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PREFACE.

CusTtoM, which is as arbitrary as fashion, renders it
necessary that the following pages should be prefaced
with a few remarks by the Author; and in fulfilling that
custom, in addition to the ordinary preliminary matter,
I propose, however little I may grace my cause in
speaking of myself, to give a short biographical sketch
of my early connexion with the banking interest, so
that the reader may be assured that the work has not
been “cooked” to suit the taste of this or that party,
but that it is a faithful record of events connected with
Commerce and Banking, compiled by one practically
acquainted with the subject on which he treats.

At the age of sixteen I left Christ’s Hospital, in
which religious ancient and royal foundation I received
the rudiments of my education, and, having doffed the
blue coat and yellow stockings, made my first appear-
ance on the world's stage, where every one must play
his part.

I had, either naturally or from my education, a good
share of confidence and self-possession—most important
adjuncts to a youth, especially at the present time; and
with these essentials I traversed the streets of this vast
metropolis, not in search of the picturesque, but of
employment. How I succeeded ‘‘it is now my bent
to speak.”
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During my rambles, chance one day brought me into
Lombard-street, when my attention was attracted to-
wards a house where a number of young men were con-
tinually going in and coming out. I watched them for
some time, when my curiosity to know what was going
on in that house induced me to ask a person passing,
what that house was. He replied, “It is a banking-
house.” I went home, revolving in my mind what was
meant by the term used by my informant, but was
unable to come to a satisfactory solution. I, therefore, -
had recourse to my dictionary, where I found that a
banker was a money-changer.

This was precisely that sort of business with which
I felt myself familiar; for I had for the preceding
seven years been in the constant habit of dealing with
money-changers, albeit I never knew till now that they
were called bankers.

Most of my readers probably require to be informed
that in the Blue-coat School no money is allowed to
circulate but “hospital money "—at least this was the
regulation in my juvenile days; so that when a boy
received any of the current coin of the realm from his
friends, and was desirous of expending it, he must first
get it exchanged for hospital money. This money
passed current at any of the shops within the walls of
the institution, of which there were several; and it
was customary for one boy to say to another, “ Go to
the money-changer and get me twelve hospital pennies
for this shilling;” so that the term money-changer
was familiar to me from my infancy ; and in my clois-
tered simplicity I thought that the house in Lombard-
street was an establishment on the same principle.
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Accordingly,on the following day, I went again to Lom-
bard-street, stood opposite the house, and saw the same
description of young men; among them, several about
my own age. Impelled by some unknown and unde-
fined influence, I crossed the street and entered the
house. I looked about me, but nobody appeared to take
any notice. I saw young men standing behind long
counters, weighing gold and silver in scales.

I stood there for some time watching the tellers,
and inwardly admiring the magnificence of the money-
changer’s; at last I said to one of them, ‘ Pray, Sir, do
you want a clerk?” He answered sharply, “ Who told
you that we wanted a clerk?” 1 replied, “ Nobody
told me so, but, having recently left school, I am
desirous of getting some employment. I am living
with my mother, who cannot afford to keep me at home
idle, and what to do I know not.”

Whether the teller was struck with the novelty of
the application, or the reason I adduced for making it,
Inever could discover ; suffice it to say that, after wait-
ing about ten minutes, I was requested to walk into the
partners’ room.

On my entering this sanctum sanctorum, I perceived
three persons sitting at a table. One was a very vener-
able and very amiable-looking old gentleman, the head
of the firm; the others were younger. One of the
latter, the junior partner, addressed me, putting the
question the teller had done; and, nothing daunted, I
gave the same answer, adding, “I do not like to be
beholden to my friends for my support, if I can any
how get my own living.”

“ A very praiseworthy determination,” he said ;  and
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how old are you, my boy, and how long have you been
from school ?” Having satisfied him upon these points,
he continued his queries, asking what sort of a hand I
wrote. “ A very good one,” I replied, “ at least so my
master used to say;” and, at the same time pulling out my
school copy-book, which I had been thoughtful enough
to put in my pocket, I displayed it before him. ‘¢ Aye,”
he said, *“that is very good writing; but can you get
any one to be security for you:” I said at once, and
without the least hesitation, * Yes, Sir.” This reply was
made without my having at that time the remotest idea
what the term security meant, as applied in the sense
in which he used it. I gave him the name of a gentle-
man who I said would no doubt do what was required ;
I also gave him the name of the Steward of Christ’s
Hospital, the worthy and estimable Mr. Hathaway,
long since buried in the cloisters of the hospital,

« Where heedless schoolboys hourly trample on their master's head.”

Inquiries were made of these gentlemen, which, proving
satisfactory, 1 received on the following Wednesday a
visit from the gentleman at the banking-house whom I
had accosted on my entering the house, and who on
this occasion said he was very happy to be the bearer
of the intelligence that I had been appointed to a clerk-
ship in the banking-house of Barclay, Tritton, Bevan,
and Co., and that [ was to commence the duties of my
office on the following morning. “ Your salary,” he
added, “ will be seventy pounds per annum.” This was
indeed a most agreeable and joyful piece of information,
and such as I had no reason to expect. I accordingly
made my appearance at the office on the following
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morning, which but a week before I had entered a
wandering stranger.

I remained in the house fifteen years, when the love
of change operating upon an active mind induced me
to leave the Bank, and seek for more enlivening scenes.

I should not have adverted to a passage in my life
which might appear trivial to the reader, but that I
believe chance directed me to the very eourse for which
nature had best fitted me. Certain it is, that every
thing connected with the affairs of Banking has been at
all times most interesting to me.

I must now proceed to describe the steps I took
towards the compilation of the work, in the original
construction of which it was my intention, with the
assistance of a friend, to have taken an impartial review
of the political, commercial, and moral influence of
Banking, with the present state and future prospects
of the Currency question; but, after making some
progress, I found that the conflicting opinions of the
various writers on the Currency tended more to em-
barrass than enlighten the inquirer after truth. I
therefore determined not only to change the title of the
work, but, abandoning all theories and speculative
opinions, to confine myself to an historical account of
facts connected with the commerce and practice of
Banking in England, Ireland, and Scotland.

It will readily be conceded that all the materials
necessary to complete an absolutely accurate History of
Banking in the three kingdoms are not at the com-
mand of any one private individual. I can, however,
without the least approach to egotism say, that for
some years past I have been diligent in my researches,
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and used my utmost endeavours to trace the gradual
developement of our Banking system from the earliest
period to the present day.

I consequently consulted most of the ancient and
modern writers on the subject, together with the State
Papers, the Journals of the Houses of Parliament of
England, Ireland, and Scotland, as well as the Reports
of the various Parliamentary Committees on Finance
and Banking. From these materials, and others which
the kindness of friends placed at my disposal, the work
has been compiled; and, although most of the facts
are already before the public, yet they are scattered
over a variety of public and private documents and
writings which, from their very nature, are, and must
necessarily be, inaccessible to the general reader.

The only merit I claim for the work is that of its
being an extensive collection of facts connected with
the banking system, and the laws and customs which
regulate and have regulated our Banks: yet, notwith-
standing all my endeavours to make the work as
correct and comprehensive as the complicated nature
of the subject would admit, and such as no writer on
banking has hitherto accomplished, I trust that the
reader will not expect that a work, compiled from such
a variety of materials, spreading over so many centuries,
should be altogether free from errors or omissions.

THE AUTHOR.
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THE

HISTORY OF BANKING.

INTRODUCTION.

Gold and Silver substitutes for barter—William the Conqueror introduces
into England the terms Pounds, Shillings, and Pence—A. review of the
Prerogatives of the Crown in the matter of the Coinage—Early establish-
ment of Mints—Origin of the term Sterling—Early standard of our
Coins—Encouragement of the coinage by Charles II.—John Roetier and
Thomas Simon—Trial piece and petition of the latter—Attempt to dete-
riorate the Coinage by Charles the First-~Trial of the pix.

AmoNG the instruments of civilization which the in-
genuity and industry of man have given to his species,
not one has been so completely characterised by the
elements of potency of effect and universality of appli-
cation as money. No people is so barbarous as not to
recognise its use ; none so daring as to contemplate its
discontinuance.

The love of money has been confounded in the minds
of unphilosophical moralists with an inordinate appe-
tite for wealth, ignorant that, in the absence of money,
the comparative worth of the productions of nature,
and of the labours of man, might be appreciated, but
could not be rightly adjusted.

In that golden age when gold was not, Arcadian
swains might barter a ram for a lamb, and consider it
a fair bargain ; but when the simplicity of the shepherd
became developed into the wisdom of the man, a juster

appreciation of things took place. A small quantity of
B
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the finest metals, such as gold and silver, being, by
reason of their scarcity, of greater value than other
commodities, became by common consent the means
whereby all things necessary for man might be obtained;
and in all ages they have been distinguished as pre-
cious metals by all civilized nations, and people have
exerted their utmost industry and ingenuity in pro-
curing them.

But, as even gold and silver were subject to be adul-
terated by the admixture of baser metals, certain
standards were agreed upon by which to ascertain
their purity; and their value was computed by weight,
the unit of quantity being some known natural sub-
stance,* the variations in which were supposed to lie
within very narrow limits.

A little while, and man took the greatest stride
of all in the march of civilization. He gave credit.
Bullion by weight was succeeded by bullion by tale,
usually denominated coins, of several shapes and values,
impressed with the effigies, arms, names, ensigns, or
other tokens of the power or pleasure of the respective
governments issuing them.

Again, the oppressive king, the daring robber, the
winds, the waves, combined to rob the enterprising
merchant of his all; but ingenuity can elude, if it can-
not overcome, physical force. Bills of exchange were
invented ; and, by a process easier than the incantation
of a magician, wealth was transmitted safely from the

* Henry the Third caused a grain of wheat gathered from the middle
of the ear to be the standard weight; and 32 of these, well dried, were to
make one pennyweight, twenty pennyweights one ounce, and twelve ounces
one pound troy : since then it has been thought advisable to divide the
pennyweight into 24 equal parts, called grains.

The word Troy was the monkish name given to London, 7oy
Novant, founded on the legend of Brute. Troyweight therefore is in

fact London weight.—Report of Commissioners of Weights and Mea-
sures.
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banks of the Ganges to the shores of the Baltic. Hence
the advantages of banking, which has not improperly
been called the handmaid of commerce.

Before, however, we proceed to develope the progress
of banking in this country, we propose to give a short
account of the nature and quality of English money,
and the manner of testing its purity. Previous to the
Norman Conquest, the mode of reckoning by the Anglo-
Saxons was by pounds or pence. The Saxon pound
weighed 5400 grains, and a Saxon penny 221 grains
troy: 240 of the latter made a pound as at present;
but there was only one description of coin, and that
was the penny : all other monies, such as the libra or
pound, the mark, the ora, and the shilling, were merely
ideal monies, or denominations, or ways of reckoning,
for convenience.*

The penny continued to be the only coin known in
England till long after the date of Domesday book, the
halfpenny and the farthing being literally fractions or
broken parts of the penny.

It is recorded that William the Conqueror introduced
into England the method of accounts as practised in
Normandy, viz. that of reckoning by pounds, shillings,
and pence, or by pounds, ounces, and pennyweights.

The pound weight of silver was divided into twelve
shillings, composed of twenty pennies each, correspond-
ing to pounds, ounces, and pennyweights, or twenty

* Montesquieu states, that in some parts of the coast of Africa the
people adopt an imaginary standard of value. He says, “ We are in-
formed, the blacks on the coast of Africa have a sign purely ideal for~
fixing the value of their commodities :—when they wish to make an
exchange of them, they say, ¢ such an article is worth three macutes, such
another is worth five macutes, and such another ten;’ and yet a macute,
like our pound, ¢ can neither be seen nor felt ; it is entirely an abstract
term, and not applicable to amy sensible object; for they do not
exchange their merchandise for three, five, or ten macutes, but for some
article worth the same number of macutes.”

B2
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shillings, of twelve pennies each, but it was not till
some time afterwards that it obtained the denomination
of the * pound sterling.”

Before the Norman Conquest the kings of England
established their mints in different monasteries, from a
presumption, it is supposed, that in such sacred places
the coinage would be secure from fraud and corrup-
tion. In course of time mints were set up in almost all
the principal towns, and in some of the largest there
were several mints. Thus the state of the coin was
perpetually fluctuating, owing to the removal or dis-
continuance of the old or the establishment of new
mints, according to the caprice, and sometimes the
cupidity, of the reigning prince; for there is no doubt
but that this privilege was frequently granted in con-
sideration of an advance of money, or in recompense
for services performed.

Although the regulation of the national money ap-
pears to have been regarded by our early monarchs as
a part of the prerogative of the Crown, which they
guarded with extreme jealousy, yet it is virtually the
province of the three branches of the Legislature, the
Crown giving currency to the coin by proclamation.

Sir William Blackstone’s opinion was, that in this
kingdom the royal prerogative did not extend to the
debasing or enhancing the value; but Sir Matthew
Hale was decidedly of another opinion ; for he says, “The
legitimation of money, and the giving it its denomina-
tive value, is justly reckoned among the jura magis-
tratus, and in England it is one special part of the
king’s prerogative.”

Sir Edward Coke was of opinion that  the alteration
of money may not be without Act of Parliament.”

If the Crown ever possessed this power of altering
the value of money, that is, the rate at which it should
pass in exchange for commodities, it has lain dormant



REGULATION OF THE VALUE OF MONEY. 5

for many years. In the reign of Elizabeth, which fur-
nishes the latest instance of its exercise, its existence
was not unquestioned ; for, though it was confirmed by
the judgment of a court of law, the decision has been
deservedly censured “ as repugnant to every principle
of natural justice.”

It is a power, however, which neither the kings of
this country nor the head of any other empire ever
pretended to possess. It is true, that by most govern-
ments the shape, the size, and the quality of the
current coin has been altered; perhaps by none more
disgracefully than by some of the earlier monarchs
who held the crown of France. Yet their authority
may be cited to prove, that they never imagined they
had the power of altering the value of the coin,* as
is evident from many of the ancient ordinances forbid-
ding the engravers and other officers to reveal the
quantity of alloy used in the formation of it—a measure
perfectly superfluous, if by these ordinances the value
of the coin could have been altered. The same pre-
caution was taken by the English kings; for we find
King John added to his mandate, for the like purposes,
these words, “ Upon the oath you have taken to the
king, keep this matter secret the best you may; for if
by your means it shall be known, you shall be punished
after such a manner that all others shall be terrified
thereby.” ’

Antiquaries and critics are greatly divided in their
opinions as to the origin of the word sterling. Bu-
chanan attributes it to the Castle of Striveling, or Ster-
ling, in Scotland, where a small coin was anciently
struck, which he states gave the name to all the rest.
Camden derives the name from easterling, or esterling,
observing that, in the reign of Richard, the first money

* See Lauderdale on the Depreciation of our Paper Currency, p. 76.
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coined in the east part of Germany began to be of
especial request in England, by reason of its purity,
and was called easterling money, as all the inhabitants
of those parts were called easterlings. Some of these,
who were skilled in coinage, were, soon after, in the
reign of King John, sent for to perfect the English
money, which was thenceforward called sterling, and
not, says Camden, from Striveling in Scotland, nor
from stella or star, which some “ dream to have been
coined thereon.” In old deeds the English coin is
always called, nummi easterling, which implied as
much as, good and lawful money, &c. Clarke, in his
account of the Roman, Saxon, and other coins, ob-
serves, that the English pound was called the pound
sterling because their ancestors brought it from the
more eastern parts of Europe, the shores of the Euxine,
and that they called it libra esterlingorum, the pound
sterling, to distinguish it from the Roman pound, which
—to preserve the same distinction—was called libra
occidua, or the western pound.

No ordinances respecting the standurd of the coins
have been preserved from the Norman conquest to the
8th of Edward the First, when, according to Stow,
Gregory de Rokesley, mayor of London, being chief
master or minister of the King's Exchange, a new coin
was agreed upon—the pound, or easterling money—to
contain 12 ounces of fine silver, such as was then made
in the foil, and was commonly called silver of Guthe-
ron’s Lane, now called Gutter Lane. This pound was
to weigh twenty shillings* and three pence in account,
each ounce twenty pence, and every penny twenty-four
grains and a half.

In the 18th of Edward the Third we find the standard
of guld coin was the old standard or sterling of twenty-
three carats* three grains and a half fine, and half a

* The purity of gold is not estimated by the weights commonly in use,




THE STANDARD OF COINS. 7

grain alloy. Every pound weight of gold of this standard
was to be coined into fifty florins, at six shillings each,
which made in tale fifteen pounds, or into a propor-
tionate number of half and quarter florins. They took
their name from the Florentines, who, in the reign of
Edward the First were sent for to “ inform him of the
manner of making and forging money.”

According to an indenture between King Edward
the Third and Percival de Perche, a pound of gold of
the old standard was to contain 39 nobles and a half.
This instrument shows that the trial of the pix was then
finally established.

So much confusion prevalls in the conflicting state-
ments of the various early writers respecting the
coinage, that little dependence can be placed in them.
The debasement of the coin by Henry the Eighth, and
subsequently by Edward the Sixth, are well known.
King Charles the First, among other devices for raising
money during his troubles, wished to debase the coin
even below what Henry the Eighth and Edward the
Sixth had done. It was debated in council to mix
silver and copper together, and to coin to the value of
300,0001., the coin to be such that three pennyworth
of silver, added to a certain quantity of copper, should
be made current for one shilling ; but Sir Ralph Free-
man, Master of the Mint, being satisfied that the Par-
liament would be able and willing to make good the
sentiments he expressed, declared to Lord Strafford
that the servants of the Mint House would refuse to
work the copper money. To which the earl replied,

but by an Abyssinian weight, called a carat. The carats are subdivided
into four parts, called grains ; and these again into quarters. So that a
carat grain, with respect to the common divisions of a pound troy, is
equivalent to 24 pennyweights. Gold of the highest degree of fineness,
or pure, is said to be 24 carats fine.—McCulloch’s Commercial Dic-

tionary, article Coins.
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“Then it were well to send these servants to the
House of Correction.” And to the House of Cor-
rection they and the Master of the Mint would have
gone, had they ventured to utter such sentiments in
the time of Henry the Eighth ; but the arbitrary power
of the Crown had now received a check from which
it could not recover, and was itself made to yield
obedience to the supreme dominion of gold and silver.

All the bullion required to be coined in London was
formerly received at the King's Exchange, and coin
was delivered for the same; and, such was the jealousy
evinced by our early monarchs in guarding the prero-
gative of exchanging money, that it was strictly for-
bidden to be carried on at any other place. King
Henry the Third in council issued an order, prohibit-
ing all persons from ‘making change of plate or other
masse of silver but only in his Exchange at London.”

To remedy the inconvenience which continually
arose from the number of mints throughout the
country, Queen Elizabeth in the early part of her
reign established one Mint in the Tower of London;
where, with few exceptions, all the money of the king-
dom was coined, until the whole business of coining
was removed to the present handsome and convenient
edifice.*

An Act passed in the 18th of the reign of Charles the
Second, for the encouraging the coinage of gold and
silver, whereby both natives and foreigners were entitled
“to receive out of the Mint an equal quantity of our
gold and silver coin for what crown gold or sterling

* As this building happened to be finished just at the time when,
owing to the high price of gold, all specie had disappeared, and also at
the time the new Custom House was completed, it was wittily observed
by some Member of the House of Commons—¢that we had a new

Mint when we had no money, and a new Custom House when we had
no trade.”
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silver they should bring thither, and in the same pro-
portion for over or under fineness, without any expense
whatever to the bringers of the same to the Mint.”

The expense of the coinage was defrayed by a tax on
wines, spirits, vinegar, cider, and beer imported.

Charles the Second, being desirous of improving the
English coins, desired John Roetier and Thomas Simon,
engravers to the Mint, to prepare pattern pieces of
money to be exhibited at Court. The King gave the
preference to those by Roetier, which were ordered to
be adopted for the new money.

This preference so exasperated Simon, “who,” as
Folkes says, “ did not value his performances less than
they deserved, nor knew how to submit to a foreign
rival,” that he immediately quitted the Mint.

In the year 1663, Simon produced a crown piece,
with a petition to the King round the edge, which was
considered a most extraordinary performance,and valued
by the curious as a masterpiece of this kind of workman-
ship. It resembled what were the common milled five-
shilling pieces; but the King’s head was larger, the
face and garment covered with a sort of frosted work,
the letters were expressed by outlines frosted in the
middle, and under the head was the name of Simon.
Upon the reverse was the figure of Saint George on
horseback, encircled with the garter, the date 1663,
and upon the edge the artist’s petition, viz.: “ Thomas
Simon most humbly prays your Majesty to compare this
his trial piece with the Dutch, and if more truly drawn
and embossed, more gracefully ordered, and more
accurately engraven, to relieve him.”

It was said there were not more than twenty of these
pieces struck off with the petition, and a small number
without. Itisnot ascertained what relief Simon obtained
upon the petition ; but it is quite certain he was never
afterwards employed at the Mint.
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As the trial of the pix at the Exchequer is very
ancient and curious, and though carried on in an open
court is yet so little known, it may not be uninteresting
to trace it from the earliest period in which it is to be
found in our records, and to state the manner in which
it is conducted at the present time.

The wisdom of our ancestors did not allow them to
consider the private assay within the Mint, which
sanctioned the delivery of the coins to the owners of
the bullion, as a sufficient security for the integrity of
the coins, but required them to be submitted to a trial
by jury. This examination is technically called the
Trial of the Pix, from the box in which the coins
which have been selected for that purpose are con-
tained, and in which they are secured by three locks,
the keys of which are respectively in the custody of
the Warden, Master, and Comptroller of the Mint.

It does not appear that the ancients had any such
public examination ; and the earliest notice of the pix
which is to be met with in any modern foreign mint
occurs in the reign of Philip the Sixth of France in the
fourteenth century; but whether that account relates
to a public trial cannot be determined.

Its introduction into our courts is of high antiquity ;
for in the 9th and 10th of Edward the First it is men-
tioned as a mode well known. In one of those years
the King, by his writ, “commanded the Barons of the
Court of Exchequer to take with them Gregory de
Rokesley, then Master of the Mint, and straightway,
before they retired from the Exchequer, to open the
boxes of the assay of London and Canterbury, and to
make the assay in such manner as the King's council
were wont to do, and to take an account thereof, so that
they might be able to certify the king touching the
same, whenever he should please.”

From this record, which is the most ancient hitherto
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discovered relating to this trial, it appears that previous
to the above date it had usually been made befare the
King’s council; but by authority of the writ above
quoted, it was then to be held in the Court of Exche-
quer in the presence of the barons.

At one period the trial took place before the Lard
President of the Council, the Commissioners of the
Great Seal, and others of the Council of State and
Committee of Revenue, by virtue of an Act of Parlia-
ment ; at another before the Lords Commissioners of the
Treasury, the Justices of the several Benches, and
Barons of the Exchequer, or some of them.

The egrliest notice recorded, in which the judgment
of professional artists was required to sanction as a
jury the decision of the court, is dated the 37th of
Elizabeth, when a trial was held at the Star Chamber.

The practice of summoning the court is as follows :—
Upon a memorial being presented by the Master of the
Mint praying for a trial of the pix, the Chancellor of
the Exchequer moves his Majesty in council for that
purpose. A summons is then issued to certain mem-
bers of the Privy Council to meet at the office of the
receiver of the fees in His Majesty’'s Exchequer, at
eleven o’clock in the forenoon, on a certain day. A
precept is likewise directed by the Lord High Chan-
cellor to the wardens of the Goldsmiths’ Company,
requiring them to nominate and set down the names of
a competent number of sufficient and able freemen of
their Company, skilful to judge of and present the
defaults of the coins, if any should be found, to be of
the jury to attend at the same time and place. This
number is usually twenty-five, of which the Assay
Master is always one.

When the court is formed, the clerk of the Gold-
smiths’ Company returns the precept, together with
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the list of names; the jury is called over, and twelve
persons are sworn.

The following is the form of the oath, as administered
toa jury in March, 1847 :—* You shall well and truly,
after your knowledge and discretion, make the assays of
those monies of gold and silver, and truly report if the
said monies be in weight and fineness according to the
Queen'’s standard in the Treasury for Coins; and also if
the same monies be sufficient in alloy, and according to
the covenants comprised in an indenture thereof, bear-
ing date the 6th day of February, 1817, and made
between his late Majesty King George the Third, and
the Right Honourable William Wellesley Pole. So
help you God.”

The above oath having been administered, the
president gives his charge to the jury, that they
examine by fire, by water, by touch, or by weight, or
by all or by some of them, in the most just manner,
whether the monies were made according to the
indenture and standard trial pieces, and within the
remedies.

The jury then retire to the court room of the Duchy
of Lancaster, whither the pix is removed, together with
the weights of the Exchequer and Mint, and where the
scales which are used on these occasions are sus-
pended, the beam of which is so delicate that it will
turn with the merest trifle, when loaded with the whole
of the weights, 48]bs. 8oz. in each scale.

The jury being seated, the pix is opened, and the
money, which had been taken out of each delivery and
deposited therein, inclosed in a paper parcel, under the
seals of the Warden, Master, and Comptroller of the
Mint, is given into the hands of the foreman, who
reads aloud the endorsement, and compares it with the
account which lies before him. He then delivers the
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parcel to one of the jury, who opens it and examines
whether the contents agree with the endorsement.
When all the parcels have been opened, and found to
be right, the monies contained in them are mixed
together in wooden bowls, and afterwards weighed.

Out of the monies so mingled, the jury take a certain
number of each species of coin, to the amount of a

" pound weight, for the assay by fire; and, the indented
trial pieces of the gold and silver of the dates specified
in the indenture being produced by the proper officer,
a sufficient quantity is cut from either of them for the
purpose of comparing with it the pound weight of gold
or silver which is to be tried, after it has been pre-
viously melted and prepared by the usual method of
assay.

When that operation is finished, the jury return their
verdict, wherein they state the manner in which the
coins they have examined have been found to vary
from the weight and fineness required by the inden-
ture, and whether and how much the variations exceed
or fall short of the remedies which are allowed ; and
according to the terms of the verdict the Master's
quietus is either granted or withheld.

As far back as there is any record of these proceed-
ings, to the honour of those gentlemen who have held
the important office of Master of the Mint, be it told,
there has never been a deviation from the appointed
standard of value.



CHAPTER 1.

ORIGIN OF BANKS IN ENGLAND.

First establishment of the Exchequer—Its functions as a Bank—Nature of
Exchequer bills—Revenues of the Crown originally paid in kind—The
Brotherhood of St. Thomas A’Becket incorporated—The Merchants of
the Steel Yard incorporated—Some account of the Cambium Regis, or
Royal Office of Exchange—Antiquity of the Company of Moneyers—
Exchanges as originally practised by the Jews—Introduction of the Jews
into England by William the Conqueror—Their functions as Bankers—
Their expulsion—Origin of the term Bankrupt—Introduction of the
Lombards into England as Bankers—Many of them banished—First
legalizing of Interest of Money by Act of Parliament—Variations in the
rate of Interest—Sir Josiah Child’s description of the effect of lowering
the rate of Interest.

BANKING, as an assistant to commerce, and as now
understood, had no existence in England prior to the
sixteenth century. The operations comprehended under
that term were few and of an exceptional character.
The lending of money on the mortgage of personal
valuables, of lands, and of the revenues of the church,
were the occupations of the bankers of our ancestors.

The first public institution in England partaking
somewhat of the nature of a Bank was the Exchequer,
founded by William the First: it still flourishes under
Victoria, and, after an existence of eight hundred years,
its objects remain unchanged, its operations only being
modified by the lapse of ages.

The original name of the Exchequer was Scaccarium.
Various conjectures have been hazarded respecting the
origin of this word, but it is not improbably derived
from scaccus or scaccum, the ‘- chess-board,” because
a chequered cloth was used at the Exchequer similar
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in appearance to the squares of & chess-board. These
chequered cloths were anciently of great use to the
accomptants of the English Court of Exchequer in
counting the money, inasmuch as the squares were
understood to represent figures corresponding to the
amounts placed thereon.

Sometimes, when money was paid in or tendered to
the Exchequer, supposed to be alloyed beneath the legal
standard, it was brought to the fire to be tested: this
was called combustio examen.

Previous to, and immediately after the Norman Con-
quest, there was very little money in use in England:
all obligations were discharged by personal service and
by payments, such as cattle, horses, dogs, hawks, &c. &c.
Rent of land was reckoned in kind, as appears in page
248 of “ Spelman’s Ancient Deeds and Charters,” where
it is stated, that ** the rent of Hicklinge is ten measures
of malt, five of groute, five of wheat meale, eight
gammons of bacon, sixteen cheses, and two fat cows.” *

Down to the period of Henry the First, the rents,
taxes, and fines due to the King, were paid in provisions
and necessaries for his household. Afterwards, in suc-
ceeding reigns, the revenues of the Crown were chiefly
paid in gold and silver, but sometimes made up with
horses, dogs, and birds for game: on some occasions
an entire payment was made in horses and dogs singly,
of which there are numerous instances to be met with
in the ancient rolls of the Exchequer.

* The tax called Danegeld, originally levied by Ethelred the Second,
was an annual tax of two shillings on every hide of arable land, and was
in its nature a land tax, and is the first stated tax mentioned by our
historians. It was called Danegeld because it was originally paid to the
Danes ; but, like many other things, continued to retain the name long
after it became appropriated to other uses. Camden, in his Britannia,
makes the number of hides of land in England amount to 243,600 ;
consequently, the gross produce of this tax, at two shillings per hide,
would amount to 24,360/., an enormous sum in those days.
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When the King’s revenue, in money, was conveyed
from one place to another, the sheriffs of the counties,
or some other of the King's officers, used to have the
care of conveying it, and were allowed their expenses
upon the next account. Sometimes the King's money
was conveyed by persons specially appointed to take
charge of it, who, for their security, were furnished with
letters of aid and safe-conduct.

A great portion of the yearly revenue consisted of
fines, which were paid for grants of land and confirma-
tions of liberties and franchises of various kinds. When
the receivers of the public revenue lodged the money in
the Exchequer, they received a discharge for the same,
called a tally.

Tallies were of great and constant use in the Ex-
chequer, coeval with the institution of the Exchequer
itself. The word tallies is originally French—taillie,
cutting. .

These tallies were pieces of wood cut in a peculiar
manner. For example: a stick or rod of hazel well-dried
and seasoned, was cut square and uniform at each end,
and in the shaft. The sum of money which it bore was
cut in notches in the wood by the cutter of the tallies,
and likewise written on both sides of it by the writer of
the tallies.

These notches were cut at two opposite angles of the
prism, which being split, converted it into two prisms
with triangular bases: these two notched cuts of wood
were exactly equivalent to the modern engraved cheque
and counterfoil : one was given to the parties paying
money, and the other retained at the Exchequer.

It is a mistake to suppose that tallies were a means
of keeping accounts. On the contrary, they were offi.-
cial receipts for money paid into the King’s Exchequer.
Clumsy as such instruments must appear to modern
ideas, they were undoubtedly an effectual protection
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against forgery or fraud.* Counters were sometimes
used at the Exchequer in the way of computation ; in
which case the counters were laid in rows upon the
several marks of the chequered cloth, viz. one row or
place for pounds, another for shillings, &c. &e.

Tallies and counters are now disused, but ancient
instruments still remain famous throughout the civilized
world as pledges of the wealth of the British islands.
The holder of an Exchequer bill does in fact hold a
mortgage on all the property, both movable and
immovable, in the United Kingdom ; a mortgage binding
in law, but more binding still in the unbroken faith of
the inhabitants of the United Kingdom.4 Exchequer
bills are a species of Government paper money peculiar
to this country: they are simply orders upon the
Exchequer, entitling the bearer to the sum specified
therein, together with interest at a fixed rate per cent.
per day, until a period is named for their payment, that
period being at the option of the Government, but
seldom exceeding twelve months from the date of the
issue, when they are advertised to be paid off or ex-
changed on a given day. The interest on such bills as

* The circumstances attending the entire extinction of these primitive
instruments are somewhat remarkable. In the month of October 1834,
the authorities of the Exchequer gave directions that the tallies and
foils (which were no longer required) should be destroyed. They were,
accordingly, removed from the Exchequer to the cellars of the Houses
of Parliament, and placed in the flues to be consumed.

The operation of burning the tallies (of which there were several cart-
loads) began at six o'clock in the morning of Thursday, 16th October
1834, and continued the whole of the day, until half-past six in the
evening, when, the flues having become over-heated, a terrific fire burst
forth, and in a few hours the entire building was a heap of ruins.

By a Report of the Privy Council, the conflagration was ascribed
to the burning of the tallies; but the calamity was attributed to
accident.

+ See History of Exchequer Bills, in No. 6838 of the Harleian Collec-
tion of MSS. in the British Museum.

C
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are not sent in for payment or exchanged, ceases from
that period.

The Exchequer was originally a court of conservation
of the prerogatives as well as the revenues of the Crown.
It was the especial duty of the Treasurer and Barons of
the Exchequer to see that the rights of the Crown were
not invaded by such as claimed liberties or exemptions.

According to the constitution of these realms, the
Exchequer is the grand receptacle of all the revenues
of the State ; and when monies are once deposited there,
they are removable only by a warrant of the Lords of
the Treasury, who now exercise the power formerly
delegated to a single officer of the Crown, styled the
Lord High Treasurer.

At present, the Chancellor of the Exchequer may be
said to be the grand receiver general, and the First
Lord of the Treasury, commonly called the PREMIER,
the grand paymaster general of the nation; and
although, unquestionably, there are benefits accruing to
the public from the continuance of a variety of checks,
arising from certain forms of office, according to the
ancient usage and custom of the Exchequer; yet, in
effect, the modern Treasury is the ancient Exchequer ;
and in common discourse, both in and out of Parliament,
the terms are often used synonymously. But, although
all the monies of the State are thus virtually paid into
the Exchequer, it is not to be understood that the
actual coin and bank notes are deposited in vaults
under the roof of the old building at Westminster.

In former times, indeed, the Exchequer was literally
the bank of the Lord High Treasurer; but this was at
a period when the existing facilities and securities for
the transfer of money were wholly or almost wholly
unknown ; when bank credits, bank cheques, and bank
notes had no existence ; and when the whole system of
pecuniary intercourse was rude and imperfect: but, since
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the establishment of the Bank of England, the Exchequer
has become rather an office of accounts and control
than a repository for the safe custody of cash.

The Governor and Company of the Bank of England,
as bankers to the Lords of the Treasury, now take that
charge upon themselves: some of their principal clerks
attend every day at the Exchequer to regulate the
money business of the Treasury, the money itself re-
maining in the coffers of the Bank to be distributed
among the various departments of the Government,
according to the orders of the Treasury issued at the
Exchequer.

This short account of the English Exchequer will
give the reader as clear a view of the condition of the
financial operations of the State as we are able to col-
lect: those who wish for more detailed information
respecting this institution will do well to consult «“ Mad-
dox’s History of the Exchequer,” and the Report of the
Commissioners appointed to inquire into the manner in
which the public money is received and paid, dated
October, 1831.

As England had in some measure a royal or state
bank in the Exchequer at a very early period, so she
was not destitute of those institutions which, partaking
both of a public and private nature, have at all times
formed a prominent feature in the habits and customs
of the Anglo-Saxon race. Looking at the ordinary course
of business in the thirteenth century, it is by no forced
analogy that we can perceive a strong likeness between
the brotherhood of St. Thomas & Becket, afterwards
the Merchant Adventurers, the Merchants of the Steel
Yard, and the various trading and banking corporations
of the present day. The monopolies with which they
were invested, however repugnant to our present notions,
were probably necessary powers. At that time, the peo-
ple and the nobility being equally unscrupulous and

c2
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rapacious, private persons were unable successfully to
resist their aggressions. And, more especially that the
subsidies annually granted by Parliament consisted of
a certain number of sacks of wool,* the monarchs re-
quired the aid of a trading company to turn the wool
into money.

One of the most ancient corporations in England was
the Society of Merchant Adventurers, which was first
called “The Brotherhood of St. Thomas a Becket of
Canterbury.” In 1248, the corporation obtained privi-
leges of John duke of Brabant, which were afterwards
confirmed to them by Edward the Third of England.
They subsequently obtained charters of incorporation
from Henry the Fourth, which charters were confirmed
by every succeeding monarch. Henry the Seventh
gave them the title of Merchant Adventurers to Calais,
Holland, &c.

Wheeler, who was secretary to the company in 1601,
published “ A Treatise on Commerce,” in which he gives
a full description of the nature of the traffic carried on
by them. This important corporation appears to have
been of great service to the Crown in advancing money
by way of loan. Sir Josiah Child, in his “ Interest of
England considered,” published in 1620, gives a copy
of an acknowledgment in the hand-writing of Edward
the Sixth, as follows:—* Because I had a pay of
£48,000 to be paid in December, and had as yet but
£14,000 beyond sea to pay it withall, the merchants
did give me a loan of £40,000, to be paid by them the
last of December, and be repaid again by me the last of
March.” This grant appears to have been confirmed

* The article of wool was of so much importance in the time of the
Anglo-Norman kings, that to have it in constant remembrance the seats
of our judges and those of the peers were stuffed with it; and the Lord
High Chancellor to this day sits in the House of Lords on a sack of
wool.
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at a meeting of the company, at which 300 merchants
were present.

In “ Whitelock’s Memorials”’ it is recorded, that in
1647 the Merchant Adventurers lent 10,000l towards
the pay of the army; and in 1649, 10,000l. for the ser-
vice of the navy, for which they received the thanks of
the House of Commons. In the year 1661, the com-
pany consisted of 3,500 members, many of them wealthy
and experienced merchants: they traded to most parts
of the continent of Europe. Their charter of this year
confirmed to them all their ancient privileges, allowing
them to have officers in the Custom House. This gave
great offence to a large number of traders not connected
with the corporation, who in the following year peti-
tioned Parliament for its suppression: the result, accord-
ing to a tract, published in 1689, called ‘‘Reasons
humbly offered,” was ‘ a temporary liberty granted to
all persons to buy and export our woollen manufactures ;
but so far was it, on trial, from answering the end pro-
posed, that the very clothiers themselves in the follow-
ing year petitioned that the said liberty might be
revoked, and it was revoked accordingly.”

The Merchants of the Still Yard or Steel Yard, so
called from the steel imported by them, was another
ancient corporation, established in the reign of Henry
the Third: they were principally German merchants
trading with London, who were endowed with many
important privileges, and were exempted from several
fiscal duties paid by other aliens. Previously to the
year 1284, they were not permitted to rent any houses
or warehouses in London, but lodged during their stay
with the brokers who sold their produce for them.
When, however, they were permitted to occupy houses
and warehouses of their own, they no longer employed
the brokers,but sold their merchandise themselves, in the
sale of which they practised many frauds, particularly

*
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in their weights. They were detected in the year 1286,
when many of them were sent to the Tower, and, ac-
cording to Fabian, their weights were publicly burnt.

Sir John Haywood, in his “ Life and Reign of Edward
the Sixth,” gives some account of the dissolution of this
corporation. He says, “The Merchant Adventurers
exhibited a Bill at the Council Table against the Mer-
chants of the Still Yard. After answer by those of the
Still Yard and reply by the Adventurers, it was deter-
mined, after examining their various charters, that the
Merchants of the Still Yard were no sufficient corpo-
ration, as their numbers, names, and nation could not
be known ; and their dissolution followed.”

In the year 1597, Queen Elizabeth issued a commis-
sion to the Mayor and Sheriffs of London to shut up
the house inhabited by the Merchants of the Steel Yard
in London,* and ordered all the merchants to quit her
dominions : from this time the Steel Yard was never
again used for a like purpose.

While the Exchequer might be considered the royal
Bank and Treasury, while the brotherhood of St.
Thomas 3 Becket and the Merchants of the Steel Yard
appeared in the double capacity of merchants proper
and of the modern loan contractors, the business now
carried on by our Rothschilds and Barings, of foreign
bankers and dealers in foreign bills of exchange, was
the subject of a royal monopoly.

The Cambium Regis, or Royal Office of Exchange,
was undoubtedly the least vigorous of all the institu-
tions of the Plantagenet kings, and on that account we
can trace but few of its proceedings.

In the famous collection of English records in the
Fcedera, however, there is a circumstantial account of a
grant by King Henry the Fifth to Lewis Johan, whom

# « Anderson's History of Commerce,” vol. ii. p. 192
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he calls his servant, or to his deputy for three years, of
the sole privilege of taking or receiving monies by ex-
change of any persons who had occasion to visit Rome,
Venice, or any other place where the Pope may reside,
or who may have business to transact with any mer-
chant abroad. For which monies so received, he or his
deputy was to deliver bills of exchange payable in those
parts; and for this privilege he was to pay to the king
200 marks yearly.

In the reign of Henry the Seventh, the revenue
derived from this office was farmed to individuals: it
was granted by this king for one year to Peter Corsy,
a Florentine, who, by the king’s authority, was to take
three pence for the exchange and rechange of every
gold ducat. For this privilege he was to pay the king
£250 sterling. The grant was styled  the custody of
the increase of the change, exchange, and rechange,”
and was in the subsequent reign granted to Thomas
Boleyn, father of the unfortunate Ann Boleyn, who was
the last that enjoyed the office.

The father of Sir Thomas Gresham held the office of
King’s Exchanger—or King’s Agent, as the office was
then called—and was much esteemed by Henry the
Eighth, and also by Wolsey. On the occasion of the
cardinal being deprived of the great seal, he was heard
to say, that what grieved him most, after the displeasure
of the king, was, that he would not now be able to pay
to Mr. Gresham the two hundred pounds which he was
indebted to him.

8ir Thomas succeeded his father in his royal office;
but was superseded by Queen Mary on her accession to
the throne, and afterwards restored.

He was one of the first English merchants that traded
to the East Indies ; and, having fitted out several ships,
he miscalculated the time at which they would return,
a circumstance that caused him much embarrassment.



24 SIR THOMAS GRESHAM.

He, however, soon recovered from this temporary incon-
venience. One day, while despondingly walking about
the Bourse, or Exchange, which was then held in Lom-
bard-street, a sailor presented him with a letter from
the captain of one of his ships, which contained the
gratifying information that two of his ships had arrived
safe from the East Indies; and that the box which the
bearer would deliver contained some diamonds and
pearls of great value, as a sample of the riches the
ships had brought home.*

Sir Thomas was about this time very wealthy: he
built a sumptuous house on the west side of Bishopsgate-
street, afterwards known as Gresham College.+

Queen Elizabeth employed Sir Thowmas Gresham in
many intricate and confidential negotiations with foreign
powers, both in reference to her pecuniary and mercan-
tile affairs,onwhich account he was called the Royal Mer-
chant; and his house was sometimes appointed for the
reception of foreign princes upon their arrival in London.

The following singular anecdote is related of this
princely merchant.

The Spanish ambassador to the English Court having
extolled the great riches of the king his master, and of
the grandees of his kingdom, before Queen Elizabeth,
Sir Thomas, who was present, told him that the queen
had subjects who, at one meal, expended not only as
much as the daily revenues of his king, but also of
all his grandees; and added, “this I will prove any
day, and lay you a considerable sum on the result.”

The Spanish ambassador soon after came unawares

* The statue of Sir Thomas Gresham, which was very appropriately
placed in the old Royal Exchange, represented him as holding an open
letter in his hand ; of the import of which the above incident is understood
to have been an explanation.

t This house was pulled down some years ago; and the present
Excise Office built on the site.
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to the house of Sir Thomas, and dined with him;
and, finding only an ordinary meal, said, “ Well, sir,
you have lost your wager.” < Not at all,” replied Sir
Thomas; “and this you shall presently see.”” He then
pulled out a box from his pocket, and, taking one of
the largest and finest eastern pearls out of it, exhibited it
to the ambassador, and then ground it, and drank the
powder of it in a glass of wine, to the health of the
queen his mistress. “My Lord Ambassador,” said Sir
Thomas, “you know I have often refused 15,000l. for
that pearl: have I lost or won? "

“I yield the wager as lost,” said the ambassador;
“and I do not think there are four subjects in the world
that would do as much for their sovereign.”*

Sir Thomas appropriated a great portion of his vast
wealth in the erection of public edifices. He built the
Royal Exchange, and founded Gresham College, which
he endowed with six professorships: viz. divinity, law,
physic, philosophy, astronomy, and music, with fifty
pounds per annum to each, so that they might give
gratuitous lectures on those sciences to the citizens
of London for ever. He also left, by will, considerable
donations to public charities.

In an abstract of the Records of the Tower, compiled
by Sir Robert Cotton, we find a recommendation to the
king, Charles the First, “to erect again the Cambium
Regis, his own Exchange, an office as ancient as before
Henry the Third, and so continued until the middle of
Henry the Eighth; the profit of it being now engrossed
amongst a few goldsmiths, and would yield about 2,0001.
a-year if it was heedfully regarded.”

Charles, partly from his necessitous condition, and
partly from a tenacity to uphold the prerogatives of the
Crown, was not slow in taking advantage of this recom-

* « (Guide to London,” 1726.
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mendation; and in the year 1627 he issued a procla-
mation, granting to “ Heory Earl of Holland and his
deputies the office of our Changes, Exchanges, and Out-
changes whatsoever, in England, Wales, and Ireland.”

This proclamation expressly prohibited the bankers
from making the said exchanges.

A pamphlet was published in the following year by the
king’s authority, called, “ CAMBIiuM REGIS, OR THE
oFFICE OF His MaJesTY's ExcHANGE RoyAL, DE-
CLARING AND JUSTIFYING His MAJESTY'S RIGHT
THERETO AND THE CONVENIENCY THEREOF.”

This pamphlet states that the prerogative of exchange
‘“has always been a flower of the Crown,” of which
instances are quoted from the time of Henry the
First ; ¢ that King John farmed out the office for 5000
marks ; that the place or office, the Exchange, was
made in his reign, was near St. Paul’s, in London,
and gave name to the street still called ¢ Old Change ;’
that this method continued till the time of King Henry
the Eighth. The allowance in the old Cambium Regis
was 1d. and sometimes 11d. exchange upon the value
of every noble of 6s. 8d., which yielded a considerable
revenue.” :

Against the revival of this Royal Exchange the Gold-
smiths’ Company of London petitioned the king, as did
also the Lord Mayor, Aldermen, and Common Council.
The king replied, “ Trouble me no more in the matter,
since my right to the office is undoubtedly clear.”

The patent was, however, never acted upon, and the
office has entirely ceased, and will never, we imagine,
be attempted to be revived by any future sovereign. An
arbitrary monarch may interpose in the bargains and rela-
tions subsisting among his own subjects ; but it is without
the pale of his power to enforce a discipline in the
transactions between his own subjects and those of
other sovereigns. He may levy duties on exports and
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imports, and * crib, cabin, and confine ” the mercantile
operations of both subjects and foreigners as regards
his own kingdom ; but the arbitration of exchange is
far beyond his power : it is a matter which has ever been
exclusively controlled by the extent of the commercial
operations of nations trading with each other.

In addition to the business of receiving monies from
parties going abroad, and giving them foreign money
or bills of exchange, it was the duty of the officers at
the king’s Exchange to deliver to the coiners of money
throughout England their coining-irons, which con-
sisted of one standard, or staple, and two puncheons;
and when the same were worn out, to receive them
back, with an account of what sums had been coined,
and also the pix or box of assay, and to deliver other
irons newly engraven.

This part of the business was under the immediate
control of ‘“ the Company of Moneyers;” a company
still in existence, though instituted at so early a period
that its origin cannot be ascertained. The moneyers
are the only persons mentioned in Alfred’s Domesday
book, or in any of the laws of the Anglo-Saxons relating
to money.

They appear to have travelled in the suite of the
early kings; and whenever the monarch arrived at a
town where there was a mint, and required money, the
moneyers were called upon to see that the coin was
made from the king’s bullion.

The Provost and Company of Moneyers take to
themselves the title of a corporation; yet they are
unable to trace when and by what authority they be-
came incorporated : they have, however, been recog-
nised for many centuries; and, although they cannot
show any chatter of association, yet the law places
them in the same situation as the City of London, by

prescription.
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Attempts have on many occasions been made to put
an end to this corporation, but hitherto without effect.
So far back as 1696, a committee of the House of Com-
mons, specially appointed to inquire into the miscar-
riages of the officers of the Mint, after examining
various official papers, grants, &c. relating to the Mint,
reported, that ¢ they could not find any grant to the
Corporation of Moneyers: they live in the country,
attend the Mint whenever called, take apprentices, and
form themselves into a government by electing one of
them to be their provost.” But no proceedings followed
this report.

The business of the moneyers of the present day
consists in their superintending the coinage, and pro-
viding the necessary machinery, &c. for coining the
money, for which they get a per-centage on the amount
coined.*

Having given due precedence to royal institutions,
and to important corporations, we turn to the origin
of private bankers, or money dealers.

The private bankers of England of whom we have the
earliest cognizance, were in a very different position
from their successors of the present day. The first
were Jews, aliens in blood and religion; contemned,
hated, feared, and despised. In the land of their adop-
tion they were very soon made the victims of more
barbarous cruelties and oppressions than were ever
inflicted upon any people whatever.

The Jews were originally introduced into England by
William the Conqueror, and to them belongs the merit

* By a return made to Parliament relative to the coinage in 1846, at
page 443, vol. xxv., it appears that for the year 1844 the Company
of Moneyers received as commission—

£ s. d.
For the gold coinage . . 11,577 0

0
y»  Silver . . . 8,238 16 1
» Copper . . . 2,067 13 4

5

21,883 9
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of benefiting commerce by that importaunt improvement
—the inventing bills of exchange. Their industry and
frugality caused them to accumulate vast sums of
money, which the idleness and profusion common to
the English nobility in those days enabled them to
lend out at a high rate of interest, upon the security of
property. They were the principal artificers of the
time, and wrought most of the gold and silver orna-
ments for the use of the churches, which on many
occasions they were afterwards called upon to take as
pledges for the repayment of money lent to the priors
and other ecclesiastics. They were not, however, per-
nitted to enjoy the profits of their trade unmolested ;
for each successive monarch extorted from them large
sums of money, and that frequently by the most bar
barous and cruel methods.

It was a custom among the Jews, as well as the
Christians, to deposit the securities on which they had
lent money in some public building ; and at the general
massacre of the Jews at York, in the early part of the
reign of Richard the First, the gentry of the neighbour-
hood, who were all indebted to the Jews, ran to the
cathedral, the place where their bonds were kept, and
made a solemn bonfire of the papers before the altar.
The compiler of the “ Annals of Waverley,” in relating
these events, blesses the Almighty * for thus delivering
over this impious race to destruction.”*

It is no part of our business to describe in detail the
many atrocities committed by the people of England
upon the Jews. Richard the First, after the massacre
above related, banished the remainder.

John, experiencing an inconvenience in their ab-
sence, tempted them to return, by the promise of allow-
ing them to elect their own High Priest. Even the
great charter of our liberties sanctions an injustice to
the Jews, by enacting that “ if any persons have bor-

* Hume’s « History of England,” vol. i. page 167.
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rowed money of the Jews, more or less, and die before
they have paid the debt, such d¢bt shall not grow whilst
the heir is under age.” dJ

Edward the First exceeded all his predecessors in
atrocity. Fifteen thousand Jews were robbed of all
they possessed, and then banished the kingdom. Tovey
relates a horrible story in connexion with this event.
Some of the wealthiest of the Jews, having obtained
the king’s permlsswn to take with them their property,
loaded a ship with immense wealth and set sail; but
when they had got to the mouth of the Thames the
captain of the ship cast anchor, and, it being low
water, the ship rested on the sands. He then per-
suaded the Jews to leave the ship, and go with him on
the sands, telling them the tide would not flow for a
long time. Having led them some distance from the
ship, and finding the tide was coming in, he stole away
from them, got on board, and set sail. The wretched
Jews, when they discovered their situation, called to
him, imploring help; but the captain, mocking them,
bade them call upon Moses, who conducted their fore-
fathers through the Red Sea, and so left them to perish.

The captain returned to the king, to whom he
related the result of his scheme, and delivered up
the treasure, receiving in return both honour and
reward. A partial retribution followed this atrocious
crime ; for by some unaccountable means the whole
of the produce of the plunder was squandered, not one
penny being set aside for the pious purposes which
the king used as a pretext to justify his cruelty.

After this event, no trace of the existence of the Jews
in England can be found till long after the Reformation,
nor is it necessary for us to trace them further; but
simply to record—extraordinary as it may appear, and
yet what from our researches we find — that this
oppressed people paid nearly one third of the whole
revenue of the kingdom.
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The expulsion of the Jews created great incon-
venience, as there were none either to lend money or
manage foreign business. At this time the family of
Causini were settled as bankers in the principal cities
of Italy. Being invited to England, they soon began to
practise usury to a greater extent than had been done
by the Jews themselves. The old course was in some
measure adopted : they were threatened with banish-
ment, and in some instances the threat was carried
out. After this they conducted their business with
more moderation. In process of time other Lombards
settled in London, in the street known by their name,
and famous throughout the civilized world as the very
centre and focus of monetary transactions, extending
in their ramifications to all parts of the globe.

The occupations of the Lombards, like those of the
Jews, were those of the goldsmith, the pawnbroker,
and the merchant; and finally that of the banker.
They, too, amassed immense wealth, and had at one
time in their hands an enormous amount of church
revenues.

They also accommodated the kings of England with
loans of money; out they were more fortunate than the
Jews, for they received many marks of favour and
approbation.

Each succeeding year wore away the distinctions be-
tween the Lombard goldsmith and the native English-
man ; and centuries have passed since the acute Italians
of the middle ages were absorbed into the great Anglo-
Saxon family.

In the simple state of money-dealing which prevailed
in Italy during the fifteenth and sixteenth centuries,
the treasure to be lent out at interest was commonly
displayed on a table or board, called Banco, and hence
the origin of the term now so generally appropriated
to those immense establishments which circulate the
wealth and promote the trade of modern Europe.
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Hence also the term bankrupt, as applied to such as
were no longer able to discharge their obligations in
the way of business ; for when the dealer in money in
former times failed to meet the claims made upon him
by his professional brethren, his table or board was
publicly broken in pieces, and himself declared un-
worthy of credit. The stigma of bancorotto hence-
forth adhered to him, and he was accordingly driven
out from the society of the still solvent usurers.

It is perhaps worthy of remark, that the money-
lenders among the ancients were distinguished by a
similar name, derived too from a similar circumstance ;
viz. from the tables on which they were wont to
expose their bullion, and which, like their successors
the Lombards, they took care to set forth in the most
public places, even in the porches and the aisles of
their sacred temples.

Of the practice of the Jews it is recorded, “that
upon the first day of the month Ada, proclamation was
made throughout all Israel that the people should pro-
vide themselves with half-shekels, which were yearly
paid towards the service of the Temple, according to
the commandment of God. On the 25th Ada, they
brought tables into the Temple, that is, into the out-
ward court, where the people stood. (Exodus xxx.
13.) On these tables lay the lesser coins, which were
to provide those who wanted half-shekels for their
offerings, or smaller pieces of money in payment for
oxen, sheep, doves, &c. which stood there ready in
the said court to be sold for sacrifices; but this supply,
and furnishing the people from the tables, was not
without an exchange for other money or other things
in lieu of money, and that at an advantage to the ex-
changer. Hence all those who sat at the table were
called Bankers, or Masters of the Exchange.”—See
“ Postlethwayt’s Universal History of Trade and Com-
merce " for further information on this subject.
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The principal crime laid to the charge of the Jews
and the Lombards was that of practising usury: this
offence was in the estimation of the Church so heinous,
that it invariably placed all those who took money at
usury in the highest rank of excommunicated persons :
to such were attributed the omitting of every good, and
committing of every evil.*

The enemies of interest made no distinction between
that and usury, holding any increase of money to be
beyond all question usurious, and this opinion they
grounded on the prohibition of it by the Law of Moses;
but the Mosaical precept was clearly a political, and
not a moral, precept. It only prohibited one Jew from
taking interest from another; but in express terms
(Deut. xxiii. 20) permitted him to take it of strangers.

In the dark ages of monkish superstition, such were
the ignorance and bigotry of our rulers, that we find
in the year 1342, King Edward the Third caused a
statute to be passed, ‘ prohibiting usury or interest for
money, as being the bane of commerce.”

The 37th of Henry the Eighth, cap. 9, is the first
statute legalizing the taking of interest, the rate of
which was fixed at ten per cent. per annum. In the
reign of Edward the Sixth, religious zeal prohibited all
interest. The statute of Henry the Eighth was re-
vived by the 13th Elizabeth, cap. 8, which declared
that “all brokers shall be guilty of premunire that
transact any contracts for more than ten pounds to the
hundred, and the securities themselves shall be void.”

Ten per cent. continued the legal rate of interest till

* In vol. ii. p. 382, of the Rolls of Parliament, there is a petition of
the Commons to the king, Edward the Third, praying that the Lom-
bards, following no other mystery but that of broker, may be banished
the realm on account of their usury, and being spies, and *“Ont ore tard
menez deins la terre un trop horrible vice ¢’ ne fait pas a nomer,” §c.

+ Parties convicted of this offence were, according to Sir Edward

D
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the 21st James the First, cap. 1, which enacted that
“all bonds, contracts, and assurances made after the
passing of this Act for any usury above the rate of
eight per cent. per annum, should be utterly void.”
The Act to continue for seven years; but it was by
the 3rd Charles the First made perpetual.

Sir Josiah Child, in his “ Discourse on Trade,” re-
marks, that “in the year 1635, which was but ten
years after the passing of the above Act, there were
more merchants to be found on the Exchange of Lon-
don worth each one thousand pounds and upwards,
than were before the year 1600 to be found worth
one hundred pounds. That the lowering of interest
enables merchants to increase foreign trade, whereby
home manufacturers and artificers will be increased,
as also our stock of other useful people; and the poor
will be employed.”

The rate of interest of money was further reduced by
Cromwell to six per cent.: the same reduction was re-
enacted after the Restoration by statute 12 Charles II.
cap. 13; but the canon law still continued opposed to
the practice of interest for money.*

By the 12th of Queen Anne, interest of money was
reduced to five per cent. per annum, at which rate it still

Coke, 1 Inst. 129, “ out of the king’s protection, and his lands, tene-
ments, goods, and chattels shall be forfeited to the king, and his body
shall remain in prison at the king’s pleasure.”

* In the Homilies of the Church of England for Rogation week in
use in the reign of Cbarles the Second, the following passage occurs -—
“If the merchant and worldly occupier kuew that God is the giver of
riches, he would content himsclf with so much as, by just means approved
of God, he could get to his living, and would be no richer than truth
would suffer him : he would never procure his gains and ask his goods
at the devil's hands.”—¢ God forbid, ye will say, that any man should
take his riches of the devil. Verily, so many as increase themselves by
usury, by extortion, by perjury, by stealth, by deceit, and craft, they
have their goods at the devil's gift,” &c.
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continues, except as applied to loans on personal security
by bills of exchange, not having more than twelve
months to run.*

These alterations in the law proceeded pari passu
with the gradual changes which took place from time
to time in our commercial system; and as the business
of banking began to unfold its various uses, the mone-
tary operations of the country, which had previously
been discharged by different hands, were centred in
one distinct pursuit.

Very few of the writers on our monetary system take
notice of the important part which interest of money
performs in our financial operations, and the tendency
it has to centralise capital ; for undoubtedly some men
through such operations accumulate immense wealth ;
and, provided the length of the lives of the great capi-
talists was not confined to the ordinary limits of man’s
existence, they would be the only possessors of money,
leaving thousands pennyless; for, “whatever store of
sap the tree hath, yet many sprigs and leaves wither
for want thereof.” Nature, however, finds a remedy
for man’s folly : by the time a man has by compound
interest doubled his capital, it is rare that another
period is permitted him to double it a second time, and
by his death his accumulated wealth is distributed
among his relatives or friends.

Our history of the progress of banking, and its in-
separable companion, the doctrine of interest of money,
has now reached that point when the practice and prin-
ciples of the science assumed a definite form. Before,
however, we proceed further in our history of banking,
our consideration must be directed to an important
collateral branch of our subject; viz. Bills of Ex-
change, and the laws respecting them.

* See 3 and 4 Will. IV, and subsequent Acts renewing the same.
D2



CHAPTER II

ON BILLS OF EXCHANGE.

Introduction of Bills of Exchange—First use made of them in England—Form
of a Bill in the year 1235—Copy of a Bill in 1589— Modern form intro-
duced by the Goldsmiths—Negotiating of Foreign Bills a royal preroga-
tive—Legalizing of Bills of Exchange 9 & 10 Will, IIL.—Nature of Bills
of Exchange—Difference between Bank Notes and Bills of Exchange—
Difference between Bankers' Bills and Mercantile Bills of Exchange—On
days of grace—On Foreign Bills and Exchanges—Contrast between the
Trade of England with America and that of other countries—Blackstone’s
definition of a Bill of Exchange—Sir John Bayley on Bills of Exchange,
Promissory Notes, and Cheques—The laws and customs respecting them
—The late Mr. Rothschild—MTr. Rose and * Rothschild's Pillar.”

THE immense advantages that the invention of bills of
exchange has conferred on the commerce, not only of
this but of all other countries, and their intimate con-
nection with the practice of banking, necessarily compel
us to devote considerable space to the consideration of
their origin, the practice of merchants and traders in
respect to them, and the laws which regulate them in
this country.

The Jews, as we have elsewhere observed, were the
first inventors of bills of exchange, so called because
they afforded the means by which the commodities of
one country were readily exchanged for those of another;
but, as England during the time of the Anglo-Norman
kings had no foreign trade, their use was little known ;
yet we find that, in the reign of Henry the Third, by the
advice of the Bishop of Hereford, such instruments were
employed to a very pernicious purpose.

Henry having contracted an immense debt to the
Pope, who became very importunate for its settlement,
the bishop suggested to the king the following scheme
for the payment of his debts without money :—That cer-

‘
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tain Italian merchants to whom the Pope was indebted
should draw bills in favour of their creditors on all the
rich bishops, abbots, and priors in England, for certain
large sums of money alleged to have been lent by them
to those prelates for the benefit of their churches. This
iniquitous proposition was adopted by the king. The
Bishop of Hereford was sent to Rome to procure the
Pope’s sanction, which was easily secured. Bills to the
amount of 150,540 marks were drawn, and forwarded
to the Pope’s Legate in England ; and the prelates, after
many remonstrances and threats of excommunication,
were compelled to pay them.

Matthew Paris, an English historian and Benedic-
tine monk in the monastery of St. Albans, whose
History, from William the Conqueror to the end of
Henry the Third, is always quoted as an authority,
in page 286 gives the form of a bill or obligation for
the repayment of money upon loan, of which the
following is a translation :—* To all that shall see this
present writing, Thomas the Prior and the Convent of
Burnwell with health in the Lord: Know ye that we
have borrowed and received at London for ourselves,
profitably to be expended for the affairs of our church,
from Francisco and Gregorio, for them and their partners,
citizens and merchants at Milan, a hundred and four
marks of lawful money sterling, thirteen shillings and
four pence sterling being counted to every mark; which
said one hundred ‘and four marks we promise to pay
back on the feast of Saint Peter ad Vincula, being the
first day of August, at the New Temple in London, in
the year 1235. And if the said money be not all paid at
the time and place aforesaid, we bind ourselves to pay
to the aforesaid merchants,orany oneof them, or their cer-
tain attorney, for every ten marks, forborne two months,
one mark of money for recompense of damages which the
aforesaid merchants may incur by the nonpayment of
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it; so that they may lawfully demand both principal,
damages, and expenses as above expressed, together with
the expenses of one merchant,for himself, horse,and ser-
vant, until such time as the aforesaid money be fully
satisfied. And for the payment of such principal, inte-
rest, damages, and expenses, we oblige ourselves, our
church, moveable or immoveable, ecclesiastical or tem-
poral, which we have or shall have, wheresoever they
shall be found, to the aforesaid merchants and their heirs.
And do further recognize and acknowledge that we
possess and hold the said goods for the said merchants
by way of courtesy, until the premises be fully satisfied ;
renouncing also, for ourselves and successors, all help of
canon and civil law, all privileges and clerkship, the
Epistle of St. Adrian, all customs, statutes, lectures, in-
dulgences, and the see apostolic; as also the benefit of
all appeal or inhibition from the King of England, with
all other exceptions, whether real or personal, that may
be objected against the validity of this instrument. All
which things we promise faithfully to observe; and in
witness thereof have set hereto the seal of our Church.
London, 24 April, Anno Domini 1285.”

The above form was subsequently much abridged, as
appears by the following, which is a copy of a bill in the
reign of Elizabeth :—

“ Witnesseth this present bill of exchange, that I,
Robert Anderson, merchit of the city of Bristowe, doe
owe vnto Thomas Mun, merchit of the said city, the
summe of 100 duckets; I say an hundred duckets of
currant monie of Spaine, accompting after 11 rials of
plate to the ducket; to be paid vnto the said Thomas
Mun, or his assignes, within 10 daies next and ymme-
diatelye after the safe arrivall of the good ship called the
Gabriel of Bristowe to the port of S. Lucai in Andalouzia
in Spaine, or any other port of the discharge. And for
the true paiment thereof I, the above named Robert
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Anderson, do bind me, my goods, my heires, executors,
and assignes, firmly by these presents. In witnesse of
the truth, I have caused two of these billes to bee made
(the which the one being paied, the other to be voide),
and have put my firme and seale vnto them, and deliured
them as my deed in Bristowe, the 15 day of September
1589, and in the 31 yeere of our Soueraigne Queene
Elizabeth her Maiesties reigne,” &c.

It is evident that these bills were steps towards paper
credit—a mode of representing debts by tangible and
transferable instruments, which might be pledged or
given to a third party to receive; for, although the
words “ or order,”” which brevity and custom have since
that remote period introduced, are not be found in them,
it is evident that, provided the parties to whom they were
originally given put their names in due form of assign-
ment, they could be transferred.

The author of a work entitled “ Lex Mercatoria,” pub-
lished in 1622, mentions bills of debts or bills obligatory
being in use among the Merchant Adventurers at Am-
sterdam, Middleburg, and Hamburg, and that to give
currency to such bills it was the custom to put a seal
upon them. The author recommends the adoption of
such a mode in this country, and gives the following farm,
considering it as a thing scarcely known :—

“I, A. G., merchant of Amsterdam, do acknowledge
by these presents to be truly indebted to the honest
X. Y., English merchant dwelling at Middleburgh, in the
sum of one hundred pounds, current money, for mer-
chandize, which is for commodities received of him to my
contentment ; which sum aforesaid I do promise to pay
to him, the said X. Y., or the bearer hereof, within six
months next after the date of these presents. In witness
whereof, I have subscribed the same at Amsterdam, this

tenth day of July, 1662.”
A remark made by this author is worthy of attention :
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he says, ““ The civil law and the law merchant do require
that the bill shall declare for what the debt groweth,
either for merchandize or money, or any other lawful
consideration.”

In the year 1651 the present method of making pay-
ments by the endorsement on bills of exchange was
recommended by William Potter, in his “ Key of Wealth.”
To give currency to such bills, he proposed “ that they
should be payable before any debts whatever, as if a man
had confessed a judgment of his whole estate by the pay-
ment thereof.”

The origin of the present form of a bill of exchange
is attributable to the goldsmiths of London, who were
the first bankers who circulated paper money: their
bills were called * goldsmiths’ notes.”

In the year 1697, inland bills of exchange were, for
the first time, declared legal instruments: this had
been found necessary to enable the Bank of England to
advance money upon them. Whether the notion of
the illegality of transferring notes and bills originated
in any Act of Parliament expressly made for that pur-
pose, or solely in the common law interpretation of
the Acts against champerty, we have not been able to
discover.

In the 9th and 10th of William the Third, cap. 17, is
the following clause, for the better regulating the pay-
ment of bills of exchange :

“ That all bills of exchange drawn in England for
five pounds and upwards, on any other place in England,
and payable a certain number of days, weeks, or months
after date, shall, from and after presentation and accept-
ance (which acceptance shall be by the underwriting
the same under the party’s hand so accepting), and after
the expiration of three days after the said bill shall have
become due, the party to whom the said bill is made
payable, his servant, agent, or assigns, may and shall



BY WILLIAM THE THIRD. 41

cause the said bill to be protested by a notary public,
or any other substantial person of the city, town, or
place, in the presence of two or more witnesses, refusal
or neglect being first made of due payment; which pro-
test shall be first made and written under a fair written
copy of the said bill, signifying that—

“T A.B. on the day of at the
usual place of abode of the said C. D., have demanded
payment of the bill, of which this is a copy, which the
said C. D. did not pay; wherefore I, the said A. B., do
hereby protest the said bill, dated the , which
protest shall, within fourteen days after, be sent, or
otherwise due notice shall be given thereof, to the party
from whom the bill was received ; and who, upon pro-
ducing such protest, shall re-pay the said bill, together
with interest and charges. And in default of such
protest, of which only sixpence shall be charged, or due
notice, the person so failing shall be liable to all costs,
damages, and interest accruing thereby. Provided, that
if any such bill be lost or miscarried within the time
limited for payment, the drawer shall be obliged to
give another bill, the person to whom it is sent giving
security, if demanded, to the drawer, to indemnify him
in case the lost bill should be found again.”

The law of bills of exchange has undergone numerous
revisions since this Act was passed ; yet, as it is the first
of the kind that we have met with, we consider that, on
that account, its insertion here was requisite.

Instruments more perfect than bills of exchange, for
the objects for which they were invented, could not
possibly be devised or desired. No cumbrous deeds to
settle or engross; no lawyer, witness, or travelling
expenses; no time lost in completing the security;
easily transmitted from one to another, and having in
law all the power and validity of the most formal in-
strument.

All these advantages combined, make them for all
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the purposes of commerce better than any other descrip-
tion of security : passing as they do from hand to hand,
their security increases at every stage, each party to a
bill becoming responsible to the last endorser for its
payment, in the event of its dishonour.

Many persons. however, uncounected with business,
still entertain antiquated prejudices, and look with a
degree of suspicion on all transactions which are con-
ducted through the medium of bills of exchange. They
do not give themselves the trouble to reflect, that nearly
nine-tenths of the business carried on throughout the
whole of Great Britain is effected through the instru-
mentality of debts and obligations payable at some
future period.

The means of arriving at a knowledge of the actual
amount of bills of exchange in circulation at any one
time are very limited; yet by taking the amount paid
for bill stamps, as returned by the Stamp Office, and by
averaging both the dates and amounts of bills answering
to the several denominations of stamps in that return,
something like an approximation to the total amount
may be arrived at. In this way the late Mr. Leatham,
a banker at Wakefield, estimated the amount of bills of
exchange circulated in England in the year 1839 to
be 528,493,842l., and the amount of bills out at one
time to be 132,123,460/ “How magnificent,” adds
Mr. Leatham, “ and yet how fearful to contemplate, that
this immense amount should be deranged, and in the
greatest disorder, as I saw it in 1825-6."*

We quote a few of the articles comprehended in the
above amount, as delivered in evidence before a Select
Committee of the House of Lords in the session of 1841,
on “Interest of Money.”

Sugar 13,000,000/, Tea 6,000,000L.,Coffee 2,000,0000.,
Tobacco 5,000,0007.,Wine and Spirits 7,000,000..,British
spirits 11,000,0001., Cotton 10,000,000L., Silk 3,000,0001.

* See his Letter to Charles Wood, Esq. on the Currency.
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The average date of bills drawn in this country by
the trades, or by the bankers to represent transactions
in trade, are almost all of them within three months,
excepting those from the manufacturing districts of
Manchester, Birmingham, Sheffield, and Leeds, which
are generally at three and four months after date,

Although there are many points in which a bill of
exchange and a bank note closely resemble each other,
there are others in which there is a distinct and
material difference between them. A note purposes to
be payable on demand ; it is not endorsed by a holder
on his paying it away; the party receiving it has no
further claim on the party from whom he received it, in
the event of the failure of the issue, should he not de-
mand payment within a reasonable time after he has
received it. The question of what is a reasonable time
is generally left to a jury.

The principal distinction between bank notes and
bills of exchange is, that every individual on passing a
bill to another has to endorse it, and by so doing renders
himself responsible for its due payment. “ A bill
circulates,” says Mr. Thornton in his treatise on Paper
Credit, “ in consequence chiefly of the confidence placed
by each receiver of it in the last endorser, his own
correspondent in trade; whereas the circulation of a
bank note is awing rather to the circumstance of the
name of the issuer being so well known as to give it uni-
versal credit.”

Notes form the currency of all classes, not only of
those who are, but of those who are not, engaged in
trade. Bills on the other hand pass only, with few
exceptions, among persons engaged in business, who
are fully aware of the risks they run in taking them.
There is plainly therefore an obvious distinction between
the two species of currency; and it cannot be fairly
argued, that, because Government interferes to regulate
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the issues of one, it should also regulate the issues of
the other.

There is also a difference between bankers’ bills of
exchange and mercantile bills of exchange, inasmuch as
the former are essentially in their nature the same as
bank notes payable on demand; but they are less secure
than notes payable on demand, because the banker may
fail before the bill becomes due.

The issue by a banker of his bill is not a proof of
any transaction in trade ; it is a mere exchange of credits.
The banker creates, and puts out, a piece of paper that
will circulate against one or many that will not circulate.
The banker’s bill of exchange will circulate, because the
confidence in his ability to pay the bill at maturity is
undoubted : the difference therefore between the bill of
exchange which the banker creates entirely upon him-
self, and those other bills of exchange which are
created by the customers of the banks, is, that the
latter are the real types of the quantity of business
done upon credit, whilst the credit which circulates is
the quantity which the banker chooses to send out of
either sort.

All bills drawn at any place in Great Britain by par-
ties who have not compounded for the duty, must be
drawn on a stamp, and according to a scale settled by
parliament. All bills drawn out of England are exempt
from such stamps, and are called foreign bills, and are
usually drawn in sets of three bills, beginning with
“ Pay this my first of exchange, second and third not
paid ;” or ¢ Pay this my second of exchange, first and
third not paid;” or “ Pay this my third of exchange,
first and second not paid.” The party drawing these
bills usually sends one to his correspondent in London,
to obtain its acceptance by the party on whom it is
drawn ; and he either sends the other, when only two
are drawn, to any one to whom he has to make a re-
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mittance, or sells it at the exchange of the day at the
place in which he resides. In the two latter cases a
memorandum is made at the bottom of the bill, inti-
mating that “ the first accepted with A. B. and Co.
Lombard Street, London;” and, on the production of
the bill put in circulation, A. B. and Co. deliver up
the accepted bill, when they are negotiable here as
one bill.

It is almost an universal custom among merchants in
all parts of the world, that a person to whom a bill is
addressed shall be allowed a few extra days beyond the
time' named on the bill for paying the same, called
“ days of grace,” originally so called because they were
gratuitous : they are now demanded as a right.

In great Britain and Ireland three days are allowed ;
in other places more. If the last of these three days
happen to be on a Sunday, the bill is payable on the
Saturday preceding; so that in fact such bills have only
two days’ grace ; but days of grace are not allowed on
bills payable at sight.

If bills become due on Sunday, or on such days on
which the law forbids business to be done, payment
must be demanded or protest made for nonpayment
on the preceding day.

When a bill is drawn payable on a given day, three
days’ grace are allowed; but if the bill expresses that it
is payable on the day of the week, say Wednesday, the
28th January, the days of grace are not allowed, but
the bill must be paid or protested on the Wednesday.

When the time of payment is limited to months, such
time must be computed by calendar not lunar months;
and when one month is longer than the succeeding, it
is a rule not to go, in the computation, into a third.
Thus with a bill drawn on the 28th, 29th, 30th, and
31st January, payable one month after date, the time
expires on the 28th of February ; and, adding the three
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days’ grace, all bills drawn on those days will conse-
quently be due on the 3rd of March, with the excep-
tion of Leap Year, when bills drawn on the 28th
January, at one month, will be payable on the second
of March. When a bill is made payable so many days
after sight, or from the date, the day of presentation
or date is excluded.

Almost all bills drawn abroad are drawn at one or
more usances either after sight or date. The Italians
say wso doppio for double usance or two usances. The
term is longer or shorter according to the different
countries. In France the usance for bills drawn from
Spain and Portugal 1s sixty days’ date; from other coun-
tries thirty days’ date. Bills are generally drawn on
Amsterdam, Cadiz, Genoa, Hamburgh, Leghorn, Lon-
don, Madrid, Naples, and Venice, at sixty days’ date.
Marseilles, however, draws on Genoa at thirty days’,
and on Leghorn and Naples at forty-five days’ date. Ten
days’ grace are allowed on bills payable at one or more
usances, at so many days’ date or sight, or on a special
day; but bills drawn @ vue must be paid on presenta-
tion. Bills made payable at a fair must be settled on
the last day, or on the very day if the fair lasts but one
day. In London the usance for bills drawn from Hol-
land, Germany, or France, is one month; from Spain
and Portugal, two months ; and from Italy three months,
_ all after date : the days of grace are the same as on
inland bills.

The usance at Venice for bills drawn from London is
three months after date: six days’ grace are allowed,
after which they must be either paid or protested.
Protests are made by the fanti or clerks of the com-
mercial college, who enter all the bills they protest in a
book, to which every merchant has free access. Thus
many bills which would otherwise be returned are ac-
cepted, and paid for the honour of the drawer or
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endorsers. This practice is also useful in giving early
notice of approaching insolvency.

There are two classes of persons in this country
whose business is almost exclusively confined to dealing
in bills of exchange, viz. bill brokers and foreign ex-
change brokers: the former may be said to be the
middle party between those who have money to lend,
and those who wish to borrow. They were on their
first introduction barely tolerated; but, from the high
character of one house, a bill broker may now walk
Lombard-street with his head erect.

Bankers find in bill brokers useful instruments for
employing their surplus capital. Yet, seeing that the
best and indeed the only legitimate mode of employing
money by bankers is that of discounting bills, the trans-
ferring of any portion of such business to bill brokers is
somewhat anomalous.

‘“ A bill broker,” says Mr. Windham Beawes, “ ought
to be a man of honour, and know his business : he
should avoid babbling, and be prudent in his office,
which consists in one sole point, that is, fo hear all and
say nothing; so that he ought never to speak of the
negotiations transacted by means of his interventions.”

The business of foreign exchange brokers consists
in transacting the details attending the negotiation
of foreign bills of exchange: they procure money for
bills on foreign merchants, and procure bills for those
who have payments to make to their foreign corre-
spondents, all which is transacted on the Royal Ex-
change every Tuesday and Friday.

The rate of the different exchanges on every country
in Europe is then and there fixed by the principal
brokers, which rate, so agreed on, is on those days
the standard for every negotiation. .

A broker, by knowing the mutual wants of merchants,
is a most important and useful intermediate agent in
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this case; and, when an intelligent man, he knows the
general situation of the balance between any two coun-
tries ; and, as it is his interest that all transactions pass-
ing through his hands should be on a fair principle, the
rate of exchange is generally fixed with more accuracy
than it would be if the merchants were to transact the
business directly with one another; for, being interested
in concealing their transactions from each other, they
could not so well understand the situation of the
market.

The course of exchange between countries is pri-
marily regulated by the relative value of the current
specie in each respective country. Those which have
a great diversity of circulating specie generally regulate
their currency by reckoning an agio, which varies in
different countries. Bills drawn in Great Britain upon
Hamburgh or the Netherlands are considered payable
in banco, that is to say, in money, either real or fic-
titious, of a certain standard value; and the party on
whom such bills are drawn, sometimes receives, but
mostly pays, an agio or discount proportioned to the
intrinsic value of the currency.

All bills drawn on Great Britain are supposed pay-
able in the standard coin of the kingdom : there is con-
sequently no necessity for an agio; yet the exchange is
more or less favourable according to the purity or
deficiency of the current specie, or from any sudden in-
crease or diminution of the bills drawn in one country
upon another.

The par of the currency of any two countries means,
among merchants, the equivalence of the certain amount
of the currency of the one in the currency of the other,
supposing the currencies of both to be of the precise
weight and purity fixed by their respective mints. Thus,
according to the mint regulations of Great Britain and
France, one pound sterling is equal to 25 francs 2Q
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cents, which is said to be the par between London and
Paris. And the exchange between the two countries is
said to be at par when bills are negotiated on this foot-
ing; that is, for example, when a bill for 100/. drawn
in London is worth 2520 francs in Paris, and coun-
versely. When 1/. in London buys a bill on Paris for
more than 25 francs 20 cents, the exchange is said to
be in favour of London and against Paris; and when,
on the other hand, 1/. in London will not buy a bill on
Paris for 25 francs 20 cents, the exchange is against
London and in favour of Paris.

When a merchant in London wishes to discharge a
debt due by him in Paris, he makes it his business to
ascertain, not only the state of the direct exchange be-
tween London and Paris, but also the state of the
exchange between London and Hamburgh, Hamburgh
and Paris, &c.; for it frequently happens that it may be
more advantageous for him to buy a bill on Hamburgh,
Amsterdam, or Lisbon, and to direct his agent to invest
the proceeds in a bill on Paris, rather than remit di-
rectly to the latter place.

Dr. Kelly, in his “ Universal Cambist,” gives the fol-
lowing account of the manner in which a very large
transaction was actually conducted by indirect remit-
tances. In 1804, Spain was bound to pay to France a
large subsidy; and in order to do this three distinct
methods presented themselves.

First—To send dollars to Paris.

Second—To remit bills of exchange directly to Paris.

Thirdly—To authorise Paris to draw directly on Spain.

The first of these methods was tried, but it was found
too slow and expensive; and the second and third plans
were considered likely to turn the exchange against
Spain. The following method, by the indirect or circu-
lar exchange, was therefore adopted.

A merchant or banguier at Paris was appointed to

o
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manage the operation, which he thus conducted :—He
chose London, Amsterdam, Hamburgh, Cadiz, Madrid,
and Paris, as the principal hinges on which the opera-
tion was to turn; and' he engaged correspondents in
each of these cities to support the circulation. Madrid
and Cadiz were the places in Spain from whence remit-
tances were to be made; and dollars were, of course, to
be sent where they bore the highest price, for which
bills were to be procured on Paris, or on any other
places that might be deemed more advantageous.

The principle being thus established, it only remained
to regulate the extent of the operation, so as not to
issue too much paper on Spain, and to give the circu-
lation as much support as possible from real business.
With this view, London was chosen as a place to which
the operation might be chiefly directed, as the price of
dollars was then high in England, a circumstance which
rendered the proportional exchange advantageous to
Spain.

The business was commenced at Paris, where the ne-
gociation of drafts issued on Hamburgh and Amster-
dam served to answer the immediate demands of the
State; and orders were transmitted to these places to
draw for the reimbursements on London, Madrid, or
Cadiz, according as the course of exchange was most
favourable. The proceedings were all conducted with
judgment, and attended with complete success. At the
commencement of the operation the course of exchang:
of Cadiz on London was 36d. but, by the plan adopted,
Spain got 39%, or about 8 per cent. by the remittance
of dollars to London, and considerable advantages were
also gained by the circulation of bills through the seve-
ral places on the continent.

While on the subject of exchanges we cannot avoid
adverting to a remarkable contrast between the trading
of England with America as compared with that of all
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other commercial nations. When cotton is purchased
in America for the English market, the shipper values
on the merchant or manufacturer to whom the cotton
is consigned by a bill or bills of ‘exchange, drawn at 60
days’ sight, for the value of the purchase, together with
his commission of 5 per cent., and has the facility of
disposing of his bills in his own market.

When goods are purchased in this country for the
American market, the buyer, instead of drawing direct
on the houses in America to whom the goods are con-
signed, values on a house in London, and the bills so
drawn are accepted on commission. Herein a remark-
able contrast iun the trade from England to America, as
compared with the trade from America to England, pre-
sents itself.

For what is imported into England a pledge is given
to pay in 60 or 90 days, after receiving the bills of
lading, by accepting a bill or bills of exchange, while,
for what is imported to America, no pledge of the kind
is afforded. There is merely an understanding that
funds are to be forthcoming in time to meet the pay-
ments to which the shipper has pledged his name. In
the one case, the party’s name is pledged to a definite
moment in his own market, where credit is of the
utmost importance to him; in the other case, the
name of an agent in another market is pledged for the
due performance of the contract, the party really liable
not being responsible for the consequence of delayed
payment.

To place the trade of America on the same footing
as all other commercial nations has long been a desi-
deratum. Numerous appeals, in the shape of pamphlets
and other publications, recommending the adoption of
a course of exchange between the two countries, have
brought conviction to the mind of almost every mercan-
tile man ; yet, strange to say, no step has yet been taken

* E 2
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to effect the object: it is an evil which must ultimately
work its own cure.

We now proceed to advert to some of the legal defi-
nitions of bills of exchange and the laws respecting
them.

Blackstone has defined a bill of exchange as an open
letter of request from one man to another, desiring him
to pay a sum named therein to a third party on his
account, either on demand or at a certain number of
days after date or after sight.

The person who makes or draws a bill of exchange is
termed the drawer ; he to whom it is addressed is, before
acceptance, called the drawee, and after the acceptance
the acceptor : the person in whose favour it is drawn is
termed the payee, and, when he indorses the bill, the
indorser ; and the person to whom he transfers it is called
the indorsee ; and in all cases the person in possession
of the bill is called the holder. Besides these imme-
diate parties, a person may become interested in a col-
lateral way, as, when the drawee refuses to accept, any
third party, although his name does not appear on the
bill when first drawn, may accept, after protest for non-
acceptance by the drawee, for honour of the bill gene-
rally, or of the drawer, or of any particular indorser; in
which case such an acceptance is an acceptance supra
protest, and the person making it is styled the acceptor
for the honour of the person or persons on whose ac-
count he comes forward, and he acquires certain rights
and subjects himself to nearly the same obligations as
if the bill had been directed to him. A person may also
become a party to the instrument by paying it supra
protest either for the honour of the drawer or indorsers.
When a party residing abroad draws or indorses a bill
of exchange, which he has reason to suppose will not
be honoured, either by acceptance or at maturity, he
affixes a notice on the bill to the following effect :—* In
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case of need apply to A. B. and Co. Lombard-street.” In
compliance with such notice, the bill, if dishonoured, is
protested, and presented to the parties so referred to,
and if regular in every other respect is accepted or paid,
according to the circumstances of the case. The im-
mense advantage of this arrangement may be judged
of, if we suppose the case of a merchant at Constanti-
nople indorsing a bill, and, after referring it, in case of
need, to his correspondents in London, at which place
it is made payable, transmits it to Spain, from whence
it is sent to Leghorn, and subsequently to London,
passing in its transit through the hands of several par-
ties, all of whom affix their names to the bill; and, should
it be dishonoured when at maturity, instead of retracing
its course through the hands of the several parties who
have indorsed it, is at once paid under protest, for
honour of the indorser at Constantinople, and trans-
mitted direct to him.

All parties, whether merchants or not, above the age
of twenty-one years, having capacity and understanding,
may be parties to a bill of exchange. An infant cannot
be bound by a bill or note drawn by him during his
nonage, even should it be given for necessaries; but,
as the contract of an infant is only voidable, and not
void, an express promise of payment after he attains his
full age will render him liable.

There are (wo principal qualities essential to the
validity of a bill or note: first, that it be payable at all
events, not dependent on any contingency, nor payable
out of a particular fund; and secondly, that it be for
the payment of money only, and not for the payment of
money jointly with the performance of some act, or in
the alternative.

If the bill or note be insufficient in its formation, in
either of these respects, it will not become valid by any

~
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subsequent occurrence rendering the payment no longer
contingent.*

The records of our courts of law contain innumerable
cases in which parties have failed in establishing their
claim against the issue of a bill which makes the pay-
ment contingent on any event than the failure of the
general credit of the person drawing or negotiating it.

Should any alteration, interlineation, or erasure be
made in a bill of. exchange, without the consent of the
parties privy thepeto, it will discharge them from all
liabilities thereon, though the bill may afterwards come
into the hands of a party not aware of such alteration.

The negotiability of a bill of exchange depends on
the insertion of sufficient operative words of transfer :
the usual modes of making a bill transferable are by
making it payable to A. or order, or to A.'s order, or to
A. or bearer, or to bearer generally.

It is not essentially necessary to insert the words
‘“ value received,” they being implied in every bill and
indorsement, as much as if they had been expressed in
totidem verbis; but to entitle the holder of an inland
bill or note for payment of 20!. and upwards to receive
interest and damages against the drawer and indorser,
in default of acceptance or payment, these words should
be inserted, as laid down in 9 and 10 Will. IIL. c. 17 ;
3 and 4 Anne, c. 9.

A bill of exchange is presumed to have been made
upon a good and valuable consideration; but between
the drawer, the acceptor, the indorsee, and his imme-
diate indorser, the legality or want of consideration,

* In a case Kingston v. Long, 25 Geo. I1I. an action was brought
against the acceptor of a bill, which he made payable, provided the
terms mentioned in certain letters written by the drawer were complied
with.” The court held, “ this was no bill until after such compliance, and,
if it was not a bill when drawn, it could not afterwards become so.”
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or the insufficiency of the amount thereof, may be
insisted upon by way of defence to an action on the
bill. And where a bill is for accommodation, and the
holder has given value only for a part of the amount,
he cannot recover upon the bill beyond that amount.

The non-acceptance of a bill of exchange on presenta-
tion is the dishonour of the bill ; and when notice of such
refusal to accept is given to the parties interested in
the bill in due course, the holder may insist on the
immediate payment of the amount from the party
negotiating it.

Lord Kenyon decided, in cases of this kind, that if a
bill, which is given in payment, does not turn out to be
productive, it is not that which it purported to be, and
that which the party receiving it expected ; and, there-
fore, he may consider it as a nullity, and act as if no
such bill had been given. When a bill has been
presented for acceptance and refused, and a protest
forwarded to the last indorser, it is not obligatory on
the holder to present it again, even for payment, at the
time it purports to be due. Take the following example :

A. B., a banker at Liverpool, forwarded to his London
correspondent a bill for 200/, drawn from New York,
on a merchant in Broad-street. This bill was presented
for acceptance and refused ; due notice of its dishonour
was sent to A. B., accompanied by a protest; on its
maturity, it was presented for payment and protested ;
the letter containg the bill and protest, instead of being
sent to Liverpool, was mis-directed to Edinburgh: this
error was not discovered by the London house until the
letter was returned to the writer, which of course was
several days after, as the case occurred before the forma-
tion of railroads.

On the bill being returned to Liverpool, A. B. refused
to take it back, on the ground that, not having received
it in course of post, after it became due, he had con-
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sidered it was duly honoured, and had paid over the
money to his customer. On being reminded of the
circumstance of the protest for non-acceptance, together
with the fact of his not having received any intimation
of its having since been accepted, together with a
reference to Lord Kenyon's opinion above referred to.
he reluctantly consented to take it back.*

By the Ist and 2nd Geo. IV. cap. 78. regulating the
acceptance of bills of exchange, it is declared that,
“ Whereas according to law as hath been adjudged,
where a bill is accepted payable at a banker’s, the accept-
ance thereof is not a general but a qualified acceptance;
and whereas a practice hath very greatly prevailed
among merchants and traders so to accept bills, and
the same have been among such persons very generally
considered as bills generally accepted, and accepted
without qualification ; and whereas many persons have
been and may be much prejudiced and misled by such
practice and understanding, and persons accepting bills
may relieve themselves from all inconveniences by giving
such notice as hereinafter mentioned of their intention
to make only a qualified acceptance thereof :—it is
therefore enacted, That if any person shall accept a bill
of exchange payable at the house of a banker or other
place without further expression to his acceptance, such
acceptance shall be deemed and taken to be, to all intents
and purposes, a general acceptance of such bill; but if
the acceptor shall in his acceptance express that he
accepts the bill payable at a banker's house or other
place only, and not otherwise or elsewhere, such accept-
ance shall be deemed and taken to be, to all intents
and purposes, a qualified acceptance of such bill, except
in default of payment, when such payment shall have
been first duly demanded at such banker’s house or

* This case actually occurred to the author, who, when a young man,
committed the error of mis-directing a letter in the way described.
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other place; and no acceptance of any inland bill of
exchange shall be sufficient to charge any person, unless
such acceptance be in writing on such bill ; or, if there
be more than one part of such bill, on one of the said
parts.”

The following extract from a Treatise by Sir John
Bayley, late one of the judges of the Court of King’s
Bench, on the law of bills of exchange, furnishes import..
ant information as to the course to be adopted with
dishonoured bills.

“ Though no prescribed form be necessary for notice
of the dishonour of a bill or note, it ought to import
that the person to whom it is given is considered liable,
and that payment from him is expected.

“The notice ought to import that the bill or note has
been dishonoured: a mere demand for payment, and
threat of law proceedings in case of non-payment, is
not sufficient, especially if such demand be made on the
day the bill or note becomes due.

“ The notice must come from the holder, or from some
party entitled to call for payment or reimbursement.

“If the day on which notice ought to be given be a
day of public rest, as Christmas Day, or Good Friday,
or a day of similar sanctity, according to the religion of
the party bound to give notice, the notice need not be
given until the following day ; but this regulation does
not extend to Scotland.

“If the holder of a bill or note place it in the hands of
his banker, the banker is only bound to give notice of
its dishonour to his customer, in like manner as if the
banker were himself the holder, and his customer were
the party next entitled to notice.

“ Sending a verbal notice to a merchant's counting-
house in the ordinary hours of business, at a time when
he or some of his people might reasonably be expected
to be there, is sufficient : it is not necessary to leave or
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to send a written notice, or to send to the house where
he lives: sending notice by the post is sufficient,
though it be not received; and where there is no post
it is sufficient to send by the ordinary mode of con-
veyance.

“ Notice to one of several partners is notice to all ;
and when a bill has been drawn by a firm upon one of
the partners, and by him accepted and dishonoured, it
is unnecessary to give notice of such dishonour to the
firm, for this must necessarily be known to one of
them ; and the knowledge of one is the knowledge
of all.

“ Upon an acceptance payable at a banker's, notice of
non-payment need not be given to the acceptor, for he
makes the bankers his agents; presentment to them is
presentment to him.

“ A person who has been once discharged by laches
from his liability on a bill or note, is always discharged ;
and therefore when two or more parties to a bill or
note have been so discharged, but one of them, not
knowing of the laches, pays it, he pays it in his own
wrong, and cannot recover the money from another of
such parties.”

It is held that a bill of exchange founded on a gam-
bling transaction (9 Anne, c. 14) is illegal ; but by the
58 Geo. III. c. 93, a “bill of exchange or promissory
note, although founded on an usurious contract, does
not vitiate the same in the hands of a bona fide holder
not knowing of such usurious contract.” And in general
where the hill is fair and legal in its reception, a sub-
sequent illegal contract or consideration taking place
in the indorsements, &c. will not invalidate it in the
hands of a bona fide holder.

PRrROMISSORY NOTES AND CHEQUES.—The chief dis-
tinction between promissory notes and bills of ex-
change is, that the former are direct engagements
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by the drawer to pay them acgording to their tenor,
without the intervention of a third party as a drawer or
acceptor.

Promissory notes may be drawn payable on demand
to a person named therein, or to order, or to bearer
generally.

It was formerly questionable whether these instru-
ments were assignable or indorsable over, within the
custom of merchants, to any other person ; or whether
the person to whom any such note was payable could
maintain an action against the person who first made
and signed the same, or whether any person to whom
such note should be assigned could, within the said
custom of merchants, maintain any action upon such
note against the person who first made or signed it.

Lord Holt ruled in Clerk v. Martin, that the payer,
and in Butler v. Crips, that the indorsee, of a promissory
note could not maintain an action against the maker
thereof, such note not being within the custom of
merchants, but it was to be considered only as an
evidence of debt.

Such uncertainty in the law gave rise to great diffi-
culty in the negociation of such instruments, and even
affected the free circulation of the sealed bills of the
Bank of England. It was therefore necessary, as a
means of upholding the credit of bank notes, that a
change should be made in the law. Accordingly an Act,
3 and 4 Anne, cap. 9, was passed, which enacted, “that
all notes in writing made or signed by any person or
persons, bodies politic or corporate. or by the servant
or agent of any corporation, banker, goldsmith, mer-
chant, or trader, usually entrusted by them to sign
such notes for them, whereby such persons, &ec. or
their servant or agent, promise to pay to any other
person or persons, bodies politic or corporate, to order
or bearer, the money mentioned in such note shall be
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construed to be by wirtue thereof due and payable to
such persons, &c. to whom the same is made payable ;
and also such note payable to any person, &c. or order,
shall be assignable or indorsable over in the same man-
ner as inland bills of exchange are or may be by the
custom of merchants ; and the person, &c.to whom the
money is payable may maintain an action for the same,
in such manner as he might upon any inland bill of
exchange made according to the custom of merchants ;
and the person, &c. to whom such note is indorsed or
assigned, may maintain an action either against any of
the persons, &c. who, or whose servant or agent, signed
such note, or against any of the persons who indorsed
the same, as in cases of inland bills of exchange; and
the plaintiff shall recover damages and costs of suit.”

This statute placed promissory notes on the same
footing as bills of exchange, and consequently the
decisions and rules relating to the one are in general
applicable to the other. A note beginning, “ 1 promise
to pay,” and signed by two or more persons, is several as
well as joint, and the parties may be sued jointly as
well as severally ; but when a promissory note is made
by several, and expresses “ We promise to pay,” it is a
joint note only.

A cheque or draft on a banker is as negotiable as a
bill of exchange. In case of default of payment by the
drawer, the party presenting it may maintain an action
against the drawer or party paying it to him, on the
consideration of transfer, unless it was expressly agreed,
at the time of the transfer, that the assignee should
take the instrument, assigned as payment, and run the
risk of its being paid, or that he has not used due dili-
gence in presenting the cheque for payment, in which
case it will amount to payment; and, in the event of
the failure of the banker, the assignor and every other
party to the cheque will be discharged.
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As to the precise time a cheque should be presented
for payment after it has been paid away, there is some
degree of uncertainty. It may, however, be collected
from the cases that have been decided, that a cheque
on a banker, or a cash note &c., payable on demand, if
given in the place where it is made payable, ought to
be presented for payment the same day it is received ;
or, at farthest, early on the following morning, unless
prevented by distancé or some inevitable cause or acci-
dent, which in all cases will excuse the neglect to
make a presentment so soon as would otherwise be
necessary.

In point of law there is no other settled rule than
that the presentment must be made within a reason-
able time, which, as observed by Lord Ellenborough,
*“ must be accommodated to other business and affairs
of life; and the party is not bound to neglect every
other transaction in order to present the cheque on the
same day he receives it.”

Drafts or cheques for the payment of money drawn
on a banker residing or transacting the business of a
banker within ten miles of the place at which such
drafts or orders are drawn or given, are exempt from
stamp duty, provided the name of the place where such
drafts or cheques are drawn is truly expressed thereon ;
44 Geo. III. cap. 93.

In the foregoing pages we have given as comprehen-
sive an account of bills of exchange as the nature of
our task will admit of. Those who are desirous of fur-
ther information as to the various legal points, will do
well to consult Bayley, Byles, and Chitty, whose learned
works on the law of bills of exchange are text books for
the legal profession.

The late Mr. Rothschild was for some years previous
to his death the largest operator in foreign exchanges
that the present, or perhaps any age, has produced. It
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may not therefore be considered out of place if we give
a short account of this extraordinary man.

The founder of the house of Rothschild was Meyer
Anselm, who was born in Jew's Alley, Frankfort. He
was brought up with the view of being made a priest,
and studied with such application as soon to hecome
one of the most learned archaologists.

His father, however, contrary to his inclination, placed
him in a counting-house at Hanover, where, although
he did not renounce his taste for science, he fulfilled
his commercial duties with the utmost skill and success,
and ultimately became a banker at Frankfort. He died
in 1812, leaving to five sons a considerable fortune and
unbounded credit. On his death-bed he strongly re-
commended them to remain united, which advice they
ever after strictly followed; and to this, in a great
measure, may be attributed the unexampled success of
most of their subsequent joint operations.

Nathan Meyer Rothschild, one of the five brothers,
came to England in 1808, and settled in Manchester,
where he acted as agent to his father in the purchase
of Manchester goods for the continental markets.
Shortly after, he was intrusted with large sums for in-
vestment in the various public securities in England ;
and the judgment he exercised was considered so sound,
that he insured the patronage of the Elector of Hesse
Cassel, and other German princes, and finally removed
to London.

In a very few years his financial operations pervaded
the whole of the continent, and exercised more or less
influence in the monetary transactions of the English
government. He undertook to carry out operations on
a larger scale than had ever existed in Europe previous
to his time.

Besides the essential co-operation of his brothers,
he had agencies in almost every city, either in the old
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or new world, all of which, under his directions, tran-
sacted extensive business of various kinds.

He may be said to have been the first to introduce
the practice of paying the dividends on foreign loans in
this country ; and, to make them still more attractive,
he fixed the rates in sterling money, thus avoiding all
the fluctuations in exchanges. Besides his foreign loan
contracts, Mr. Rothschild was a purchaser of and large
dealer in all the European government securities. His
great success in loan operations made it a matter almost
of rivalry, with all those states who wanted to borrow
money, to obtain his co-operation.

The judgment he displayed in his dealings in bullion
and foreign exchanges, was, if possible, greater than in
his loan contracts: devolving, as they did, wholly upon
himself and his brothers, they formed a still more im-
portant feature in his general scale of profits.

His management of the business of exchanges was
one of the most remarkable features in his character.

He never hesitated for a moment in fixing a rate
either as a drawer or purchaser of a foreign bill of
exchange on any part of the world; and his memory
was 80 retentive, that, notwithstanding the multifarious
and immense transactions into which he entered on
every foreign post-day on the Royal Exchange, he never
took a note of them ; but, on his return to his office,
could dictate to his clerks the whole of the bargains he

- had made, with the various rates of exchange, and the
names of the several parties with whom he had dealt,
with the most perfect exactness.

Mr. Rothschild was a constant attendant on 'Change
every Tuesday and Friday; and, for years, was in the
habit of planting himself at a particular spot, with his
back to the pillar known to every frequenter of the
Exchange as ““ Rothschild’s pillar;” but, alas, for human
greatness! he was on one occasion doomed to expe-
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rience the sad annoyance, that he had no especial
right to that particular spot. A person of the name of
Rose, possessed of great courage, but little judgment,
one Tuesday afternoon, purposely placed himself on
the spot hitherto occupied by the millionnaire. On Mr.
Rothschild’s approach he requested the party to move.
This was just what the other expected, and what he was
prepared to dispute. He argued that this was the Royal
Exchange, free to all ; and he, as a British subject, had
a right to stand there if he thought fit. This doctrine
could not of course be disputed: but he was told it
was the spot that Mr. Rothschild invariably occupied,
and, as such, ought to be yielded : but no; this dogged
Rose, being a powerful man, defied Mr. Rothschild
and all his tribe to remove him. For nearly three-
quarters of an hour—the most valuable portion of
the Exchange time—did he keep possession of the
pillar; and not until the whole business of the exchange
of the day was jeopardised did this silly personage,
after having, as he said, established his right, retire,
amidst the yells and howls of all the merchants there
assembled.

Mr. Rothschild was not celebrated for his proficiency
in the art of writing : this defect, on one occasion, caused
him some little annoyance. He was travelling in Scot-
land, and, on his return, stopped at the town of Montrose;
and, wishing to replenish his exhausted exchequer, went
to the Bank, and requested cash for a draft of 100/. on ,
his agent in London. He was, however, much surprised
at the refusal of the Bankmanager to honour his cheque,
without, as he said, having the genuineness of the signa-
ture, which he was unable to read, previously accredited,
and for this purpose it must be forwarded to London.
To this arrangement Mr. Rothschild was compelled to
submit ; and as at that time it took six days before an
answer could be received from London he was detained
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. until the reply came, which of course proving favourable,
-he was enabled to pursue his journey.

13
’

Mr. Rothschild died at Frankfort on 28th July, 1836,

.and on the news of his death reaching London* it occa-

sioned a greater sensation on the Royal Exchange than
. was, perhaps, ever produced by any event of a similar
-nature. He was buried on Monday, 8th August follow-
,ing, at the burial ground belonging to the great German
.Synagogue in Duke’s-place, and his funeral was
.attended by upwards of forty carriages, including those
.of the Lord Mayor and Sheriffs, of the merchants and

.bbankers of the city of London, besides several mourning
.coaches containing his family and private friends.

.

The late Mr. Rothschild’s sons, “ the Brothers Roths-

“child,” may be seen almost daily on the Exchange, oc-

.cupying about the same spot as their father did, and
exemphfymg by their unity, which is the bond of peace,
-the good effects of the advice of their grandfather, and
the example of their father and his brothers.

‘# The news was brought by a pigeon, and merely stated « He is dead.”
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CHAPTER III.

FOUNDATION OF THE BANK OF ENGLAND.

Origin of the Bank of England—Debates in Parliament respecting the Bank
—Act for establishing the Bank passed 1694—Directors chosen—Com-
mence active operations at Grocers' Hall in the Poultry—Petition to the
House of Commons to dissolve the Bank rejected—Difficulties of the
infant Bank—Advertise for customers—Issue sealed Bills bearing interest
—Obtain the exclusive privilege of Banking in 1708 —First issue of Bank
Post Bills—Singular trial respecting a Bank Note—First execution for For-
gery of Bank Notes, 1758—A military force first sent to guard the Bank—
Unclaimed dividends the subject of dispute between the Government and
the Bank—Settlement of the question—First issue of Five Pound Notes
—Difliculties of the Bank in 1795—Alarming state of their affairs—QOrder
in Council authorizing the Bank to refuse Gold for its Notes—Issue of One
and Two Pound Notes—Report on the affairs of the Bank—Proposals for
a new Bank—The Bank contribute 200,000l. towards the expenses of
the war.

OuR previous chapters have treated of banking in its
infancy : we have now to detail events relating to one of
the most important banking institutions that exists in
any part of the world; and the history of banking fur-
nishes no example that can at all be compared with it
for the range and multiplicity of its transactions, and for
the vast influence it possesses over public and national
affairs.

Most of the printed proposals for public banks in
England during the seventeenth century seem to have
had that of Amsterdam principally in view; but it is
doubtful whether one exactly after that modelwould have
been suitable for England : what was wanted was, a bank
having circulating notes and bills, but without the hazard
of bankruptcy.

Considerable difficulties were experienced by the go-
vernment in 1691 in raising the annual supplies for the
support of the war with France, when William Paterson,
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a merchant from Scotland, laid a scheme before the mi-
nistry for the formation of a public joint stock bank.

A very curious account of the origin of the Bank is to
be found in a pamphlet, printed in 1717, called “The
Conferences on the Public Debts, by the Wednesday’s
‘Club in Friday-street.” The discussions among the
members of this society excited considerable public at-
tention : both Paterson and Godfrey, the promoters of
the scheme for a bank, belonged to this club, the mem-
bers of which presented a petition to King William, set-
ting forth, among other things, the great advantages of
a public bank ; but at that time their proposal was re-
ceived with suspicion.

Paterson anticipated that the government would
readily incorporate, with certain powers and privileges,
such parties as would advance a considerable sum of
money by way of loan to meet the public exigencies.
Yet, as he himself relates in the account of his trans-
actions in relation to the Bank of England and the
Orphans’ Fund, printed in 1695, “he found it much
more difficult to get it consented to by the Privy Council,
in order to be brought into parliament, than he had at
first apprehended.”

Long debates were held in the privy council, Queen
Mary being present. Many were of opinion that a bank
would not answer, as they were only to have eight per cent.
on the capital advanced: this was not to be wondered
at, inasmuch as the government had been paying inte-
rest in anticipation of the public revenue, varying from
20 to 40 per cent.

Through the interest of Michael Godfrey and other
friends of the project, forty merchants subscribed five
hundred thousand pounds towards the sum of one mil-
lion two hundred thousand pounds, to be lent to the
government at eight per cent. interest, in consideration
of the subscribers being incorporated as a hank.

F2
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When the plan hadbeen properlyadjusted in the cabinet,
and a majority secured for it in the House of Commons
by the influence of Montague, the Chancellor of the Ex-
chequer (who seems to have taken great interest in the
success of the measure), it was introduced to the house.

Its advocates expatiated on the national advantages
that would accrue from such a corporation. They said it
would rescue the nation out of the hands of extortioners
and usurers, lower interest, raise the value of land, re-
vive and expand public credit, extend circulation, conse-
quently improve commerce, facilitate the annual sup-
plies, and connect the people more closely with the
government.” *

The project was violently opposed by a strong party,
who affirmed that “ it would become a monopoly, and
engross the whole money of the kingdom; that, as it
must infalliby be subservient to the government views,
it might be applied to the worst purposes of arbitrary
power ; that, instead of assisting, it would weaken com-
merce, by tempting people to withdraw their money
from trade and employ it in stock jobbing ; that it would
produce a swarm of brokers and jobbers to prey upon
their fellow-creatures, encourage fraud and gaming, and
further corrupt the morals of the nation.”

The monied men also opposed it, lest it should dimi-
nish—as it very soon after did—the exorbitant gains
from the public distresses.

On the 14th of April, 1694, the House of Commons, in
a committee of the whole house, proceeded to the con-
sideration of the establishing of a public bank. One of
the objections to the bill was, that * it did not contain a
clause compelling the bank to make a report on oath to
the Barons of the Exchequer of the yearly sums borrowed
and lent by the corporation.”

The bill was ultimately passed; and on the 25th of

* See “ Macpherson’s History of Commerce,” vol. iii. p. 660,
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April, 1694, King William went in state to the House of
Lords, and gave the royal assent in the usual form.

The “London Gazette” of the 7th of June, 1694,
>ontains a notice appointing commissioners to receive
subscriptions for the new bank, together with a schedule
>ontaining a draft of the charter, which commission
and draft of a charter were signed by the queen.
Another notice appears in the ‘Gazette,” that *“the
commissioners would meet at Mercers’ Hall, Cheapside,
for the purpose of receiving subscriptions for the Bank
>f England.”

Such was the favourable reception this scheme met
with from the public that, in ten days, the whole sum of
one million two hundred thousand pounds was sub-
scribed; and on the 5th July, 1694, a notice appears in
the “ Gazette,” announcing that a meeting would be held
at Mercers’ Hall on the 10th of July, at eight o’clock in
the morning, of all persons who had five hundred pounds
or more interest in the subscribed capital of the bank,
to take the following oath :—*“1, A. B., do swear that the
sum of five hundred pounds by me subscribed, or the
sum of five hundred pounds at least by me subscribed,
is my own proper money for my own use and in my own
right, and not in trust for any other person whatsoever.”
After taking the oath, each person was to give in writing,
rolled up, the names of two of the subscribers as they
should think fit, the one to be the Governor, and the
other the Deputy Governor of the corporation of the
Bank of England. And a further meeting was held on
Wednesday, the 11th of July, for the purpose of choosing
twenty-four other of the subscribers to be Directors of
the said corporation.

Many of the subscribers having neglected to pay up
the full amount of their subscriptions, the following
notice appeared in the “ Gazette” of the 17th Sep-
tember, 1694 :—
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“ The Court of Directors of the Bank of England.:
pursuance of the power to them given, have directed
appointed that the second fourth part of the money st:
scribed be paid to their cashiers at Mercers’ Hall,inChex:
side, London, on or before the 25th day of September:
stant ; of which all persons concerned are desired to ta
notice, to prevent incurring the forfeiture provided -
the Act of Parliament, in case the same be not paid ir:
the Exchequer on or before the 1st of October next.’

The subscribers met on Friday, the 28th Septemb
for the purpose of settling by-laws for the governme
of the corporation, and fixing on a house or place
business, when it was agreed that the Bank should cez
mence its operations at Grocers’ Hall, in the Poultr
and onthe Istof November they gave notice, that aftert:
Ist of January, 1695,they would lend money on mortga:
and real securities after the rate of 5 per cent.per annu

The charter of the Bank of England enumerates.
some length, the fundamental principles of the corpor
tion; and displays, in the manner in which it is drav
up, a considerable extent of knowledge of comme
cial affairs. Instead, however, of obtaining exclusi
privileges of trading, which a century before would hss
been an object of ambition with a society of merchan:
the bank was restricted to the dealing in bills of exchan:
and in gold and silver. It was prohibited from takir
part in any mercantile concern; but it was authorised:
make advances, like the banks at Amsterdam and H
burgh, on the security of merchandize lodged with it «
pledged to it by written documents. The latter descrir
tion of business, it was thought, would form a princi |
source of profit.

On the 1st of January, 1695, the Bank commence
active operations at Grocers’ Hall, in the Poultry ; an
on the 11th of February the following advertisement ap
peared in the “ London Gazette ” :—
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“The Court of Directors of the Bank of England
hereby give notice, that they have empowered their
cashiers, Mr. Thomas Speed, Mr. Robert Hedges, and
Mr. Thomas Madolees, or any one of them, and no
other, to give notes on behalf of the Governor and Com-
pany of the Bank of England, either for payment of
money or bills, for which they are to be accountable.”

On the 19th of January, 1695, a petition from several
merchants and traders of the city of London, on behalf
of themselves and others, was presented to the House
of Commons, setting forth, “That by an Act made the
last session of this parliament, for granting to their
Majesties a duty upon the tonnage of ships, &c., and by
virtue of their Majesties’ letters patent in pursuance of
the said Act, a corporation of the Governor and
Company of the Bank of England is established to receive
and manage the sum of 1,200,000/.; which said bank,
as the same is and may be managed, is ruinous and
destructive to trade in general, injurious to his Majesty’s
revenues, prejudicial to the lands and manufactures of
this nation, and is only a private advantage to the said
corporation.”

This petition was taken into consideration on Tuesday
the 22nd of January, 1694-5, when the petitioners,
together with' the Governor and Directors of the Bank,
attended the House, and were informed that their
petition could not be received.

This decision of the House of Commons was considered
conclusive as to the degree of protection which the
Bank might calculate upon receiving from the govern-
ment; but it had the effect of causing the publication of
sharp and bitter animadversions upon its management,
and of the retirement of several of the directors.

None of the notes issued by the Bank at this time
were under twenty pounds; and from this period the
Bank commenced discounting mercautile bills of ex-
change. The rate of discount charged, fluctuated at
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first, but was usually between 4} and 6 per cent. A
distinction was at first made in this respect in favour of
persons who used the Bank for purposes of deposit; for
such persons inland bills were discounted at 4}, and
foreign bills at 3 per cent., while to all other persons
the rate was 6 per cent. upon both descriptions of bills.

Although the Bank advertised in the “Gazette” of the
6th of May, 1695, that they would advance money on
pawns, loans on goods were seldom applied for; and,
indeed, the corporation appear to have made little use
of this part of their privileges, confining their operations
exclusively to banking, including therein the dealing in
bullion of gold and silver, the receiving of deposits, the
discounting of bills of exchange, the advances of money
to the public on the faith of Acts of Parliament, and the
circulation of their own sealed bills, which bore interest,
and of their cash notes, which bore no interest.

So early as the 15th of August, 1695, the Bank called
in their “ marbled notes,” some having been forged.

The infant Bank encountered serious difficulties in
1696 and 1697, partly owing to the decree passed by
Lord Chaucellor Somers, reversing the decision ~of
the judges in favour of the bankers whose money had
been seized by Charles the Second. This refusal to
acknowledge a debt which James the Second had recog-
nized, increased the opposition to the financial measures
of the government. The seizure of the money in the
Mint by Charles the First was denounced as a robbery,
and the stoppage of payment by his son was stigma-
tized as swindling, in the uncourteous language of the
PURITANS.

Another cause of difficulty arose from the Bank
having taken in exchange for their notes the clipped
and otherwise diminished silver money at the legal or
par value by tale and guineas at 30s. each; for which
they issued notes payable on demand, before having
received from the Mint a sufficient quantity of the new
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silver coin for answering the daily demands on them ; so
that their notes fell to a discount of seventeen to twenty
per cent.; and it was no uncommon thing for a trader
to purchase bank notes at the reduced value, and pay
his debts with them to the full amount they represented.

The avenues of the Bank were no longer frequented
by men solicitous, as in 1695, for notes, even at a
premium, in exchange for coin alarmingly depreciated ;
but were now eagerly crowded by those who were
anxious to get the standard coin in return for their
notes.

The directors of the Bank spared no exertion to
correct this state of things: they made two separate
calls of twenty per cent. on their capital, which had not
been called in from the proprietors : this was the means
of withdrawing from circulation notes amounting to
480,0001.

The floating debts of the government, which were
then sometimes called exchequer tallies, were thrown
into the market, till the extent of the discount made it
ruinous to part with them, and money was borrowed at
an interest of six or seven per cent. on sealed bills, to a
great amount, in exchange for cash notes.

The Parliament at last took the distressed state of the
Bank into consideration, and permitted them to increase
their capital by new subscriptions ; but it was stipulated
that the old capital of 1,200,0001. should be first paid up.

Doctor D’Avenant, in his discourse on the public
revenue and trade of England, says, “ This second bank
subscription, being founded upon parliamentary security
for making good the deficient tallies, was formed by
receiving those tallies at par, for which the owners had
only given 50 to 60 per cent.”

The same author, in page 265, remarks, that it “would
be for the greatest good of trade, if the Bank of England
were restricted by law from allowing interest on running
cash, as was the case at this time ; for the ease of having
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three or four per cent. without trouble or hazard mus
be a continued bar to industry.”

The Bank did not require any legislative interference
to restrain them from allowing interest on deposits : they
were too glad to discontinue the practice, not for the
reasons assigned by the learned doctor, but because
it would augment their profits; and we cannot trace
that they have, at any time since, renewed the practice.

On the 4th of December, 1696, the governor and
directors of the Bank attended at the bar of the House
-of Commons, by order of the house, and presented to
the house a state of their affairs, as follows : *

“ DR.

To sundry persons for sealed bank £ s d

bills standing out . . . . . 893,800 O 0
To ditto ditto on notes for running

cash . . . . . . . . . 764196 10 6
To moneys borrowed in Holland . . 300,000 0 ¢
To interest due on bank bills stand-

ingout . . . . . . . . 17,876 0 0©
Tobalance . . . . . . . . . 125316 21

£2,101,187 13 5

“CRr.
By tallies in several parliamentary

funds . . . . . 1,784,576 16 5
By 4 year's deﬁclency of the fund of

100,000!. per annum . . . 50,000 O 0
+By mortgages, pawns, securities,

andcash . . . . . . . 26661017 0
London, Nov. 10th, 1696 £2,101,187 13 5

Examined by order of the Court of Directors,
Per THOMAS MERCER.

* See Journals of the House of Commons for December, 1696, for
further particulars of the affairs of the Bank.

t+ This item includes 35,664/. 1s. 10d., cash, which it appears was all
the Bank had in hand to pay their notes, amounting to 1,657,9961. 10s. 64.
Vide Journals of the House of Commons, 1696.
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Among other devices to put off the payment of their
notes, the Bank advertised in the “Gazette” as follows:—
“ That such who think it fit for their convenience to keep
an account in a book with the Bank, may transfer any
sum under five pounds from his own to another man’s
account,” which was adopting the method of the bank
at Amsterdam.

The Bank also caused another advertisement to be in-
serted in the “Gazette” of the 6th May, 1697, calling
upon ‘““the defaulters of the last call of 20 per cent.,
which should have been paid bythe 10thNovember, 1696,
and also those indebted to the Bank upon mortgage,
pawns, notes, bills, or other securities, to pay in the said
20 per cent., and the principal and interest of their se-
curities, by the 1st of June next.”

On the 21st of June, 1697, in a then well-known
newspaper called “The Postman,” the following para-
graph appears :—‘ Bank notes were yesterday between
thirteen and fourteen per cent. discount.”

Many persons supposed that it was the intention of
the Bank to withdraw from circulation the whole of its
notes; for in a report of the arguments used at a meet-
ing of proprietors of bank stock to take the measure
into consideration, the engrafting of the additional
capital was supported on the following grounds:—

“ First—That all their bills and notes will be brought
in with the tallies, and so at once help them out of
debt.

‘ Secondly — As a natural consequence of the former,
their bills and notes will then be at par, or equal to
money, for the payment of debts or bills of exchange.

“Thirdly—That being once out of debt, and their
bills or notes equal with money, they may begin to es-
tablish a new and lasting credit.

‘ Fourthly—That the Bank cannot otherwise recover
their credit in many years; and that, till their bills or
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notes go current again at par with money, the present
proprietors cannot expect any dividend either of profit
or interest.”

The amount subscribed on this occasion did not ex-
ceed one million, and consequently only eight hundred
thousand pounds in tallies and two hundred thousand
pounds in notes were paid into the bank, which sum
was much below what was expected.

The amount of the additional capital to be engrafted
on the Bank was neither limited by the committee of |
the House of Commons, appointed to take into con-

|
|
|

sideration the state of the public credit, nor by the
Act of Parliament founded on the resolutions of the
committee.

The 8th and 9th William III. cap 20, enacted, inter
alia, that the capital stock of the Bank was to be exempt
from any tax. No contract for the sale of the stock was
to be valid, unless registered within seven days in the
Bank books, and actually transferred within fourteen |
days. No act of the corporation, nor of its court of |
directors, nor sub-committees thereof, should subject
the particular share of any member to forfeiture, which
shares, however, were to be subject to the payment of
all the just debts contracted by the corporation. By
this Act it was made felony to counterfeit the common
seal of the Bank affixed to their sealed bills, or to alter
or erase any sum in, or any indorsement on, their sealed
notes, signed by order of the said governor and com-
pany, or to forge or counterfeit the said bills or notes.
Members of this corporation were not to be subject to
bankruptcy, merely by reason of their bank stock, which
moreover was not to be liable to foreign attachment.

This is all that is essentially necessary to be recited
from this long and important Act of Parliament.

It is almost incredible that, in a few months after
the passing of the above Act, the stock of the Bank
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given to the holders of exchequer tallies, which before
engraftment had been at 40 to 50 per cent. discount,
should be currently sold at 112 per cent.

We cannot permit this early crisis in the affairs of the
Bank to pass without notice. The first remark which
has no doubt obtruded itself on the attention of the
reader is, the extreme imprudence of the Bank in issuing
paper, for which they bound themselves to pay the full
value, and receiving in exchange depreciated coins.
Nothing but the close connection subsisting between
the government and the Bank could have justified such
ruinous proceedings on the part of the latter.

One consequence resulting from this imprudence was,
the doubling the amount of their issues; and, in order
to protect the Bank in this and all future issues of their
paper, the forging or altering any of their sealed bills or
notes was made felony. Why the Bank of England,
already possessed of too much power, and regarded by
many as a pernicious monopoly, should have such ex-
traordinary protection, while other issuers of notes in
the metropolis were left, in this respect, entirely unpro-
tected, we are at a loss to determine.

By the 5th of Queen Anne, the Bank was empowered
to call in money from their proprietors, to enable the
corporation to circulate exchequer bills, by which
power there was another temporary addition to their
old capital, which had before been reduced to its origi-
nal sum of 1,200,000/. This temporary addition to
bank stock was 1,001,171/ 10s. which made the whole
stock amount to 2,201,171/, 10s.; and by this Act the
bank was to remain a corporation until the redemption
of 1,500,000!. exchequer bills, which the Bank had
agreed to circulate at 4l. 10s. per cent. per annum.

This was the first time that the Bank of England
undertook the circulation of exchequer bills, by which
measure they secured the favour of the government.
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In this year, 1706, the Bank again issued sealed bilk,
the better to enable them to perform ‘ their contract:
with the government,” bearing interest at two penct
per cent. per day, or 3l. per cent. per annum.

The increasing riches and influence of the Bank in-
duced many wealthy individuals to connect themselve:
by deeds or covenants, and borrow large sums of money
as bankers, which induced this jealous, vigilant, and
active corporation to procure the following clause to be
inserted in the statute of the sixth of Anne:

“ That during the continuance of the Governor anc’
Company of the Bank of England, it shall not be lawfu
for any body politic or corporate, united or to be united
other than the Governor and Company of the Banko
England, or for other persons whatsoever, united ortv
be united in covenants or partnerships, exceeding tht
number of six persons, in this part of Great Britain
called England, to borrow, owe, or take up, any sum of
sums of money on their bills or notes payable on de-
mand, or at any less time than six months from the bor-
rowing thereof.” : |

By this same Act of Parliament, the Bank was 0
remain and be an established corporation, notwithstand
ing the Acts of the 5th and 8th of King William ; and al |
their former privileges were now confirmed, as also their
original annual fund of 100,000l, until the wholt
1,600,000!. should be paid off, and also the annuity of
106,56017. 13s. 5d.; and until all the exchequer bills t
be issued pursuant to this Act should have been called in,
and payment made for circulating them. Then, and po!
till then, the corporation was to cease and determine.

The above sum of 106,5010. 13s. 5d. was to be the
interest, at 6 per cent. of the 1,775,027!. 17s. 10d.

The Bank was authorised * to make dividends to their
members of their principal or capital stock,” as they
afterwards did of the 1,775,0271. 17s. 10d., which prin-

B s RN e —g————— — — — — ——H—T—J
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cipal stock “ was always to remain at least equal to all
the debts they owe.” .

During this reign the Bank had been extremely con-
venient and useful to the government; and, in order to
enable that corporation to be further beneficial, by

- assisting in raising the supplies, the House of Commons,

in 1708, sanctioned a scheme whereby the Bank was
to circulate 2,500,000 exchequer bills; in which year
the whole supply voted amounted to about seven mil-
lions. An Act of Parliament therefore passed this year

- For enlarging the capital stock of the Bank of Eng-

land, and for raising a further supply to her Majesty
for the service of the year 1709,” wherein the Act for
establishing the Bank, and all the subsequent statutes,
were in part recited.

In consequence of this Act, her Majesty granted a
commission under the great seal, dated the 16th of
February, 1709, to Sir Thomas Abney and others, “ to
take subscriptions for doubling the bank stock, by
selling their said additional stock at the rate of 115/,
for every 100l. subscribed ;” all which was subscribed

- for between the hours of nine in the morning and

one in the afternoon on the first day of opening the
subscription books. This was by foreigners esteemed
a pregnant proof of the great wealth of the nation,
more especially as nearly one million more would have
been on the same day subscribed, had it been required,
so great was the crowd of people coming with their
money to the Bank.

The Bank obliged themselves to advance to the go-
vernment 400,000/., without any additional allowance of
interest for the last named sum, which made their
original capital of 1,200,000/., at eight per cent., amount
to 1,600,000!., at 6 per cent interest, to commence from
the Ist of August, 1711.
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Thus the bank capital, a part of

which was only temporary, was . 4,402,343 0 0
By the 400,000/. now further ad-

vanced . . . . . 400,000 0 O

The total was . . . . £4,802,343 0 O
In consideration of which sum of

400,0001. so lent, without any ad-

ditional interest, their exclusive

privileges as a bank were pro-

longed to one year’s notice, after

1st August, 1732. But the Bank

were to pay off and cancel all the

exchequer bills which had been

before issued, amounting, with in- ‘

terest at 6 per cent., to . . 1,775,027 17 10

£6,577,370 17 10

The engagements which the Bank had entered into
were no doubt of great service to the government of
Queen Anne, as they enabled the minister to continue
the war ; but whether they were of service to the nation
is a matter of doubt. One thing, however, is certain :
that every operation was in itself of great advantage to
the Bank ; for they received interest upon the money
they lent equal to or above what was the then current
rate of interest for money.

Yet, nevertheless, they were not satisfied with the
advantages which every one of their engagements had
produced ; for the Bank stipulated for, and the minister
agreed to grant them, an extension of their charter,
with all its privileges, for twenty-two years.

Thus it appears, that for this long continuance of their
term the Bank did not pay anything to the public:
they only lent sums of money, for which they were to
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have a very high rate of interest till repaid; and,
again, in the same reign, they obtained, by the same
means, a new prolongation of their term upon twelve
months’ notice, after the first of August, 1742. A few
years after this latter prolongation of their charter,
the government made the following proposition to the

Bank, to which the directors had the good sense to

accede :—

Ist. That the Bank should accept an annuity of
88,7511. 7s. 10d., after Midsummer 1718, in lieu
of their then present annuity of 106,5011. 14s. 5d.,
until the principal sum of 1,775,027!. 17s. 10d.
should be repaid.

2nd. That the Bank should discharge and deliver up
to be cancelled, exchequer bills to the amount of
2,000,0007., and, in lieu of the former interest and
advantages, should accept an annuity of 100,0001.,
to commence from Christmas 1717, until the prin-
cipal should be repaid.

3rd. That the Bank should continue to circulate the
remainder of the exchequer bills, amounting to
2,561,0250, at an allowance of 3 per cent. per
annum; and they agreed that from Christmas
1717 these bills should carry an interest of ouly
one penny per cent. per day; and, further, that
from that period the allowance of 45,000.. and
8,000!. should cease and determine.

The above were, no doubt, favourable terms for the
public: indeed, the Bank could not at this time with
any decency refuse to agree to them; for, the minister
having at the same time applied to the South Sea
Company, who agreed to accept an annuity of 500,0001.
after Midsummer 1718, in lieu of the annuity of
600,000/, which they were entitled to upon their capital
of 10,000,000/., and also to advance, at any time before
Christmas 1717, the sum of 2,000,000/ for the public

(e}
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service, at five per cent. per annum interest, a rival-
ship between these two great corporations was by some
parties looked upon as inevitable.

A few years after, the Bank of England bought
4,000,0001. of the stock of the South Sea Company, and
took subscriptions for sale of the newly engrafted stock
at 118l. per cent. and sold 3,389,830l. 10s. which pro-
duced in money the exact sum due to the South Sea
Company, viz. 4,000,000/, so that in their corporate
capacity they gained 610,169l. 10s. bank stock.

The whole sum due from the public to the Bank at
this time, viz. 1722, amounted to 9,375,0271. 17s. 103d.
but the capital stock of the Bank upon which it paid
dividends to its proprietors was only 8,959,9951. 14s. 8d.
For an account of the various alterations in the amounts
and interest of the permanent debt due by the govern-
ment to the Bank, we refer our readers to the Appendix.

In the year 1725 an additional Act was passed,
making it felony to alter, forge, or counterfeit bank
notes, or to erase or alter any indorsement thereon, or
to tender in payment, either by exchange or barter, any
such bank note, knowing the same to be altered, forged,
erased, or counterfeited, with intention to defraud the
Bank, or any other body politic.

On the 14th December, 1738, the Bank of England
issued the following notice :—“That upon a repre-
sentation of his Majesty’s Postmaster-General, they are
ready to give to such as desire it bills payable at seven
days’ sight, that, in case of the mails being robbed, the
proprietors may have time to give notice thereof.”
This is the first instance on record of the issuing of
bank post bills, which have since proved so profitable to
the Bank and convenient to the public.

The influence this corporation had by this time
obtained, even over the minds of juries, is strongly
exemplified by the following remarkable result respect-
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ing a bank note. It appears that in the month of De-
cember, 1740, a personin the garb of a clergyman pur-
chased plate amounting to 69l. 5s. of a goldsmith of the
name of Willdy, and tendered a bank note for 70/ in
payment, receiving the difference. The shopkeeper,
dubious of his customer, sent to the Bank to ascertain
whether the note was genuine, and was informed that
it was a good note, whereupon the plate was delivered
up. In the afternoon of the same day the note was
paid by the Bank. Four days after the payment of the
note, a Bank clerk waited upon Mr. Willdy, and told
him the note was forged, demanding the return of
the money, which was refused ; whereupon Mr. Charl-
wood, the Bank clerk, commenced an action, and after
‘a trial which lasted several hours the jury brought in

a verdict for the plaintiff.

In consequence of the progress of the Rebellion, a

-very alarming and extensive run for gold took place on

the Bank of England; and on Thursday the 26th Sep-
tember, 1745, a meeting was held at Garraway’s Coffee-
house of the principal merchants and traders of London,
for supporting the credit of the Bank of England, when
the following resolution was passed : —

“We, the undersigued merchants and others, being
sensible how necessary the preservation of public credit
is at this time, do hereby declare that we will not refuse
to receive bank notes in payment of any sum of money
to be paid to us, and we will use our utmost endea-
vours to make all our payments in the same manner.”

This resolution received 1,140 signatures in one day ;
and on its being known, the run on the Bank, which
had coutinued for some days, ceased : it was said gold
was wanted for the rebels; but the authorities at the
Bank disappointed the parties by paying them in silver.

On Monday the 27th of March, 1758, Richard Wil-

e
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liam Vaughan was committed to Newgate for forging
the notes of the Bank of England. He was tried and
convicted on the 7th of April, and executed on the 1st
of May : this is the first instance on record of any one
suffering death for forging bank notes.

In the month of May, 1764, two notes of 100l. each,
dated in 1696, were presented to the Bank for payment :
they were discovered in an old family bible, where it was
supposed they had lain ever since: the following is a
description of them: “They are as large as an Indian
bond, and the figure of Britannia is on the top of them ;
they contain about six times the writing that our pre-
sent notes do; there is a reference to and quotation
from the charter of the Company, and bear to be paid
by ten pounds a time, and to have a penny a day
interest for one year.” Since payment they have been
shown as a curiosity.*

During the tremendous riots in 1780 the Bank was
exposed to considerable danger. Had the mob attacked
the Bank at the commencement of the riots, the conse-
quences might have proved fatal to its very existence.
Fortunately, however, they delayed the attack until
time had been afforded for providing a sufficient guard
to insure its safety. Since that period a considerable
military force is nightly marched into the interior of
the Bank, as a protection in any emergency that may
occur.

The peace of 1783 relieved the country from a most
arduous and expensive contest. A state of confirmed
peace directed thousands of men and millions of capital
to a productive purpose. The public gradually reco-
vered from the apprehension of loss of power caused by
the separation of the North American colonies. Our
town population increased ; our manufactures expanded,

* Scots Magazine, vol. xxvi. p. 629,
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favoured as they were by the easy conveyance of fuel,
raw materials, and bulky goods, on canals. An addi-
tional cause of this prosperous state of things may be
found in the animating effect of country banking,
which at this time was extended without being abused.
The revenue improved slowly but progressively, and
the minister of the Crown was enabled to conduct our
finances during ten years without any aid from the Bank
beyond that of temporary advances.

At a meeting of the Bank proprietors on the 20th of
March, 1791, the Governor acquainted the court that
a Bill was before Parliament to appropriate the sum of
500,000/. out of the unclaimed dividends in the hands
of the Bank, for the use of the Government.

During the pending of the Bill in Parliament, various
remonstrances were made by the Bank against the
measure, not only by petition to the House of Com-
mons, but privately to Mr. Pitt. The Bill, however,

- passed the third reading, and then the Minister and the
Bank compromised the matter by the latter lending the
Government 500,000!. without interest, and for so long
a period as the sum of 600,000!. in unclaimed dividends

- should remain in the hands of the Bank.

If the conduct of the Bank of England in regard to
the unclaimed dividends had been based on justice, they
would not have continued the practice of concealing,
with a view to converting to their own use, the un-
claimed dividends. So tenacious, however, were they
of securing the profits derivable from this source, that
Bank clerks were afraid to apprize individuals of
dividends being due to them, lest they should be dis-
charged from their situations.

At length the interference of the ministers extorted
from the Bank Directors the publication of a list of
these dividends, which, as Mr. Pitt justly observed,
“belonged to the public, on whose behalf and as whose



86 FIRST ISSUE OF FIVE-POUND NOTES.

agents the Bank of England paid them, and not to
the proprietors of that corporation.” *

At the close of the year 1792, the affairs of France
unfortunately assumed an aspect which led to a sudden
relinquishment of a state of peace, and of the various
reforms for which that state is indispensable.

The transition from peace to war was unexpected,
and the shock to our productive industry consequently
very great. The circulation of our country banks had
increased, and a number of manufacturing and other
establishments had been formed on the supposition of
a continuance of the peace, and of a low interest of
money. All this was now reversed: hence that suc-
session of failures among merchants and country bankers
which gave so gloomy a colouring to the early part of
1793, and led to a heavy drain of specie from the
Bank.

The commercial embarrassments were at that time
attributed to temporary causes, and not to a deficiency
of coin. Yet we find that, although the quantity of
foreign gold purchased by the Bank in this year greatly
exceeded the quantities purchased in the three preceding
years, the cash and bullion in the Bank were reduced
very much below the ordinary amount.

In 1793 the Bank of England first commenced an
issue of five-pound notes.

* By a recent return to an order of the House of Commons of the
sums issued for the payment of dividends due and not demanded from
the 5th of April, 1846, to the 5th of January, 1847, it appears that the
gross total amounted on the 5th of April, 1846, to 1,108,118/. of which
135,023L. remained in the hands of the Bank, the remainder being
advanced to the Government ; and that the amount of the dividends due,
and not demanded, on the 5th of July, 1846, was 1,098,556L of which
100,000!. remained in the hands of the Bank. On the 10th of Octo-
ber, 1846, the amount was 1,017,980/ of which 100,000!. remained in the
hands of the Bank ; and on the 5th of January, 1847, 1,088,819i., of
which 170,838/. remained in the hands of the Bank.
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We are now approaching one of the most important
and critical periods in the history of the Bank of
England. We, therefore, propose to give somewhat in
detail a gradual developement of its condition, and
the real causes which led to the final suspension of all
payments in cash, together with the consequences which
followed that suspension.

On the 15th of January, 1795, the Court of Directors
of the Bank of England passed a resolution, that the
Chancellor of the Exchequer be requested to make
such arrangements in his finances of the present year
a8 not to depend on any further assistance from them
beyond what had been already agreed on; and on the
16th of April the Governor and Deputy Governor were
directed to wait on Mr. Pitt, to express the uneasiness
they felt at being called upon to pay upwards of two
millions in treasury bills, and to request that he would
be pleased to provide for their discharge.

On the 8th of October, 1795, the Court of Directors
sent a written paper to the Chancellor of the Exchequer,
purporting that the very large and continued drain of
bullion and specie which the Bank had lately experi-
enced, arising from loans and other subsidies, together
with the prospect of the demand for gold not appearing
soon to cease, had excited such apprehension in the
Court of Directors that, on the most serious deliberation,
they deemed it right to communicate to the Chancellor
of the Exchequer the absolute necessity they con-
ceived to exist for diminishing the sum of their present
advances to the government, * the last having been
granted with great reluctance on their part; and then
only on his pressing solicitations and statement that
serious embarrassments would arise to the public service,
if the Bank refused.”

No reply was made to this application, or any steps
taken by Mr. Pitt to relieve the Bank from the diffi-
culties in which they found themselves ; but they were
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left to struggle through them as best they might. The
Directors of the Bank waited on the minister on the
25th of the same month on the subject of a contemplated
loan to the Emperor of Austria. Mr. Pitt said in reply
that he had no idea of such a loan, but could not
pledge himself to the contrary. The Governor thanked
him for his answer; which, he told Mr. Pitt, he
received with pleasure, thinking, as he said, “ that
another loan of that sort would go nigh to ruin the
country.”

Several communications of a like import appear to
have passed between the Directors and the minister
from this time till the 20th of July, 1796, on which day
Mr. Pitt addressed a letter to the Court of Directors,
requiring several advances of money, including the pay-
ment of the Treasury bills; and, after a debate on the
subject of the letter, the court came to several resolu-
tions, which resulted in a compliance with the Minister’s
request, with this significant addition, that such com-
pliance be accompanied with a MOST SERIOUS AND
SOLEMN RESOLUTION, which, for the justification of
the court, they desire may be laid before His Majesty’s
Cabinet. This remonstrance concluded as follows :—

“ They (the Court of Directors) beg leave to declare
that nothing could induce them, under present circum-
stances, to comply with the demand now made upon
them but the dread that their refusal might be produc-
tive of a greater evil; and nothing but the extreme
pressure and exigency of the case can, in any.shape,
justify them for acceding to this measure ; and they ap-
prehend in so doing they render themselves totally inca-
pable of granting any further assistance to government
during the remainder of this year, and unable to make
the usual advances on the land and malt taxes for the
ensuing year, should those bills be passed before Christ-
mas. They likewise consent to this measure in a firm
reliance that the repeated promises so frequently made



BANK IN 1795. 89

to them, that the advances on the Treasury bills should
be completely done away, may be actually fulfilled at the
next meeting of Parliament, and the necessary arrange-
ments taken to prevent the same from ever happening
again, as they conceive it to be an unconstitutional mode
of raising money ; what they are not warranted by their
charter to consent to; and an advance always extremely
inconvenient to themselves.”

By this confession on the part of the Bank, it appears
that they were in the habit of violating that clause in
their charter which prohibits them lending any money
to the King without the consent of Parliament; and at
last it became so apparent to the Board of Directors
that, by paying the Treasury bills without the sanction
of Parliament, they laid themselves open to the penalty of
the Act of William and Mary, that, fearing the conse-
quences of a continuance in such a course of proceeding,
they got a clause introduced into a Bill in Parliament,
repealing so much of the Act of William and Mary as
related to the penalty, which was a forfeiture of the sum
so paid, one half to go to the informer. This would have
been a very serious affair to the Bank. It was originally
intended that the penalty should be taken off only in case
the advances on Treasury bills should exceed, at any
one time, the sum of 500,000l ; but the clause went
through the House without any such restriction.

On the 9th of February, 1797, the Court of Directors
ordered the Governor of the Bank to tell Mr. Pitt, that,
under the present state of the Bank’s advances to go-
vernment, to agree to his request of making a further
advance of 1,500,0001. as a loan to Ireland,would threaten
ruin to the Bank, and most probably bring the Directors
under the necessity of shutting up their doors.

These several remonstrances to the minister seem to
have had little or no effect; and the result antici-
pated, viz., a stoppage of the Bank of England, took place
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even at an earlier period than the Directors themselves
calculated upon.

The run—to speak in commercial phraseology—com-
menced upon some of the country bankers; and the
great demand for specie to supply them, induced the
Directors to lay the state of their affairs before the mi-
nister; in consequence of which the following results
took place :—

¢ At the Council Chamber, Whitehall, February 26th,
1797, by the Lords of his Majesty’s most Honourable
Privy Council ; present the Lord Chancellor, the Lord
President, the Duke of Portland, Marquis Cornwallis,
Earl Spencer, Earl of Liverpool, Lord Grenville, Mr.
Chancellor of the Exchequer :

“ Upon the representation of the Chancellor of the
Exchequer, stating, that from the result of the informa-
tion he has received, and of the inquiries which it has
been his duty to make respecting the effect of the un-
usual demand for specie that has been made upon the
metropolis, in consequence of ill-founded alarms in dif-
ferent parts of the country; it appears that, unless some
measure is immediately taken, there may be reason to
apprehend a want of a sufficient supply of cash to answer
the exigencies of the public service. It is the unani-
mous opinion of the Board, that it is indispensably
necessary for the public service that the Directors of the
Bank should forbear issuing any cash in payment until
the sense of Parliament can be taken on that subject,
and the proper measures adopted thereupon for main-
taining the means of circulation, and supporting the
public and commercial credit of the kingdom at this im-
portant juncture. And it is ordered, that a copy of this
minute be transmitted to the Directors of the Bank ;
and they are hereby required, on the ground of the exi-
gency of the case, to conform themselves thereto until
the sense of Parliament can be taken as aforesaid.

Signed “W. FAWKENER.”
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On the Monday morning the following notice was
issued by the Bank :—

“In consequence of an order of his Majesty’s Privy
Council, notified to the Bank last night, a copy of which
is hereunto annexed, the Governor, Deputy Governor,
and Directors of the Bank of England, think it is their
duty to inform the proprietors of the bank stock, as
well as the public at large, that the general concerns
of the Bank are in the most affluent and flourishing
situation, and such as to preclude every doubt as to the
security of its notes. The Directors mean to continue
their usual discounts, for the accommodation of the
commercial interests, paying the amount in bank notes ;
and the dividend warrants will be paid in the same
manner.”

Great alarm was excited throughout the city on the
‘appearanceof this notice,and a meeting of the merchants,
bankers, &c. was held at the Mansion-house in the after-
‘noon of the same day, when a resolution, precisely simi-
lar to the one passed in 1745, was unanimously adopted.

By the order in Council the Directors of the Bank
‘were restrained from doing—what in fact was phy-
sically impossible for them to do; and were indulged
‘'with the liberty of exchanging one promise to pay
for another promise to pay. Yet, notwithstanding this
'suspension of cash payments, which forms a most me-
morable era in the history of political economy, the
credit of the Bank immediately revived, and their notes
were circulated more freely than ever, and retained the
same degree of credit as when, according to the tenor
of their promise, they were honoured with an immediate
payment in specie.

To those who have regarded the patient acquiescence
of the nation in all the ruinous and contradictory
measures of this period, neither this, nor perhaps any
other, instance of credulity will appear surprising.
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The Bank were determined to act up to the letter
and spirit of the order in Council ; for they even refused
to furnish the bankers of the metropolis with a sufficient
quantity of specie to pay the fractional parts of the
cheques drawn on them ; and in reply to the application
of the Committee of Bankers, stated, “ They could not
spare the specie;” at the same time informing the
Committee,  that the cashiers of the Bank were
employed, night and day, by rotation, in preparing one
and two pound notes, which they hoped would be ready
by the following Monday.”

The bankers then waited on Mr. Pitt, to request his
interference in procuring them a certain quantity of
specie, to meet the demands of their customers. The
minister returned for answer, that they could not have
““more than 1000 guineas each;” with which they were
obliged to be content.

The moment the Bank of England on authority refused
to pay their notes, the Legislature without doubt became
responsible for the validity of that currency which they
had hitherto only connived at.

On Monday, the 27th of February, Mr. Pitt presented
to the House of Commons a message from the King,
importing, that “the peculiar nature and exigency of
the case appeared to require, in the first instance, the
measure contained in the order in Council which his
Majesty had directed to be laid before the House, that,
in recommending this important subjectto the serious
attention of the House of Commons, his Majesty relied
with the utmost confidence on the experienced wisdom
of his Parliament for taking such measures as might be
best calculated to meet any temporary pressure,” &c. &c.

On the minister moving for a Select Committee for
examining the affairs of the Bank, Mr. Fox, speaking
on this question, said, ‘ Every man who read this order
in Council was struck with this enormity in it, that, for
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the first time in the history of this country, an order in
Council had violated public credit, and compelled the
Bank to stop payment. This was not only to impair,
but destroy ; for the value and use of the Bank consisted
in this, that its notes were convertible at pleasure into
gold and silver. Of all the modes of settling this affair,
the plan which the minister had adopted was the most
dangerous: it-never would be out of the memory
of the people. It would be recollected with terror, that
whatever our constitution might be on paper, whatever
its provisions for the protection and security of property,
one word from the King could destroy both.” He con-
tended, that there could not be contrived a measure
more violent and repugnant than that of the minister
sending an order to the Bank to refuse payment to the
public creditor.
About this period funded property was more depre-
ciated than it ever had been since the funds were created.
.It may probably be an object of curiosity to see the
extent of the variation in this respect at two different
periods. The highest price at which the funds had
ever been, previous to 1797, was, if we mistake not, as
follows : '

Three per cent. Consols, 9th of March, 1792, 97,

Four per cents. . . . 13th » 1792, 1053
Five per cents. . . . 1stof February, 1792, 120
Bank Stock . . . . l4th » 1792, 219

A little more than a month after the Bank of England
had suspended its payments in cash, the funds.stood
thus: .

Three per cent. Consols, 5th of April, 1797, 47}

Four per cents. . . . 6th ' 1797, 603

Five percents. . . . ,, ’ s 12%

Bank Stock . . . . ’ , 121%
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On the 3rd of March, 1797, a Committee of the
House of Commons presented the following report : —

“The Committee appointed to examine and state the
total amount of outstanding demands on the Bank of
England, and likewise of the funds for discharging the
same, and to report the result thereof to the House,
together with their opinion of the necessity of providing
for the confirmation and continuance for a time, to be
limited, of measures taken in pursuance of the minute
of Council, on the 26th of February last, and who are
empowered to report their proceedings from time to
time to the House, have, pursuant to an order of the
House, proceeded to examine into the several matters
referred to their consideration, and have unanimously
agreed to the following report, viz. :—

“Your Committee have examined the total amount
of outstanding demands on the Bank of England, and
likewise of the funds for discharging the same, and think
it their duty, without loss of time, to state those total
amounts, and to report the result thereof to the House.

“ Your Committee find upon such examination that
the total amount of outstanding demands on the Bank,
on the 25th of February last, to which day the accounts
could be completely made up, was 13,770,390!. and
that the total amount of the funds for discharging those
demands, not including the permanent debt due from
the Government of 11,686,800!., which bears an interest
of three per cent., was, on the same 25th day of Febru-
ary last, 17,597,280/., and that the result is, that there
was, on the 25th of February last, a surplus of effects
belonging to the Bank bheyond the amount of their
debts, amounting to the sum of 3,826,890!., exclusive
of the above mentioned permanent debt of 11,686,8001.
due from Government.

“ And your Committee further represent that, since
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the 25th of February last, considerable issues have been
made by the Bank in bank notes, both upon govern-
ment securities and in discounting bills, the particulars
of which could not immediately be made up; but as
those issues appear to your Committee to have been
made upon corresponding securities, taken with the
usual care and attention, the actual balance in favour
of the Bank did not appear to your Committee to have
been thereby diminished.”*

According to an account delivered into the House of
Commons by the chief cashier of the Bank, the follow-
ing sums of money were the outstanding advances by
the Bank for the public service up to the 9th of March,
1797 :—

& Account of the Finances of the Bank on the 256th of February, 1797.

Dr. Cr.
£ ! £
Bank notes . . 8,640,250 | Bills, notes, cash,&c. 4,176,080
Drawing accounts . 2,389,600 | Exchequer bills . 8,228,000
Exchequer bills de- Lands and tenements 65,000
posited . . . 1,676,000 | Money lent to East
Unpaid dividends . 988,730 India Company
Bank Stock divi- on Annuities of
dends unclaimed . 45,150 £1,200,000 . . 700,000
Dividends unclaimed, Stamps . . . . 1,510
East India Com- Navy bills . . . 15,890
pany Annuities . 10,210 | American debentures 54,150
Sundry small sums Petty cash in the
unclaimed . . 1,330 house . . . 5,320
Due from chief ca- Sundry articles . . 24,150
shier on loan, 1797 17,060 | Navy 5 per Cents. . 795,800
Unpaid Irish divi- 5 per Cents. 1797 . 1,000,000
ends . . . 1,460 | Treasury bills paid
Unpaid imperial loan 5,600 for government . 1,512,270
Balance in favour of Loan to government 376,000
Bank . . . 8,826,890 | Bills unpaid . . 88,120
Treasury and Exche-
querfees. . . 740
Interest on different
- sums lent to go-
. vernment . . 554,250
£17,597,280 £17,697,280
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Advanced on Land and Malt . . £5,911,000
On the Consolidated Fund, 1796 . . 1,323,000
Vote of credit . . . 811,400
Advanced on Treasury bllls t111 9th of
March, 1797 . . . 1,943,210
Advanced to the Lords of the Treasury on
Exchequer bills to 9th of March . . 290,000
Loan to government on unclaimed dividends
without interest . . . . . 376,000
10,654,610
Total interest . . . . 580,670
£11,235,280

Let us pause awhile and take a retrospective view of
the whole of the correspondence of the Board of Di-
rectors with the government, by which it will at once
appear that, instead of the drain on the bank for specie
by the public being the effect of « ill-founded alarm in
different parts of the country” (see order in Council),
the difficulties of the Bank were wholly attributable to
the circumstance of their having placed nearly all their
available funds in the hands of the government, which
naturally deprived them of the means of paying the
public creditors: in short, the Directors, in their corre-
spondence, state the cause to be “from loans and other
subsidies.”

The exercise of the power by the State of causing
the Bank to commit an act of bankruptcy, and after-
wards screening them from the consequences, was
undoubtedly as unconstitutional as it was unjust
to all other bankers. For when was it known that
a banker, being called upon to pay his notes, made
expressly payable on demand, was allowed to substi-
tute other notes in lieu of cash? When a banker is
so indiscreet as to lock up his capital in such securities
as are not available in the event of any hostile com-
bination or panic, the natural result is a suspension



EXTRACT FROM EVIDENCE OF THE COMMITTEE. 97

of his business, and not unfrequently his ultimate
ruin.

To show whence the real cause of the difficulties of the
Bank arose, we extract from the minutes of the evi-
dence taken before the Committee of the House of
Lords on the 24th of March, 1797, some of the interro-
gatories to the Governor, and his answers, which place
the matter in a clear and intelligible light.

‘ Q. Have you, at any one of the conferences you have
had with the Chancellor of the Exchequer, as Governor
of the Bank made representations to him of the danger
to the Bank from the diminution of its specie?

A. Often.

Q. Can you state the dates of such representations?

A. There are a variety of dates, but I cannot
recollect them: I think the first by the Bank was in
December, 1794, when I was directed to make such
representations.

Q. Do you conceive that every exertion has been
made by the Bank to obtain repayment of the advances
made to government since the st of January, 1795?

A. Yes; save that of lending more.

Q. If, in consequence of the various remonstrances
that have been made to the Chancellor of the Exche-
quer, the advances by the Bank to government had been
either paid off or greatly diminished, do you not con-
ceive it would have enabled the Bank to regulate, at
their discretion, the amount of the bank-notes in cir-
culation ?

A. Undoubtedly.

Q. If the advances had been either paid off or greatly
diminished at the periods you applied for such pay-
ments, do you think the necessity of the order in Coun-
cil for suspending the payments in cash on the 26th of
February would have existed?

A. Had the advances to government been consider-

H
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ably less, I do not think the order in Council would
have been necessary.”

The advances to government were generally four or
five times greater than the private discounts; and it is
evident that, in proportion as the former are extended,
the ability to increase the latter must be diminished.
To those who are ignorant of the nature of this esta-
blishment, and who look over the foregoing statement
with the least attention, it must appear that its prin-
cipal objects were directed towards enabling a minister
to lavish the public revenue much faster than it could
ever be collected, and to furnish him with the means
of engaging in the most extravagant and ruinous
expenses, before his prodigality could be submitted to
the deliberation of Parliament.

On the 30th of May, 1797, Sir William Pulteney
submitted to the House of Commons a Bill * for the
erection of a new bank, in case the Bank of England did
not pay in specie on 24th of June, 1797.” He entered
into a detailed statement of transactions respecting the
Bank ; pointed out the mischief produced by monopoly,
contending that the monopoly of the Bank was no
better than a premium for indolence and neglect; and
that competition would animate the spirit of enterprise
and industry. He enumerated a variety of facts to con-
vince the House that the Bank had forfeited its charter
by violating its engagements with the public.

Mr. R. B. Sheridan said, “ he considered it a farce
to call that a bank whose promise to pay on demand
was paid by another promise to pay at some undefined
period. It was ridiculous to think of placing confidence
in paper, upon any principle but that of its being paid
when it became due.”

Mr. Pitt informed the House that a successful pro-
gress had been made for some weeks past towards re-
opening the Bank for payment in specie ; but no person
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had ever determined the precise moment when this
ought to be done, or that it should positively be on the
24th of June. He concluded by giving his negative to
the Bill, which, on a division, was lost.

At a Court of Directors of the Bank of England,
held on Thursday, 26th October, 1797, it was resolved,
“ That it is the opinion of this committee that the
Governor and Company of the Bank of England are
enabled to issue specie, in any manner that may be
deemed necessary for the accommodation of the public;
and the court have no hesitation to declare that the
affairs of the Bank are in such a state that it can with
safety resume its accustomed functions, if the political
circumstances of the country do not render it inexpe-
dient. But the directors, deeming it foreign to their
province to judge of these points, wish to submit to
the wisdom of Parliament whether, as it has been once
judged proper to lay a restriction on the payments of
the Bank in cash, it may or may not be prudent to
continue the same.”

The Committee of Secrecy appointed to inquire
“ whether it may be expedient to continue the restric-
tion contained in two Acts made in the last Session of
Parliament respecting payments in cash by the Baunk,”
made their report in November, 1797, by which they
recommended that, ¢ notwithstanding the affairs of the
Bank, both with respect to the general balance of its
accounts and its capacity for making payments in
specie, are in such a state that it might with safety
resume its accustomed functions under a different state
of public affairs; yet that it will be expedient to con-
tinue the restriction now subsisting on such payments,
for such time, and under such limitations, as to the
wisdom of Parliament may seem fit.”

In the year 1798, the Parliament having passed an
Act whereby voluntary contributions for carrying on

H 2
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the war were rendered legal, the Bank of England took
the lead, and contributed 200,000!. and the city of Lon-
don 10,000l. A temporary office or hustings was erected
under the east piazza of the Royal Exchange for the
purpose of receiving subscriptions. The area was filled
with merchants and traders, who eagerly crowded in to
subscribe sums from one guinea upwards. At the close
of the first day the subscription amounted to 256,5341.
Mr. Robert Peel of Bury, in Lancashire, afterwards
- Sir Robert, a manufacturer and printer of calicoes, paid
into the Bank of England the sum of 10,000! as his
own voluntary contribution.

It is no slight proof of the opulence and commercial
prosperity of this country, that these voluntary sub-
scriptions produced the enormous sum of two millions,
exclusive of 300,000!. remitted from India.

In the month of March, 1799, the Bank made trans-
fers to the proprietors of the Loyalty five per cent. stock
belonging to the Bank at the rate of ten per cent. on
their capital, as a part of their accumulated profit. This
was in addition to their usual dividend of seven per
cent. per annum ; and the first bonus was granted to
the stockholders.

The Bank Restriction Act, which Mr. Pitt first con-
templated with alarm, he afterwards declared to have
produced the same effect as if he had discovered a
mountain of gold.



CHAPTER 1V.

CONTINUATION OF THE HISTORY OF THE BANK.

Bank obtain a renewal of their Charter to 1833—Consideration given for
the same—A Bank clerk defrauds the Corporation of 300,000{.—His
trial and ingenious defence—Bank issue Spanish dollars—Bullion Com-
mittee 1810—Penalty for selling Gold coin—Bank issue 3s. and 1s. 6d.
silver tokens—Act withdrawing the tokens—Issue of new coin of Gold
and Silver—Summary of the Acts on the restriction of cash payments—
Peel's Bill—Consequences thereof—Panic among the Bankers—Descrip-
tion of the panic by a Bank Director—Schemes and bubbles of 1824 and
1825—Opposition of the Bank to the Government proposition to improve
the banking system—Act legalizing the formation of Joint Stock Banks
—Establishment of branches by the Bank of England—Correspondence
on renewing the Charter, 1833—Result thereof—Regulations of the Bank
rendered impracticable—Loan of 20,000,000l. to emancipate the slaves—
Renewal of the Bank Charter, 1844—Opinions respecting the Bank being
the sole Bank of Issue—Copy of the Act 7 & 8 Vic. cap. 32.

AT a general meeting of the proprietors of bank stock,
held on the 9th January, 1800, it was resolved that
the Bank should make an offer to the government to
advance towards the public service, on or before the 5th
of April next, the sum of THREE MILLIONS, on the
security of Exchequer bills payable on the 5th of April,
1806, but without interest. The Parliament accepted
the offer, and in consideration thereof prolonged the
Company’s privileges, excluding all companies in
England consisting of more than six partners from
banking operations, from the 1st of August, 1813, the
time at which they would otherwise have expired, till
the 1st of August, 1833, with one year’s notice after
that day.

On the discussion of this subject in the House of
Commons, it was stated, that the proposal was made by
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the Bank under the impression that it was the intention
of some influential parties in the City to form a rival
chartered bank, and that the directors were conse-
quently desirous of preventing such a measure. Mr.
Thornton, one of the directors, and a member of the
House, stated that,  if the exclusive privilege should be
allowed to expire on the 1st of August, 1834, the Bank
must nevertheless remain an incorporated body till the
last penny of the national debt was paid.”

In the month of July, 1803, Robert Astlett, a nephew
of Abraham Newland, and a clerk in the Bank, was
indicted at the Old Bailey for defrauding the corpora-
tion of Exchequer bills to an enormous amount. This
trial was remarkable for the defence set up by the
prisoner’s counsel, Mr. (afterwards Lord) Erskine, who
took an exception to the indictment from the fact that
the Exchequer bills in question were signed by a party
not authorised by the Act of Parliament, by virtue of
which the Exchequer bills were issued.

He, therefore, maintained that they were not Exche-
quer bills at all : they were not government securities,
nor any thing that the court could recognise as a species
of property, being simply so many pieces of paper. He
added, “ that the foundation of the argument used by
the counsel for the Bank was, that the Bank Act makes
it a capital felony for any person to embezzle the secu-
rities of the Bank of England, that person being a
servant of the Bank, and being intrusted with them ;
but it was incumbent on the learned counsel to prove,
that the prisoner at the bar had embezzled the property
of the Bank of England. The signature to the Exche-
quer bills, as they were called, had no more validity
than if they had been signed by the officer of this
court.”

This ingenious defence succeeded: the jury, under
the direction of the judges, acquitted the prisoner. He
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was subsequently tried on another indictment, and was
found guilty and confined in Newgate for many years.

It appears by a statement made by the Governor
at a general meeting of the proprietors, held on the
14th July, 1803, that the loss which the Bank sus-
tained by Mr. Astlett was about 320,000l ; yet,
although this amount nearly EQUALLED THE ENTIRE
DIVIDEND OF THE HALF YEAR, such was the pros-
perous state of the Bank that they were able to divide
as usual.

On the 12th of May, 1804, the Court of Directors of
the Bank of England gave notice by public advertise-
ment that, with the approbation of His Majesty’s
Privy Council, they had caused dollars to be stamped
at Mr. Boulton’s manufactory with his Majesty’s head,
and an inscription, “Georgius III. Dei Gratia Rex,”
and Britannia, with the words “Five Shilling Dollar,
Bank of England, 1804,” on the reverse. On the first
appearance of these tokens, the glaring impropriety of
an inscription composed of two languages was much
animadverted upon, it then being the only instance of
the kind known in England.

The profits of the Bank had by this time increased
so much that, on the 20th of September, 1804, a reso-
lution was passed granting to the holders of bank stock
a bonus of five per cent. on their stock; and the
Directors also agreed to pay the property tax: it was
at the same time unanimously agreed that the salaries
of the Directors should for the future be doubled. Pre-
vious to this meeting they received 150/ per annum
each.

It appears, by a return of the amount of commercial
paper discounted by the Bank, that in the year 1810
the largest amount ever advanced by the Bank
occurred, viz. the sum of 20,000,000!., on which they
received as profit 1,024,933/.
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A few years after this, silver became so scarce and
the current coinage so depreciated, that the Bank of
England, having a large quantity of Spanish dollars in
their possession which would not circulate, obtained the
sanction of the government to issue these dollars with a
small head of George the Third stamped on the head of
Ferdinand of Spain, and to issue the same for 5s. 6d.
each. This proceeding gave rise to still more derisive
observations than the case of the Birmingham dollars.
The following is a specimen :—

« The Bank, to make their Spanish dollars current pass,
Stamped the head of a fool on the head of au ass.”

According to the Mint regulations of England and
France at this time, twenty-five francs twenty centimes
in France were equal to one pound sterling in England;
but in consequence of an excess of bills drawn by the
commissiariat and other agents of the English govern-
ment, on account of the expenses of the war in different
parts of the world, the one pound sterling in France
would not obtain more than twenty francs. Conse-
quently, as long as gold could be obtained in England
at the Mint price of 77s. 101d. per ounce, it yielded a
profit in France of upwards of twenty per cent. against
the rate of exchange; but such a disparity of value, as
might naturally be expected, excited a spirit of specula-
tion and competition which raised the price of gold to a
premium equal to the discount on the bills ; so that in
May, 1809, gold commanded 41. 11s. per ounce.

In February, 1810, a Committee of the House of
Commons was appointed to inquire into the causes of the
high price of bullion, and to take into consideration the
state of the circulating medium, and of the exchanges
between Great Britain and other countries. This Com-
mittee sat from the 22nd of February to the 25th of May,
during which time thirty different persons, whose trading
transactions and influence were thought to be such as
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qualified them to throw light upon the subject, were
examined ; but, whether ignorant of the combination of
causes that did in reality produce the disparity between
the Mint and the trading price of gold, or whether
selfish motives led them to conceal their better judg-
ment, certain it is that, although much interesting
matter of fact is here and there interspersed through
the different parts of the evidence, as a whole, it was
completely destitute of everything like a solution of the
question proposed.

The labours of the Committee proved futile; for bullion
continued to advance in price, and the exchanges
progressively to depreciate, until the 18th of September,
1812, when gold reached 5I. 11s. per ounce, whilst the
Mint price remained at 3l. 17s. 101d. per ounce.

It is singular to trace the opinions held by the
Directors of the Bank of England relative to the ex-
changes, which, as appears by the evidence before the
Bullion Committee, were mysteries which the Directors
did not understand: their testimony on this head is some-
what positive, and as a curiosity we extract the following:

At page 96, Mr. Pearse, Governor of the Bank, states :
“I1 cannot see how the amount of bank notes can
operate upon the price of bullion or the state of the
exchanges ; and therefore I am individually of opinion
that the price of bullion or the state of the exchanges
can never be a reason for lessening the amount of bank
notes to be issued.”

Mr. Whitmore.—*‘ I am so much of the same opinion,
that I never think it necessary to advert to the price of
gold or the state of the exchanges, or the days on which
we make our advances.”

Page 144. Mr. Harman, a Bank Director.—I must
very materially alter my opinion, before I can suppose
that the exchange will be influenced by any modification
of our paper currency.”
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Most of the merchants examined by the Committee
spoke of the principle of regulating the issue of paper by
the state of the exchange with the greatest disdain ; and,
so rooted was the opinion among practical men that
the Bank issues had nothing to do with the exchanges,
that in the year 1819 the Directors entered in their
minutes a formal resolution to that effect.

Nevertheless, the absurd doctrine—as it was termed—
of the philosophers and economists of 1810 has been of
late years adopted by the Bank Directors as the rule
by which they regulate their proceedings. The resolu-
tion of 1819 was rescinded in 1827, when the Bank
issues were governed by the state of the exchanges, or,
in other words, they are increased when bullion is sent
into the Bank, and diminished when notes are sent in
for gold.

The suspension of cash payments by the Bank gave
rise to numerous publications on the subject; but none
of them contained so many bitter reflections, or created
so great a sensation, as that from the pen of the late Mr.
Huskisson, who was desirous of showing that the profits
derived from the suspension of payments were entirely
absorbed by the Bank, the public having neither parti-
cipation in them, nor any consideration for interfering
in their behalf.

The Bullion Committee having in their report pro-
posed to allow the Bank two years to prepare for the
resumption of cash payments, such proposition was
considered by the Court of Proprietors as a gross
infringement of their charter. One of them, addressing
the chair, said, “ Let the government pay us the eighteen
millions they owe us, and we will make up the remaining
two millions by subscription among ourselves within
an hour, so as immediately to discharge all our notes.”
This lofty language was strongly animadverted upon by
Mr. Huskisson. The true state of the case with respect
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to the eighteen millions due by the government was,
that by far the greater portion was advanced by the
Bank at each successive renewal of their charter, and in
consideration of enjoying the exclusive privilege of
banking ; and, as the charter had then twenty years to
run, the money was not really due by the government
till that period had expired.

On the 24th of July, 1810, an Act was passed in
which, among other things, it was enacted, that “ The
current gold coin should not be received or paid for more
than the true lawful value, either in lawful money or in
any note or notes of the Bank of England, or in any silver
token or tokens issued by the Bank, or by any or all of
the said means, wholly or partly, or by any other
means, device, shift, or contrivance whatsoever, on pain
that the offender therein should be deemed and adjudged
guilty of a misdemeanor.” It was further enacted,
under the same penalty, that notes of the Bank of
England should not, by any means, be received or paid
for less than the amount of lawful money expressed
therein, except only lawful discount on such as should
not be payable on demand.

The above Act bears a singular contrast with a notice
issued by the Bank on the 18th of March of the same
year, which notice stated, that, since the issue of the
dollars at five shillings each, silver had risen in value,
and that they had given orders to their cashiers to
receive all such Bank dollar tokens at the rate of five
shillings and sixpence each.

A few years after the passing of the above Act, it was
put in force against a person of the name of De Yonge,
who was tried at the Old Bailey for selling the current
coin of the realm for more than its legal value. It
appeared on the trial, that De Yonge had sold guineas
of standard weight as light coin, at 24s. 6d. each.

The unanimous opinion of the Judges in this case
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was, “ that the exchange described on this record, that
is, of guineas for bank notes, taking such guineas at a
higher value than they were current for under the
King’s proclamation, was not an offence against the 5th
and 6th of Edward the Sixth, upon which the indictment
was founded.”

The absurdity of the proceeding was evident from
the fact, that, had the guineas been really light, and
had been sold at 24s. 6d. each, there would have been
no prosecution.

At this period of our history—and the fact deserves to
be recorded—guineas, which by law were worth no more
than 21s. each, were saleable on the continent for 29s.,
the effect of which price on the course of exchange may
be thus instanced. A parcel of goods bought in London
for 500Z. might have been sold on the continent for 400
guineas. Yet, for the 400 guineas, the merchant might
have obtained from his banker 580/, or 552 guineas
and 8s.

On the 9th of July, 1811, the Bank issued silver
tokens for three shillings and one shilling and sixpence;
and, according to the public papers, counterfeits for
those of three shillings appeared within a week after the
genuine ones had been put in circulation.

On the 12th of July, 1812, the Act of the 44th Geo.
III. cap. 71, so far as it related to the dollars issued by
the Bank of England, was renewed from the 1st of
August then next ensuing, and extended to the tokens
for three shillings and one shilling and sixpence, and
the punishment for counterfeiting was altered to trans-
portation for life.

From an account which was delivered in by the Bank
to the House of Commons, it appears, that, from the
year 1804 to 1815, both inclusive, the Bank had issued,
in dollars at five shillings and five shillings and sixpence
each, and in tokens for three shillings and one shilling
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and sixpence, to the amount of four million four hundred
and fifty-seven thousand six hundred and forty-nine
pounds, four shillings, and sixpence ; and that the receipt
of Bank dollars and tokens in 1816 had exceeded that
sum by one hundred and five thousand eight hundred
and fifty-nine pounds, three shillings, and sixpence.

On the 11th of July, 1817, an Act was passed, which
declared, that it was no longer necessary to continue
in circulation the dollars and tokens of the Bank of
England ; and ordering that they should not be paid or
received after the 25th of March, 1818, on penalty of
paying for every such dollar, &c. uttered, offered, or
tendered in payment, any sum not exceeding five pounds,
nor less than forty shillings, at the discretion of the
justice or justices of the peace who should hear and
determine such offence. But there was nothing in the
Act to prevent the tokens, &c. from being presented to
the Bank of England for payment until the 25th of
March, 1820, or to restrain or prevent any person from
selling them as old silver at the current price, and with-
out regard to the nominal or real value at which they
were circulated.

In consequence of this Act, the Bank issued a notice,
that, from and after the 1st of August, all the tokens,
&c. would be exchanged at the Bank either for gold or
silver, current coin of the realm, or for the notes of the
said Governor and Company, at the option of the holder.
This notice was repeated on the 12th of February, 1818,
and the same was sent to all the postmasters, with a
request that they would put it up in some public part
of their respective towns. .

In order to supply the place of these tokens when
they should be withdrawn from circulation, the Court
of Directors of the Governor and Company of the Bank
of England, on the 12th of March, gave notice by public
advertisement, that, from and after the 19th day of
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that month, “ they would be ready to issue to each of
the bankers in London current silver coin of the realm
to the amount of twenty thousand pounds, in exchange
for bank notes, provided application should be made
for the same before the 5th of July.”

According to an account delivered into the House of
Commons on the 1st of June, 1818, there had been
coined up to that day :

Issued to the Bank.

Gold.—Sovereigns . £5,406,517 £8,224,025 0

’ Half-Sovereigns £3,103,474 £1,037,295 0

Of these there had been issued from
the Bank: . Sovereigns . . £2,848,067 0
Half-Sovereigns  £646,942 10

Silver.—S8hillings . £50,490,000

» Sixpences . £30,436,560

The number of half-crowns is not specified in this
return ; but in a former account of the silver coinage,
presented on the 15th of April, 1818, it appears, that
1,125,6301. of those pieces had been coined.

A sovereign of standard weight contains 5 penny-
weights and 3 grains of gold; and a pound of gold of
the standard, or mint, price of 3I. 17s. 103d. per ounce,
is worth 46/. 14s. 6d.; and when guineas of the standard
weight of 5 pennyweights 94 grains were in circulation,
a pound of gold could be divided and made into 44}
guineas; but it is impossible to coin a pound of gold
into sovereigns, or pay sovereigns for a pound of gold,
without the aid of silver.

The following summary of the various Acts of Parlia-
ment, in reference to the restriction of cash payments
by the Bank of England, is a proof, if any is wanted,
that the measure recommended by the minister was
never considered in any other light than that of a tem-
porary expedient to meet a sudden emergency, and
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renewed from time to time for such periods as the Bank
of England required.

The first Act confirming and continuing the restric-
tion contained in the minute of Council of the 26th of
February, 1797, was passed on the 3rd of May, 1797, and
was to be in force till the 24th of June, 1797. The
restriction was further continued, by an Act passed on
the 22nd of June, 1797, until one month after the com-
mencement of the then next session of Parliament. By
another Act, passed on the 30th of November in the
same year, the restriction was further continued until
one month after the conclusion of the war by a defini-
tive treaty of peace.

On the 3rd of January, 1799, the Directors of the
Bank, in pursuance of a power granted to them by the
Act of Parliament referred to, gave notice that on the
14th of that month they would pay in cash all frac-
tional sums under five pounds; and that on the Ist of
February, 1800, they would pay cash for all notes of
one and two pounds dated prior to the 1st of July,
1798, or exchange them for new notes of the same
value, at the option of the holders.

By another Act, passed on the 30th of April, 1802,
the restriction was continued until the 1st of March,
1803. On the 28th of February, 1803, it was further
continued until the expiration of six weeks from the
commencement of the then next session of Parliament.
On the 13th of December, 1803, the country being then
again at war, it was further continued until six months
after the ratification of a definitive treaty of peace. By
an Act passed on the 18th of July, 1814, the restriction
upon the Bank was continued until the 25th of March,
1815, and it was further continued by an Act passed on
the 23rd of March, 1815, to the 5th of July, 1816. On
the 21st of March, 1816, an Act was passed by which—
after reciting in the preamble * that it was highly
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desirable that the Bank should, as soon as possible,
return to the payment of its notes in cash, and that it
was expedient that the provisions of the former Acts
should be further continued, in order to afford time to
the Directors of the Bank to make such preparation as
to their discretions and experience might appear most
expedient for enabling them to resume payments in
cash, without public inconvenience, and at the earliest
period ; and that a time should be fixed at which the
said restriction should cease "—it was enacted, that the
said restriction should be continued until the 5th of
July, 1818. On the 28th of May, 1818, another Act
was passed, by which, after reciting in the preamble
that it was highly desirable that the Bank of England
should return, as soon as possible, to the payment of its
notes in cash, and that unforeseen circumstances which
had occurred since the passing of the last of the pre-
ceding Acts had rendered it expedient that the restric-
tion should be further continued, and that another
period should be fixed for the termination thereof, the
restriction was further continued until the 5th of July,
1819. In the month of February, 1819, a Committee
of Secrecy was appointed to consider of the state of the
Bank of England with reference to the expediency of
the resumption of cash payments at the period fixed by
law, and into such other matters as were connected
therewith.

The report of this Committee determined ministers
on proposing to Parliament measures for the prospec-
tive resumption of cash payments. Certain resolutions
were submitted to the House of Commons to that effect,
which were afterwards embodied in a Bill commonly
known as Peel’s Bill, and which provided for the gra-
dual resumption of cash payments by the Bank of
England.

Under the provisions of this law, the Bank Restric-
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tion Act was continued in force until the Ist of
February, 1820; and from that time till the 1st of
October in the same year the Bank was required to
pay its notes in bullion of standard fineness, at the rate
of 4l. 1s. per ounce. From the 1st of October, 1820,
to the 1st of May, 1821, the price of bullion was re-
duced to 3/. 19s. 6d. per ounce.

From the last-mentioned day, bullion might be de-
manded for notes at the Mint price of 3l. 17s. 101d.
per ounce; and on the 1st of May, 1823, the current
gold coin of the realm might be demanded in payment
for the notes of the Bank.

Soon after the passing of Peel’s Bill, the Bank of Eng-
land began to accumulate their stock of gold, which
at one time amounted to the enormous sum of
20,000,000/. In the month of February, 1825, the
amountof bullion in the Bank was reduced to 8,857,0001.,
and at the end of the same year the amount of notes in
circulation was in round numbers 20,000,000/., whilst
the means of paying that sum in gold, which the Bank
were bound to do by Peel’s Bill, had been reduced to
the paltry sum of 426,000.. in coin, and 601,000/. in
bullion.

On this subject, Mr. Harman stated in his examina-
tion before the Committee of the House of Commons, in
1826, that he did not recollect the precise amount of
gold in the Bank coffers at the latter end of December,
1825, but that it was miserably low. ¢ The timely issue of
the one-pound notes worked wonders, and it was by
great good luck we had the means of doing it; for it
happened that an old box, containing a quantity of one-
pound notes, had been overlooked, and they were forth-
coming at the lucky moment. This, as far as my judg-
ment goes, saved the country.” Thus were we indebted

to the contents of an old box, which had been overlooked
I
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and was “ forthcoming at the lucky moment,” for
saving the country from irremediable ruin in the year
1825, as we had been indebted to an order in Council
for saving the country in 1797.

It is beyond the power of words to describe the
general consternation of the metropolis at this period.
No event ever gave so great a blow both to trade and
public credit. An universal bankruptcy was expected ;
the stoppage of almost every banking house in London
was looked for ; and the whole city was panic-struck.
Confidence and credit were almost entirely suspended.

One of the largest northern country banks was the
first to give way to the general pressure ; and the alarm
once excited soon became general all over the country.
In the short space of six weeks above seventy banking
establishments were destroyed, notwithstanding the
very large advances made by the Bank of England ; and
the run upon the Bank for cash to supply the wants of
the country banks was so heavy, that, to save itself
from absolute failure, it had recourse, as we have
already remarked, to an issue of one-pound notes
amounting to upwards of one million.

From the evidence of Mr. Harman, we find that the
Bank made a formal communication to the government
for an order in Council to restrain the payment in gold ;
but this the government resisted from first to last.

The issue of the one-pound notes was attended with
the most beneficial effects. They were readily received
by the public in exchange for those of provincial
bankers, and the demand for bullion from the country
ceased. During this period the Bank of England,
as appears by the evidence of Mr. Ward, sustained a
loss in the repurchase of bullion to the amount of
100,000,

The information furnished by Mr. Richards, the
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Deputy Governor of the Bank, to the Committee of the
House of Commons is so graphically descriptive of the
state of London at this period, that we cannot omit
giving it a place in our history: it is taken from the
shorthand writer’s notes, and was nearly in the follow-
ing words:—

¢ 1 think,” says Mr. Richards, * it must have been
in the autumn of 1825, that the Bank began very seri-
ously to contemplate what would be the result of the
speculations and of various circumstances that were
going forward. That increased in October and No-
vember, when there continued to be a very great de-
mand for gold, which I think began about April ; and,
I believe, it advanced down to the first Saturday in
December. Not only the Bank, but, I believe, every
man’s mind connected with the city, was in an extreme
state of excitement and alarm. I think I can recollect,
on the first Saturday in December, having come home
after a very weary and anxious day from the Bank,
receiving a visit from two members of this Committee,
and one of our bankers, at my own house, stating a
difficulty in which a banking-house near to the Bank
was placed. I will not assert it, but I believe they had
gone so far as to take care of the clearing of that house
that evening, so as that it might fulfil its engagements.
The object of that visit was to ascertain what would be
my views upon the subject. I was called upon because
the Governor was particularly connected with the house of
Pole and Co. by marriage and other circumstances of
relationship. After speaking upon the subject for some
time, I was pretty sure that I could answer for the
firmness of the Bank; and I ventured to encourage
these gentlemen to hope that, upon anything like a fair
statement, the Bank would not let this concern fall
through. It was agreed that upon the following morn-

ing (Sunday) we should meet as many Directors as I
12
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could get together, with the three gentlemen who had
called upon me, at the house of one of them, and that
in the mean time some eminent merchants, friends of
the house, should also be called to the meeting to assist
with their opinion. We so met; and, after hearing all
the facts, which were collected in the first instance
by the bankers and the merchants present, the Directors
authorised their chair to say that assistance should not
be wanting. It was agreed that 300,000l should be
placed at the disposal of Pole and Co. the next morning,
for which the Bank was to receive, and did receive, as
securities, a number of bills of exchange and notes of
hand ; and, over and above, a mortgage on Sir Peter
Pole’s property, which was to ride over the whole.
They fought it through till Thursday or Friday
pretty manfully, and up to Saturday evening, when
their position was such that, without the assistance
of the same eminent individuals who had taken part
before, the clearing would not have gone right. Sunday
passed ; and on Monday morning the storm began ; and
till Saturday night it raged with an intensity that it is
impossible for me to describe. On Saturday night it had
somewhat abated. The Bank had taken a firm and deli-
berate resolutionto make common cause with thecountry
as far as their humble efforts would go. In the following
week things began to get a little more steady ; and, by
the 24th, what with the one-pound notes which 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 scene could
recollect that they had families who had some clajm
upon their attention. It happened to me not to see my
children for that week.”

It appears from a published table of the schemes and
bubbles projected in 1824 that they amounted in
number to 243; ‘that the amount of capital proposed
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to be subscribed on these schemes was 248,000,0000.;
that the amount actually paid up was 43,062,608. ;
and that the balance due on the whole of them at the
close of the year 1825 was 204,937,392!. Numerous
other schemes, to which equal publicity was not given,
are known to have been projected throughout the United
Kingdom ; and without exaggeration it may be inferred
—though the statement may astonish dupes and
directors—that the bubble mania, if carried into execu-
tion to its meditated extent, would have required (if it
could have been procured) a capital of 350,000,0001.
sterling. ,

On the 13th of January, 1826, Lord Liverpool and
the Chancellor of the Exchequer, F. J. Robinson, trans-
mitted to the Bank of England a paper containing
their views on the then state of the banking system
of this country, with their suggestions thereupon, a
few of which we shall, in an abridged form, present
to our readers.

“We believe that much of the prosperity of the country
for the last century is to be ascribed to the general
wisdom, justice, and fairness of the dealings of the
Bank ; and we further think that during a great part of
that time it may have been in itself and by itself fully
equal to all the important duties and operations con-
fided to it. But the progress of the country during
the last thirty or forty years in every branch of in-
dustry, in agriculture, manufactures, commerce, and
navigation, has been so rapid and extensive, as to make
it no reflection upon the Bank of England to say, that
the instrument which by itself was fully adequate to
former transactions, is no longer sufficient, without new
aids, to meet the demands of the present times. We
have, to a considerable degree, the proof of this posi-
tion in the very establishment of so many country
banks. Within the memory of many living, and even
in some of those now engaged in public affairs, there
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were no country banks, except in a few of the great
commercial towns.

“If the concerns of the country could be carried on
without any bank than that of the Bank of England,
there might be some reason for not interfering with
their exclusive privilege ; but the effect of the law, at
present, is to permit every description of banking except
that which is solid and secure.

“Let the Bank of England reflect on the dangers to
which it has been recently exposed ; and let its directors
and proprietors then say, whether, for their own inte-
rest, such an improvement as is suggested in the
banking system is not desirable and even necessary.

“ The Bank of England may perhaps propose, as they
did on a former occasion, an extension of the term of
their exclusive privilege as to the metropolis and its
neighbourhood beyond the year 1833, as the price of
this concession.

“It would be very much to be regretted that they
should require any such condition.

“It is clear that in point of security they would gain
by the concession proposed to them, inasmuch as their
own safety is now necessarily endangered by all such
convulsions in the country circulation as we have
lately and formerly witnessed.

“Nor in point of profit would they lose any thing
by it for which they are entitled to ask compensation.
The government could not extinguish the existing
" country banks, even if it were desirable; but it may
be within our power, gradually at least, to establish a
sound system of banking throughout the country ; and
if such a system can be formed, there can be little
doubt that it would ultimately extinguish and absorb
all that is objectionable and dangerous in the present
banking establishment.

“There appear to be two modes of attaining this
object.
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“First. That the Baok of England should establish
branches of its own body in different parts of the country.

“Secondly. That the Bank of England should give up
its exclusive privilege as to the number of partners
engaged in banking, except within a certain distance of
the metropolis.

It has always appeared to us that it would be very
desirable that the Bank should have tried the first of
these plans, that of establishing branch banks on a
limited scale. But we are not insensible to the diffi-
culties which would have attended such an experiment,
and we are quite satisfied that it would be impossible
for the Bank, under present circumstances, to carry into
execution such a system to the extent necessary for
providing for the wants of the country.

“The effect of the second plan would be, the gradual
establishment of extensive and respectable banks in
different parts of the country; some, perhaps, with
charters from the Crown, under certain qualifications,
and some without.

Tt is notorious that, at the present time, their notes
circulate in no part of England beyond the metropolis
and its environs, except in Lancashire; and perhaps
for that district some special provision might be made.

“If the Bank of England has no country circulation
except in the county above-named, the only question
for them to consider is, whether on the ground of profit,
as well as security to themselves, the existing country
circulation shall or shall not be improved.

“With respect to the extension of the term of their
exclusive privileges in the metropolis and its neighbour-
hood, it is obvious, from what passed before, that Parlia-
ment will never agree to it.

“ Such privileges are out of fashion ; and what expec-
tation can the Bank, under present circumstances, enter-
tain that theirs will be renewed ? But there is no reason
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why the Bank of England should look at this consequence
with dismay: they will remain a chartered corporation
for carrying on the business of banking. In that
character they will, we trust, always continue to be the
sole bankers of the state; and with these advantages,
8o long as they conduct their affairs wisely and prudently,
they always must be the great centre of banking and
circulation. Theirs is the only establishment where
the dividends due to the public creditor can by law be
paid.

“It is to be hoped, therefore, that the Bank will make
no difficulty in giving up their exclusive privileges in
respect to the number of partners engaged in banking
as to any district sixty-five miles from the metropolis.

¢ Should the Bank be disposed to consent to a measure
of this nature in time to enable the government to
announce such a concession on the opening of Parlia-
ment, it would afford great facilities to the arrangements
which they may have to propose for insuring the stability
of private credit, in which the support of public credit,
and the maintenance of public prosperity, are so mate-
rially and closely involved.” ,

The Directors took the above communication into
consideration on the 20th of January, 1826, and passed
several resolutions relating thereto; and concluded as
follows:
~ ““Under the uncertainty in which the Court of Direc-
tors find themselves with respect to the details of the
plans of government, and the effect which they may
have on the interests of the Bank, this court cannot
feel themselves justified in recommending to the proprie-
tors to give up the privilege which they now enjoy,
sanctioned and confirmed as it is by the solemn acts of
the Legislature.”

On the 23rd of January, this was replied to by the
First Lord of the Treasury and the Chancellor of the

’
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Exchequer, who continued of the same opinion as before,
and concluded by stating that they were satisfied the
profits of the Bank would in no degree be affected by
their consenting to such proposals : ¢ Convinced of this,
and that its adoption by the Bank is as important to
their own security as to that of the public, it does not
appear that the Bank can be equitably entitled to claim
any compensation for the surrender of this privilege of
their charter. Against any proposition for such
compensation the First Lord of the Treasury and the
Chancellor of the Exchequer formally protest; but if
the Bank should be of opinion that this concession
should be accompanied with other conditions, and that
it ought not to be made without them, it is for the
Bank to bring forward such conditions.”

At a Court of Directors at the Bank, the 26th of
January, 1826, the Governor laid before the court the
following Minute of the Committee of Treasury : viz.

« Committee of Treasury, 25th January, 1826.

‘“ The Committee of Treasury having taken into con-
sideration a paper received from the First Lord of the
Treasury and the Chancellor of the Exchequer, dated the
23rd of January, 1826, and finding that his Majesty’s
ministers persevere in their desire to propose to restrict
immediately the exclusive privilege of the Bank as to
the number of partners engaged in banking to a certain
distance from the metropolis, and also continue to be of
opinion that Parliament would not consent to renew
the privilege at the expiration of the period of their
present charter ; finding also that the proposal by the
Bank of establishing branch banks is deemed by his
Majesty’s ministers inadequate to the wants of the
country ; are of opinion that it would be desirable for
this corporation to propose as a basis the Act of the
6th of George the Fourth, cap. 42, which states the
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condition on which the Bank of Ireland relinquished its
exclusive privilege, this corporation waiving the question
of ‘a prolongation of time, although the committee can-
not agree in the opinion of the First Lord of the Treasury
and the Chancellor of the Exchequer, that they are not
making a considerable sacrifice, adverting especially to
the Bank of Ireland remaining in possession of that
privilege five years longer than the Bank of England.”

Resolved—* That the foregoing recommendation of
the Committee of Treasury be agreed to; and that the
Governor and Deputy Governor be requested to lay it
before the First Lord of the Treasury and the Chancellor
of the Exchequer.”

This having been done, the following reply was for-
warded to the Bank:—

« Fife House, 28th January, 1826.
~ “The First Lord of the Treasury and the Chancellor
of the Exchequer have taken into consideration the
paper delivered to them by the Governor and Deputy
Governor of the Bank on the 27th instant.

“They think it right to lose no time in expressing
their concurrence in the proposition which has been
sanctioned by the Board of Directors, as to the exclusive
privilege of the Bank of England, and are willing to
agree that the two clauses inserted in the Irish Act of
last year, and referred to in the paper communicated by
the Governor and Deputy Governor on the 27th instant,
shall be inserted in the Bill, which will be necessary to
give effect to the new arrangement.”

At a general court of the Governor and Company of
the Bank of England, Friday, the 3rd of February, 1826,

Resolved—*‘ That this court do consent to the terms
proposed to the Bank in the papers now read, and do
request the Court of Directors to carry the arrangement
into effect.”

On the 17th of February, the Bill was brought under
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the notice of the House of Lords, when Lord Liverpool
thus described the system of banking which grew up
under the then existing law :

“The present system of law as to banks must now
be altered in one way or another. It is the most
absurd, the most inefficient: it has not one recom-
mendation to stand upon. The present system is
one of the fullest liberty as to what is rotten and bad,
but of the most complete restriction as to all that is
good. By it a cobbler or a cheesemonger, without any
proof of his ability to meet them, may issue his notes,
unrestricted by any check whatever; while, on the
other hand, more than six persons, however respectable,
are not permitted to become partners in a bank with
whose notes the whole business of the county might be
transacted. Altogether, the system is so absurd, both
in theory and practice, that it would not appear to
deserve the slightest support, if it was attentively con-
sidered even for a single moment.”

Whether the system of banking thus denounced
was or was not as bad as it is here described, Lord
Liverpool did not make any change in it, but still left
the cobbler and cheesemonger the power to issue their
notes without any check whatever. The changes he
made consisted in repealing the restriction of the
number of partners, except in London, and within a
distance of sixty-five miles thereof, in allowing the Bank
of England to establish branch banks, and in abolishing
the issue of one-pound notes in England.

On the 26th of May, 1826, an Act was passed for the
better regulating co-partnerships of certain bankers in
England, to which we shall more particularly refer in
our chapter on Joint Stock Banks. The Act contains
the following clause :

“To prevent any doubts that might arise whether
the Governor and Company of the Bank of England
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under and by virtue of their charter, and the several
Acts of Parliament which have been made and passed
in relation to the affairs of the said Governor and Com-
pany, can lawfully carry on the trade or business of
banking otherwise than under the immediate order,
management, and direction of the Court of Directors
of the said Governor and Company: be it therefore
enacted, that it shall and may be lawful for the said
Governor and Company to authorise and empower any
committee or committees, agent or agents, to carry on
the business of banking: provided always, that in any
place where the trade and business of banking shall be
carried on for and on behalf of the said Governor and
Company of the Bank of England, any promissory note
issued on their account in such place shall be made
payable in coin in such place as well as in London.”

Immediately after the effects of the panic had sub-
sided, the Bank of England, as we have stated above,
was armed with the power of establishing branch
banks throughout the country.

The country bankers contemplated the exercise of
this power with alarm, and a committee of that body
held a meeting in London on the 7th of December,
1827; and among other resolutions the following were
adopted:—

“‘ That the late measures of the Bank of England in the
establishment of branch banks have the evident ten-
dency to subvert the general banking system throughout
the country, and which has grown up with and been
adapted to the wants and convenience of the public.

“That it can be distinctly proved that the prosperity
of trade, the support of agriculture, the increase of
general improvement, and the productiveness of the
national revenue, are intimately connected with the
existing system of banking.

“That the country bankers would not complain of
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rival establishments founded upon equal terms; but
they do complain of being required to compete with a
great company, possessing a monopoly and exclusive
privileges.

“ That, should this great corporation, conducted by
directors who are not personally responsible, succeed
by means of these exclusive advantages in their appa-
rent object of supplanting the existing banking estab-
lishments, they will thereby be rendered masters of the
circulation of the country, which they will be enabled
to contract or expand according to their own will; and
thus be armed with a tremendous power and influence,
dangerous to the stability of property and the inde-
pendence of the country.”

A deputation was appointed to wait on Lord Gode-
rich, the First Lord of the Treasury, and Mr. Herries,
the Chancellor of the Exchequer, who gave the follow-
ing reply :—

“Lord Goderich and the Chancellor of the Exche-
quer state to the deputation, that they are fully sen-
sible of the great importance of the subjects which are
brought before them by the deputation, and that
(although it is obviously impossible that they can
undertake on the part of the government to express
upon this occasion any opinion upon the matters under
consideration) they can assure the deputation that all
that has been communicated shall receive the most
deliberate and serious attention.”

No steps, however, were taken by the government,
and the country bankers again memorialized the go-
vernment, but with no more success.

The following list shows the dates when the branches
of the Bank of England were respectively opened : —

Gloucester opened 19th July, 1826.

Manchester ’ 21st September, 1826.
~ Swansea ” 23rd October, 1826.
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Birmingham opened 1st January, 1827.
Liverpool » 2nd July, 1827.
Bristol ’ 12th July, 1827.
Leeds ’ 23rd August, 1827.
Newcastle s 21st April, 1828.
Hull . 2nd January, 1829.
Norwich » 1st December, 1829,
Norwich s 16th May, 1834.

A branch was opened at Exeter, 17th December,
1827, which was subsequently removed to Plymouth.
An auditor or inspector visits the branches, but with-
out the agent knowing the time of his visit. The
powers confined to the agents are very extensive, and
sufficient to conduct all the ordinary business of the
branches.

The managers of all the branches communicate daily
with the Bank in London, advising of every transaction
that has been entered into during the day, from begin-
ning to end: the total amount paid in, the total
amount received, the amount of the bills discounted,
the amount of discount which is charged from the pre-
ceding day, and the balance of cash remaining, not
merely stating the amount of the balance, but in what
it consists, the notes in possession, and the amount of
gold and silver, the notes that have been received and
cancelled on that day, together with every other parti-
cular relating to the affairs of that branch,—all these
particulars are sent to London every day.

The agent of the bank represents the authority of
the Bank of England at the branches: he is responsible
in a bond of 20,0001 for his proper conduct, and also
for using a due discretion and diligence in the admi-
nistration of the affairs of the branch.

Such of the joint stock banks as were permitted to
have discount accounts with the branch banks, in the
place of issuing their own notes, were required, pre-
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vious to such accounts being opened, to transmit to the
Bank of England a copy of the deed of settlement of
that particular bank, with a list of the shareholders,
and a confidential opinion as to whether the greatest
proportion of the shareholders are respectable, whether
they are parties known to be wealthy, or men of conse-
quence, together with any other information respecting
the bank.

Several of the country bankers undertook the circu-
lation of Bank of England notes in place of their own.
The conditions on which the Bank of England agreed
to furnish to these banks a circulation of bank paper
were generally in a fixed minimum and maximum,
varying about 14 per cent: such advances were made
from year to year, terminable by a notice given by
either party on the 1st of October, and on approved
bills of exchange not having more than 95 days to run.

The mode adopted in fixing the amount which the
Bank of England undertook to advance to any bank
applying for discounts was, in the case of a previous
circulation by such bank, to show the amount of its
notes; and if it could prove, to the satisfaction of the
Bank of England, that it was able to keep out a circula-
tion of 60,000.. or 100,000!., that amount of discount
was afforded; but when there was no previous cir- -
culation, they found it difficult to fix an amount, and
therefore gave an open account for the year, to try
what amount would be permanently kept out. By
these arrangements, all of which are now at an end,
the Bank of England had no power to contract their
circulation, at least below the amount to which they
had undertaken to advance to the country bankers.

The measures taken by the Bank for extending the
circulation of their notes through their branches is, in
permitting individuals of supposed credit to open dis-
count accounts with the branch banks; and to those
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bankers who have proposed to withdraw their circulation
the Bank have given the same amount of coin and bank
notes that such bankers were previously stated to possess
in their own notes, upon approved bills of exchange, at
a rate of discount not exceeding three per cent. per
annum.

Such a system has, undoubtedly, a tendency to engross
the circulation of the country, which, when carried to
any great extent,will contribute to produce the necessity,
in the event of any sudden drain upon the Bank for
gold, of having recourse to the suspension of cash pay-
ments more frequently than under the former state of
things.

Since the establishment of branch banks, that portion
of the public revenue which till then had been paid
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