALEXANDER INNES SHAND. With 10 llIus· 

. trations and various Diagrams. Crown 
8vo., 5" 

lllustrations. Crown 8vo, 5" 

RED DEER.-Natural History. By 
the Rev. H. A. MACPHERSON. Deer Stalk. 
ing. By CAMERON OF LOCHIEL.-Stag 
Hunting. By Viscount EBRINGTON.
Cookery. By ALEXANDER INNES SHAND. 
With 10 Illustrations by J. CHARLTON and 
A. THORBVRN. Crown Bvo., 5S. 

• • * Other Volumes are in preparation • 

rJADMINTON MAGAZINE 
(THE) OF SPORTS AND PASTIMES. Edited 
by ALFRED E. T. WATSON (" Rapier "). 
With numerous lllustrations. Price u. 
monthly. 
11nl., T III ~., __ etll.I'"'h' 

. Bickerdyke.-DAYs OF l"fY LIFE ON 

WATERS FRESH AND SALT; and other 
Papers. By JOHN BICKERDYKE. With 
Photo· Etched Frontispiece and 8 Full·page 
Illustrations. Crown 8vS .. 65. 
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Sport and Pastime-conti1lued. 

DEAD SHOT(THE): or,Sportsman's 
Complete Guide. Being a Treatise on the Use 
of the Gun, with Rudimentary and Finishing 
Lessons in the Art of Shooting Game of all 
kinds. Also Game-driving, Wildfowl and 
Pigeon-shooting, Dog-breaking, etc. By 
MARKSMAN. Seventh edition, with numel
ous Illustrations. Crown 8vo., lOS. 6d. 

Ellis.-CHESS SPARKS; or, Short and 
Bright Games of Chess. Collected and 
Arranged by J. H. ELLIS, M.A. 8vo., 4S' 6d. 

Falkener.-GAMES, ANCIENT AND 
QlmmTALo AND How TO PLAY THE.v. By 
EDWARD FALKENER. With numerous 
Photographs, Diagrams, &c. 8vo., us. 

Folkard.-THE lVILD-FoWLER: A 
Treatise on Fowling, Ancient and Modeln, 
descriptive also of Decoys and Flight-ponds, 
Wild·fowl Shooting, Gunning-punts, Shoot· 
ing-yachts, &c. Also Fowling in the Fens 
and in Foreign Countries, Rock.fowling, 
&c., &c., by H. C. FOLKARD. Fourth editiON. 
With 13 highly.finishedEogravingson Steel, 
and several Woodcuts. 8vo., us. 64. 

Ford.-ThE ThEORY AND PRACTICE 
OF ARCHBRY. By HORACE FORD. New 
Edition, thoroughly Revised and Re-WIitten 
by W. BUTT, M.A. With a Preface by C. 
J. LONGMAN, M.A. 8VO.,I4S. 

Francis.-A BOOK ON ANGLING: or, 
Treatise on the Art ot Fishing in every 
Branch; including full Illustrated List of Sal
mon Flies. By FRANCIS FRANCIS. With Por· 
trait and Coloured Plates. Crown 8vo., ISS. 

Gibson.-ToBOGGANING ON CROOKED 
RUNS. By the Hon. HARRY GIBSON. With 
Contributions by F. DE B. STRICKLAND and 
• LADy-TOBOGANNER '. With 40 illustra
tions. Crown 8vo., 6s. 

Graham.-COUNTRY PASTIMES FOR 
Boys. By P. ANDERSON GRAHAM. With 
2S2 Illustrations from Drawings and 
Photographs. Crown Svo. N. 

Lang.-ANGLING SKETCHES. By 
ANDREW LANG. With 20 Illustrations. 
Crown 8vo., 3S. 6d. 

Longman.-CHESS OPENINGS. By 
FREDERICK W. LONGMAN. Fcp. 8vo., 2S. 6d. 

Maskelyne.-SHARPS AND FLATS: a 
Complete Revelation of the Secrets os 
Cheating at Games of Chance and Skill. By 
JOHN NEVIL MASICELYNB, of the Egyptian 
Hl!.ll. With 62 Illustrations. Crown 8vo .. 6s. I 

Park.-ThE G.UIE OF GoLF. By 
WILLIAM PARK, Jun., Champion Golfel, 
1887-89. With 17 Plates and 26 Illustra
tionsJn the Text. Crown 8vo., 7s. M. 

Payne-Gallwey (SIR RALPH, Bart.). 
LETTERS TO YOUNG SHOOTERS (First 

Selies). On the Choice and use of a Gun. 
With 41 Illustrations. Crown 8vo., 7S' tid. 

LETTERS TO Yo UNGSHOoTERs(Second 
Series). On the Production, PreSelVation, 
IUld Killing of Game. With Directions 
in Shooting Wood-Pigeons and Breaking. 
in Retrievers. With Portrait and 103 
Illustrations. Crown 8vo., I2S. 64. 

LETTERS TO YOUNG SHOOTERS. 
(Third Selies.) Comprising a Short 
Natural History of the Wildfowl that 
are Rare or Common to the British 
Islands, with complete directions in 
Shooting Wildfowl on the Coast and 
Inland. With 200 Illustrations. Crown 
8vo., ISs. 

Pole (WILLIAM). 

ThE ThEORY OF THE MODERN SciEN
TIFIC GAMB OF WHIST. Fcp. 8vo., 2S.64..:. 

ThE EVOLUTIONOF lVHIST: a Study of' 
the Progressive Changes which the Game' 
has undelgone. Ct. 8vo., as. 6d. 

Proctor.-How TO PLAY IVHIST: 
WITH THB LAln AND ET~Q[!.BrrB OF 
WHIST. ByRICHARDA. PROCTOR. Crown 
Svo., 3$. 6d. 

Ronalds.-THE FLy-FiSHER'S ENTO
MOLOGY. By ALFRED RONALDS. With ao.' 
coloured Plates. Svo" 141. ' 

Thompson and Cannan. H~ND
IN-HAND FI,;t'RB SKAT!N'';. By NORCLIFFE 
G. THOMPSON and F. LAURA CANNAN, 
Members of the Skating Club. With an 
Introduction by Captain J. H. THOMSON, 
R.A. With Illustrations. I6mo., 6s. 

Wilcocks.-THE SEA FiSHERMAN: 
Comprising the Chief Methods or Hook and 
Line Fishing in the British and othel Seas, 
and Remarks on Nets, Boats, and Boating. 
Bv T. C. WILCOCK&. Illustrated. Cr.8vo.,6s. 
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Mental, Moral, and Political Philosophy. 
Lo.GIC, RHETORIC,PSYCHOLOGY, &C. 

Abbott.-THE ELEMENTS OF LOGIC. Bain (ALEXANDER)---continued . 
. BY. T. K. ABBOTT, B.D. :I2mo., 3s• LOGIC, DEDUCTIVE AND INDUCTIVE. 

Aristotle. 
THE POLITICS: G. Bekker's Greek 

Text of Books I., III., IV. (VII.), with an 
English Translation by W. E. BOLLAND, 
M.A.; and short Introductory Essays 
by A. LANG, M.A. Crown 8vo., 7s, 6d. 

THE POLITICS: Introductory Essays. 
By ANDREW LANG (from Bolland and 
Lang's' Politics '). Crown 8vo., 2S. 6d. 

THE ETHICS: Greek Text, Illustrated 
with Essay and Notes. By Sir ALEXAN
DER GRANT, Bart. 2 vols. 8vo., 32S. 

AN INTRODUCTION TO ARISTOTLES 
ETHICS. Books I.-IV. (Book X. c. vi.-ix. 
in an Appendix). With a continuous 
Analysis and Notes. By the Rev. EDWARD 
MOORE, D.O., Cr. 8vo. lOS. 64. 

Bacon (FRANCIS). 

COMPLETE WORKS. Edited by R~ L. 
ELLIS, JAMES SPEDDING and. D. D. 
HEATH. 7 vols. 8vo., £3 I3S. 64. 

LETTERS AND LIFE, including all his 
occasional Works. Edited by JAMES 
SPEDDING. 7 vols. 8vo., £4 4s. 

THE ESSAYS: with Annotations. By 
RICHARD WHATELY, D.O. 8vo., 101;. pd. 

THE ESSAYS. Edited, with N~tes, 
by F. STORR and C. H. GIBSON. Crown 
8vo, 3s. 64. 

THE ESSAYS: with Introduction, 
Notes, and Index. By E. A. ABBOTT, D.O. 
2 Vols. Fcp. 8vo.; 6s. The Text and Index 
only, without Introduction and Notes, in 
One Volume. Fcp. 8vo., 2S. 6d. 

Bain (ALEXANDER). 

MENTAL SCIENCE. Cr. 8\,0., 6s. 6d. 

MORAL SCIENCE. Cr. 8vo., 45. 6d. 
The two works as above can be had in one 

volume, price 10:. 64. 

SENSES AND THE INTELLECT. 8vo., 
ISS. 

Part I. 4S' Part II. 6s. 64. 
PRACTICAL ESSAYS. Cr.8vo.,2S. 

Bray (CHARLES). 

THE PHILOSOPHY OF NECESSITY: or, 
Law in Mind as in Matter. Cr. 8vo., 55. 

THE EDUCATIONOF THE FEELINGS: a 
Moral System for Schools. Cr. 8vo., 2S. 6d. 

Bray.-ELEMENTS OF MORALITY, in 
Easy Lessons for Home and School 
Teaching. By Mrs. CHARLES BRAY. 
Crown 8vo., IS. 6d. 

Davidson.-THE LOGIC OF DEFINI
TION, Explained and Applied. BY.WILLIAM 
L. DAVIDSON, M.A. Crown 8vo., 65. 

Green (THOMAS HILL).~ THE WORKS 
OF. Edited by R. L. NETTLESHIP. 

Vols. I. and II. Philosophical Works. 8vo., 
I6s. each. 

Vol. III. Miscellanies. With Index to the 
three Volumes, and Memoir. 8vo., 21$. 

LECTURES ON THE PRINCIPLES OF 
POLITICAL OBLIGATION. With Preface 
by BERNARD BOSANQUET. 8vo., 5S. 

Hodgson (SHADWORTH H.). 
TIME AND SPACE: A Metaphysical 

Essay. 8vo., 16s. 
:rHE THEORY OF PRACTICE: an 
. Ethical Inquiry. 2 vols. 8vo., 24$. 
THE PHILOSOPHY OF REFLECTION. 

2 vols. 8vo., 21S. 

Hume.-THE PHILOSOPHICAL WORKS 
OF DAVID HUME. Edited byT. H. GREEN 
and T. H. GROSE.' 4 vols. 8vo., 565. ~r 
separately, Essays. 2 vols. 28s. Treatise 
of Human Nature. 2 vols. 285. 

Justinian.-THE INSTITUTES OF 
'jUSTINIAN: Latin Text, chiefly that of 
Huschke, with English Introduction, Trans
lation, Notes, and Summary. By THOMAS 
C. SANDARS, M.A. 8vo., I8s. 

Kant (IMMANUEL). 

CRITIQUE OF PRACTICAL REASON, 
AND OTHER WORKS ON THE THEORY OF 
ETHICS .. Translated by T. K. ABBOTT, 

J.'to 1.:n!~L""'· .? F 1 
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Mental, Moral and Political Philosophy-contt'nued. 
Kant (IMMANuEL)-continued. 

FUNDAMENTAL PRINCIPLES OF THE 
METAPHYSIC OF ETHICS. Translated,by 
T. K. ABBOTT, B.D. (Extracted from 
• Kant's Critique of Practical Reason and 
other Works on the Theory of Ethics.') 
Crown 8vo, 3s, 

INTRODUCTION TO LOGIC, AND HIS 
ESSAY ON THE MISTAKEN SUBTILTY OF 
THE FOUR FIGURES .. Translated by T. 
K. ABBOTT. 8vo., 6s. 

Killick.-HANDBOOK TO MILL'S 
SYSTEM OF' LOGIC. By Rev. A. H. 
KILLICK, M.A. Crown 8vo., 3S. 6d. 

Ladd (GEORGE TRUMBULL). 
PHILOSOPHY OF MIND: An Essay on 

the Metaphysics of Psychology. 8vo., 16s. 

ELEMENTS OF PHYSIOLOGICAL PSY
CHOLOGY. 8vo., 2Is. 

OUTLINES OF PHYSIOLOGICAL PSY
CHOLOGY. A Text-book of Mental Science 
for Academies and Colleges. 8vo., I2S. 

PSYCHOLOGY, .DESCRIPTIVE AND Ex
PLANATORY: a Treatise of the Phenomena, 
Laws, and Development ofH uman Mental 
Life. 8vo., ~IS. 

PRIMER OF PSYCHOLOGY. 'Cr. 8vo., 
5s. 6d. 

Lewes.-THE HISTORY OF PHILOSO
PHY, from Thales to Comte. By GEORGE 
HENRY LEWES. 2 vols. 8vo., 325. 

Max Muller (F.). 
THE SCIENCE OF THOUGH7~ 8VO.,2IS. 
THREE INTRODUCTORY LECTURES ON 

THE SCIENCE OF THOUGHT. 8vo., 25. 6d. 

Mill.-ANALYSIS OF THE PHENOMENA 
OF THE HUMAN MIND. By JAMEs'MILL. 
2 vols. 8vo., 28s. 

Mill (JOHN STUART). 
A SYSTEM OF LOGIC. Cr. 8vo., 3S. 6d. 
ON LIBERTY. Crown 8VO.,IS. 4d. 
ON REPRESENTATIVE GOVERNMENT. 

Crown 8vo., 25. 
UTILITARIANISM. 8vo., 2S. 6d. 
EXAMINATION OF SIR WILLIAM 

HAMILTON'S PHILOSOPHY. 8vo., 165. 
NA TURE, THE UTILITY OF RELIGION, 

AND THEISM. Three Essays. 8vo., 5s. 

Mosso.-FEAR. By ANGELO Mosso. 
Translated from the Italian by E. LOUGH 

,and F. KIESOW. With 8 Illustrations. Cr. 
0_ _ __ c~ 

Romanes.-MIND AND MOTION AND 
MONISM. By GEORGE JOHN ROMANES, 
LL.D., F.R.S. Cr. 8vo., 4$. 6d. 

StOCk.-.DEDUCTIVE LOGIC. By ST . 
'GEORGE STOCK. Fcp. livo., 3S. 6d. 

Sully (JAMES). 
THE HUMAN MIND: a Text-book of 
, Psychology. 2 vols. 8VO.,2IS. 

OUTLINES OF PSYCHOLOGY. 8vo., 9s. 
THE TEACHER'S HANDBOOK ()F PSY-

CHOLOGY. Crown 8vo., 5s. 

STUDIES OF CHILDHOOD. 8vo, 
Ios.6d. 

Swinburne. - PICTURE LOGIC: an 
Attempt to Popularise the Science of 
Reasoning. By ALFRED JAMES SWINBURNE, 
M.A. With 23 Woodcuts. Crown 8vo., 5S. 

Weber.-HISTORY OF PHILOSOPHY. 
By ALFRED WEBER, Professor in the Uni
versity of Strasburg. Translated by FRANK 
THILLY, Ph.D. 8vo., I6s. 

Whately (ARCHBISHOP). 
BACON'S ESSAYS. With Annotations. 

8vo., lOS. 6d. 

ELEMENTS OF LOGIC. Cr. 8vo., ¥. 6d. 
ELEMENTS OF RHETORIC.' Cr. 8vo., 

4$.6d. 
LESSONS ON REASONING. Fcp. 8vo., 

Is.6d. ' 

Zeller (Dr. EDWARD, Professor in the 
University of Berlin). 

THE STOICS, EPICUREANS, AND 
SCEPTICS. Translated by the Rev. O. J. 
REICHEL, M.A. Crown 8vo., ISS. 

OUTLINES OF THE HISTORY OF 
,GREEK PHILOSOPHY. Translated by 

SARAH F. ALLEYNE and EVELYN 
ABBOTT. Crown 8vo., lOS. 6d. 

PLATO AND THE OLDER ACADEMY. 
Translated by SARAH F. ALLEYNE and 
ALFRED GOODWIN, B.A. Crown 8vo. 
I8s. 

SOCRA TES AND THE SOCRA TiC 
SCHOOLS. Translated by the Rev. O. 
J. REICHEL, M.A. Crown 8vo., lOS. ' 

ARISTOTLE AND THE EARLiER PERi
PATETICS. Translated by B. F. C. Cos
TELLOE, M.A., and J. H. MUIRHEAD 
'I\,{ A ~ ",,,lco r,.nuln Run ?A c_ 
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Mental, Moral, and Political Philosophy-continued. 
. ,1j£ANUALS OF CATHOLIC PHILOSOPHY. 

(Stonyhurst Series). 

A MANUAL 01' POLITICAL ECONOMY •. MORAL PHILOSOPHY (ETHICS AND 
By C, S. DEVAS, M.A. Crown 8vo., 6s. 6d. NATURAL LAW). By JOSEPH R1CKABY, S.}'. 

FIRST PRINCIPLES OF KNOWLEDGE. Crown 8vo., 5s• 
By JOHNRICKABY, S.J. Cro~n 8vo., 5s. 

GENERAL METAPHYSICS. By JOHN NATURAL THEOLOGY. By BERNARD 
BOEDDER, S.J. Crown 8vo., 6s. 6d. 

R1CKABY, S.J. Crown 8vo., 5S. 
LOGIc. By RICHARD F. CLARKE, S.J. 

Crown 8vo., 5s. 
PSYCHOLOGY. By MICHAEL MAHER, 

S.J. Crown 8vo., 6s. 6d. 
-------------------

History and Science of Language, '&c. 
Davidson.-LEADING AND IMPORT- Max MUller (F.)-continued. 

ANT ENGLISH WORDS: Explained and Ex- BIOGRAPHIES OF WORDS AND THE 
exmplified. By WILLIAM L. DAVIDSON, HOMEOFTHEARYAS. Crow~8vo"7S.6d. 
M.A. Fcp. 8vo., 3S' 6d. 

Farrar.-LANGUAGEANDLANGUAGES: 
By F. W. FARRAR, D.D., F.R.S. Crown 
8vo.,6s. 

G r a ham. - ENGLISH SYNONYMS, 
Classified and Explained: with Practical 
Exercises. By G. F. GRAHAM. Fcp. 8vo., 6s. 

Max Miiller (F.). 
THE SCIENCE OF LANGUAGE.-Found

ed on Lectures delivered at the Royal In
stitution in 1861 and 1!!63' 2 vols. Crown 
8VO.,2lS. 

THREE LECTURES ON THE SCIENCE 
OF LANGUAGE, AND ITS PLACE IN 
GENERAL EDUCATION, delivered at Ox. 
ford, 1889. Crown 8vo., 3s. 

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. 
Recomposed 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, 6d. 

Whately.-ENGLISH SYNONYMS. By 
E. JANE WHATELY. Fcp. 8vo., 3s. 

-------
Political Economy and Economics. 

Ashley.-ENGLlSlf ECONOMIC Hls- Jordan.-THE STANDARD OF VALUE. 
TORY AND THEORY. By W. J. ASHLEY, By WILLIAM LEIGHTON JORDAN, Fellow 
M.A. Crown 8vo., Part I., 5s. Part II. of the Royal Statistical Society, &c. Crown 
lOS. 6d. 8vo., 6s. 

Bagehot.-EcONOMIC STUDIES. By 
WALTER BAGEHOT. Crown 8vo., 3s• 6d. Macleod (HENRY DUNNING). 

Barnett.-PRACTICABLE SOCIALISM. BIMETALISM. 8vo., 55. net. 
Essays on Social Reform. By the Rev. S. THE ELEMENTS OF BANKING. Cr. 
A. and Mrs. BARNETT. Crown 8vo., 6s. 8vo., 3S' 6d. 

BrasSeY.-PAPERS AND ADDRESSES THE THEORY AND PRACTICE OF 
ON WORK AND WAGES. By Lord BRASSEY. BANKING. Vol. I. 8vo., 125. Vol. II. liS. 
Edited by J. POTTER, and with Introduction THE THEORY OF CREDIT. 8vo. 
by GEORGE HOWELL, M.P. Crown 8vo., 5s. 

Devas.-A 1I1'ANUAL OF POLITICAL Vol. 1., lOS. net. Vol. II., Part 1., lOS. net. 
Vol. II., Part II., lOS. 6d. 

ECONOMY. By C. S. DEVAS, M.A. Cr.8vo., A D L B 
6s. 6d. (Manuals of Catholic Philosophy.) IGEST OF THE AW OF ILLS 

OF EXCHANGE, BANK'NOTES, &c. Dowell.-A HISTORY OF TAXATION [In the press. 
AND TAXES IN ENGLAND, from the Earliest 
Times to the Year 1885. By STEPHEN M i 11.-POLITICAL ECONOMY. By 
DOWELL, (4 vols. 8vo). Vols. 1. and II. JOHN STUART MILL. 
The History of Taxation, 2 IS. Vols. III. Popular Edition. Crown 8vo., 3s. 6d • 

• an~.~~~ !~~_!Ii~!~~y ~_~!~~~! ~IS._ .. _ _ _.. LiE!'!!y ~1itio'!... 2 vole. 8vo .• ~os. 
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Political Economy and Economics-contt"nued. 

Mulhall.-INDUSTRIES AND WEALTH 
OF NATIONS. By MICHAEL G. MULHALL, 
F.S.S. With 32 full-page Diagrams. 
Crown Bvo., Bs. 6d. 

Soderini.-SOClALiSM AND CATHOLI
CISM. From the Italian of Count EDWARD 
SODERINI. By RICHARD JENERY-SHEE. 
With a Preface by Cardinal VAUGHAN. 
Crown Bvo., 6s. 

Symes.-POLITICAL ECONOMY: a 
Short Text-book' of Political Economy. 
With Problems for Solution, and Hints for 
Supplementary Reading; also a Supple
mentary Chapter on Socialism. By Pro
fessor J. E. SYMES, M.A., of University 
College, Nottingham. Crown Bvo., 2S. 6d. 

Toynbee.-LECTURES ON THE IN
DUSTRIAL REYOLUTION OF TIrE 18TH OEN
TURY IN ENGLAND: Popular Addresses, 
Notes and other Fragments. By ARNOLD 
TOYNBEE. With a Memoir of the Author 
by BENJAMIN JOWETT, D.D. Bvo., lOS. 6d. 

Vincent.-THE LAND QUESTION IN 
NORTH . WALES : being a Brief Survey of 
the History, Origin, and Character of the 
Agrarian Agitation, and of the Nature and 
Effect of the Proceedings of the Welsh 
Land Commission. By J. E. VINCENT. 
Bvo·,5S• 

Webb.-THE HISTORY OF TRADE 
UNIONISM. By SIDNEY and BEATRICE 
WEBB. With Map and full Bibliography of 
the Subject. Bvo., IBs. 

------------
STUDIES IN ECONOMICS AND POLITICAL SCIENCE. 

Issued under the auspices of the London School of Economics and Political Science. 

THE HISTORY OF LOCAL RATES IN DEPLOIGKS REFERENDUM EN SUISSE. 
ENGLAND: Five Lectures. By EDWIN Translated, with Introduction and Notes, 
CANNAN, M.A. Crown 8vo., 2S. 6d. by C. P. TREVELYAN, M.A. [In preparation. 

GERMAN SOCIAL DEMOCRACY. By SELECT DOCUMENTS ILLUSTRATING 
BERTRAND RUSSELL, B.A. With an Ap. THE STATE REGULATION OF WAGES. 
pendix on Social Democracy and the Edited, with Introduction and Notes, by 
Woman Question in Germany by ALYS W. A. S. HEWINS, M.A. [In preparation. 
RUSSELL, B.A. Crown Bvo., 3S• 6d. HUNGARIAN GILD RECORDS. Edited 

SELECT DOCUMENTS ILLUSTRATING by Dr. JULIUS MANDELLO, of Budapest. 
THE HISTORY OF TRADE UNIONISM. [In preparatio'i. 

I. The Tailoring Trade. Edited by THE RELATIONS BETWEEN ENGLAND 
W. F. GALTON. With a Preface by; AND THE HANSEATIC LEAGUE. By Miss 
SIDNEY WEBB, LL.B. Crown Bvo., 5s. I E. A. MACARTHUR. [In preparation. 

Evolution, Anthropology, &0. 
Babington. -FALLACIES OF RACE Lubbock.-THE ORIGIN OF CIVILlSA-

THEORIES AS ApPLIED TO NATIONAL TION, and the Primitive Condition of Man. 
CHARACTERISTICS. Essays by WILLIAM. By Sir J. LUBBOCK, Bart., M.P. With 5 
DALTON BABINGTON, M.A. Crown 8vo., 6s. Plates and 20 Illustrations in the Text. 

Clodd (EDWARD). 

THE STORY OF CREATION: a Plain 
. Account of Evolution. With 77 Illustra

tions. Crown Bvo., 3s. 6d. 

A PRIMER OF EVOLUTION: being a 
Popular Abridged Edition of 'The Story 
of Creation'. With Illustrations. Fcp. 
8vo., IS. 6d. 

Lang.-CUSTOM AND MYTH: Studies 
of Early Usage and Belief. By ANDREW 
l:.A~a,. With IS Illustrations. Crown Bvo., 

Bvo., IBs. 

Romanes (GEORGE JOHN). 
DARWIN, AND AFTER DARWIN: an 

Exposition of the Darwinian Theory, and a 
Di$cussion on Post-Darwinian Questions • 
Part I. THE DARWI~IAN THEORY. With 

Portl"llit of Darwin and 125 l11ustrations. 
Crown Bvo., lOS. 6d. 

Part II. PosT-DARWINIAN QUESTIONS: 
Heredity and Utility •. With Portrait of 
the Autbor and 5 l11ustrations. Cr. Bvo •• 
Ios.6d. 

AN EXAMINATION OF WEISMANN
ISM. Crown Bvo., 6s. 

E S SAY s. Edited by C. LLOYD 
MORGAN, Principal of University College, 
'Rrtdn1 r ... nW'n Rvn 1\(. 
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Classical Literature, Translations, &c. 
Abbott.-HELLENICA; A Collection Lucan.-THE PHARSALIA OF LUCAN. 

of Essays on Greek ,Poetry, Philosophy, Translated into Blank Verse. By EDWARD 
History, and Religion. Edited by EVELYN RIDLEY, Q.c. 8vo., 14S' 

ABBOTT, M.A., LL.D. 8VO.,165. ' 
Mackail.-SELECT EPIGRAMS FROM 

lEscJtylus.-EuMENIDES OF AZSCHY- THE GREEK ANTHOLOGY. By J. W. MAC-
LUS. With Metrical English Translation. KAIL. Edited with a Revised Text, Intro-
By J. F. DAVIES. 8vo.,75. duction, Translation, and Notes. 8vo., 165. 

Aristophanes. - THE ACHARNIANS Rich.-A .DICTIONARY OF ROMAN AND 
OF ARISTOPHANES, translated into English GREEK ANTIQUITIES. By A. RICH, B.A. 
Verse. By R. Y. TYRRELL. Crown8vo., IS. With 2000 Woodcuts. Crown 8vo., 7S• 6d. 

Aristotle.----'- YOUTH' AND OLD AGE, Sophoc1es.-Translated into English 
LIFE AND DEATH, AND RESPIRATION. 
Translated" with Introduction and Notes, Verse. By ROBERT WHITELAW, M.A., 
by W. OGLE, M.A., M.D., F.R.C.P., some- Assistant Master in Rugby School. Cr.8vo., 
time Fellow of Corpus Christi College, 8s. 6d. 

Oxford. 8vo., 75. 6d. Tacitus. - THE HISTORY OF P. 
Becker (PROFESSOR). CORNELIUS TACITUS. Translated into 

GALLUS: or, Roman Scenes in the English, with an Introduction and Notes, 
Critical and Explanatory, by ALBERT 

Time of Augustus. Illustrated. Post WILLIAM QUILL, M.A., T.C.D. ' 2 vols. 
8vo.; 35. 6d. Vol. I. 8vo., 75. 6d. Vol. II. 8vo., 12S. 6d. 

CHARICLES: or, Illustrations of the 
Private Life of the Ancient Greeks. 
Illustrated. Post 8vo., 3s. 6d. 

CicerO.-CICERO'S CORRESPONDENCE. 
By R. Y. TYRRELL. Vols. I., II., III.,8vo., 
each 125; Vol. IV;, 155. ' , 

Egbert.-INTRODUCTION TO THE 
:'TUDY OF LATIN INSCRIPTIONS. ,By 
JAMES C. EGBERT, JUI1r., Ph.D. With 
numerous Illustrations and Facsimiles. 
Square crown 8vo., 165. 

Tyrrell.-TRANSLATIONS INTO GREEK 
AND LATIN VERSE. Edited by R. Y. 
TYRRELL. 8vo., 65. 

Virgil. 
THE AZNEID OF VIRGIL. Translated 

into English Verse by JimN CONING TON. 
Crown 8vo., 65. 

THE POEMS OF VIRGIL. Translated 
into English Prose by JOHN CONINGTON. 
Crown 8vo., 65. 

THE AZNEID OF VIRGiL, freely trans
lated into English Blank Verse. By 
W. J. THORNHILL. Crown 8vo., 7S' 6d. 

Farnell.-GREEK LYRIC' POETRY: 
a Complete Collection of the Surviving 
Passages from the Greek Song-Writing. 
Arranged with Prefatory Articles, Intro
ductory Matter and Commentary. By 
GEORGE S. FARNELL, M.A. With 5 Plates. THE AZNEID OF VIRGIL. Translated 
8VO.,I65. into English Verse by JAMES RHOADES. 

Lang.-HOMER AND THE EPIC. By Books I.-VI. Crown 8vo., 55. 
ANDREW LANG; CroWll 8vo., 95. net. Books VII.-XII. Crown 8vo., 55. 

---------------Poetry, and the Drama. 
Acworth.-BALLADS OF THE MARA- Allingham (WILLIAM)-continued. 

THAS. Rendered into English Verse frOID 
the Marathi Originals. By HARRY ARBUTH
NOT ACWORTH. 8vo., 55. 

Allingham (WILLIAM). 
IRISH SONGS AND POEMS. With 

'Frontispiece of the Waterfall of Asaroe. 
Fcp. 8vo., 6s. 

LA URENCE BLOOMFIELD. With Por
trait of the Author. Fep. 8vo., 35. 6d. 

FLOWER PIECES; .DAY AND NIGHT 
SONGS; BALLADS._ With 2 Design_s _by 

LIFE AND PHANTASY: with Frontis
piece by Sir J. E. MILLAIS, Bart., and 
Design by ARTHUR HUGHES. Fep. 8vo., 
65.; large paper edition, 125. 

THOUGHT AND WORD, AND ASHBY 
MANOR: a Play. Fep. 8vo., 65.; large 
paper edition, 125. 

BLACKEERRIES. ImperiaII6mo.,,6s. 



MESSRS. LONGMANS & eo.'s STANDARD AND GENERAL WORKS. 19 

·Poetry and: the Drama-continued. 

Armstrong (G. F. SAVAGE). 
POEMS: Lyrical and Dramatic. Fcp. 

Svo.,65. 
KING SA UL. (The Tragedy of Israel, 

Part I.) Fcp. 8vo., 55. 
KINGDAVID. (TheTragedyofIsrael, 

Part II.) Fcp. 8vo., 65. 
KING SOLOMON. (The Tragedy of 

Israel, Part III.) Fcp. 8vo., 65. 
UGONE: a Tragedy. Fcp. 8vo., 6s. 
A GARLAND FROM GREECE: Poems. 

Fc)? Svo., 75. 6d. 

STORIES OF WICKLOW: Poems. Pcp. 
8vo., 75. 6d. 

MEPHISTOPHELES IN BROADCLOTH: 
a Satire. Fcp. 8vo., 405. 

ONE IN THE INFINITE: a Poem. 
Crown 8vo., 7s. 6d. 

Cochrane (ALFRED). 
THE KESTREL'S NEST, and other 

Verses. Fcp. 8vo., 35. 6d. 

LEVIORE PLECTRO : Occasional 
. Verses. Fcap. 8vo.,· 35. 6d. 

Florian's Fables.-THE FABLES OF 
FLORIAN. Done into English Verse by Sir 
PHILIP PER RING, Bart. Cr. 8vo., 35. 6d. 

Goethe. 
FA UST, Part I., the German Text, 

with Introduction and Notes. By ALBERT 
M. SELSS, Ph.D., M.A. Crown 8vo., 55. 

FAUST. Translated, with Notes. 
By T. E. WEBB. 8vo., I25.6d. 

G urn e y.-DAY-DREAMS: Poems. 
By Rev. ALFRED GURNEY, M.A. Crown 
8vo., 35. 6d. 

IngelowaEAN). Armstrong.-THE POETICAL WORKS 
OF EDMUND J. ARMSTRONG. Fcp. 8vo., 55. POETICAL WORKS. 

8vo., 125. 
2 vols. Fcp. 

Arnold (Sir EDWIN). 
THE LIGHT OF THE WORLD: or the 

Great Consummation. With 14 Illustra
tions ~er HOLMAN HUNT. Cr. 8vo., 65. 

POTIPHAR'S fVIFE, and other Poems. 
Crown 8vo., 55. net. 

ADZUMA: or the Japanese Wife. A 
Play_ Crown 8vo., 65. 6d_ net. 

THE TENTH MUSE, and other Poems. 
Crown 8vo., 5S. net. 

Beesly (A. H.). 
BALLADS AND OTHER 

Fcp. 8vo., 55. 
DANTON, AND OTHER VERSE. 

8vo., 405. 6d. 

Bell (MRS. HUGH). 

VERSE. 

Fcp. 

CHAMBER' COMEDIES: a Collection 
of Plays and Monologues for the Drawing 
Room. Crown 8vo., 65. 

FAIRY TALE PLAYS, AND How ro 
ACT THEM. With 91 Diagrams and 52 
Illustrations. Crown 8vo., 6s. 

Carmichael.-PoEMs. By JENNINGS 
. CARMICHAEL (Mrs. FRANCIS MULLIS). 

Crown 8vo, 65. net. 

Christie.-LAYs AND VERSES. By 

LYRICAL AND OTHER POEMS. Selec
ted from the Writings of JI!AN INGELOW. 
Fcp. 8vo., 25. 6d. cloth plain, 35. cloth gilt. 

Lang (ANDREW). 
BAN AND ARRIERE BAN: a Rally of 

Fugitive Rhymes. Fcp. 8vo., 55. net. 

GRASS OF PARNASSUS. Fcp. 8vo., 
25. 6d. net. 

BALLADS OF BOOKS. Edited by 
ANDREW LANG. Fcp. 8vo., 65. 

THE BLUE POETRY BOOK; -Edited 
by ANDREW LANG. With 100 Illustrations. 
Crown 8vo., 65. 

Lecky.-POEMS. By W. E. H. 
LECKY. Fcp. 8vo., 55. 

Lindsay.-THE FLOWER SELLER, 
and. other Poems. By LADY LINDSAY. 
Crown 8vo., 55. 

Lytton (THE EARL OF), (OWEN 
MEREDITH). 

MARAH. Fcp. 8vo., 6s. 6d. 
KING POppy: a' Fantasia. With I 

Plate and Design on Title-Page by ED. 
BURNE-JONES, A.R.A. Cr.8vo., los.6d. 

THE ~VANDERER. Cr. 8vo., lOS. 6d. 
LUCILE. Crown 8vo., lOS. 6d. 
~_. _~ __ ~ 7l~ ____ r"_ 0 ___ ___ ~:J 
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Poetry and the Drama-continued. 

Macaulay.-LAYSOFANCIENT ROME, 
&>c. By Lord MACAULAY. 
Illustrated by G. SCHARF. Fep. 4to., lOS. 6d. 

Bijou Edition. 
18mo., 2S. 6d. gilt top. 

---.----- Popular Edition. 
Fep. 4to., 6d. sewed, IS. cloth. 

Illustrated by J. R. WEGUELIN. Crown 
8vo., 3S. 6d. 

Annotated Edition. Fep. 8vo., IS. sewed, 
IS. 6d. cloth. 

Macdonald (GEORGE, LL.D.). 
A BOOK OF STRIFE, IN THE FORM OF 

THE DIARY OF AN OLD SOUL: Poems. 
18mo.,61. 

Murray (ROBERT F.).-Author of 
'The Scarlet Gown'. His Poems, with 
a Memoir by ANDREW LANG. Fep. 8vo., 
5s. net. 

Nesbit.-LAYS AND LEGENDS. By E. 
NESBIT (Mrs. HUBERT BLAND). First 
Series. Crown 8v6., 3S. 6d. Second Series. 
'With Portrait. Crown 8vo., 5S. 

Peek (HEDLEY) (FRANK LUTON). 
SKELETON'" LEAVES: Poems. With 

a Dedicatory Poem to the late Hon. 
Roden Noel. Fep. 8vo., 2S. 6d. net. 

THE SHADOWS OF THE LAKE, and 
other Poems. Fep. 8vo., 2S. 6d. net. RAMPOLLO; GROWTHS FROM AN OLD I 

ROOT; containing a Book of Translations, . Piatt (SARAH). 
old and new; also a Year's Diary of an 
Old Soill. Crown 8vo., 6s. AN ENCHANTED CASTLE, AND 

) 
OTHER POE.lIS: Pictures, Portraits, and 

Morris (WILLIAM. People in Ireland. Crown 8vo., 3s. 6d. 
POETICAL WORKS-LIBRARY EDITION. POEMS: With Portrait of the 

Complete in Ten Volumes. Crown 8vo., Author. 2 vols. Crown 8vo., lOS. 
price 61. each. 

THE EARTHLY PARADISE. 4 vols. 
6s. each. 

THE LIFE AND DEATH OF JASON. 
6s. 

THE DEFENCE OF GUENEVERE, and 
other Poems. 6s. 

THE STOR YOF SIGURD THE VOLSUNG, 
AND THE FALL OF THE NIBLUNGS. 6s. 

LOVE IS ENOUGH,. or, the Freeing of 
Pharamond: A Morality; and POEMS 
BY THE WAY. 61. 

THE ODYSSEY OF BOMER. Done 
into English Verse. 6s. 

THE .diNElDS OF VIRGIL. Done 
into English Verse. 61. 

Certain of the POETICAL WORKS may also 
be had in the following Editions :-

THE EARTHLY PARADISE. 
Popular Edition. 5 vols. I2mo., 25s.; 

or 5s. each, sold separately. 
The same in Ten Parts, 25s.; or 2S. 6d. 

each, sold separately. 
Cheap Edition. in I vol. Crown 8vo., 

7S• 6d• 
LoVE IS ENOUGH; or, the Freeing of 

Pharamond: A Morality. Square crown 
8vo., 7s. 6d •. 

POEMS BY THE WAY. Square crown 
8vo.,61. 

••• For Mr. William Morris's Prose 
WnTk~_ ~ee no. 22 and ~I. 

Piatt (JOHN JAMES)' 
IDYLS AND LYRICS OF THE OHIO 

V ALLEY. Crown 8vo., 5s. 
LITTLE NEW WORLD IDYLS. Cr. 

8vo·,5S• 

Rhoades.-TERESA AND OTHER 
POE,V:S. By JAMES RHOADES. Crown 
8vo.,3s. 6d. 

Riley (JAMES WHITCOMB). 
OLD FASHIONED ROSES: Poems. 

12mo·,5s• 
POEMS: Here at Home. Fcp. 8vo 

6s. net. 
A CHILD- WORLD: POEMS. Fcp. 

8vo·,5s• 

Romanes.-A SELECTION FROM THE 
POEMS OF GEORGE 'JOHN ROMANES, M.A., 
Ll.D., F.R.s. With an Introduction by 
T. HERBERT WARREN, President of Mag· 
dalen College, Oxford. Crown 8vo., 41. 6d. 

Shakespeare.-BoWDLER'S FAMILY 
SHAKESPEARE. With 36 Woodcuts. 1 vol. 
8vo., 141. Or in 6 vols. Fep. 8vo., 2IS. 
THE SHA KESPEARE BIRTHDAY BOOK. 

By MARY F. DUNBAR. 32mo., IS. 6d. 

Sturgis.-A BOOK OF SONG. By 
__ JULIAN~STURGIS. 16mo. 5S' 
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W.orks of Fiction, Humour,&c. 
Alden.-AMONG THE FREAKS. By I Doyle (A. CONAN). 
,w. L. ALDEN., With 55 I~lustrations by J. MICAH CLARKE : A Tale of Mon~ 
F. SULLIVAN and FLORENCE ,K. UPTON. mouth's Rebellion. With 10 Illustra-
Crown Svo., 3S,6d. ,,' tions: Cr. 8vo., 3s. 6d. " , 

, , THE CAPTAIN OF THEPOLEST4~; 
Anstey (F.,' Author of 'Vice V~rsA '). and other Tales. Cr. '8vo., 3S. 6d. 

VOCES POPULI. Reprinted from 
• Punch '. First, Series. With 20 Illus
trations ,by j. BERNARD' PARTRIDGE. 
Crown 8vo" 3s. 6d. 

THE MAN FROM .13LANKLEyl S ~ a 
Story in Scenes,. and other Sketches. 
\Vith 24 ,Illustrations by j. BERNARD 
PARTRIDGE. Post 4to., OS. 

Astor.~A JOURNEY IN OTHEll. 
WORLDS: a Romance of the Future. By 
JOHN JACOB ASTOR. With 10 Illustrations. 
Cr. Svo., 6s. 

Baker.-By THE WESTERN SEA. By 
JAMES BAKER, Author of' j olitn Westacott'. 
Crown Svo., 3S. 6d. 

Beaconsfield (THE EARL OF). 

NOVELS AND TALES. Complete 
in II vols. Crown Svo., ,IS. 6d. ~ach. 

Vivian Grey. I Sybil. 
, The Young Duke, &c. Henrietta Temple. 

Alroy, Ixion, &c!. Venetia. 
Contarini ' Fleming, Coningsby. 

&c. Lothair. 
Tancred. I Endymion. ' 

NOVELS Aim TALES. The Hughen'
den Edition. With 2 Portraits and II 

, Vignettes. II vols. Crown Svo., 425. 

Black.---THE PRINCESS DESIREE. 
By CLEMENTINA BLACK. With S Illllstra· 
tions by JOHN, WILLjAMSO~. Cr. 8vo., 65. 

Crump.- WIDE ASUNDER AS iHE 
POLES. By ARTHUR CRUMP. Cr. 8v!J., 6s. 

Dougall (L.). 
BEGGARS ALL. Cr. 8vo., 3s.'6d. 

WHAT NECESSITY KNOWS~ Crown 
0 ...... F..f:' 

THE REFUGEES: A Tale of Two Con
- tinents. With 25 Illustrations. Cr~ Svo., 

3s• 6d. ' 

THE STARK MUNRO LETTERS~ Cr. 
Svo,6s. 

Farr~r (F. W., DEAN OF CANTER
BURY). 

DARKNESS AND DAWN: or, Scenes 
, in the Days of ,Nero. An' Historic Tale. 

Cr. Syo., 75. 6d. 

GATHERING CLOUDS : a Tale of the 
Days of St. Chrysostom. Cr. 8vo., 15. 6d. 

F~wler;-THE YOUNG PRETENDERS. ' 
A Story of Child Life. By EDITH H. ' 
FOWLER. With 12 Illqstrations ~y 
PHIi.IP BURNE· JONES. Crown 8vo.,~. 

Froude.-THE Two CHIEFS OF DUN
BOY: an Irish Romanceofthe Last Century. 
By JAMES A. FROUDE. Cr. SvO., 35. 6d. 

Graham.-THE RED SCAUR: A, 
Novel of Manners. By P. ANDERSON, 
GRAHAM. Crown 8vo., 6s. 

Haggard (H. RIDER). I, 

HEART OF THE WORLD. 'With, 15, 
: Illustrations. Crown8vo~; 6;' .- , 

JOAN HASTE. With 20 Illustrations. 
CroWn Svo., 6s.' . I 

THE PEOPLE OF THE MIST. With· 
16 Illustrations. Crown 8vo.y3s. 6d. 

MONTEZUMA'S DAUGHTER. With 24 
Illustrations. Crown Svo., 35. 6d. 

SHE. With]2 Illustrations. Crown· 
Svo., 3S' 6d. . I 

ALLAN QUATERMAIN. With 31' 
Illustrations. Crown 8vo., 35. 6d. i 

MAIWA'S REVlfNGE: Cr. 8vo., IS. 6d.
l
: 

COLONEL QUARITCH, V.C. Cr'. Bvo. 
3S• 6d. ' i 

CLEOPATRA. With 29 Jllustrations.i 
Crown 8vo .. ~s. 6d. . 
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Works of fiction, Humour, &e.~conti1Zued. 

Haggard (H. RlDER),-continued. 
, BEATRICE. Cr. 8vo~, 3s .. 6d. , 

Eiuc BRIGHTEyES. With 5'IIllus~ 
trations. Crown .,svo.; 35. 6d. 

• N!ADA THE LILY. With 23 IIlustra-
',Hons. Crown 8vo., 3S. 6d. 

ALL4HS WIFE. With 34 Illustra
, tions. "Crown 8vo., 3S. '6d. 
THE 'WITCH'S HEAD. With 16 

. I11u~trations. Crown 8vo., 35., 6d. 

MR,. ¥EESON'SWILL. With 16 
Illustrations. Crown 8vo:, 3S. 6d. 

'IJAWN. With 16 Illustrations., Cr. 
, 8va.; '3S; 6,{ 

Haggard and Lang.---:THE WORLD'S 
DESIRE. By H. 'RII~ER HAGGARD and 
ANDREW LANG. With 27 Illustrations. 
Crown,8vo., 35. 6d. 

Harte;-IN THE CARQUINE2 ,'WOODS 
and other stdries. BY.1;lRET HARTE. Cr. 
~vo,; 3s. 6d., , ' 

Hope.--:--THE HEART OF PRINCESS 
OSRJI. By...ANTHONY HOPE. With 9 Illug;. 

,trations by JOHN WILLIAMSON. Crown 
IIvo., 65: 

H,ornung.-THE UNBIDDEN GUEST. 
By E. W. HORNUNG. Crown 8vo., 3S. 6d. 

~Lang.-A ,MONK OF, FIFE; being 
! the Chronicle written by NORMAN' LESLIE r "of Pitcullo, concerning, Marvellous Deeds 
~ that befel in ,the Realm of France, 1429-31. 

r
BY ANDREW LANG. With 13 Illustrations 
bY,SELWYN IMAGE. ,Cr.8vo •• 6s. - , 

, -y~l (EDNA). 
THE AUTOBIOGRAPHYOF A SLANDER. 

Fcp. 8vo., IS., sewed. " ' 
,Presentation Edition. With 20 IlIustra· 

! tions by J.-A1'iICELOT SPEED. Crown 
8vo., 25, 6d. net. 

THE AUTOBIOGI?APHY OF- A TRUTH. 
Fep. 8vo., IS., sewed; ,IS. 6d., cloth. 

DOR!EEN. The ,Story of a Singer. 
'" Crown 8vo., 6s. 

~
' agruder.-THE ViOLET. By JULIA 

MAGRUDER. With II Illustrations by C. 
; D. GI~SON. Crown 8vci., 65. 

atthews.-Hls FATHER'S SON: a 
Novel of the New York Stock Exchange. 
By BRANDER MATTHEWS. With 13 Illus-

- tTatinm=._ C.r Rvn fiC'_ 

Melv111e'(G. J. WHYTE). 
The Gladiators. \ Holmby House. 
,The Interpreter. Kate Coventry. 
Good for Nothing. Digby Grand. 
The Queen's Maries. General_ Bounce • 

Crown 8va., IS. 6d. each. 

Merriman.-FLoTSAM: The Study 
of a Life. By HENRY SETON MERRIMAN, 
With Frontispiece and Vignette by H. G. 
MASSEY, A.R.E. Crown 8vo., 6s. • 

Morris (WILLIAM). 
THE WELL AT THE WORLD'S END. 

2 vols. 8vo., 28s. 

THE STORY OF rHE 'GLITTERiNG 
PLJlIP, which has been, also called The 
Land of the Living Men, or The Acre of 
tl1e Undying. Square post 8vo., 5S. net. 

THE ROOTS OF rHE MOUNTAiNS, 
wherein is told somewhat of the Lives of 
the Men of 13urgdale; their Friends, their 
Neighbours, their Foemen, and their 
Fellows-in-Arms. Written in Prose and 
Verse. Square crown 8vo., 8s. 

A TALE OF THE HOUSE OF tHE 
W OLFINGS, and all the Kindreds of the 
Mark. Written in Prose and Verse. 
Second Edition. Square crown 8vo., 6s. 

A DREAM OF JOHN BALL, AND A 
KING'S LESSON. hmo., IS. 6d. 

NEWS FROM NOWHERE j or" An 
Epoch of Rest. Being some Chapters 
from an Utopian Romance. Post 8vo., 
1S.6d. 

* * * For Mr. William M~rris's Poetical 
Works, see p. 20. 

Newman (CARDINAL). 
Loss AND GAIN: The, Story of a 

Convert. Crown 8vo. Cabinet Edition, 
,65.; Popular Edition, 3s. 6d. 

. CALLISTA: A Tale of the' Third 
Century. Crown 8vo. Cabinet Edition, ' 
6s.; P9pular Editi?n, 3s. 6d. 

Oliphant.-OLD AIR. TREDGOLD. 
By Mrs. OWPHANT. Crown 8vo., 6$. 

Phillipps-Wolley.-SNAP: a Legend 
of the Lope Moul)tain. By C. PHILLIPPS
WOLLEY. With 13 Illustrations. Crown 
8vo., 3S. 6d. 

Quintana.-THE CID CAMPEADOR:, 
an Historical Romance. By D. ANTONIO 
DE TRUEBA Y LA' QUINTANA. Translated 
from the Spanish by HENRY J. GILL, M.A., 
'T' r._ n C.T'flWn Rvn Fi( 
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Works of Fiction, HtlmOur, &c:~continued. 
Rhoscomyl (T,5WE~); Walford (L .. B.). 
,THEJEWEL OF YNYS G1LON: being 

a hitherto unprinted Chapter in the History 
of the Sea Rovers. With 12 IlIustrati\lns 
\ly LANCELOT SPEED,. Cr., Svo., ~.I'.6d •. 

BATTLEMENT. AND TOWER: a 
Romance. With Frontispiece by R. 
CATON 'WOODVILLE. Crown.Svo •• 6s. 

FOR THE WI(ITE' ROSE OF ARNO: 
a Story of the Jacobite Rising of 1745. 
Crown Svo.;6s. ' . , 

Rokeby.-DoRCAS QOQDAy. By 
CHARLES ROKERt. Crown Svo., 6s. 

Sewell (ELIZABETH M.). , 
A Glimpse of'the World, Amy Herbert, 
Laneton Parsonage. Cleve Han. 
Margaret Percival. Gertrude. 
Katharine Ashton. Home Life. 
The Earl's Daughter. After Life.' 
The Experience Qf Life:' Ursula.' Ivors, 
Cr.Svo., n. 6d. each cloth plain. 2S. 6il 

each eloth extra,gqtedges., 

Stevenson (ROBERT L6uis). 
. 'THE STR~NGE CASE OF DR.J~KYLL 

ANDMR." HYDE. Fcp. SVO~, IS. sewed. 
·IS. 6d.:,cloth. 

THE STRANGE CASE (JF, DR. 
J1EKYLL AND MR. HYDE; WITH OTHER 

'.FABLE~. Crown Svo., 3s. 6d. .,' 

MORE NEW ARABIAN NIGHTS'-THE 
DYNAMITER. By ROBERT LOUIS S-rEVEN

, SON and FANNY VAN DE' GRiFT Sn:VEN
SON. Crown Bvo., 3S. 6d. 

THE 'WRONG Box. By ROBERT 
LOUIS STEVENSON and 'LLOYD OSBOURNE. 
CrownSvo., 3S. 6d, 

MR. SMITH" a Part of his 
Crown Svo., 2$. 6d. . 

THE BABY'S GRANDMOTHER • 
Svo., 2S. 6d. 

COUSINS. Crown Bve., 2S. 6d. 

tl'ROUBLESQME .DAUGHTERS. 
, 'Svo., 2S. 6d. 

LIfe. 

. Cr. 

Cr. 

PAULINE., Crown. 8VQ., 2s.6d. 

'..DICK NETHERBY. Cr. 8vo., 2S. 6d. 

>rHE HISTORY OF A WEEK. Cr. 
Svo. 2S. 6d. 

I.l STIFF-NECKEDGENERATION. ,Cr. 
Svo. 25. 6d. ' . 

NAN, and' other Stories. Cr. 8vo;, 
, 2s.6d.- . 

THE MISCHIEF OF MONICA. Cr. 
. Svo., 25. 6d. , 

'THE ONE GOOD -GUEST. Cr. 8vo. 
25.6d • 

• PLOUGHED,' and 
Crown Svo., 2S. 6d. 

THE MA,TCHMAKEK. 

West (B. B.). 

Stories. 

Cr. 8vo., 2S. 6d. 

HALF-HOURS WITH THE MILLION
AIRES: Showing how much harder it is 
to spend a million than to make it. ' Cr. 
Svo.,6s. 

SIR SIMON 'VANDERPETTER, ,and 
MINDING HIS ANCESTORS,. 'Cr;-sv<i., ss. 

A FINANCIAL ATONEMENT. Cr. Bvo., 
·6s. $uttner.-1;,AY :Down YOUR ARMS 

(Die Waffen Nieder) : The Autobiography 
of Martha Tilling.' By BERTHA VON 
SUTTNER. Translated by T. HOLMES. Weyman (STANLEY). 

Cr. Svo.,. IS. 6d. • " THE HOUSE OF THE WOLF. Cr. 
Trollope (ANTHON;V). Svo·,3s,"6d.' 

'T' W' C 8 \ 6d A GENTLEMAN'OF FRANCE. Cr .• 8vo .• J.HE ,ARDEN. r. VD., IS.. . 6s. . . 

B:s~~~ESTER TOWERS. Cr. 8v,?, THE RED COCKADE. yr. 8vo:,' (is. 

TRUE (A)-.I?ELATION OF THE' TRAVELS'.. . ' 
, .tIND ..pERILOUS ADVENTURES OF MATHEW, W hl S h a w.-,A BOYAR OF THE 
• DUI?GEON,· GEJlT.LEMAN: Wherein is truly TERRIBLE I a Romance of the Coutt of 

set down the Manner ot his . Taking, the I Van the Cruel, First Tzar of Russia. 
Long Time of his Slavery in Algiers, and' By .FREl)~ WHISHAW. With 12 Illustra-
Means of his Delivery. Written by Himself, tions by H., G. MASSE1(, A. R.E. CrQWD 
andnnwfnrthefirsttimenrinted. Cr.8vo: .• s. 8vo .. bs. " . 
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Popular Science {Natural IJ:istory, &e.}. 

Butler.-OuR HOUSEHOLD INSECTS. 
An Account of the Insect-Pests found in 
Dweiling·Houses. By EDWARD A. BUTLER, 
B.A., B.Sc. (Lond.). With II3 Illustra
tions. Crown 8vo., 35. 6d. 

Furneaux (W.). 
THE OUTDOOR WORLD; or The 

Young Collector's ·Handbook. With 18 
Plates 16 of which are coloured, and 549 
Illustrations in the Text. Crown 8vo., 
7$·6d. 

BUTTERFLIES AND MOTHS (British). 
With.12 toloured Plates .and 241 Illus
trations in the Text. Crown8vo., 1~$. 6d. 

LIFE. 'IN PONDS AND STREAMS. 
With B,coloured Plates and 331 Illustra
tions in the Text. ,Crown 8vo., 12$. 6d. 

Hartwig (DR. GEORGE). 

THE SEA 'AND ITS LIVING WONDERS. 
With 12 Plates and 303 Wqodcuts. 8vo., 
75. net. . 

Hartwig (DR. GEORGE}-continued. 

VOLCANOES AND EARTHQUAKES. 30 
Illustrations. Cr. 8vo., ,2$. 6d. 

IVILD ANIMALS OF THE, TROPICS. 
66 Illustrations. Cr. 8vo., 3s. 6d. 

Hayward.-BIRD NOTES. By the late 
JANE MARY HAYWARD. Edited by EMMA 
HUBBARD. With Frontispiece and IS IJIus 
trations by G. E. LODGE. Cr. 8vo., 6$. 

Helmholtz.-POPULAR LECTURES ON 
SCIENTIFIC SUBJECTS. By HERMANN VON 
HELMHOLTZ. With 68 Woodcuts. 2 vols. 
er. 8vo., 3$: 6d. each-

Hudson.-BRITISH BIRDS. By W. 
H. HUDSON, C.M.Z.S. With a Chapter on 
Structure and Classification by FRANK E, 
BEDDARD, F.RS.· With 16 Plates (8 of 
which are Coloured), and over 100 Illustra
tions in the Text. Crown 8vo., I2s. 6<1. 

THE TROPICAL WORLD. With 8 Proctor (RICHARD A.). 
Plates and 112 Wo?dc;uts. Bvo., 7$. net. 

THE POLAR ·WORLD.With3 Maps, 
8 Plates and B5 Woodcuts. Bvo., 75. net. 

T;'i SUBTERRA/{EAN WORLD. With 
3 Maps and 80 Woodcuts. Svo:, 75. net. 

THEAERIAL WORLD,' With 1lap, 8 
- Plates and 60 Wood~uts. Bvo., 75. net. 

HEROES OF THE POLAR WORLD. 19 
Illustrations. Cr. 8vo., 2S. 

~VONDERSOFTHE TROPICAL FORESTS. 
40 ,Illustrations. Cr. Bvo., 2S. 

WORKERS UNDER THE GROUND. 29 
Illustrations. Cr. 8vo., :is~ 

LIGHT SCIENCE FOR LEISURE HOURS. 
Familiar Essays on Scientific Subjects. 3-
vols. Cr. 8vo., 55. each. 

ROUGH WAYS MADE SMOOTH. Fami
liar Essays on Scienti6c Subjects. Crown 
8vo., 3s. 6d. 

PLEASANT WAYSINSCIENCB. Crown 
8vo., 3s. 6d. 

NATURE STUDIES. By R. A. PROC
TOR; GRANT ALLEN, A. WILSON, T. 
FOSTER and E. CLODD. Crown 8vo., 
3S• 6d• 

LEISURE READINGS. By R. A. PROC
TOR, E. CLODD, A. WILSON, T. FOSTER' 
and A. C. RANYARD. Cr. 8vo., 3S. 6d. 

• VARVELS OVER OUR HEADS. 
Illustrations. ·Cr. 8vo., 2S. 

••• For Mr. Proctor's oth" books see Messrs . 
29 Longmans & Co. '$ Catalogtle of Scientific 

Works. 

'-SEA MONSTERS AND SEA BllrDs. 75 
Illustrations. Cr. 8vo., 2S. 6d. 

DENIZENS OF THE DEEP. 117 Illus-
... __ .. ! .... __ r.. CIt>.... ...~ F.J. 

Stanley.-A FAMILIAR HISTORY OF 
BIRDS. By E. STANLEY. D.O., fOlmerly 
Bishop of Norwich. With lllustrations. 
Cr.8vo.. u.6d . 
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Popular Science (Natural History, &e. )-continued. 
Wood (REV. J. G.). 

HOMES WITHOUT HANDS: A Descrip
tion of the Habitation of Animals, classed 
according to the Principle 'of Construc
tion. With 140 Illustrations. 8vo., 
75., net. 

JNSECTS A THoME: A Populal' Ac
count of British Insects, their StIUctUIe, 
Habits and Transformations_ With 700 
Illustrations. 8vo., 7~' net. 

INSECTS ABROAD: a Popular Account 
of Foreign Insects, their Structure, Habits 
and Transformations. With 600 Illustra
tions. 8vo_, 75. net_ 

BIBLE ANIMALS: a Description of 
every Living CreatUIe mentioned in the 
ScriptUIes. With lIZ Illustrations. 8vo., 
75. net. 

FETLAND REVISITED. With 33 
Illustrations. C~. 8vo., 3s. 6d. 

OUT OF DOORS; a Selection of 
Original Articles on- Practical N atUIal 
History. With II Illustrations. Cr.8vo_, 
35.6d. 

Wood (REV. J. G.)-c01!tilllled. 
STRANGE DWELLINGS: a Description 

of the Habitations of Animals, abridged 
from' Homes without Hands '. 'With 60 
Illustrations. Cr. 8vo., 35. 6d. 

BIRD LIFE OF THE BIBLE. 32 Illus
trations. Cr. 8vo., 35. 6d. 

- WONDERFULNESTS. 30 Illustrations. 
Cr. 8vo., 35. 6d. 

HOMES- UNDER THE GROUND. 28 
Illustrations. Cr. 8vo., 35. 6d. 

IVILD ANIMALS OF THE BIBLE. 29 
Illustrations. Cr. 8vo .• 3S.6d. 

DoMESTIC ANIMALS OF THE BIBLE. 
23 lllustrations_ Cr. 8vo., 35. 6.1. 

THE BRANCH BUILDERS. 28 Illus
trations. Cr. 8vo., 25. 6d. 

SOCIAL HABITA TlONS AND PARASITiC 
NESTS. 18 Illustrations. Cr. 8vo., 25. 

Works of Reference. 
Longmans' GAZETTEER OF . THE Maunder (Samuel)-collti1Il1ed. 

IVoRLD. Edited by. GEORGE G. CHIS-
HOLM, M.A., RSc. Imp. 8vo., £z 25. cloth. HISTORICAL TREASURY. F,cp.8vo.,6s. 
£z 125. 6d. half-m~occo. 

Maunder (Samuel). 

BIOGRAPHICAL TREASURY. \Vith 
Supplement brought down to 188g. By· 
Rev. JAMES WOOD.' Fcp. 8vo., 65. 

TREASURY OF NATURAL HISTORY: 
or, Popular Dictionary of Zoology. With 
goo Woodcuts. Fcp. 8vo., 6s. 

TREASURYOF GEOGRAPHY, Physical, 
Historical, Descriptive. and Political. 
With 7 Maps and 16 Plates. Fcp. 8vo •• 65. 

THE TREASURY OF BIBLE KNVw
LEDGE. By the Rev. J. AYRE, M.A. With 
5 Maps, IS Plates, and 300 \Voodcuts. 
F cpo 8vo., 65. 

TREASURY OF KNOWLEDGE AND LIB· 
RARY OF REFERENCE • • Fcp. 8vo., 65. 

ScIENTIFIC AND LITERARY TREA
SURY. Fcp. 8vo., 65. 

THE TREASURY OF Bo T.A NY. Edited 
by J. LINDLEY, F.R.S., and1".-l\tooRE, 
F .L.S. With z74 Woodcuts and zo Steel 
Plates. :I ~oIJ' Fcp. 8vo., I2s.. 

Roget. ~ THESAURUS OF ENGLISH 
WORDS AND PHRASES. Classified and Ar
ranged so as to Facilitate the Expression of 
Ideas and assist in Literary Composition. 
By PSTER MARE ROOET, M.D., F.R.S. 
Recomposed throughout, enlarged and im
proved, partly from the Author's Notes, and 
with a rull Index, by the Author's Son, 
JOHN LEWIS ROGET. Crown 8vo., 10$. 6d. 

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. BESCE JONES. 
Crown 8vo., lOS. 6d. 



26' MESSRS: LONGMANS &. CO.'S STANDARD' AND GENERAL-WORKS. 
,~, I 

Children's Books. 
Crake'(Rj;:v. A, D.)..' Meade (L. T.).' 

EDWY THE FAIR,' . or, The 'First DAlJDJ!S Boy; vVith Illustrations . 
. Chtoni~le of 1Esc~ridune. Cr . .Bvo., 25. 6d. . Crown 8vo., 35• 6d. 

·Az..FG,4R, THE DANE; Or; The Second 'DEB AND THE DUCHESS. With Illus-
Chionic1eof1Escendune., Q. 8VO.,2'. 6d: Jratio~s~ Crown 8vo., 35; 6d. 

THE R,VAL HEIRS: being. the Third . THE BERESFORD P·Dl'Z~. Wl'th 
and Last Chronicle of 1Escendune. Cr. '" ~ 
8vo., 25. 6¢. . . . . Illustrations. Crown 8vo., 35. 6d. 

THE HOUSE OF WALDERNE. A Tale THe HOUSE OF SURPRISES. With 
. of the Cloister and the For(lst in the Days Illustrations. Crown 8vo. 3S' 6d. . 

'of the Barons' Wars. Crown 8vo., 2S. 6d. 
BRIAN' FITZ-COUNT. A'Story of 

Wallingford Castle and Dorchester' 
Abbey. Cr. 8vo., 2S. 6d. 

Lang"<ANDR~W)'-'7:gDITED BY. 

THE BLue FA-IRyBOOK. With 138 
mustratio~s. Crown 'lITo., 5s.' . ' 

TOE RED FAIRY BOOK. With 100 
. ,Illustrations. Crown 8vo., 6s. 

'THE GREEN FAIRY BOOK. With 99 
Illqstrations, Crown 8vo., 65. Wl't'h I 

THE YELLOW FAIRY BOOK. 
104 Illustrations. ' Crown 8vo., 6s. 

THE BLUE POETRY BOOK. With 100' 
Illustrations. Crown 8vo., 6s. ' 

THE BLlIE POETRY BOOK. School 
, Edition-, without Illustrations. Fc!>. 8vo., 

, 2S. 6d. ' 
THE TRUE STORY BOOK. Witli· 66 

Molesworth--':SILVERTHORNS.' 'By 
Mrs. MOLESWORTH. With lllustrations. 
Cr. 8vo., 5S. 

Stevenson.-A CHIL1J'S GARDEN OF 
VERSES. By ROBERT LOUIS STEVENSON. 
Fep. 8vo., 5S. 

Upton (FLQR~NCE K. AND BERTHA). 
. THE ADVENTURES OF Two DutCH 

DOLLS AND A • GOLLIWOGG '. Illustrated 
by FLORENCE K. UPTON, with Words 
by BERTHA UPTON. With 31 Coloured 
Plates and numerous Illustrations in the 
Text. Oblong 4tO., 6s. 

THE GOLLIWOGG'S BICYCLE Cz..UB. 
Illustrated by FLORENCE K. UPTON, with 
words by BERTHA. UPTON. With 3I 
Coloured Plates and numerous IIIustra
ti~ns in the T,ext. Oblong 4to., 6s. 

Illustra~ions. Crown 8vo., 6s. Wordsworth.-THE SNow GAllDEN, 
. THE RED TRUE STOl(Y BpOK. With AND OTHER FAIRY TALES FOR CHILDREN. 

100 Illustrations. Crown Bvo., 6s. By ~LIZABETH WORDSWORTH. With 10 
THE. ANIMAL STORY BOOK. With lllustrations by TREVOR HADDON. Crown 

67 Illustrations; Crow'! 8vo., 6s: 8vo., 55. ' 

Longman!;' Series of Books for Girls', 
I Price 2S. 6d. each. 

ATELIER (THE) Du Ll{s: or, im Art NEIGHBOURS., By Mrs. MOLESWORTH. 
Student in the Reign at Terror. THE THIRD MISS ST; QUENTIN. By 

By THE SAME AUTHOR. Mrs. MOLESWORTH. 
ilfADEMOISELLEilfoRJ:a THAT CHILD. VERY YOUNG; AND QUITE ANOTHER 

Tale of Modem Rome. UNDER A CLOUD. STORY. Two Stories. By JEAN INGELOW. 
IN THE OLDEN TIME: a HESTEII,'SVENTURE CAN THIS BE LaVE? By LOUISA PARR. 

Tale. of the Peasant lifE FIDDLER OF KEITH DERAMORE. By tpe Author of 
War III Germany. LUGAU. • Miss Molly'. . 

THE YOUNGER SISTER. A CHILD OF THE S By MARGARET DELAND' 
REVOLUTION. IDNEY. • 

AN ARRANGED MARRIAGE. By 
ATHERSTONE PRIORY. B L' N DOROTHEA GERARD. 

y. ; • LAST WORDS TO GIRLS ON LIFE AT COMYN. 

THE STORY OF A -SPRING MORNING, 
etc. By Mrs. MOLESWORTH. Illustrated.' 

THE PALACE IN THE, GARDEN. By 
Mrs. MOLESWORTH. lllustrated •. 

SCHOOL AND AFTER SCHOOL. By MAlliA 
GREY. 

STRAY THOUGHTS FOR GIRLS.' By 
Lucy H. M. SOVLSBY, Head Mistress of 
Oxford Hi'gh School. 16mo., II. 6d. net. 
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The Silver Library. 
CROWN8vQ. 3s. 6d. EACH:VOLUME. 

Arnold's (Sir Edwin) Baas and Lands. With I 
71 Illustratioru;, )S. 611. 

Bagehot's (W'I Biographical Stndles, '3s. (;d. 
Bagehot's ~W. Economic Studies. 3$.611. 
Bagehot's (W.) Litsrary Studies: With Portrait. 

3 vols, )S. 611. ekh. 
i Baker's (Sir S. W.) Eight Years ,in Ceylo~. 

With 6 Illustrations. )S. 6d. ' 
B';'ker's (Sir S. W.) Rille and Hound in Ceylon, 

With 6 Illustrations. )S. M. ' 
Barlng-Gould's -<Rey. S.) Curious Myths of the 

Mlddie· Ages. JS. 611. i 
'Baring-Gould's (Rey. S.) Origin and DeYelop- I 

ment of Religious Belief. 2 vals. )S. 611. each. 
Be'llker's (Prof.) Gallus: or, Roman Scen~s in the 

Time of Augustus. Illustrated. )S. 6d. 
Beilker's (Prof.) Charlcles: or, Illustrations of 

the Private Life of the Ancien~ Greeks. 
Illustrated. JS.6d. - ' I 

Bent's (J; T.) The Ruined Cities of Hashona- ' 
land. With II7 Illustrations, )S. 611. 

Brassey's (L&dy) A Voyage In the • Sunbe&m '. 
With 66 Illustrations. ,)S. 611. 

Butler's (Edward A.) 'Our Household Insects. 
With 7 Plates and Il3 Illru;trations in the 
Text; JS. 611.' , - ' 

Clodd's (E.) Story of Creation ~ a Plain Account : 
of Evolutiou. With 77 Illustrations. )S. 6d. ; 

Conybeare (ReY. W. J.) and Howson's (Very i 
Rey. J. S.) Life and Epistles of St. Paul. 
46 Illustrations. )S. 6d. 

Dougall's (L.) Beggars All: a Novel. jr. 6d.' 
Doyle's (A. Conan) Micah Clarke. A Tale of 
. . Monmoutn's Rebellion. 10 IIlusts. )S. 611 •. 
Doyle's (A. Conan) The Captain of the Polestar, 

and other Tales. )S. 6d. 
Doyle's (A. Conan) The Refugees; A Tale of 

Two COlltinents. With2S Illustrations. )S6d. 
Froude's (J. A.) The History of England, from 

the Fall of Wolsey to the Defeat of the 
'Spanish Arm~da. 12 vols. ')s, 611. each. 

Froude's (J. A.) The Engilsh In Ire,land. 3 vols. 
lOS. 611. 

Froude's (J .... ) The DIYorce of C&therln8 of 
. Aragon. JS. 6d. 

Fronde's (J. A.) The Sp&nlsh Story of the 
Armad&, and·other Essays. )S. 6d. 

Froude's (J. A.) Short Studies on Grea~ Sub. 
jects. 4 'lois. JS. 611. each. 

Froude's (J. A.) Thomas C&rl:,.le: a History of 
his Life. 
1795-1835 .. 2 vols: 7$. 

. 1834-1881. 2 vols. 7~. 
Fronde's (J. A.) C.sar: a Sketch. )S. 6.1. 
Froude's (J. L) The Two Chiefs of Dunb,oy: an 

irish Romance of the Last Century. )S. 611. 
Glelg's (ReY. G. R.) Life of the Duke of 

Weillngton. With Portrait. JS. 6d. 
GreYllle's (C. C. F.) Journal of the Reigns ot 

King George IV., King Wlillam IV .. and 
Queen Victoria. 8 ,vols.; -3s. 6d. "!lCh. ' 

Haggard's (H. R.) She: A History of Adventure. 
32 Illustrations. )S. 611. ' 

Haggard'. (H. R.) Allan Quatsrmaln. _ With 
20 Illustrations. ~. 611. 

Haggard's (H. R.) Colonel Quarltch, V.C.: a 
Tale of Country Life. )S. 611. 

Haggard's (H. R.) Cleopatra. Wi th 29 Illus Ira
tions. )S. 611. 

Haggard's (H. IL) Erlo Brlghtsyes. With 51 
Illustrations. )S. 6d. 

Haggard's (H. R.) Beatrice. :,so 6d. 
Haggard's (H. R.) Allan's Wife. With 34 Illus

trations. )S. 611. 
Haggard's (H. R.) Kontuuma's Daughter. With 

25 Illustrations. 3$. 6d. • 
Haggard's (H. E.) The Wltoh's Head. With 

~6 Illustrations. )S. 611. 
Haggard's (H. R.) Mr. Maeson's WIll. With 

16 Illustrations. JS. 6d. 
Hagg&rd's (H. R.) !fada the LIly •. With 113 

Hiustrations. . JS. 611. 
Haggard's(H,R.)Dawn. With 16Illusts. 3$.6d. 
Hagg&rd's (H. R.) The People of the Ilist. Witb 

· 16 Illustrations. 3s. 611. 
Haggard (H. R.) and Lang's (A.) The World'll 

Desire. With 27 Illustrations. )S. 611. 
.Harte's' (Bret) In the Carqulnes Woods and 

other Stories. 3$. 6d. 
Helmholtz's (Hermann yon) Popular Lecturu 

on Sclentillc Snbjects. Wnh 68l11ustrations. 
2 vols. )S. 611. each.-

Hornung's (E. W.) The Unbidden Gnest. 3S- 6tl. 
Howitt's (W.) Visits to Remarkable Pl_ 

· 80 Illustrations.' )S. 611. 
Jefferies' (R.) The Story of lily Heart; My 

Autobiograpby. With Portrait. )S. 611. . 
Jefferies' (R.) Field and Hedgerow. With 

Portrait. )S. 6d. . ' . 
Jefferies' (R.) Red Deer. 17111ustrattons . . )S. 6d. 
Jeft'erles'(R.) Wood Magic: a fable. Witb 

Frontispiece and Vignette by E. V .. B. JS. 64. 
Jefferies (R.) The ToUers of the Field. With 

Portrait from the Bust in Salisbury Cathedral. 
3$·6d· , • 

Knight's (E. F.) The CruIse of the • Alerle': 
· the Narrative of a Search for Treasure on 
the 'Desert Island of Trinidad. With II 
Maps and 2;3 Illustrations. )S. 6d. ' 

Knight'. (E. F.j Where Three Empires Keet: a 
Narrative of Recent Travel in Kashmir. 
Western Tibet, Baltistan, Gilgit. With a Ma.p 
and 54 Illustrations. 3s. 6d. 

Knight's (E. F.) The 'Falcon' on the Baltic: a 
Coasting Voyage from Hammersmith to 
Copenhagen in a Three-Ton Yacht. Witb 
Mag and II lIlustrations. )S. 611. 

Lang's (L) Angling Sketoh... 20 Illustrations. 
)S.6d. , ' 

Lang'a (A.) Cnstom and Myth: Studies or Early' 
U sage and Belief. JS. 611. , 

Lang's (Andrew) Coell Lane and Common-Sense. 
With a New Preface.. 3$. 6d. 
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The Silver LibrarYl-continued. 
Lees (J. A.) and (llu.tterbuck's (W. J.} B. ·c. Proctor's (R. 'A.) Pleasant Ways In Science. 

, 1887, A Ramble In British Columbia. With 3s. 6tl . 
. Maps and 75 Dtustratio.ns,. ,3'. 6tl. 

lIIaoaulay's (Lord) Essays and Lays of Ancient 
Rome. With PQrtraif and IllustratiQn .. JS. 64. 

Macieod's,JH. D.) Elements ~f Banking. JS.6d. 
Marshman's. (;I. C.) Memoirs of Sir Henry 

Havelock. JS. 6d. • ' 
Max .liller'S'(F.) India. what can It teacih us? 
, JS.6d. " 
Max M'diler's (.p.) Introduction to the Science 

of Religion. 3s. 6d., " 
Merlvale's (Dean) History ·of the, Romljons 

under the Empire. 8 vols. 3-<. 6tl. each. 
Mill's (J. S.) PoUtlc&l Economy. JS. 6d. 
1II1ll's (J. So) System of Logic. JS. 6d. 
MUner's (Geo.) Country Pleasures: the Chroni· 

cle Qf a .. Year chiefly in a Garden. JS. 6d, 
:Hansen's (F.) The First Crossing of Greenland. 

With IllustratiQns and a Map. JS. 6d. 
Phlll.ipps,WolleY's (C.). Snap: a Legend Qf the 

Lone MQuntain. 13 Illustrations. JS. 6d. 
. Pro'ct':'r's (R.A.) The ,Orbs Around Us. ' 3" 6d. 
Proctor's (R. A.). The Expanse of Heaven.' 

3'.6d. ' 
'Proctor's (R. A~) O~her'worlds than Ours'. 3'.6d. 
Proctor's (R. A.) Our Place among InHnltles: 

a Series Qf Essays cQntrasting Qur Little 
AbQde in Space and Time with the Infini,ties 
arQund us. Crown 8vQ., 3'. 6d., I 

Proctor's (R. A.) Other ~uns than Ours. 3'. 6d. 
Proctor'~ (R. A.) Rongh Ways made Smooth. 

, .3'.6d. ,.' 

l'roctor's (R. A.) Myths and Marvels, of As
tronomy. 3'. 64. 

Proctor's (R. A~) 'Rature Stndles; 3s. 6d. 

Proctor's (R. A.) Leisure ReadIngs. By R. A. 
PROCTOR, EDWARD CLODD, ANDREW 
WILSON, THOMAS FOSTER, and A., C. 
RANYARD. With mustratiQns. 3'. 6d. 

Rhoscomyl's (Owen) The Jewel of Ynys .G"lon. 
With 12 IllustratiQns. ~. 6d. 

Rossetti's (1I"'la F.>. A Shadow of Dante. 3'. 6tl. 

Smith's (R. Bosworth) Carthage and the Cartha· 
glnlans. With Maps, Plans, &c. 3" 6d. 

Stanley's '(Bishop) Familiar History of Birds. 
160. Illustrar.iQns. 3'. 6d. ' , 

Stevenson's (R. L.) The Strange Case of Dr. 
Jekyll and Mr. Hyde; with Qther Fables. 
3'. bd. 

\ Stevenson (R. L.) and Osbonrne'. (LL) The 
Wrong Box. 3'.6d . 

Stevenson (Robert Louis) and Stevenson'. 
'(Fanny van de Grift) More Bew' Arabian 

, Blghts.-The Dynamiter. 3s. 6d. 
Weyman's (Stanley J.) The House of the' 
, Wolf: a RQmance .. 3'.6d. 
Wood's (ReY. J. G.) Petland Revlelted. With 

33 Illustratio.ns. 3" 6d. 
Wood's (Rev. J. G.) Strange Dwelilngs. With 

60 IllustratiQns. 3s. 6d. 
Wood's (Rev. J. G.) Out of Doors. Wi,th II 

lIlustratiQns. 3" 6d. 

Cookery, Domestic Management,Gardening, &c. 
Acton~ - MODERN' COOKERY. By De Salis '(MRS.).-continued. 

ELIZA ACTON. With ISO. Woodcuts. Fcp. 
8\"0.,4$. tid. DRESSED VEGETABLES A LA MODE. 

Bull (THOMAS, M.D.). 
HUlTS 1!O MOTHERS ON THE MAN~ 

'AGEMENT OF THEIR HEALTH DURING THE 
PERIOD, OF PREGNANCY. Fcp. 8vo." IS. 6d. 

THE MATERNAL MANAGEMENT OF 
CHILDREN IN HEALTH AND DISEASE. 
Fcp. 8vo., IS. 6d. 

Fcp',8vo., IS. 6d. 

DRINKS A LA MODE. Fcp.8vo., lS.6d. 

ENTREES A LA MODE. Fcp. 8vo., 
'IS.6d. 

FLORAL DECORATIONS. Fcp. Bvo., 
IS.6d. 

GARDENING A LA MODE. Fcp. Bvo. 

;De Salis (MRS.). 
Part I., Vegetables, IS. 6d. Part II., 
Fruits, IS. 6d. 

CAKES AND CONFECTIONS A LA 
.. 110DE. Fcp. 8vo., IS. 6d. 

DoGS: A Manual for Amateurs. 
Fcp. 8vo., IS. 6d. 

DRESSED GAME AND POULTRY A LA 
MODE. Fcp. 8vo., IS. 6d. 

NATIONAL VIANDS A LA MODE. Fcp . 
8vo., IS. 6d. 

'NEW-LAW EGGS. Fcp. Bvo., IS. 6d. 

'OYSTERS A LA MODE. Fcp. Bvo., 
~ \ IS. 6d. 
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Cookery, Domestio Management, &o.-continued. 
De Salis (MRs.).-continued. Lear.-MAIGRE COOKERY. By H. L. 

SIDNEY LEAR. I6mo., 2$. 
Pu.pi)JNGS AND PASTRY A LA MOQE. 

Fcp. 8yo., u. 64. 'Poole.-COOKERY FOR THE DIABETIC. 
• By W. H. and Mrs. POOLE. ''Vith Preface 

SAVOURIES .ALA MODE. Fcp. 8vo., by Dr. PAVY. Fcp. 8vo., 2$.64. 
IS. 64 •. 

SOUPS AND iJRESSED FISH ..4 LA 
ii/ODE. Fcp. 8vo., IS. 64. 

SWEETS AND SUPPER DISHES..4 LA 
MODE. Fcp. 8vo., IS. 6d. 

TEMPTING DISHES FOR SMALL IN
COMES. Fcp. 8vo., ~. 64. 

IVRINKLES AND NOTIONS FOR 
EVERY HOUSEHOLD. Crown8vo., IS. 64. 

Walker UANE H.). 
A BOOK 'FoR EVERY WOMAN. 

Part I., The Management of Children 
in Health and out of Health. Crown 
8vo., 2$. 64. . 

Part II. Woman in Health and out of 
Health. Crown 8vo., 2$. 64. 

A HANDBOOK FOR MOTHERS: being 
being Simple Hints to Women on the 
Management of their Health during 
Pregnancy and Confinement, together 
with Plain Directions as to the Care of 
Infants. Crown 8vo., 2$. 64. 

Misoellaneous and Critioal Works.' 
A11ingham.- VARIETIES IN PROSE. 

By WILLIAM ALLINGHAM. 3 vols. Cr. Svo., 
18s. (Vols. I and 2, Rambles, by PATRICIUS 
WALKER. Vol. 3, Irish Sketches, etc.) 

Armstrong.-ESSAYSANDSKETCHES. 
. By EDMUND J. ARMSTRONG. Fcp. 8-:0 .. ss. 
Bagehol-LITERARY STUCIES. By 

WALTER BAGEHOT. With Portrait. 3 vols. 
Crown 8vo., 3s.,64. each. 

Baring-Gould.-CuRIOUS MYTHS OF 
THE MIDDLE AGES. By Rev. S. BARING
GOULD. Crown 8vo., 3s. 64. 

Baynes. - SHAKESPEARE STUDIES, 
and other Essays. By the late THOMAS 
SPENCER BAYNES, LL.B., LL.D. With a 
Biographical Preface by Professor LEWIS 
CAMPBELL. Crown 8vo., 7s. 64. 

Boyd (A. K. H.) (C A.K.H.B.'). 
And It. MISCELLANEOUS THEOLOGICAL 

, WORKS, ;.32. 

AUTUMN HOLIDAYS OF A COUNTRY 
P.4RSON. Crown 8vo., 3s. 6d. 

COMMONPLACE PHILOSOPHER. Cr. 
.8vo., 3S. 6d. 

CRITICAL ESSAYS OF A COUNTRY 
PARSON. Crown 8vo., 3s. 6d. 

EAST COAST DAYS AND MEMORIES. 
Crown 8vo., 3S. ,64. 

, LANDSCAPES, CHURCHES, AND MORA
LITIES. Crown 8vo., 3" 6d. 

LEISURE HOURS IN TOWN. Crown 
__ ----'-Sv--'o., 3s. 6d. 

Boy~ (A. K. H.) (C AK.H.B,').-
eOlltinrle4. 

LESSONS OF lIflDDLE AGE. Crown 
8vo., 3s. 6d. 

OUR LITTLE LIFE. Two Series~ 
Crown 8vo., 3$. 6d. each. 

OUR HOMELY COMEDY: AND TRA-
GEDY. Crown 8vo., 3s. 6d. , 

RECREATIONSOF A COUNTR Y PARSON • 
. Three Series. Crown 8vo., 3$. 64. each. 
Also First Series. Popular Edition. Svo., 
6d. Sewed. 

Butler (SAMUEL). 
EREWHON. Crown Bvo.; !j8'-

THE FAIR HAVEN. A 'Work in De- , 
fence of the Miraculous Element in our: 
Lord's Ministry. Cr. 8vo., 7$. 64. 

LIFE AND HABIT. An Essay after a ; 
Completer View of Evolution. Cr. 8vo., 
7$·64. 

EVOLUTION, OLD AND NEW. Cr. I 
8vo., lOS. 6d. j 

ALPS AND SANCTUARIES OF PIED- ; 
MONT AND CANTON T ICINO. lllustrated.' 
Pott 4to., lOS. 64. , 

LUCK, OR CUNNING, AS THE lIf.HN: 
MEANS OF ORGANIC illoDIFICATION} J 
Cr. 8vo., 7$. 6d. 1 

Ex VOTO. An Account of the Sacro ' 
Monte or New Jerusalem at Varallo·Sesia. i 
Crown Svo., lOS. 64., .. 
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Miscellaneous and Critical Works-conti·nued. 

CilAlf.lTlES ./fEGlSTER, THE ANNUAL, 
. AND .DIGEST: being' a Classified Register 
of Charities in or available in the Metro
polis, together with a Digest of Information 
respecting 'Ole Legal, Voluntary, and other 
Means for the Prevention and Relief of 
'Distress, and the 1mprovement of the Con
'dition of the Poor, and ah Elaborate Index. 
With an Introduction by C. S. ,LOCH, Sec

'retary to the Council of the Oharity Organi
sation Society, London. 8vo., '4$. 

'Dreyfus.-LECTURES ON FRENCH 
,LITERATURE.. Delivered in Melbourne by 
IRMA DREYFUS. With Portrait of' the 

• Author. Large .crown 8vo., 125. 6d. ' 

Gwilt.-AN ENCYCLOP£DIA OR AR
, CUITECTURE • .By JOSEPH GWILT;.F.S.A. 

Illustrated with mor~ than 1100 Engravings 
on Wood.' Revised (1888), with Alterations 
,and Considerable Additions by WYATT 

,PAPWORTH. 8vo:, £2 125. 6d. 

Hamlin.-A .TEXT-BoOK OF THE 
HISTORY OF ARCurrECTURE.By A. D. F. 
HAMLIN, A.M., Adjunct-Professor of Archi
tecture in the School of Mines, Columbia 
College, With 229 I119strations. Cro,wn 
8vo., 75. 6d. 

Haweis.~MusIC AND MORALS. By 
the Rev. H. R. HAWEIS. With Portrait of 
the Author,' and numerous Illustrations, 
Facsimiles; and Diagrams. Crown 8vo., 
7So 6d, 

Indian Ideals (No. I). 
HARADA SUTRA: an Inquiry into 

'Love (Bhakti-jijnasa). Translated from 
. the Sanskrit, with an Independendent 
Commentary, by E. T. STURDY. Crown 
8vo., 25. 6d. net. 

Jefferies . ....,.~RICHAiD ). 
FIELD AND HEDGEROW': With Por

trait. Crown 8vo., 35. 6d. , 
THE STORY OF My HEART: my 

Autobiography. With Portrait and New 
Preface by C • .1. LONGMAN. Crown 8vo., 
35• 6d. ' 

RED DEER. With 17 IlIustr~tions 
'byJ.-CHARLToNandH.TuNALY. Crown 
. 8vo., 35. 6d. 
THE TOILERS OF THE FIELD. With 

Portrait from the Bust in Salisbury 
~' Cathedral. Crown 8vo., 35. 6d. 
, :' 'WOOD MAGIC: a Fable. With Fron

tispiece and Vignette by E. V. B. Crown 
8vo., 35 •. 6d. 

THOUGHTS FROIII THE WRITINGS OF 
RICHARD JEFFERIES. Selected by H. S. 
HOOLE WAYLEN. r6mo •. ~ •. 6d. 

Johnson.-THEP~TENTEE·S MAN
,UAL: a Treatise on the Law and Practice 
of Letters· Patent .. By J. & J. H. JOHNSON, 
.Patent Agents, &c. 8vo., 105. 6d. 

Lang (~NDREW). 
, LETTERS TO DEAIJ AUTHORS. Fcp. 

8v~., 25. 6d. net. . 

BOOKS' AND BOOKMEN. With 2 
Coloured Plates· and 17 ·l1lustrations. 
Fcp. 8vo., 2$. 6d. net. 

OLD FRIENDS: Fcp. 8vo., 2S. 6d. net. 

LETTERS ON L,TERATURE. Fcp. 
8vo., 2.. 6d. net. 

COCK LANE AND COMMON SENSE. 
Crown Svo.~ 35. 6d, 

Macfarren. - LECTURES ON HAR
MONY • • By'Sir GEORGE A. MACFARREN. 
Svo., 12$. 

Marquand and Frothingham.
A TEXT·BoOK OF THE HISTORY OF 
SCULPTURE. By ALLAN MARQUAND, Ph.D., 
and ARTHUR L. FROTHINGHAM, Junr., 
Ph,D., Professors of Archaeology and the 
History of Art in Princetown University. 
With II3 lJIustrations. Crown Svo., 65. 

Max Muller (F) . 
INDIA: WHAT' CAN IT TEACH Us 1 

CrowD 'Svo., 3$. 6d. 

CHIPS FROM A GIfRMAN WORKSHOP. 

Vol. 1. Recent Essays and Addresses. 
Crown 8vo., 65. 6d. net. 

Vol. n. Biographical Essays. 'Crown 
8vo., 6 •. 6d. net. 

Vol.llI; Essays on Language and Litera
ture. Crown 8vo., 6$. 6d. net. 

Vol. IV. Essays on Mythology and Folk 
Lore. Crown 8vo, 8s. 6d. net. 

CONTRIBUTIONS TO THE SCIENCE OF 
IIfYTHOLOGY. 2 vols. 8vo., 326. 

Milner.-COUNTRY PLEASURES: the 
Chronicle of a Year 'chiefly in a Garden. 
Bv GEORGE MILNER. Crown 8vo., 3$. 6d. 
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Miscellaneous and Critical Works-<oNlill~ll. 
Morris <,VILLI.UI). 

SIGSS L'F CHASGE. Seven Lectures: 
deli,-ered on ,-anous Ocxasions. Post 
S,"'O.. +S. 6<1. 

Rossetti. -.1 SH.~D-_'"'· OF D ..... ·TE: 
being an Essay ta..-ards studying Himselt 
bis World and his Pilgrima".oe. By MAlIa 
FRA."CESCA ROSSETTI. \\'ith Frontispiece 
by DASn: GABRIEl. ROSSETTI. Crown 
Svo.. 3.1. 6J.. HcJFES AXD FEARS FI.lIl ART. Five 

Lectures deln-ered in Birmin.,aham, Lon. 
don, &:c~ in ISiS-ISSI. Crown 8vo.,' 
+s.6d. Solovyoft-A ~lI..lDEl\.V PRIESTESS 

OF ISIS (.V.W.t.VE BL.tv.4TS,ul. Abridged 
Orchard.-I H E .1 S TR cJ.YcJ.VI" OF and Translated on Behalf of the Society for 

• JIlL TO.\" S P.4R.fDISE LOST'. By THO:IlAS Psvchical Research from the Russian 01 
S. ORCHARD, M.D .• Member of the British VSE\'OLOD SERG\"EE"CH SOLmrYOFF. By 
Astronomical Association. With 13 Illus- \VALTEIt LE. .. F, Litt.D. With Appendices. 
trations. 8\'0... ISS- Cro .. -n S,'O .• 65. 

Poore.-ESSA l-S OS ReRAL 81"GIE.\"£. ' 
By GEORGE VIVIA..'I POORE, Y.D., F.R.C.P. ' Stevens.-Oy THE STclT1·.~GE L1F SHIPS 
\\'ith 13 Illustrations. Cra..-n Svo.., 6s. 6<1. ,AXD THEIR C.tIlGOES. \Vith Informatica~. 

I garding Freights, Charter·Panies. ole. By 
Proctor.-STJiEXGTH: How to get! ROBERT WHITE STE\"ESS, .-\ssociatc-!tIem

Sttong and keep Sttong, with Chapters on I ber of the Institute of Xaval Architects.. 
Rowing and S",;mming, Fat, Age, and the 8\'0., zu. 
Waist. By R. A. PROCTOR. With 9 Illus· 
trations. Cro .. -n 8vo., 2S. I 

,West.-1VILLS. AXD 80",' .\'i.1T TO 
Richardson.- .. v:~ TIO.V,.L H£...LTH,' . X.tA"E THE.V. With It Selectioa of Leading 

A Review of the Works of Sir Edwin Chad-: Ca.ooes. By B, B. WEST, Author of .. HaJj:. 
.. ;ck, K.C.B. By Sir B, W. RICHARDSON, i Hours with the MiliionaiTes n. Fcp. 8"1)., 
M.D. Crown 8vo., +S- 6<1. I 2S. 6;1. 

Miscellaneous Theological Works. 
••• Fw C""TCIt of EltgllUld and Remp Catltolic Worlrs _ MESsaS. LoSGJIA.'IS .t Co-'s 

Special C«ta/oglles. 

Balfour. - THE FOL'XDATlcJA"S OF Boyd (A. K. H.) ~ A.X-H.B.,). 
:::tEFoi ~~otes in~c:t«yRigh t~ the' Occ.4SIOS.4L.4,YDLvJlEMuRI.-4LD .• I"S: 

y ""6." Y t on. Discourses. Crown 8-.. 7S- 6tI. 
AaTH"" J, BALFOUR, M.P, 8vo... us.6d. ' . __ 

Bird (ROBERT). 

A CHILD'S RELlGIO.l: Cr. 8\"0., zs. I 

JOSEPH, THE .DREAXEJt. CroWD 1 
Svo., ss-

I 

1 
JESl·S. THE CARP£.. .. 7ER OF' 

NdZ.A1tETH. Crown 8vo.. ss- i 

To be had also in Two Parts, price zs. 6<1. ! 
each. I 

COL'''t-SEL A.\'D CuJlFt1Rr FRO,., A 
CJ7T Pt'LPlT, Crown 8vo., ]S. 6;1. 

Sll.\"DAY AFTER.V!."IO ... -S I.V rHE PAJtISH 
CHt'/lCH OJ' .II ScOTTISH C\7,...S/TT 
CI7T, Crown 8vo.,]S. 6tI. 

CHA!'"GED ASPECTS OF U.vr:HA.VCED 
7'lt"THs. Crown 8vo.. ]S. 6J.. 

GRAJ"ER THOt"GHTS OF A COl'A7RY 
P .llRS(>.v. T~ Series. Crown Svo.., 
p. 6<1. each, 

PRESE. .. 7 DA Y THOL'GHTS. Crown 
8vo..]S.6d. 

SEASIDE ~VL"sI""GS. Cr. 8 .. -0" 3S. 6tJ. 
, To MEET THE D.H·' through the 

Pan I, GALILEE A."D THE LA1tE OF; Christian Year: bein~ It Text!)f Scrirture, 
GESSESARET. I ,,'ith an Original Meditation and a Short 

I 

Pan II, JERl'SALEIII A."D THE PER.EA.. : 
Selection in Verse for EYery Day, Crowa 
8vo., +S. 6<1. 



32 MESSRS. LONGM4-NS & CO.'S STANDARD AND .GENERAL WORKS. 

Miseellaneous T.heologieal W Qrks-contimeed. 
De la Saussaye.-A MANUAL OF 

THE SCIENCE OF NELIGION. By Professor 
CHANTEPIE DE LA SAUSSAYE. Translated 
by Mrs. COLYER FERGUSSON (nee MAX 
MULLER). Crown 8vo., us. 6d. 

Gibson.-THE ABBE DE LAMENNAIS. 
AND THE LIBERAL CATHOLIC MOVEMENT 
IN FRANCE. By the Hon. W. GIBSON. 
With Portrait. 8vo., 12S. 6d. 

KaUsch (M. M., Ph.D.). 
BIBLE STUDIES. Part I. Pro-

phecies of Balaam. 8vo., lOS. 6d. Part 
II. The Book of Jonah. 8vo., lOS. 6d. 

COMilfENTARY ON THE OLD TESTA
MENT: with a New Translation. Vol. I. 
Genesis. 8vo., 185. Or adapted for the 
General Reader. 125. Vol. II. Exodus. 
ISS. Or adapted for the General Reader. 
us; Vol. III. Leviticus, Part I. ISS. 
Or adapted .for the General Reader. Ss. 
Vol. IV. Leviticus, Part II. ISS. Or 
adapted for the General Reader. 8s. 

Max Mii~ler (F.). 
HIBBERT LECTURES ON THE ORIGIN 

;",,7i GROWTH (JF RELIGION, as illustrated 
by the Religions ~f India. f;r. 8vo., 75. 6d. 

INTRODUCTIO,V TtY THE SCIENCE OF 
RELIGION: Four Lectures delivered at the 
Royal Institution. Crown 8vo., 35. 6d. 

NA TURAL RELIGION. The Gifford 
Lectures, delivered before the University 
of Glas~ow in 1888. Crown 8vo., lOS. 6d. 

PHYSICAL RELIGION. The Gifford 
Lectures, delivered before the University 
of Glasgow in 1890. Crown 8vo., lOS. 6d. 

ANTHROPOLOGICAL RELIGION. ,The 
Gifford Lectures, delivered before the U ni· 
versityofGlasgow in lagl. Cr. Svo., lOS. 6d. 

THEOSOPHY, OR PSYCHOLOGICAL RE
LIGION. The Gifford Lectures, delivered 
before the University of Glasgow in 1892.' 
'Crown 8vo., 105. 6d. 

THREE LECTURES ON TilE VED.4NTA 
PHILOSOPHY, delivered at the Royal. 
Institution in March, 1894. Svo., 55. 

Macdonald (GEORGE). • • • 
UNSPOKEN SERMONS. Three Series. Phllbps. - THE. TEACH.ING OF THE 

C 8 6d h VEDAS. What Light does It Throw on the 
rown vo., 3s• • eac . Origin and Development of Religion? By 

THE AfIRACLES 
CroWn 8vo., 35. 6d. 

Martineau (JAMES). 

OF OUR LORD. 
MAURICE PHILLIPS, London lIIission, 
Madras. Crown Bvo., 6s. 

Romanes.-THOUGHTS ON RELIGION. 
By GEORGI! J. ROMANES, LL.D., F.R.S. 
Crown 8vo., 45. 6d. 

HOURS OF THOUGHT ON SACRED SUPERNATURAL RELIGION: 
THINGS: Sermons,:a vols. Crown 8vo., 
3S• 6d. each. an Inquiry into the Reality of Divine Revela· 

tion. 3 vols. 8vo., 36s. 

ENDEAVOURS AFTER THE CHRISTIAN 
LIFE. Discourses. Crown 8vo., 7$. 6d. 

THE SEAT OF AUTHORITY IN RE
LIGION. Bvo., 14$. 

ESSAYS, REVIEWS, AND ADDRESSES. 
4 Vols. Crown 8vo., 7s, 6d. each. 

1. Personal: Political. II. Ecclesiastical i Historical. 
III. Tbeological; Philosophical. IV. Academical; 
Religious. 

HOME PRAYERS, with Two SERVICES 
for Public Worship. Crown 8vo., 31. 6d. 

Tn_nnn/2/n"7_ 

REPLY (A) TO DR. LIGHTFOOTS 
ESSAYS. By the Author of' Supernatural 
Religion'. 8vo., 61. 

THE GOSPEL ACCORDING TO Sr. 
PETER: a Study. By the Author of 
, Supernatural R:ligion '. 8vo., 6s. 

Vivekananda.- }'OGA PHILOSOPHY: 
Lectures delivered in New York, Winter of 
1895-96, by the Swami Vivekananda, on 
Raja Yoga; or, Conquering the Internal 
Nature; also Patanjali's Yoga Aphorisms, 
with Commentaries. Crown 8vo, 3S. 6d. 
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