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PREFACE

THIis small volume consists of a series of notes on the
growth and development of banking in this country. The
author has endeavoured to show how the deposit of money
in a<ank has developed into a complex system of finance,
and also how capital, wielding an immense power in the
present day, is largely under the managemernt and control
of cur great banking institutions. The study of banking
is of great importance when we consider how dependent
the commercial world is upon the existence of a perfectly
sound system. To understand the why and wherefore of
credit, which forms the basis of banking, is an essential
study for those who have adopted it as their profession.

As to the sequence of the work it has been thought
desirable, in the first place, to give a short sketch of early
banking in this country, and then as an outcome of the
expansion of trade to show its connection with commerce.
In the early history of banking the subject of the currency
was the most prominent feature, and therefore it has been
treated separately.

The Bark of England occupies such an important
position,, that an account of the rise and progress of
that institution is given. The subsequent chapters
consist of a series’ of notes on the hlstory of English,
Scoteh, and Irish Banks.
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The connection between commercial crises and banking
is of such an intimate character that the leading 1nc1dents
of every nnporta,nt crisis have been given.

Modern banking is so dependent upon thé rate of
interest which determines the profits of banks that it has
been considered desirable to give a somewhat lengthened
account of the causes of fluctuations in the value of
money.

The concluding chapters are devoted to incidents of
modern practice, such as cheques, bills of exchancre and.
the opening of branch offices.

The author hopes that the notes may be of some value
to those candidates who are preparing for the Institute
of Bankers’ Examinations. _

Reference is made to such standard works as Bagehot’s
Lombard Street, Professor Jevons’ Money and Investiga-
teons of Currency and Finance, Professor Marshall’s
Principles of Economics, and Notes on Banking by Mr.
Palgrave, and the author trusts that his notes may
serve as an introduction to such excellent manuals of
finance. The yearly volumes of the Institute of Bankers
have also been of great service, as they form almost an
encyclopaedia of banking.
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BANKS AND BANKING.

CHAPTER 1
INTRODUCTION.

THE study of banking is a subject of great interest, be-
cause the prosperity of this country is largely dependent
upon the stability of our banking systewmn.

"We might almost say that the entire capital of the
country finds its way into banks in order to be utilised for
the benefit of the community. For example, a manu-
facturer by the aid of borrowed capital obtained from
banks is able to produce commodities at a cheaper rate,
and thus benefit society at large. It is a known axiom of
political economy that an increase of production is &
cheapening process. Our modern system of banking has
materially increased the prosperity of this country, because
no country in the world has the same financial facilities
as we have for carrying on trade. Abolish our banking
system, and we should find it difficult to compete with
other countries ;. we should, in fact, be heavily handicapped.

Credit is the basis upon which our trade is transacted.
One person takes a cheque from another because he be-
lieves the drawer has capital at his bankers, and that it
will be paid on presentation. This system of credit is
of comparatively recent origin, and it has been the means
of economising the use of the precious metals. If the:
cheque system was abolished, a larger &mount of gold
would be required to act ds zai circulating medium.



2 BANKS AND BANKING.

Gold and silver must be bought like other commodities,
and when stored in banks represent capital that is not
required for the moment.

Our banking system is carried on with a very small
amount of the precious metals, and therefore the capital
of the country is economised. We should expect to find
a country in a prosperous condition where a good system
of baunking exists.

English banking is comparatively modern. Two hun-
dred and twenty years ago the English banker was a gold-
smith, and also advanced money upon plate, jewellery, etc.
The Bank of England was not in existence, the date of its

- charter being 27th July, 1694, and joint-stock banking in
England was also unknown, although it was not declared
illegal until the renewal of the Bank Charter in 1708.

At an earlier period the business of money lending was
carried on by the Jews. They lent money at a very high
rate of interest, although a law passed in the reign of
Edward the Confessor prohibited usury.

However, we find that in the year 1199 the rate of
interest was fixed by law at 10 per cent., and this appears
to have been the rate until the reign of Henry VIIL It
is stated that the Jews at Oxford during the reigns of
Henry II1. and Edward I were in the habit of extracting
45 per cent. from the students. The matter was taken
up by the legislature, and Henry III. granted a charter by
which they were only to receive interest at the rate of 2d.
in the £ weekly. Money so obtained from the Jews did
not benefit the trade of the countr) , but only of individuals
who were in pecuniary difficulties.

The Jews were thoroughly hated for the manner in
“which they tra.nsacted business, and consequently were
expelled from England in the year 1290, and ware not
' readmitted until the time of Oliver Cromwell. '
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The Lombards were also money lenders, and settled in
this country at an early period from Genoa, Venice, Lucca,
and Florence. They lent large sums of money to different
governments, for which, like the Jews, they charged an
exo’rbl,ta,nt rate of interest. Edward III. borrowed 5000
marks from them, for which he paid 7000 marks.

Besides+the Jews and Lombards there was another
class who were originally dealers in gold and silver
bullion, but who became subsequently bankers. These
men were called goldsmiths, and possessed considerable
wealth. Mr. Price in his Handbook of London Bankers
gives a very interesting account of these early goldsmiths
and money lenders.

Amongst the early goldsmiths we have Otto, in the
reign of William I, and later Henry Fitz Alwin Fitz
Leofstane, who was Lord Mayor of London for twenty-
four years from 1189 to 1213. In the rejgn of Henry III.
we meet with three goldsmiths, viz., Thomas de Frowick,
Warden of the Goldsmiths Company in 1270, and Alderman
of Cheap Ward in 1279; William de Gloucester, Keeper of
the Dies in 1255; and William, the King's Goldsmith,
Master of the Mint in 1258. The names of seven gold-
smiths are recorded between the years 1327 and 1377.

In 1566 the Court books of the Goldsmiths Company
show that out of 107, no less than 76 of them resided in
“Chepe”; the remaining 31 resided in “ Lumberde Street ”.
It was during the Commonwealth that the goldsmiths
began to assume the character of bankers. Many persons
left their money with the goldsmiths for safe keeping, and
in return the goldsmiths gave receipts or cash notes for -
the same, payable on demand. These receipts passed
from hand to hand, and were called goldsmiths’ notes. At
a later period the goldsmlths deposited then‘ money Wlth
the Government. :
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There was a feeling of insecurity during the Civil War,
and therefore money kept in large iron chests was removed
to places of safety.

The chief investments for capital were land and Qattle

It 1s stated in the Verney memoirs that on the deat}g of
Lady Verney in 1641, she directs by her will that certain
sums of mouney should be taken from her red box and
distributed amongst her relatives.

During the samne period we have several noblemen
stating that their capital consisted principally of live stock
on their estates.

Charles II., being in want of mdne_v, closed the Ex-
chequer, and all payments to bankers who had deposited
money in that place were suspended. The goldsmiths
had at that time £1,328,526 on deposit, and the loss of
this large sum naturally brought ruin upon them and
their customersy It was not until five years after that
the king caused letlers patent to be granted to the gold-
smiths covenanting to pay 6 per cent. per annum, but
even this was discontinued in 1683.

The number of goldsmiths or bankers that were in
existence at the end of the seventeenth century amounted
to about 70 or 80, and at the end of another 100 years
they had not increased. In the year 1801 there were 68
private bankers in London.

Many of the goldsmiths whose names we find recorded
in the Little London Directory still exist as bankers of
the present day. Of these we have Messrs. Hoare & Co.,
descended from James Hore or Hoare, a goldsmith keep-
ing running cashes at the Golden Bofttle in Cheapside,
1677; Messrs. Child & Co., descended from Messrs.
Blanchard & Child of “Ye Marygold”; Messrs. Martin &
" Co., descended from Charles Duncombe and Richawrd Kent
of “Ye Grasshopper,” in Lombard Street; and Messrs.
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Barnett & Co., descended from Humphry Stocks of the
“ Black Horse” in Lombard Street, but now amalgamated
with Liloyds Bank. .

The Liondon bankers met with a serious rival in the
year 1604, when the Bank of England was founded to
carfy on the business of banking. This institution three
years later obtained the exclusive privilege of joint-stock
banking. It was enacted “ That during the continuance
of the said corporation of the Governor and Company of
the Bauk of England, it shall not be lawful for any body
politic or corporate whatsoever erected or to be erected
(other than the said Governor and Cowpany of the Bank
of England), or for any other persons whatsoever united
or to be united in covenant or partnership exceeding the
number of six persons in that part of Great Britain called
England, to borrow, owe, or take up any sum or suns of
money on their bills or notes payable at demand, or at
any less time than six months from the borrowing
thereof .

Very little is known with respect to the country bankers.
It is supposed that very few existed prior to the American
‘War, but after the termination of that war they increased
very rapidly. In the year 1797 there were 270 bankers
carrying on business in the country. Unfortunately the
country bankers did not possess the wealth of their Lon-
don brethren. They issued notes, and at times did not
have sufficient capital to pay them on demand.

It 1s stated that “multitudes of miserable shopkeepers
in the country, grocers, tailors, drapers, started up like
mushrooms and turned baunkers. They issued notes and
inundated the country with their miserable rags.” = Burke
says that when he came to England in 1750 there were
not 12 bankers out of London, but in 1793 there were
nearly 400. This number was reduced by the crisis of
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1797 to 270. Of the country bankers now in existence, the
names of 61 appeared in the Post Office London Dzrectory
of 1803.

The London bankers ceased to issue notes at tn parly
period, and found it adva.nta.geous to keep Bank of Eﬁgla.nd
notes as till money.

In reviewing this period of Enghsh banking we find
that it made very little progress. The trade of the country
was not sufficiently developed to require much capital.
If it had increased very rapidly, perhaps the monopoly of
joint-stock banking given to the Bank of England would
have been removed at an earlier date. The profit of the
bankers during this period was chiefly obtained by the
issue of bank notes.



CHAPTER II.
BANKING AND COMMEROE.

BANKING is intimately connected with the trade of this
country, and it is important to show that such is the case.
If the trade of the country had not progressed, banking
would not have attained its present position. The rapid
growth of English trade during the present century is
shown by the enormous increase in the imports and ex-
ports, in the revenue, and also by the great number of
ships built to carry produce to and from this country.

The abolition of certain laws enabled the merchant to
send his goods to foreign countries without paying ex-
cessive duties, and when this country adopted the prin-
ciples of free trade a remarkable stimulus was given to
British industries.

In the year 1820 the London merchants petitioned for
free trade. Now, the function of trade is to supply other
countries with goods which they require. When the
trade of a country is limited, the economy of production
is also limited ; but when the interchange of commodities
between different countries is allowed without any re-
strictions, then those countries will become prosperous.
Each country is dependent upon another for commodities.
One will devote its energies to one industry, say the pro-
duction of corn ; and another will manufacture machinery
for the use of the corn-growing country. We also get a
full division of labour, if countries are not restricted by
laws which prevent it.
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These are the best arguments in favour of free trade.

Free banking was also required, and consequently in
the year 1826 it was enacted that joint-stock compa,mes
might be formed for the purposes of banking. Now, 1t is
important to notice the want of more banking facilities
consequent on the rapid growth of English commerte.
The amendment of the laws relating to public companies,
and known s the Limited Liability Acts, was the cause
of the formation of a large number of companies for
various purposes, although at the present time it is
thought that certain alterations are required. Banking
and insurance companies were not allowed to be formed
on this principle until the year 1862, when it was enacted
that any seven or more persons associated for any lawful
purpose by subscribing a memorandum of association might
constitute themselves a limited or unlimited company.

The abolition of the usury laws was another gain to
banking and commerce. The Act of 1833 repealed the
usury laws with regard to bills of exchange of three
months and under. In the year 1837 this was extended
to bills of twelve months and under, and in 1839 it was
lawful to stipulate for any rate of interest upon which
the parties might agree as to all personal contracts, but
made an exception as to real securities. The usury la.ws
were abolished entirely in the year 1854.

The tax on receipts was reduced to ld in 18538, and in
1854 the stanp duties on bills of exchange were reduced.
The payment of custom duties by cheques, instead of by
gold and notes, was of some importance to the bankers,
because it lessened their gold requirements. We must
always remember that the state of trade in this country
is & question of vital importance to the banking institu-
tions. The amount of capital held at the dmposa,l of a
‘banker will vary with the prosperity of the country. He
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does . not create capital, because his resources are ob:
tained from those who deposit their capital with him.
‘We might consider him as a broker between two prin-
cipalse one deposits capltal with him and he lends it to
anoﬁher whose solvency he guarantees. His position is,
tH‘eref_ore, an important one, because he selects the
borrower, and whether capital is utilised for a good pur-
pose or sunk in unprofitable enterpriscs is dependent
“upon his ability to discern hetween a sound and an un-
sound borrower. The banker has also to discriminate
between the mere speculator and the howd fide business
man. ‘
The rapid growth of trade vequired plenty of capital,
and this could only be obtained through the mediumn of
banks, which have become the great store-houses of
~ capital. All the surplus money, say, of the agricultural
districts, finds its way through the medium of banks into
manufacturing districts where it can be utilised. When
an industry is prosperous then bills of exchange repre-
senting transactions in that particular trade will be held
by banks as security or otherwise. If the trade of any
industry suddenly becomes bad, then there will be less
bills representing it. Capital which has been utilised
in that particular industry will find its way to some other
' trade in a more prosperous condition. The advantage of
this large floating capital stored up in banks cannot be
over-estimated, becanse without it we should not be in
such a good position to compete with other nations or
be able to varry on the production of commodities so
extensively.

"One of the chief reasons why our trade is so great is
vthat there exists a great abundance of floating capital,
Whlch can be obtained from the bankers at a low rate of
interest. - We can easily see how the banker 18 dependent
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upon the trade of the country for capital to carry on his:
business. If trade is bad, then there will be little accumu-
lation of money in banks, but if good, then the capital in
banks will be increased. Sometimes, however, therbapks‘
may have an accumulation of capital, but in consequénce
of depressed trade their is no demand for it. ..
Another important point to be noticed in connection
with commerce and banking is the mode of carrying on
business in the present day. We might say that modern
trade is transacted by means of borrowed capital. A
man of ability can, as a rule, obtain accommodation from
his banker, who will discount his bills. Thus, the
capital of a trader may only amount to £2000 or £3000,
yet his transactions would be far in excess of that amount.
The trader carries on business in the present day
either by obtaining advances on the goods bought or by
discounting bills received for goods sold. The difference
between cost of production and the interest paid to the
banker would constitute his profit. This method of
transacting business is, however, quite of recent origin,
because years ago it was not deemed prudent to trade by
means of borrowed capital.
 The connection between the foreign trade of this
country and banking has been considered " by various
committees of the House of Commons at different inter-
vals, from 1800 to 1847. ‘
The results of foreign trade arc shown by the foreign
exchanges or the settling of accounts betwgen different
nations. By this means the dlﬁ’erence in value between
the impoi‘ts and exports is paid. There are also other
pa.yments to be made for public loans, investments, etc.,
to foreign countries. The excess or balance either for or
against this country must be paid in gold, the only com-
modity . which will settle international mdebtedness
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CHAPTER IIL
THE CURRENCY.

It has been considered desirable to give a separate account
of the note issues of this country, because at the com-
mencement of the present century banking profits were
to a great extent dependent upon the amount of notes
which a bank could issue.

The subject of the currency was also the most prominent
feature in the history of banking until some time after
the passing of the famous Act of 1844. |

In the early history of banking many erroneous ideas
were held in consequence of the question of the currency
- being interwoven with the former subject. It was thought
at one time that the currency laws were really the cause
of the commercial disasters which have occurred in this
country at stated intervals. Now, it is quite clear that
loss of capital is not in any way connected with the
question of bank notes, but unfortunately these two ques-
tions have been mixed together in a very confused manner.
No doubt many of the early bankers lent their notes to
unsound borrowers, and by this means great disasters took
- place; but loss of capital was quite another matter.

- At various times there has been too much capital con-
_verted from floating into fixed. We have already referred
.to floating capital as that which a banker lends to his
customer If, for example, capital is utilised n con-
‘stmctmg a railway, we should call it fixed, because a great
_number of years would elapse before the capital was re-
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produced. When this takes place no alteration in the
currency laws can alter the condition of capital. Many.
early writers said : Give us more notes, and then alk these
panics, ete., will disappear ; but the nation during periods
of financial distress does not require more notes, but capi-
tal. It is therefore important to recognise that gold and
bank notes are only mere machinery required for a certain
purpose. If notes and gold were abolished, other means
or tools, as Professor Price designates bank notes, would
be found to carry on the interchange of commodities.

Prior to the passing of the Bank Act of 1844 bank notes-
had been at various periods below their par value. This
was seen from the price of gold. In September, 1799,
gold was £3 17s. 6d. per oz, but in June, 1800, the price
of gold rose to £4 bs. per oz. Now this was due to
the inconvertible bank notes in circulation.

The following table shows the depreciation :—

Real value of bank note.

1st September, 1797, to 19th October, 1798 . . £ 0 0
18th April, 1804, to 15th October, 1805 . . . 019 6
9th October, 1810 . . . . . . . 018 4
12th February, 1811 . . . . . . . 016 11
26th March, 1811 . . . . . . . 016 38
25th October, 1811 . . . . . . . 015 11
2nd October, 1812 . . . . . . . 014 5
22nd January, 1813 . . . . . . . 015 0
6th August, 1813 . . . . . . . 014 2

‘Whenever there is a fall in the value of bank notes in
comparison with gold, it shows that there is an excess of
paper money in circulation.

The country bankers supported all kinds of wild specula-
tion by lending these inconvertible notes, and when called
upon to pay them they were unable to do so. In the
panic of 1793, out of 400 country banks no less than 100
stopped payment, and ‘the remaining 300 were much
shaken.
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During the years 1814-1817 eighty-nine country banks
suspended payment, and in the year 1825 no less than
seventy-three acted in the same manner. The country
bankers could at this particular time discharge their lia-
bilities by means of Bank of England notes, which were
then at a discount, but were nevertheless a legal tender.

These great disasters called for some remedy. Many
committees, both of the House of Lords and Commons,
were appointed to inquire into the state of the currency.
Most of the evils that had arisen were due to the sus-
pension of cash payments by the Bank of England in the
year 1797. The Bullion Committee of 1810 examined
many witnesses in order to find out the cause of these
disasters. One party stated that the bank notes were
depreciated, and that the difference between the market
price and the mint price of gold was the measuve of the
depreciation.

The other party asserted that the notes were not de-
preciated, but that the price of gold had risen. The
Committee, however, came to the conclusion that the
suspension of cash payments by the Bank of England
had caused. the depreciation of the paper, and that the
‘&ooner the Bank returned to paying its notes in. gold
the better it would be for the country.

- 1t seems hamly credible that such a simple question
should have been disputed. Whenever a note canuot be
converted into gold on demand, it must depreciate in
value.. If the holder of an inconvertible note wishes to
purchase goods, and tenders his note for payment, the
seller might accept it, but only at a discount. Thus
goods are valued at a higher price when notes are incon-
'vertlble One of the disadvantages of an inconvertible
‘paper currency is that it causes great fluctuations in
prices. Bank notes in the present day are worth their
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face value, because it is known that gold can be obtamedf
in exchange for them. ‘

The Restriction Act prevented the Bank from éashing
its notes in gold, and was passed because the Goverixment;_
of the day were afraid that all the gold would leave the'
country. Thus, in the years preceding 1819, the Bank
‘was frequently ready and anxious to pay in gold.

The evil results of this restriction, which was the cause
of depreciated bank notes, were at last seen, and an Act
of Parliament was passed making it compulsory on the
part of the Bank of England and the country bankers to
pay their notes on demand. ,

The Bank Restriction Act was continued absolutely
from 5th July, 1819, to 1st February, 1820, when the
Bank was permitted to pay notes in gold as follows,
CIERES

(1) Between 1st February and 1st October, 1820, the
Bank was required to pay its notes in gold bullion of
standard fineness at the rate of £4 1s. per oz., but only
notes of the value or price of 60 ozs. of gold could be
exchanged.

" (2) Between 1st October, 1820, and 1st May, 1821, the
Bank was required to pay its notes in gold bullion at the
rate of £3 19s. 6d. per oz.

(3) Between 1st May, 1821, and 1st May, 1823, t.hg
Bank was to pay in gold bullion upon the same plan at
the rate of £3 17s. 103d. per oz., which was the Mint
price of gold.

(4) From 1st May, 1823, the Bank was to pay ﬁss notes
in the gold coin of the realm. ‘

(56) Finally, all the laws which restra.med the exporta,—.
tion of gold were abolished, and it was &llowed to be
exported or melted without incurring any liability.

~The Bank of England commenced paying off its notes',



THE CURRENCY. 15

under £5 in 1821, and the country bankers were allowed
to issue notes under £5 until 1833, The Restriction Act
mentions®the price of gold as £3 17s. 10}d. per oz.

Now, as this concerns the metallic currency of the
country, perhaps it will be more convenient to consider
the relation of banking to this subject at once, before
stating the still greater changes in the paper currency.

In the year 1816 it was enacted that gold alone should
be the legal standard of value, and that silver should be
the legal tender of value to the extent of 40s. only. From
the reign of William I. to that of Henry III. we had in
this country a silver currency. Gold coins were then
¢radually introduced as the wealth of the country in-
creased. The value of the guinea was fixed at 21s. in the
year 1717, but the sovereign took its place on 1st July, 1817.

The weight of the English sovereign is 12327447 grains
of English standard gold, there being 1 part of alloy to 11
parts of fine gold. From the weight of the sovereign we
get the Mint price of gold, viz., £3 17s. 104d. per oz.

The Mint cannot issue a coin of less weight than
123-074 grains, or of a greater weight than 123474 grains.

The quantity of gold which the nation ought to have in
reserve to meet sudden demands is a question of con-
siderable difficulty.

Bronze coin is ouiy a legal tender for 1s. ; country bank
notes are not a legal tender.

‘The late Mr. Bagehot advocated the keeping of a large
reserve of gold by the Bank of England. He showed that
the Bank is now the only place where gold can be ob-
tained in large quantities to meet any sudden demand.
All the surplus gold coming into the country finds its way
into the vaults of that institution, because the other.
ba.nkers do not keep any- a,pprema,ble reserve of the

‘metal. The London bankers can always obtain gold'
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from the Bank of England, because the) keep bankmcf
accounts with that institution.

The Bank of England is thus called upon to 'meet the
requirements of the United Kingdom, and also to ‘settle
the differences of international trade. VVhenever we
experience a bad harvest there is generally a sudden drain
of gold to pay for foreign corn to make up the deficiency
of our harvest. All the spare money of the country
bankers and of the Irish and Scotch banks is sent to
London. This money is lodged with their London
agents, who keep their cash reserves with the Bank of
England, and consequently the latter institution becomes
the final cash reserve of the country.

It has been stated that the bankers’ balances at the
Bank of England ought not to be utilised in the same
manner as ordinary deposits by that institution, because
of this system.

The following table shows the metallic reserve of the

Bank of England from the year 1850 :—
1850 = 15,500,000
1855 = 11,000,000
1860 = 13,000.000
1865 = 14,000,000
1870 = 23,000,000
1872 = 24,000,000
1874 = 21,500,000
1875 = 22,000,000
1880 = 27,663,000
1885 = 24,178,000
1890= 21,818,000
1895 = 85,645,000

Mr. Jevons stated in 1875 that the metallic cncul&tlon
was as follows, viz. — ‘

Gold coin in ¢irculation” =100 millions.
Bullion in the Bank of England= 15 ,,
Silver . . == 15 "
Bronze = 1

- £1814 miliionﬁ.
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Although Mr. Bagehot insisted upon a large cash
reserve, we must remember that the country only requires
enoucrh gold to interchange commodities, etc. If ever
there exists a want for the circulating medium, it can, as
a rule, be obtained by raising the rate of interest, and
théreby attracting gold from abroad.

Another remedy may be found in a greater use of
cheques for small amonuts, temporarily, until we obtained
our usnal reserve of gold.

‘Sir John Lubbock has shown that gold is very little
used in comparison with cheques. A sum of £19,000,000
paid into the Bank was made up as follows :—

Cheques and bills . . . . . . £18,395,000
Notes . . . . . . . . 487,000
Coin . . . . . . . . 118,000

£19,000,000

Thus the cash was only 3 per cent. and the coin only
§ per cent. of the total transactions.

If we compare the metallic circulation of the country
with the note circulation, we find that the former has
increased rapidly in comparison with the latter,

1619 note circulation, England and Wales . £40,000,000

1870 " 1 . 30,000,000
Less . . . . £10,000,000

1819 metallic circulation . . . . £10,000,000
1870 1 . . . . 105,000,000
More . . . £—5{; 000,000

In the year 1844 the gold urculutlon was £36,000,000
and the note circulation £87,000,000, the notes therefore
being slightly in excess.

The use of cheques has increased to an enormous
extent in recent years: for example, in the year 1844
the Clearing House returns were equal to 40 times the
note circulation, in the year 1872 the returns of the
Clearing House were 185 ;imes more. This tends to
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show that a less amount of gold is now required in conse-
quence of its being superseded by cheques, combined with
other economical methods such as the use of telegraphic
transfers. Again, the greater rapidity in the cirtulation
of money tends to lessen the amount of coin réquired. -
We must always consider gold as a tool required to do
certain work in the interchanging of goods. At present it
is the best metal because of its great value, but if large
quantities were found it would, like silver, depreciate in
value. This depreciation might so increase that it would
be the means of raising the value of other commodities
measured by gold.

The country is not benefited by the import of large
quantities of gold, unless required for the purpose of
circulation. If there is a very large amount at the Bank
of England, it shows that there is very little demand for
capital.

Of course it is very important that the Bank of Fngland
notes should always be convertible into gold, and for this
reason a fair reserve is necessary; but it must be re-
membered that the Bank has never been called upon to
discharge its liabilities on notes, even at the most critical
periods in the history of banking. A

With these few remarks upon the gold currency we will
now return to our former subject, viz., the note circulation.

On the 19th June, 1828, an Act was passed which
enabled bankers in England to issue certain unstamped
promissory notes and bills of exchange upon payment of
a composition in lien of the Stamp duties thereon. The
~object of this Act was chiefly to give country bankers the -
same advantages in respect of drafis as were granted to
the branches of the Bank of England. In the following
month of the same year notes under £5 were forbidden
under certain penalties. In the year 1832 a Committee
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of the House of Commons discussed the question of the
paper currency under the following sections :—

(1) Whether the paper circulation of the Metropohs
should Be confined to the issue of one bank, or whether
there sRould be a competition of different banks of issue
wit an unlimited number of partners.

(2) Whether the note circulation of the country should
be confined to one bank.

> (3) What check should be provided to secure for the
public a proper management of the banks of issue, and
especially whether it would be expedient and safe to
compel them periodically to publish their accounts.

The Committee did not draw up any report on these
points, but from that time the Bank of England published
a weekly statement of its accounts.

The crisis of 1836 brought the question of the currency
again before the country. Lord Overstone stated that it
was time the banking functions and the management of
the currency should be separated.

In the year 1840 a Committee was again appointed to
consider the effect of the paper currency on the country.
Perhaps it will be as well to state the different opinions
expressed upon this question prior to the passing of the
famous Act of 1844.

Lord Overstone and Sir Robert Peel represented one
party and Mr. Tooke and Mr. Fullarton the other.

Lord Overstone and Sir Robert Peel held :—

(1) That the amount of circulating mediuin may be
greater or less than i3 properly required for the trans-
action of the current business of the community, and
that where greater it tends by the excess to make the use
of the circulating medium too cheap.

(2) As prices are measured by the circulating medium
it enhances their price.
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(3) That such enhancement, by reducing exports and
stimulating imports, turns the foreign exchanges against
us and leads to a drain of bullion. o

(4) If the circulating medium be too low the "’opposite-‘
effect is produced in favourable exchanges and an mﬂut .
of bullion.

(5) The principal cause of an undue expansion: of the
circulating medium is due to a too large amount oi bank
notes payable on demand.

(6) Issuers of notes can regulate at will the amount of
them in circulation.

(7) 1f notes are kept in proper proportion to the bullion
the amount of the circulating medium will be prevented
from becoming greater than it should be, and the mischief
held to arise will be avoided.

Mr, Tooke and Mr. Fullarton held :—

(1) That no greater amount of gold or notes is in
circulation than is required by the current transactions
of the country. If there is more it is hoarded up by the
bankers.

(2) That while a large portion of the circulating
medium is dependent solely upon the credit of its issuers,
its extensions can in part only be limited by the state of
that credit on one hand and by the aggregate demand of
those who are willing to pay for its use on the other.

(3) That while there is a large fund of deposits in the
banks issuing, a banker cannot affect the aggregate amount
of circulating medium by issuing or withdrawing notes..

(4) A restriction of notes must be ineffectual, because
bank notes only represent one portion of the a,ddxtlon
made by the operation of bankers.

(6) That the true measure of the voluntary a.ddltaon
made by a banker is to be found in the terms upon which
_be makes his advances.
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(6) That any attempt to control the issuing banker by
law would be in fact an attempt to fix the price of the use
of moneys

These different opinions show that the subject of the
currency was not clearly understood.

After the passing of the Act of 1844, great disappoint-
ment was felt, because the great changes which it was
supposed to accomplish did not take place.

No doubt the Act was good in some particulars. For
example the convertibility of the note was secured, but
commercial crises, panics, drains of gold, large issues of
notes, and high rates of interest were as frequent after
the year 1844 as they were previous to the passing of the
Act.

The gradual extinction of the country bank issues was
one of the objects intended by the framers of the Act,
and 1t will be seen that the provincial circulation of notes
has gradually diminished ; but whether this was advisable
or not is a question that bas been much disputed.

The failure of many banks of issue was the chief reason
why the Government by this Act intended to exercise
some control over the note circulation. One of the
popular errors with regard to paper money was that a
banker could issue to an unlimited extent. Now the
number of notes issued depends entirely upon the wants
of the people. The banker cannot make his customers
take notes, although he mlght be desirous of circulating a
large number.

Again, the Bank of England cannot control its issue of
notes, because any number can be obtained from that
institution in exchange for gold. It was also supposed
that notes could be issued by the Bank of England and
that a eertain amount of gold could always be held. Now
this is impossible, because so long as notes are in circu-
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lation, gold can be obtained for them on demand. Itis
therefore possible to drain the Bank of England of all the

gold in its possession. We must remember tha% “there is

no creation of capital by a banker issuing noteéé‘ which .
only represent capital lent. Thus the holder of a note is

really the lender of capital, although it appears that the
banker acts in that capacity. In this manner the banker
makes a profit on the capital entrusted to him through

the medium of his notes. v

It has been disputed whether the issue of £15,000,000
of notes by the Bank of HEngland against securities is
sufficient, but when that institution was allowed to issue
to any amount without holding gold against the excess in’
the years 1847, 1857, and 1866, it was only in 1857 that an
excess occurred, and then only for the comparatively small
sum of £800,000.

Notes economise capital, because. without them a larger
amount of gold would be required for circulation. It is
very important that they should be always convertible, and
in order to secure this the Bank of England raises the rate
of interest when the amount of gold held in reserve appears
too small.

The Government, in consideration of the privileges given
to the Bank of England in respect of the note circulation,
receives in return £172,000 per annum, which is really a
part of the Stamp duty. ‘

‘With these remarks upon bank notes we will now con--
sider the leading provisions of the famous Bank Act of
1844, upon which the currency of our country is now
definitely settled. ‘ o
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CHAPTER 1V.
' BANK ACT OF 1844,

Frou and after 31st August the Issue Department
of the Bank of England shall be separated from the Bank-
ing Department ; that the Issuing Departinent may issue
notes to the extent of £14,000,000 upon securities set
apart for that purpose, of which the debt of £11,015,100
due from the Government to the Bank shall form a part ;
that no amount of notes above £14,000,000 shall be issued
except against gold coin or gold or silver bullion, and
that the silver bullion shall not exceed one quarter of
the amount of gold coin or bullion.

Any person is entitled to demand notes from the Issuing
Department in exchange for gold bullion at the rate of
£3 17s. 9d. per oz.

Should any banker discontinue his issue of notes, the
Bank of England may upon application be empowered by
an Order of Council to increase its issue to the extent of
two-thirds of the issue thus withdrawn, but all the profit
of this increased issue must go to the Government.

- The Bank of Ingland is allowed to compound with
issuing banks, and consequently forty-three banks in
‘England made agrecments to that effect with the Bank of
England. The Bank of England is exempt from Stamp
duty.

- No new banks of issue shall be formed.

That bankers claiming to issue notes shall send a return
of their issue during the twelve weeks next preceding the .
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27th April, 1844, in order to obtain the average amount
of their issues.

Banks uniting need not give up their note iswe, pro-
vided that it shall not be lawful for any such umted bank
to issue notes at any time after the number of pa,rtners
therein shall exceed six persons.

Every banker must transmit a weekly account to the
Commissioner of Stamps and Taxes. .

Certain penalties are incurred by issuing more notes
and not making returns in accordance with the Act.

The Bank of England’s weekly account should be in

the following form :—
IssUuING DEPARTMENT.
Notes issued. Government debt.
Other gecurities.
Gold coin and bullion.
Silver bullion. |
BavKiNg DEPARTMENT.

Proprietors’ capital. Government securities.
Rest. Other securities.
Public deposits. Notes.

Other deposits. Gold and silver coin.

Seven days' and other bills.
In 1854 bank notes were defined by Act of Parliament as
“ bills, drafts or notes issued by a banker for the payment
of money to bearer on demand, and which shall entitle
the holder thereof without indorsation to the payment of
any sum of money on demand, whether the same shall be
expressed or not, in whatsoever form shall be deemed to
be bank notes ™’
The followmg table shows the increase in the note cir-
culation of the Bank of England :—
£
1718= 1,829,930
1778= 7,030,680
1790=10,217,000
1800 = 15,450,000
- 1810=23,904,000

1819=25,657,610
" 1830=20,620,000
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: £

1840~=17,231,000

1844 = 20,250,000

1850 = 19,520,000

1861 = 20,010,000

1865 = 21,090,000

1870 = 23,300,000

1872 = 25,540,000

*875= 27,346,000

880 = 26,915,000

1885 = 24,667,000

1890 = 24,961,000

1895 = 25,870,000
From these tables we observe that there has been a
large increase in the note circulation of the Bank of
England. This is more clearly seen if we compare the
note circulation of the United Kingdom with the increase
in the number of bank offices and also with the population.
Thus, while the population between 1851 and 1878
grew 23 per cent., the circulation of bank notes grew 35
per cent., and although the bank offices had increased 91
per cent., which would mean a greater use of cheques,
there was still a great development in the note circulation.
‘The following table will show the present position of

the issue of English country banks in 1896 :—

Private Banks. Joint-stock. Together.

No. |Auth. Issue. | No.! Auth. Issue. | No. [Auth, Issue.

By Act of 1844 . . .| 207 | £5,153,407 | 72 | £3,495,446 | 279 | £8,648,853

Since ceased to issue | 145 | £2,933,350 | 87 | £1,521,244 | 182 | £4,454,608

Amalgamated without
loss of issue . . . 6 6
151 _ 188
}Rema.iia_ing Co 56 £2,220,046 85 £1,974,202 | 91| £4,194,250

* The recent amalgamation of private banks with Messrs. Barclay and
lco. Wwill reduce the number to 43, and the authorised issue will be £677,385
s
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The following table shows the decresse in the average
circalation of country banks since 1844 : — '

£

1844 = 8,170,000
*1850 = 6,320,000
1855=6,850,000
1861 = 6,110,000
1865 = 5,800,000
1870= 4,890,000
16875 4,812,000
1880 = 3,400,000
1885 = 3,036,000
1890 2,367,073
1895=1,747,925

There has been a diminution of 43 per cent. in the issue
of private banks and 55 per cent. in joint-stock banks. Of
the issue of joint-stock banks, 74 per cent. was compulsorily
forfeited under the Act and 26 per cent. by bankruptcy.
Of the issue of private banks 32 per cent. was forfeited
under the Act, 21 per cent. was given up voluntarily, and
47 per cent. was lost through bankruptey.

Authorised issue lapsed :—
£

1844-8 =428,410
1849-53=282,081
1854-8 =234,174
1859-63=178,212
1864-68="753,814*
1869-78 = 157,099
1874-75=163,178

. £2,187,868
1875-95=2,236,363

£4,424,981
In consequence of the above lapsed issues the Bank

of England authorised circulation has increased from
£14,000,000 to £16,800,000. -

*The large amount lapsed in 1864-68 was principally due to the
National Provincial Bank giving up its issue on opening & London office..
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From the above tables it will be seen that there has
been a gradual diminution in the issues of country banks
caused elther by bankruptcy or amalgamation. Again
the greater use of Bank of England notes has superseded
the local issue.

The banks issuing notes within sixty-five miles of
Liondon have diminished in much greater proportion than
those beyond, which is due to the fact of their nearness
to Liondon.

It is to be noticed that the country note circulation is
less in August than in May, the difference being about
£500,000.

Mr. Jevons has prepared a statement showing the
variations from week to week from 1845 to 1862 :—

In 18th week of the year . . . . £6,920,000
,y 3lst . ' . . . . 6,370,000

Diminution . . £55,000

In 19th week of the year . . . . £6,900,000
, 32nd ’ . . . . 6,350,000

Diminution . . £55,000

Bank of England notes are a legal tender for payment
of debts in England, but not in Scotland. With regard to
country bank notes they are a legal tender if not objected
to on that account, but the holder must circulate or present
them for payment the next day after their receipt if he
wishes to charge the transferor in case the banker fails.
The holder, in fact, must treat country bank notes as
cheques, in order to preserve his rights to sue in case of
dishonour.
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CHAPTER V.
NOTE CIRCULATION OF SCOTLAND.

THE note circulation of Scotland is pecufiar to that of
England because in the former country there is an issue
of £1 notes. Thus in 1879, out of a total circulation of
'£5,522,000, no less than £1,974,000 represented £1 notes.

Another point to be noticed is the great confidence
.which the Scotch people have in their note circulation.

The issue of notes in Scotland is now regulated by the
Act of 1845, but previous to that vear any bank could be
formed with the privilege of issuing notes.

The opposition to the Act of 1845 was overcome by
giving the existing banks the sole right of issuing notes,
which practically meant the exclusion of new banks in
that country.

This Act imposed unequal conditions ; for example, one
bank was allowed to issue £1 for every £11 18s. 7d. of
capital, whilst another could issue the same amount
for £2 5s. 8d. .of capital. Another hardship is supposed
to exist in compelling the banks. to keep gold in their
vaults for the excess above the authorised issue. _

There is always a large increase in the note circulation
in May and November, consequent on the payment of
rents, etc., being made on 15th May and 11th November.
At these periods of the year large sums of gold are
obtained from the Bank of England and sent down to
Scotland in order that the Scotch banks ¢an make thelr
returns in accordance with the Act of 1845.-
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This hypothecated gold very soon finds its way back to
the Bank of England after the returns are made up. The
Scotch banks ‘make a profit of about 2s. 6d. per cent. on
their note circulation.

- We will now state the leading provisions of the Act of
1825 :— ’

(1) Scotch banks are allowed to retain their £1 notes.

(2) The power of issuing notes is confined to those
banks that issued notes in the year preceding lst May,
1845.

Banks amalgamating are allowed to retain the aggre-
gate fixed issue of the separate banks. They may exceed
their limits, but the excess must be represented by coin.
They must make a return of the amount in circulation to
the Stamp Office of the average amount of four weeks.
If notes are in excess of the authorised circulation, and
gold is not kept in reserve against such excess, then the
bank which infringes the law must forfeit the amount not
covered by gold.

Bank of England notes are not a legal tender in
Scotland.

- The Government reserves to itself the right of inspect-
ing the books of the banks in order to ascertain the
correctness of the returns. _

. The following tables show the present position of the
note issue in Scotland :—

Banks. Fixed 1ssue.
By Act of 1845 . . . . 19 £3,087,200
Reduction by Amalgametion . . 6
Failure of Western Banks, includ-

ing Ayrshire Bank . 2 387,938
s
Balance E £2,749,271
City of Glasgow 1 62,021
10 £2,676,350
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THE AVERAGE CIRCULATION SINCE 1844.
Over limit of

Act, 1845,
. £ . £

1844 =3,020,000 210,000
1850 =8,220,000 140,000
1855 = 4,100,000 1,020,000
1861 =4,200,000 11,450,000
1865 = 4,380,000 1,680,000
1870=5,110,000 2,360,000
1872 = 5,320,000 2,570,000
1874 = 5,904,000 8,297,650
1876 = 6,099,000 2,297,650
1880=5,550,000 2,878,650
1885=5,745,000 3,068,650
1890:= 6,276,323 3,599,973
1895 = 6,938,879 4,262,529

The note circulation of Scotland has increased in far
greater proportion than the population.

The English bankers complain that the Scotch Dbanks
have privileges which they do not possess. It would be
impossible for any bank to succeed in Scotland unless
allowed to issue notes and this is prevented by the Act of
1845.

It seems only just and right that the Scotch banks
should forfeit their rights of issuing notes upon opening
London offices. It is manifestly unfair that English
country banks and Scotch banks should be treated dif-
ferently. Of course it was never contemplated when the
Act was passed that the Scotch banks would open London
offices.
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CHAPTER VL
NOTE CIRCULATION OF IRELAND.

THE note circulation of Ireland was finally settled by the
Act of 1845. The authorised issue, like that of the Banks
of Scotland, was to be the average amount of the year
ending 1st May, 1845. If any two banks amalgamate the
new institution may issue to the amount of the circulation
of the united banks. If apy bank voluntarily surrenders
its right to issue, and agrees to issue Bank of Ireland notes,
the Bank of Ireland may increase its authorised issue to
the full amount of the issue of the bank which has surren-
dered its right of issue. This provision is quite different
from the Act relating to Scotland.

In Ireland all notes must be payable at the place or
places where they have been issued or reissued, whilst in
Scotland notes issued at the branch office are payable only
at the head office. The amount of gold held for the excess
of the authorised issue in Ireland must be held at the chief
office, or at four chief places of issue.

"No new bank of issue can be formed. The issue of
notes in Ireland was in private hands until the establish-
ment of the Bank of Ireland in 1782 with a monopoly of
banking, but an Act passed in 1821 allowed joint-stock
banks to issue notes, provided they had no office in Dublm,
or mxty—ﬁve miles beyond.

‘When the Act of 1845 was passed no private bank
issued notes in Ireland. _

The* following table shows the ‘increase in the note cir-
culation of Treland since 1844 :—
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AVERAGE CIRCULATION.

limit of Act, 1849, '
* Above or under

£ g
1844 = 5,940,000 - + 600,000
1850 = 4,510,000 - 1,840,000
1855 = 6,360,000 + 10,000
1861 = 6,260,000 - 90,000
1865 = 5,980,000 — 870,000
1870 = 6,880,000 + 330,000
1875 =7,064,000 + 710,000
1880 = 6,548,000 + 194,000
1885 = 6,225,000 < 189,494
1890 = 6,838,716 + 474,992
1895=6,400,123 + 45,699

The eight banks which issued notes were reduced to six
by amalgamation, but the fixed issue remained the same,
viz., £6,354,494.

The effect of the bad ha,rvests in Ireland and also the
social and political disturbances in that country is exem-
plified by the note circulation in recent years. Thus,
comparing 1879 with 1878 there has been a fall of 13 per
cent. If we compare the laws which regulate the English
country note circulation with that regulating the Irish
and Scotch circulation, we observe that £1 notes are only
allowed to be issued in Scotland and Ireland. Again,
Bank of England notes are not a legal tender for money
either in Scotland or Ireland.

The English banks cannot exceed the limit fixed by “bhe
Act of 1845, whilst the Irish and Scotch banks can do so
if they keep the excess of such issue in gold. The English
banks make a return of their weekly amounts, whilst the
Scotch and Irish banks return only a monthly amount of
their notes in circulation. »

In England, when two banks amalgamate, thexr mght.‘
of issuing notes is forfeited. The foﬂomng table shows:
the average note clrcu]a,twn of the banks m the Unlte&":
Kingdom :— - :
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BANKS OF ISSUE IN 1874.
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Lowest Actual| Highest Actual Average Actual
CGive.perBank.] Cire. per Bank. Cire. per Bank.
England and Wales——
" Private Banks . £1,825 £125,937 £23,000
.- Joint-stock Banks 1,191 311,641 43,700
Scotland ~ . . . 104,000 789,000 536,300
Ireland o 476,000 2,879,000 1,128,200

The.Banking Act passed in 1879 allows the English
joint-stock banks to protect their note issue by stating in
the articles of association that the term limited liability
does not apply to the note issue, and that shareholders
will continue liable in respect of notes issued in the same
manner as an unlimited company.
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CHAPTER VIIL
BANK OF ENGLAND.

TrE foundation of the Bank of England is due to William
Paterson, a Scotchman, who in 1693 proposed that the
expenses of the war with France should be met by a
national loan. Forty merchants subscribed £500,000
towards the sum of £1,200,000 lent to the Government ‘at
the rate of 8 per cent. per annum. For this consideration,
the subscribers were to be made a corporation under the
title of the Governor and Company of the Bank of England.

The Act passed in 1693 stated : ‘‘ Their Majesties may
make commissioners take subscriptions for £1,200,000 " ;
and section 20 states: ¢ Their Majesties may appoint
rules for transferring, and make the subscribers a corpora-
tion by the name of the Governor and Company of the
Bank of England ”.

The Bank of England did not originally have the sole
monopoly of joint-stock banking, but when .it was pro-
‘posed to start another bank in 1708 on the same principles,
the directors succeeded in obtaining that monopoly.

The Charter was renewed in 1697, 1708, 1713, 1716,
1721, 1742, 1746, 1749, 1764, 1781, 1800, 1808 1816 1833,
and 1844. ' -

Mzr. Bagehot considered the. monopaly given to the Bauk
“of England was injurious for the following reasons, viz. +—

(1) Banking ought to be free, becguse monopohes arei

- likely to be injurious to the pubhc unless kept Wmhm_
“reasonable limits. .
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(2) The Bank, being in some indirect manner connected
with the Government, is supposed by many to be in
reality & Gevernment institution.

3) By, this means it had a better reputation than
sther institutions of a like character.

(4) *When crises, panics, etc., occur in the country, it
was expected to lend money to all comers.

(5) Finally, in consequence of this monopoly, it became
the sole cash reserve for the country.

No doubt the Bank occupied a far more lmportant
position than it does at the present time. The rapid
growth of English joint-stock banks has been the cause
of this change.

The Bank of England is managed by a governor, a
sub-governor, and twenty-four directors. The late Mr.
Bagehot thought it would be better if the Bank had a
permanent head rather than a coutinual clmnge of
governors. The re-election of Right Hon. W. Lidderdale
during the Baring crisis shows somewhat the necessity of
having a permanent governor. The Bank of France has
a perinanent head, the governor being appointed by the
Government for life. .

The influence and position of the Bank of England
during the eighteenth century were far greater than in the
pregent day. The London bankers were then very jealous
of its position. Its large capital and its large issue of
notes made it a very formidable opponent. .

Wee can easily understand how it came to pass that the
B‘a,nk‘sh‘ould"'ﬁx the rate of interest for money. Being the
only joint-stock bank, and also holding large deposits in
comparison with the. pnva.te bankers, caused it to assume
that position. .

- We haye stated that the rate of interest. ﬁxed by the
Bank: 5f England became the market rate, but the enor- .
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mous increase of capital in the other banks heus now led
to an alteration in this respect.

* The Liondon joint-stockbanks have in a ceftain degree
abandoned their usual plan of allowing intgrest on
deposits to be governed by the Bank rate. . PO

The Bank of England is comparatively a small lender of
money and therefore its rate does not indicate the real value
of money in the market. We must ascertain exactly the
whole supply of capital and demand for it before we
‘can ascertain the correct rate of interest. Including loans
and discounts the Bank lends less than § of the ameunt
lent by the London joint-stock banks and less than } of
that lent by the London Bill brokers.

However, as a lender of money, it has always exer-
cised great caution, and only advanced monay upon
the best, securities. The capital of the Bank amounts
to £14,553,000, which is enormous compared with the
capital of other banks, and tends to keep the dividends low.
Thus from 1797 to 1822 the dividends were from 10 per
“cent., and from 1817 to 1876 the average was 8'6 per cent.

The Bank was started on condition that a certain sum,
viz., £1,200,000, should be lent to the Government. The
increase in the following years was due to further loans
to the Government of the day, and in return it .ob-
tained renewals of its charter and also other advantages.

The following table shows when loans were made to
- the Government and the balance of debt still due to the
" Bank of England :— -
' 1694= 1,200,000
1708= 2,175,000
1716= 4,175,000
1721= 9,100,000 .
1742=10,700,000
1746=11,681,000 .

1816=14,686,000-
1844.76=11,015,000 .
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The following table shows the increase in its liabilities: —
. . £ )
1797 = 13,770,390
1833 = 30,937,000 (mcludmg notes)
- 1844=14,550,000
1850 = 18,800,000 "
1855 = 17,800,000
1865=21,200,000
1872 = 29,300,000
1885-91 = 32,630,000
1895 = 46,000,000

Since the passing of the Bank Act of 1844 its reserve
from 1846 to 1891 in proportion to its liabilities has
dithinished—

from 1846-54 = al per cent.

. 1864-72=42 |,
»  1885.01= 42 .

but in‘1895 the proportion increased to 58 per cent.

In this country the Bank of England is the only bank
where large amounts of gold can be obtained to meet home
and foreign demands, etc. Its position therefore as a bank
of discount is very often impeded, because -the rate of
interest is advanced in order to prevent the reserve of
gold getting too low. |

It has been mentioned that the Bank Act of 1844
divided the issue from the banking department, and from
that time the two offices were kept separate.

The weekly returns were to be drawn up as follows :—

Is8UE DEPARTMENT.
- Notes issued. Government debt.
Other securibies.

Gold coin and bullion,
Silver bullion.

BANKING DEPARTMENT.

Proprietors’ ca,pltal : Government securities.
. Rest. - , ' Other securities.
‘Public deposits. Notes. .

‘Other deposits : Gold and silver coin.

Seven day and other bills.
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~ The business of the Bank of England consists of three
groups or divisions, viz. : (1) The management of the
National Debt. (2) Isque of bank notes. ('8) G‘rovem-
ment and private banking.

The Government pays the Bank about £172 000 per
annum for undertaking the entire management of the
National Debt. This debt amounts to £589,147,000, zmd
is divided amongst about 170,000 holders.

Although no interest is allowed the deposits in recent

years have increased to a large extent, showing the con-
fidence which the public have in that institution.
ANNUAL AVERAGE OF DEPOSITS.
£
1844 = 18,300,000
1850 =17,600,000
1855 = 16,800,000
1860 = 20,100,000
1865 = 20,700,000
1872 = 29,300,000
1875= 26,413,000
1880 = 32,950,000
1885 = 33,451,000

1890 =233,364,000
1895 = 40,556,000

Whenever there has existed in the country a feehng of
‘distrust against banks, leading to a withdrawal of deposits,
the Bank of England has always been an exception. The
deposits during such periods have invariably increased.
‘We might consider it as a model institution for the other
banks of the country. B
‘ If at any time its ma.nagement has been censured, it
‘wes in consequence of its position as a bank of issue, or
as a bank holding the gold reserve of the country It
-cannot be said that the Bank ha,s Ient money m a.
‘reckless manier.

The .public depos1ts vary cons:dera,bly according to the_
freqmrements of the Government. It has: been stated '
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that it would be better for the Money Market if ‘the
Government account was divided amongst the various
banks of the Metropolis, on the understanding that such
banks should hold Governmeut securities against the
-Government balances., This would have prevented large
W1thdra,wa.ls of avmla,ble capital from -one institution
instead of from a larger number. Every bank in this
case would keep a certain reserve against the said
balances.

The seven day and other bills issued have diminished
considerably. In the year 1844 they were more than
£1,000,000, now they only amount to £201,000. The
great decrease in these bills is no doubt due to the
greater facilities offered by the joint-stock banks of the
country. All the branch banks issue drafts upon their
London offices.

The “ other deposits” stated in the weekly report
include - the bankers’ balances, which certainly ought to
be utilised by the Bank with great caution.

Mr. Hankey states that when the bankers’ balances are
very large, the Bank does not use the amount in excess,
These balances form a part of the reserve of the bankers
and the aniount has increased considerably in late years.
If the London bankers kept their own reserves, they
would collectively keep a larger amount. At times we
may expect to see fluctuations in the rate due to the
Bank holding the cash reserves of other banks.

‘We will now consider the assets in the Banking De-
partment. :

‘The Government secumtles amount to £10,785, OOO
thus nearly the whole of the capital of the Bank is m-'_
vested in interest- bea,rmg securities.

The amount of the other securities has 1ncreased as
"follown — o
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£
' 1844= 9,400,000
1850=11,100,000
1855 = 15,300,000
1865 = 20,500,000
1870=18,600,000
1872 = 21,400,000
1892 = 29,777,000

These other securities include the bills discounted. If
we deduct the temporary advances and the bills dis-
counted we find that the fluctuations of the remainder
have been small in late years :—

£
1844 = 5,400,000
1850 =" 7,200,000
1860 =11,100,000
1870 = 8,500,000
1872=10,600,000

" The bills discounted from 1844 to 1872 have fluctuated
greatly,” which is due to the fact that any one properly
introduced may have a discount account. This is quite a
different method from that of the other Liondon banks.
However, the Bank as a discounter of bills does not occupy
in the present day the same. position as in former years.
This is in consequence of the growth of capital leading to
the formation of joint-stock banks and discount companies.
- The competition between the Bank and the outer mar-
ket is great. If the Bank’s rate is below that of the outer
market, there will be a large increase of business from
outsiders. This would cause a demand, and consequently
the rate of interest rises. ‘

- In consequence of competition in recent years, the Bank
stated that although the published rate was the official
minimym, yet under certain conditions it would discount
bills at a lower rate of interest.

Durmg commercial crises the bﬂls discounted gmount
o a very la,rge sum, because every one expects at. such'
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times it should lend money in the shape of loans and
advances.

- Mr. Bankey states that the Bank ought never to have
encquraged this opinion, but at these periods it has
been found expedient to lend freely. In the year 1825
the directors stated: “The Bank had taken a firm and
deliberate resolution fo make common cause with the
country ™.

Its position during the commercial crises of 1847,
1857 and 1866 was entirely due to monopoly. If
banking had been free, the risks would have been
divided amongst many banking institutions, and con-
sequently tend to minimise panics.

At the present time the joint-stock banks have larger
reserves, and therefore would not be so dependent upon
the Bank of Iingland in cases of emergency.

The following table shows the average amount of bills
discounted :— ‘

£
1834 21,800,000
1844 == 2,700,000
1855 = (,000,000
1866 = 9,600,000
1868 = 6,000,000
1872 = 6,900,000
1873=7,757,000
1874 =4,665,000
1875 = 4,402,000

The average rates of discount have decreased in recent

years. ' ' ‘

Average rate from 1844-1856:23 158. 3d. per cent.
L »  1857-1872=£4 3s. per cent.
” " 1890 1894 = £3 1s, 10d. per cent.

The ]atter half "of the year always shows the highest
rates. , This is in consequence of more busmess being -
tra.nsacted in autumn and early spring.
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Average Rates of Discount. Correct Batasd
 1844=24% per cent, 1875=38 4- 8
1850 =24 per cent. 1876=2 12 1
1855 = 4% per cous. 1877=2 18" ©
1860 =4} per cent. 1878=3 15 8
1865= 4% per cent. 1879=2 10 4
1870=3 per cent. 1885=2 17 7
1801=3 5 2
1892=2 10 7 -
1898=3 1 O
1894=2 2 38
Averagofntes d 1895=2 0 O

1825-44=3 11 10
1845-91=3 14 6
1845-74=3 18 5
1875-91=3 5 9
1885-04=3 3 2
1844-79=3 16 3
1885-91=3 8 4
1890-94=3 1 10

The action of the Bank during commercial crises we
shall consider separately. Since the year 1825 the follow-
ing facilities with others have been granted to the cus-
tomers of the Bank :— ‘

(1) The Bank receives dividends by power of attorney
for all persons having drawing accounts at the Bank.

(2) Cheques may be drawn for £5 and upwards instead
of £10 as heretofore.

3) Ca.sh boxes taken in, contents unknown, for such
parties as keep accounts at the Bank. . ‘

(4) Bank notes are paid at the counter mstead of
drawmg tickets for them as heretofore. ‘

(5) Cheques on city bankers, paid in by 3 PM are
recexved and passed to account the same evening.

(6) Bills of exchange payable at the Bank are paid mt’h'
or without advice, heretofore with advice only, BT

(T) Notes of country bankers pay&ble in Liondon are sent
‘out the same day for payment.

8 Cheques are given. out in books and not m sheet:s as'
héretofore.
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CHAPTER VIII.
JOINT-STOCK BANKING.

ONE of the reasons why joint-stock banks were allowed
to be formed in this country was in consequence of the
failure of many private bankers. Thus in 1793 one
hundred stopped payment, the same nuwmber in 1810, a
greater number in 1812, and in 1814, 1815 and 1816 about
360, making a total of nearly 1000 from 1791 to 1818.
However, the first joint-stock banks formed were not
more successful than their rivals. Again it was thought
that banking was a very profitable business.

It was also discovered that the Bank of England's
Charter stated ' only borrowing or owing money on their
bills or notes ” was prevented, and therefore it was quite
possible for a joint-stock bank to be formed to receive
money on deposit.

Mr. Joplin stated in 1823 : ““That public banks have not
hitherto existed, more especially in London and Lancashire,
seems to have risen from the want of a proper knowledge
of the principle of bankin-é rather than from the Charter
of the Bank of England, which I find docs not prevent
public banks for the deposit of capital from being
established . _ :
 An attempt was made to induce the Bank of England
to give .up its monopoly of exclusive banking, but that
iusﬁtution‘ would not, however, agree to the proposition. .
The Government, nevertheless, in 1826 passed an Act
allowing joint-stock ‘banks to be formed beyond sixty-five
miles of Tindon.
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The statute states: (1) “That banks’ of an unlimited
number of partners may be formed, provided that they
shall not have any house of business in Liondon ‘or at any
place within sixty-five miles thereof. :_f

(2) ““No such banking company was to issue or relssue .
either directly or indirectly within the prescribed distance.
any bill or note payable to bearer on demand or any bank,
post bill, nor draw upon its London agents any bill of
exchange payable on demand, or for any less sum than
£50, but they might draw any bill for any sum of £50 and
upwards in London or elsewhere at any period after date
or after sight. ’

(3) “ Banks of an unlimited number of partnus may lsquc
notes, but they must deliver at the Stamp Office an
account containing the names of the firm, ete.

" (4) * Co-partnerships may sue or be sued in the names of
their public otficers.

(5) “The Governor and Companv of the Bank of England
may empower agents to carry on hanking business at any
place in England.”

Banks were. very soon formed in various parts of the
country ; thus in 1826 there were joint-stock establishments
at—

3

Liverpool. Darlington.
Maxchester, and two branches. " Lancaster, and three branches.
M&nothest,er a.nd} and nine branches. Whit-eha.ven.

‘Liverpool, | Cualisle, and seven branches. -
Birmingham, Leicester.
Wolverhampton, Norwich, and nine bro.nehe
Shefficld. Stamiord. -
Barusley. ‘%pa.lding
Bradferd. . Gloucester.. .
‘Halifax. Langport, and fourteen hre.nches
Huddersfield., Plymouth,
Enaresboro'. Devonport:
quk '

Unfortunately the supply of Jomt-stock banks wag far
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greater than thé demand. A few years later a large
number of them failed through lending mouey in a
reckless inaunner.. '

People began to look upon them with distrust. Tord

Overstone observed in 1832: I think the joint-stock
banks are deficient in everything requisite for the conduct
of banking business except extended respousibility. The
banking business requires peculiarly persons attentive to
all its details, constantly, daily, hourly watchful of every
transaction, much more than mercantile or trading
business. Joint-stock ba,nkmg, of course, obhge# to act
through agents and not by a principal, and therefore
under the restraint of general rules cannot be guided by
so nice a reference to degrees of difference in the character
of responsibility of parties, nor can they undertake to
regulate .the assistance to be granted to concerns under
temporary embarrassinents by so accurate a reference to
the circumstances favourable or unfavourable of each
case.”’ , .
These remarks of Lord Oveystone were no doubt quite
correct with reference to Joans on personal security, but
when banks were formed in Liondon it was impossible to
carry on business on these principles, consequent on the
rapid development of trade in the Metropolis. A London
banker cannot study and know the position and standing
of each individual to the same extent as the country
banker.

In the year 1833 banks were allowed to issue notes
above £50 payable on demand in London. They were
required by this Act to keep a weekly account of their
nbteks in circulation and make a return to the Commis-
sioner of Sta.mps. On the renewal of the Charter of the
Bank.of England in 1833, the ‘Government would not
alte_r it, so as'to prevent joint-stock bauks being formed in
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Loundon. They therefore inserted a clause allowing joint-

stock banks in London p10v1ded they did not borrow or

take up in T:zgland any sum or sums of money*on their

bills or notes payable on demand or at any less time $han

six months from the borrowing thereof. No partnership

that exceeds six persons shall make or issue in London or

within sixty-five miles thereof any bill of exchange or pro+

missory note or engagement for the payment of money on'

demand or updn which any person holding the same may
obtain payment on demand.

This "Act also stated that an account of the bullion,
notes in circulation and deposits in the Bank of England
shall be transmitted weekly to the Chancellor of the
Exchequer. Joint-stock banks were soon formed* in
London after the passing of this Act. The London and
‘Westminster began business in 1836, the Union Bank in
1839, the Liondon and County in 1839, and the Commercial
Bank of London in 1840.

The London and Westminster Bank in its prospectus
stated that it would receive current accounts on the
same terms as other Liondon bankers. No interest would
be allowed on any current account. Deposit receipts
would be issued for sums from £10 to £1000 bearing
interest at the rate of 2 per cent. per annum, but if the
amount should be withdrawn within three months, no
interest would be allowed. Parties respectably intro-
duced not having an account at the bank might neverthe-
less have their bills discounted or loans granted them on
approved securities. The bank would act as agent to
joint-stock banks, private bankers, and other pa,rtieé" re-
siding at a distance. Persons who should reqmre letters
of credit to any part of the United Kingdom, the Conti- -
nent of Europe, or other parts of the world, rmght obtam
them. -
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- The joint-stock banks formed in London had to con-
tend with great difficultiecs. These hanks existed only in
the form of an ordinary comnion law partnership and con-
'sequently in an action all the shareholders had to join.
This wés not remedied until the year 1844. The London
and Westminster Bank applied for a bill to sue and be sued
in the name of its chairman, but this was refused. In
consequence of this all the London joint-stock banks
were sued in the names of trustees.

The Bank of England refused to open accounts for the
new banks in its books and the private hankers wou]d
not admit them to the Clearing House.

The Act which permitted their formation did not allow
them to accept bills at a less date than six months. In
the year 1838 an Act was passed which allowed * a bank-
ing company to sue and be sued by any of its members
exactly as if they were separate individuals V. Prior to
the passing of this Act, a shareholder in two different
banks was unable to take proceedings. In the year 1840
this was extended to criminal cases.

By an Act passed in 1856 retiring directors in banking
companies were made eligible for re-election.

In the year 1857 joint-stock banks were bound to
register themselves in the same manner as other com-
panies. This Act also allowed the nuinber of partuers in
private banks te be increased to ten. Banks were allowed
to be formed with limited Hability in the year 1858, and
all those that were formed after that date were on t.‘ms
prmcxple '

- This was beneﬁclal because shareholders as a rule like
“to know the extent of their liability.  If a bank is un-
limited. there is & tendency for its shareholders to consist
of a clags with little capital. It has been suggested that
directors of banks should be liable to an anlimited extent
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in order to give a greater protection to shareholders, but
we think' there would be some difficulty in obtaining
directors of high repute if such conditions were tinposed.
If a bank is registered as a limited liability company, it
is still desirable that it should have a portion of its
capital uncalled, as a protection to its depositors.

The following table will show the various dates: at
which the joint-stock banks were formed in this
country :—

From 1820 to 1830=10
1831 ,, 1835= 128
1836 ,, 1840 =
1841 ,, 1845= 3
1846 ,, 1850 = 0,
1851 ,, 1856= 1
1856 ,, 1860= 0
1861 ,, 1865 =20
1866 ,, 1870= 5
1871 ,, 1874=11

118

These banks are divided as follows :—

] X : i
184D, ; 1o, | Vgeh. | 1870, | 1875, ). 1495,
Purely London Banks - o 4 } 7 f 11 { 12 12 } "5
London and Provineial banka{ 1 } 2 9 | 8 Too12
Provincial Banks P s5 1 o3 |2 99 82
. {5 ] 941 1131 112! 118{ 99
1 { I . i
— =

Some of these banks have a large number of branches.:
The number of bank offices has largely increased in
récent years.

n 1&;1 = 962 offices=1 office to 18,700 inhabitants.
1854= — , 1 » 18,500 -
1870=1651 ,, 1 W 18,500 .,
1875==1885 w 1 o 12,600
1878=2195 ,, —

1883 =2881 » 1

11,188 0,
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In the year 1877 no less than seventy-five new bank
offices were added in England and Wales.

The foMowing table shows the increase in joint-stock
bankg from 1844 to 1894 :—

: 1844, 1804,
Joimt-stock Banks, head offices . . . 106 09
Do. do. branches . . . 498=604 2577 =2676

These tables show the enormous growth of joint-stock
banks in this country.

Mr. Gilbart stated that the capital of a bank should be
at least one-third of its liabilities, but when we see banks
paying large dividends, from 15 per cent. to 20 per cent.
and upwards, we may be sure that the capital is small in
proportion to their liabilities. In Scotland the proportion
is about one-sixth, but the London banks show a much
smaller proportion.

In the year 1876 there were 116 banks, with the
enormous capital of £31,151,429. These banks have
accumulated out of their profits as reserve, the sum of
£12,973,218. Thus :—

No. Capital. Reserve,
Purely London Banks . .12 £7,364,472 £2/138,844
London and Provincial Banks. 7 4,424,964 1,684,188
Purely Provincial Banks . .97 10,361,993 9,150,236

116 €31,161429  £12,973,218

The increase in the banking capital of the United
Kingdom in 1876 was £1,908,291, in 1877 £1,800,000, and
in 1878 £1,200,000. In the year 1876 there was an in-
crease in the capital and reserve of ninety-three banks, in
1877 of ninety-five banks, and in 1878 of eighty-four banks.
- This is very satisfactory, because it shows that the
banks are strengthening their reserves against Increasing
;ha.bﬂxtles. In the year 1878 fully £1,000,000 of capltal
was lost, by the failures of the City of Glasgow and West

of England Banks. .
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The prospectus of the London and Westmmster Bank,
-which we have quoted, stated that money would be taken

on deposit. Although this is the usual practice amongst
bankers, yet it has been stated that it is no part of a
banker’s business to find investments for those who are not
customers, but who wish to leave money at interest. "

The competition between bankers, bill brokers, and
foreign and colonial banks in Liondon has made it dlfﬁcult
to employ deposit money at a profit.

If money ““at call” is § per cent., and first-class paper
is discounted at # per cent., it is a question whether
bankers can afford to pay even } per cent. on deposits.
It was stated recently in a Liondon paper that when call
money was $ per cent. it 'scarcely paid for the ink, paper
and labour in making the necessary entries. We must not
forget to include the working expenses before ascertaining
the amount of interest which a banker can pay on deposits.

In times of distrust the depositor is generally the first
one to demand his money, and therefore it is a question
whether bankers ought to encourage deposit banking.
The recent Australian banking crisis shows that the
depositors are the first to take alarm ; in fact the banker
might consider the depositor as his natural enemy.

The growth of deposits and current accounts in some
of the London banks is shown in the following table :—

1844, 1874.

London and Westminster . . £2,697,000 £30,020,000
Joint ', . . . . . 2,245,000 16,000,000
Union . . . . 1,591,000 14,120,000
Commercial Bank of London . 240,000 -
London and County . . . 1,231,000 20,072,000
City. . . . 3,290,000

- Imperial . 2,100,000
Central —_— 770,000
Alliapce | —— 1,922,000
Metropolitan . ——

or an increase of 10 10 per oent L
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The ‘deposits of the London and Westminster Bank
increased from £266,844 in the year 1835 to £1,361,545 in
the, year 1840.

- The following table shows the increase in the deposits,
etc., of the principal joint-stock banks in London from
1849 to 1859 :—

i . Current and Guarantee | Proportion | s aenqg
‘Whera , s Increase and of Capital &
Capital, Bank. |Year.| Deposit b L
| Formed. P ear Ac:&:" n‘m’ Per (lent,. I}‘b:gtl v'e G;x)z\mgg; %, Bonus.
£ g £ € Per Cent.
1834 |1,000,000 | London | 1849 3,680,000 108,000 6
' and | 18541 7,177,000 95 134,000 16 14
Westmr.| 1859 11,115,000 55 200,000 10 18
1836 | 600,000 | Joint |1849 | 2,792,000 132,000 9
1854 1 6,161,000 120 156,000 12 | 25
1859 | 9,556,000 55 229,000 ’ 9 © 18
) ; |
1839 720,000 | Union |1849: 2,835,000 | 50,000 6
1854 1 7,031,000 148 50,000 11 | 15
1850 9,318,000 33 | 95,000 9 | 15
1889 500,000 | London 1849. 1,675,000 28,000 ! 6
and (18541 3,779,000 126 62,000 15 12
‘| County 1853] 4,975,000 32 105,000 12 1
1855 | 300,000 |CityBk. 1359; 2,293,000 33,000 '; 6

The London and Westminster Bank, for emmp]e, in-
creased its amount on current and deposit accounts in
ten years from £3,000,000 to £11,000,000, and the London
Joint-stock Bank from £2,700,000 to £9,500,000.

The deposits in the London joint-stock banks some-
times show a decrease during a period of distrust. This
is shown by the following table in 1878, when there were

several bank failures :—
Cass DerosiTs,

Dee. 51, 1878, Juue 30, 1878, June 30, 1871

£ £
London and Westminster 21, 490 000 26,760,000 22,770,000

Joint . . . . 13,850,000 14,080,000 14,610,000
Upion .. . . . 12,400,000 12,540,000 12,710,000
Qity .. .. . 2870000 3,020,000 2,360,000
Allancd. . . 1,810,000 2,430,000 1,600,000

Carry Forward . 52,420,000 60,330,000 54,050,000
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Case DEPOSITS.
Dec, 81, 1878. June 30, 1878.  June 30 1871

£ £
Brought Forward . 52,420,000 60,330,000 §4050000

Imperial, . . . 1,620,000 2,270,000 2,280,000
Consolidated . . . 2,560,000 2,960,000 2,450,000
Central . . . .. 960,000 1,140,000 570,000
Metropolitan . . 320,000 -~ 590,300

London & South Westam 1 560 000 1,570,000 570,000

Totals 59,120,000 68,590,000 59,860,000

The paid-up capital and reserve of these London bhanks
amounted to £10,370,000 on 381st December, 1878, and
£10,490,000 on 30th June, 1878.

The Economist gives the final results of totals and
averages of the entire London banks for the period 1875-
1878, as follows :—

1. 1878. 1877. 1876. 1875.
Capital paid up and £ £ £ £
reserves . . . 10,530,000 10,370,000 10,270,060 10,090,000
11, ‘ .
Cash deposits . . 59,440,000 68,720,000 71,420,000 74,690,000
III1.

Business profits. . 1,210,800 1,183,500 1,061,000 1,285,000
Equal on cash de-

posits, per cent. .  87s, 10d. 32s, 10d. 29s. 4d. 83s. Td.
. Iv,
Expenses . . . 461,990 447,450 435,000 415,000
Equal on cash de- :
posits, per cent. . 14s. 6d. 18s. 5d. 11s, 10s. 114.
Casm Dgrosi?g, 3lst DECEMBER, 1894, '
London and Westminster . .. . . 26,88%,000
Joint (including Imperial) . . . . 14,444,000
Union . . . . . . . . 14,120,000
City . . . . . . . 6,647,000
Parrs and Alliance . . . . . 18,179,000
Consolidated . . . . 3,421,000
London and Midland (formerly Cemral) 12,167,000
London and South Western L 6,510,000

. There has been a gradual decline of net pmﬁts in recent
‘years. ‘Thus the purely Metropolitan banks, viz, Loudon
and Westminster, Union, Joint-stock, City, Tuondon and
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‘South Western, Consolidated, and Martins, show a net
proﬁt of 8s. 6d. per cent., whereas twenty years ago it
was 22s. per cent.

Unfqrtunately it is unpossxble to give the same details
"showmg the progress of the joint-stock country banks,
because a large number of them did not publish balance
‘sheets until quite recently, but in order to show the rapid
progress of English banking, we give the following state-
ment of 100 banks, viz. .—

100 BANKS, ENGLAND AND WALES.

1883, Deposits . . ' . . »  £286,100,000
Cash and money at call . . . 79,550,000
1895, Deposits . . . . . 485,277,000
Cash and money at call . . 144,163,000

Comparing 1869 with 1878 we find that the banks
paying between 5 per cent. and 10 per cent. were more in
1869 than at the present time. The profits have increased
with the greater activity in trade, and it is satisfactory
to note that the reserves have increased more than the
profits.

Total of reserves . 1869 = £12,815,000
1878 = 21,297,000
or an increase of 60 per cent. for 110 banks :—

1869, 1878,

I}No. Capital. | No. | Capital.

f £ | £
: Ba.nks paying 20 per cent. and upwards 15 | 5,302,000 18 | 5,828,000
e 5to 20 per cent. . 20 | 5,439,000 28 |12,684,000
N ' 10 to 16 ’e . . | 86 114,057,000 44 {21,916,000,
" " 5 t0-10 o . . | 86 14,182,000, 15 | 6,620,000

» » . lessthan 5 . .1 3 1,850,000, 4 564,000

PRI e |

Banks {110 (40,331,000, 109 47,632,500

:‘.-.';._This gféat é._ccnmulation of capital in joint—stock banks
has taken place during the short period of fifty-three years.
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It is to be hoped that these banks will steadily progress,
not forgetting to increase their reserves in proportlon to
an increase of liabilities. -

It is desirable that a uniform balance sheet should be
published by all the joint-stock banks in anland and
Wales, because it would be of great advantage fo the
commercial world, as well as to the banks, which
could by comparison gain some valuable information.
Thus any defects in the management might possibly be
discovered and remedied. "



CHAPTER IX.

THE PRIVATE BANKERS,

THE private bankers are steadily decreasing in this
country. This is seen from the following table :—

1808 = 600
1810 = 721
1844 = 335 and 93 branch offices.
1875 = 251

1894 = 101 and 464 |,

"

i

|
| 1s60. | 1365, | 1870. | 1875 | 1804,
Purely London Bankers, - 53 46 47 55 21%
Provincial - - 239 211 207 196 80

292 257 254 251 101

In the year 1878 four private bankers stopped payment,
thus still reducing their number.

LONDON PRIVATE BANKS.

1810 == 40 Clearing House.
1845 = 26 1 ’
1858 = 25 Clearing Bankers,

22 Non-Clearing Bankers.
1866 = 14 Clearing Bankers.

18 Non-Clearing Bankers,
1872 = 13 Clearing Bankers.

17 Non-Clearing Bankers.
1878 = 12 Clearing Bankers.

18 Non-Clearing Bankers.
1895 = [ 9 Clearing Bankers.

16 Non-Clearing Bankers,

_ This great decrease has been caused partly by amalga-
mation and partly by the banks becoming extinct. When

* The zecent amalgamation of banks with Messrs. Barclay & Co. will
reduce the sumber to 20 and 68 respectively.
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a private bank becomes extinct its place is generally taken
by a joint-stock bank. There seems to be a tendehcy to
have a small number of large private banks whieh become
larger, whilst the business of smaller banks gradu&lly
dindinishes.

The capital at the dlsposal of the London private
bankers was estimated in 1834 at £29,500,000, of which
the sum of £3,000,000 belonged to the country bankers.
Mr. Dup estimated in 1876 that the money lodged with
the Liondon private bankers amounts to £80,000,000 and
with the country private bankers to £93,500,000.

The private bankers of the present day are men of
known wealth and position, and this, combined with
their intimate knowledge of banking, has been the cause
of their great success.

Several of the large private banks in Liondon occupy an
eminent position in the commercial world.

In recent years the private bankers have taken a Very
wise step by publishing balance sheets.. The first bank
to do this was the firm of Messrs. Glyn, Mills, Currie &
Co. This policy has proved eminently successful, because
it has shown that the private banks have large capital and
reserves in proportion to their liabilities.
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CHAPTER X.
BANKING IN SCOTLAND.

Tae Bank of Scotland was the first bank formed in
that country. It obtained an Act from the Scotch
Parliament on 17th July, 1695, which authorised the
Crown to grant a Charter of Incorporation. Unlike the
Bank of England it was not connected with the State,
although it possessed a monopoly of bauking for twenty-
one years. This bank did not at first receive money on
deposit, and its profits depended entirely upon the note
circulation.

The next bank formed was the Royal Bank of 1727.
Its promoters complained that the Bank of Scotland
charged too high a rate of interest for loans; that
it was hostile to the House of Hanover; that it was
very exacting with regard to the securities required, and
that loans on its own stock were not allowed.

The formation of this bank abolished the monopoly of

the Bank of Scotland. '
- The British Linen Company was formed in 1746 for
carrying on the business of linen manufacturers as well as
of banking. The former business was soon, however,
relmqulshed

The next bank formed was the Ayr Bank. Its pro-
moters supposed that they could issue notes to an
~unlimited extent, but this popular delusion was soon
‘dissipated. After issuing £800,000 of paper money, the
bank was unable to pay the notes on presentation. In
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the year 1772 it stopped payment, and the effect of its
suspension was so great that only three of the then
existing private banks survived the panic. .
Although there are now no private banks in Scotland
yet there were eight in existence in 1819.
The following table shows the increase in the number.
of banks and branches :—

1819 =30 chief offices and 97 branches.

1830 =27 ” 145,
1845=20 ., 376 .,
1864 =13 ” 591,
1878 =12 " 910
1894 =10 " 1008,

- The number of oftices in proportion to the inhabitants
is larger in Scotland than in England or Ireland. Thus :—
No. of offices in 1826=167 or 1 to every 13,170 inhabitants.

" 1841 = 830 . 6600
" 1856 =585 . 5230
, . 1872=790 . 4250
N 1883 =898 " 4200

Although the facilities for banking are greater in
Scotland than in England, yet ou the other hand the
working expenses must tend to lessen the profits of the
banks. ,

The great success of Scotch banks is supposed to be due
to the following circumstances, viz. : 1st, banking in that
country was not originally a monopoly, although the
privilege of note issue made it so at a later date; 2nd, it
was treated as an ordinary business in which the State was
only indirectly concerned; and 3rd, the only restrictions
were, that the banks should confine themselves to banking.

The Act of 1845 relating to Scotland stated that no new
bank of issue should be formed in that country, and this
practically prevented new banks opening, because the issue
of notes is an essential part of Scotch banking. Since the
Act was passed, seven banks of issue h}swé censed to exist,
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viz., Aberdeen Bank, Dundee Bank, Eastern Bank, Edin-
burgh and Glasgow Bank, Perth Bank, Western Bank,
and City of Glasgow Bank.

We have already noticed that the issue of £1 notes was
allowed by the Act of 1845 and also that the Scotch cir-
culation has far exceeded the authorised limit. This Act
also prevented other banks from being formed, and con-
sequently we have large institutions with correspondingly
great liabilities. If at any time a bank failure should
occur in the country the effect would be most disastrous.
No doubt there would have been more banking institu-
tions in Scotland if the existing banks had not practi-
cally .a monopoly.

. Another feature of Scotch banking is the system of
deposits. Small amounts are received, and consequently
the banks assume the character of savings banks for
the country. Banks are able to take these small amounts
partly in consequence of a high rate of interest ruling
in Scotland. The great prosperity of the Scotch people
has, however, been attributed to the system of deposit
banking.

This concentration of capital at places where it is most
required must materially benefit any country and increase
its wealth. ‘

In Scotland there are more shareholders in banks in
proportion to the inhabitants than in England or Ire-
land. The Scotch people have great confidence in their
bankigg institutions.

" For example :—

England . . .1 share to 416 persoms.
Ireland -1, 438,
Scotland . . 1 ., , 253 »

By.'vi;his means runs on the banks have been prevented
in tivses of panic and commercial disaster.
"The people are, therefore, more directly interested in
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the banks, and consequently in times of panic &nd com-
mercial disaster do not lose confidence. _
The system of cash credits is another peculiar feature
of Scotch banking. Any person who can obtain two
sureties who are willing to give a bond, is allowed to dra.w.
against the amount placed to his credit at the bank.  The
sureties have a right to inspect the bank books in. or&er to
see that the account is in strict accordance with the b_ond
The progress of money lodged has not been so rapid as
in England. Thus:—
1826 = 21,000,000
1841 =27,000,000
1844 = 38,192,000 .
1855=43,271,000 .
1865 = 56,185,000

1875 ="78,405,000
1895=93,489,068

The following is a-list of the banks now in existence :—

Paid-up (‘apxta] Rmsarve

Bank of Scotland . . 1695 oO 000 800 000
Royal Bank of Scotland . 1727 000 000 754,879
British Linen Company . 1746 1,250,000 1,400,000
Commercial Bank . . 1810 1,000,000 675,000

National Bank of Scotland 1825 1,000,000 785,000
Union Bank of Scotland . 1830 1,000,000 505,000

Clydesdale . . 1838 1,000,000 545,000
Aberdeen Town and County 1825 252,000 134,000
North of Scotland . . 1836 400,000 56,000
Caledonian . . . 1838 150,000 69,000

9,302,000 5,717,879

The Bank of Scotland, the Royal Bank and the British
Linen Company are chartered banks and hmxted in their
liability to the public, their corporate pmperty being a.lone
liable for debt. The remaining banks are limited.

~ The total liabilities of these banks amount to £120,387, 697
and their cash and Government securities to £53, 200 000.
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The ratio of cash in hand and money at call is about
17} per cent.

The mote circulation of the Scotch banks is equal to
abou 50 per cent. of their capital and reserve fund.

Th&t the Scotch people are prudent, saving, and indus-
trious is shown by the cash deposits, which amounted a
few years ago to £90 per head of the adult male popu-
lation. This is a far greater proportion than in England
or Ireland.

The Scotch banks are to be commended for publishing
a complete balance sheet, which enables us to show
clearly the progression of banking in that country :—

11 Banics.

LIABILITIES.
N R | Aco N e ;
bepost | N IR i
- | ! |
£ I N &
18656 | 57,140000 | 4986946 | 2,668,881 04,796,247 |
1869 | 63820000 ‘| 5300947 | 4,296,319 73,508,077 |
0000 | 93480005 | 633528 | 2081038 | 120387607
! ; "
~ AsSETS.
i .

anki Stocks and | Banking Total

i Advanoss. :tﬁf;];‘f{é:,’; Promiscs, | Reswrees. Asets.
| ‘ = T | & £ T ET
| 1865 | 54,976,548 | 8,925,530 | 1,091,862 | 17,207,925 | 77,193,871 |
| 1860 | 61095648 | 4,037,530 | 1187114 | 20,114,153 | 86,434,559 |
| 18940101 60,743.952 (31,008,042 | 6,350,998 | 22,165,770 | 120,397,007 |
| han s) N %
1 .

The following abstract of balance sheets from 1870 to

1877 is taken from seven banks, viz., Bank of Scotland,
Royal Bank, ‘British Linen Company, Commercial Bank,
"Natloua.l Bank, Union Bank, Clydesdale and City of
'Gla.sgow ‘Bank :—
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Due toProprietors.: Dne to Public. . Assets. . : :

: ) -+ Total Net

) ~ Asaets. | Profits,

Capital. Reserve.! Cire. Deposits.| Accepts. Cash,ete. Dise'nts.’ |
| T N

£ £ 1 g N £ £ . " £

18701 | 877*{ 351 | 585 | 5960 | 4'11 | 2316 | 5979 ' 8195 | 1109 |
1874-5 | 9-00 3-46 | 746 | T427 | 505 | 27621 7268 100:80¢ 128%
18756 | 900 449 | G686 | 7437 572 | 2749 | 7338 10087 | 1275
1376-7 900 498 ; 684 | T363 | 624 | 2895 ! 7265 .101-307| 1287

1894 (10} 7 Lo . 209 1 99-1¢ . a9

banks) 9-00 571 ‘ 6:73 | 9348 | 208 | 22:16 | 6074 ;120 331 936

These tables show— )

(1) That in every case but two there has been an
increase in the note circulation of £1,000,000. '

(2) An increase of deposits in twenty-four years of

' £34,000,000.

(8) There has been a decrease in acceptances from
£4,110,000 to £2,980,000.

(4) The net profits of the Scotch banks show a decline,
as is the case with the English banks.

There was a decrease in deposits in consequence of the
failure of the City of Glasgow Bank, This is shown from
the following statement :—

May 18,1878 . . . . . . £78,000,000
October 19,1878 . . . . . 78,000,000
May 17, 1879 . . .. 67,000,000

The latest reports of the bfmks show, however, that

_the deposits are steadily increasing.’

“Another feature of Scotch banking was the allowance
of interest on eurrent accounts, which somewhat differs
from the procedure of the majority of English JDanks.
Interest was formerly allowed on current account by
some of the English banks, but the system was abandoned
because with increasing compebltxon it was foun& to be
unprofitable.

In 1863 . the Eacotch banks ﬁ\:ed the rate for dmly;

. 0'000 s omitted from colurans 2 to 9 and 000’s from Lolumn 10, thu.s ‘
£877 = £8770°000. o . &
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‘balances from 1} :to 4 per cent., and for minimumn
balances from 2 to 44 per cent.
 The interest for advances from 1822 to 1864 was never
below 4 per cent. :— .
. 1847 =5} per cent. 1863 =7 per cent,
1856 =6 per cent. 1864 =8 and 9 per cent.
1857 =63 per cent, .

An account of the progress of the Scotch banks would
be incomplete without reference to the great banking
disasters in 1857 and 1878. :

It was thought that banking in Scotland was safe and
prosperous; in fact, some believed that the failure of
banking institutions in that country was impossible.
This delusion was dispelled by the great failures of 1857
and 1878. These great disasters showed that Scotch
bank directors could act in a reckless manner like direc-
tors of other companies. The failures of the Western
Bank of Scotland in 1857, and the City of Glasgow Bank
in 1878, were very similar in character. In 1857 the
Western Bank lent to four or five private firms a sum
equal to its capital. This bank had also an agency in
New York, and a large proportion of its deposits was sent
there to support all kinds of speculation. When, how-
‘ever, speculation in America experienced a sudden check,
the Western Bank found itself in the possession of a large
amount of worthless securities. The bank was unable
to meet its liabilitids, and consequently had to close its
doors. It tas ascertained that the capital of £1,500,000,
the reserve fund of £227,000, and £916,864 Gs. 8d. in addi-
tion were lost. The failure of such a large bank caused a
run upon all the others, but by giving credit and paying
?thé notes of the bankrupt bank it was soon stopped. .-

‘The City of Glasgow Bank suspended payment for a
“short time in 1857, but judged by later events it would
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have ‘been better if it had never opened its doors. The
failure of this bank in 1878 was very disastrous, because
the English as well as the Scntch banks felt the effects:
of the suspension.

Shareholders of banking institutions in both Gountries
saw how easy it was to be deceived. The accounts of the
Glasgow Bank had been falsified from the yeﬁ’t‘ 1873.
The liabilities of that bank were £2,000,000 more than
stated in the balance of 5th June, 1878, whilst the assets
were nearly £5,000,000 less, namely ;:—

Bills of exchange . . . . £2,400,000 less than stated.
Advances on heritable property . . 50,000 ”
Cash on hand . . . . . 400,000 .
“Government stocks, ete. . . . 1,500,000 "
£4,550,000

Deducting the capital and reserve, £5,190,983 11s. 8d.
had to be provided by the shareholders of the bank.

The Act of 1845 stated that the excess in the circula-
tion above the authorised issue should be provided for by
gold, but for some time the Glasgow Bank had made false
returns to the Government, because it did not héld suffi-
cient gold to represent the excess.

No doubt Sir Robert Peel intended that the gold held
should be a cover for the note issue, but it seems that the
Act of 1845 was a failure in this respect. The other
banks promptly met the disaster by paying the notes of
the Glasgow Bank, and also by giving every facility to
those who had money locked up in that bank. »,The
business of the City of Glasgow Bank was conducted in
a ‘very bad manner. The directors lent large sums of
»money to their own ﬁrmf, :m less than £5,800, 000 WAS
lent to .four commercial houses ‘in ‘which they were
mterested They also supported rotten coneern§ which.
every day were becoming more msolvent and 1ssued bills
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-'s_ﬁpposed‘_to be deawn in Melbourne but in reality at
‘Glasgow. As a last resource they invested large sums of
money upon land in Australia and New Zealand, thus
hoping to retrieve their position. It is important to
remem\ber that when the City of Glasgow Bank’s accept-
ances were refused in London, the bank was really
doomed and its doors were closed within a week. This
shows the danger that may arise from any bank
having too many acceptances in the market. Although
this great failure depreciated the value of bank shares,
and also caused a large withdrawal of deposits, yet it was
not without its advantages, because it was the means of
clearing away insolvent houses.

Banking was brought prominently before the public, and
many irnportanih questions relating to that subject were
discussed with a view to certain reforms being carried out.

The opening of London offices by Scotch banks has
excited a great deal of interest in this country.

The following Scotch banks have opened London
offices :—

Bank of Scotland opened in 1869
Royal Bank of Scotland ' 1875
British Linen Company ’e 1877
National Bank of Scotland " 1867
Union Bank of Scotland . 1868
Cly&e4da1e Banking Company ,, 1877

It has been stated that the Scotch banks have not
‘shown their usual prudence by opening offices in London
‘fox the followmcr Teasoms i— :

- (1) They had in their own country a prosperous and
sound business, with profits and (]Wldends conmdera.bly
‘mcleasmg : ‘ v

S (2) That the scheme of opening London offices is a
departm:,e of the most marked kind from- the maxims
which have hitherto gmd_ed them.
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- (8) That the Scotch banks assuming responsibilities of
London institutions must remodel their reserve fands.

The Scotsman of March, 1878, stated “that the experi-
ment of raising deposits in Scotland and using them in
London will be watched with interest ™. : “

- Another point in connection with the opemng of Lon-
don offices was the large increase in the a,ccept;ances of
those banks. This kind of business must always be
carried on with great caution. In times of commercial
distrust there is the possibility that the credit of any bank
may be affected by the amount of its bills circulating in
the market. The securities also held as cover may
depreciate in value. :

The following table shows the increase in the accept-
ances of Scotch banks from 1870 to 1877 :—

1870-1. | 18767, Increase.

£ £ £
Two banks with London offices . 2,220,000 3,620,000 1,400,000
City of Glasgow Bank . . . 770,000 1,350,000 280,000

3,000:000 4,970,000 1,670,000
Five other banks . . . . 1,120,000 1,770,000 630,000

4,120,000 6,740,000 " 2,300,000

In 1876-7 these acceptances were equal to one-fourth
of the total acceptances of the Liondon joint stock banks,
but there has been a great decrease in recent yea.rs It
seems an anomaly to allow Scotch banks of issue to open
branches in London when English country banks have. tof‘
forfeit their note circulation if they do the same thing.

The National Provincial Bank gave up its issue on;'v
opening in London, losing thereby £10,000 per annum,
Besides this the Scotch Act of 1875 gave the banks con-
siderable privileges, which pmctlca.llzy secux:ed for’ tbem
the monopoly of banking in that country ‘
~ Mr. Goschen-in 1875 introduced a bill to prewent he__
‘Scotch banks from opening in. Lond;m, but tlne et w1thf
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considerable opposition and was abandoned. A clause
was inserted in the Banking Bill of 1878, stating that all
banks. openting in London should forfeit the right of issu-
'mg notes.; but this also was struck out before the bill
qassed

The dividends paid by the Scotch banks in 1869 were
in comparison with the English banks in a lower class,
the reason apparently being in consequence of their large
capital. If we compare 1869 with 1878 we find that the
Scotch banks had considerably increased their dividends,
but the period from 1878 to 1894 shows a decrease :—

, i 1869, 1878,  1804.
Bank of Scotland . . . . 12 14 12

British Linen Company . . . 18 14 15
Caledonian Banking Company . . 10 14 8
Clydesdale . o . . . 10 14 10
Commercial Bank . . . . 13 15 15
National Benk . . . . . 12 15 15
North of Scotland . L 10 188 64
Union Bank of Scotland . . . 10 13 10
City of Glaggow . . . . . 8 113 -
Royal Bank of Scotland . . 8 9 8
The Scotch banks in 1876 agreed to the following
charges :—

(D Interest on money lodged and on advances and dis-
counts to be fixed at meetings of the banks to be held at
Edinburgh.

(2) In addition to the discount s commission of 1s. 84.
per cent. is charged on bills p&ya.ble in Scotland; on bills
payable in London no commission is charged, but. else—
Where in England and Wales, 2s. 6d. per cent. ﬂ

3) Other fixed charges are made for negotiating docu-

»ments payable on demand, for granting drafts, making
‘tmnsfers, ete.
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CHAPTER XI.
BANKING IN IRELAND.

BaxkiNg in Ireland resembles more the English system
than the Scotch; because the monopoly of joint-stock
banking was given to one institution, viz., the Bank of
Ireland, which was formed ninety years after the Bank of
England, viz., in 1783.

The Charter of this Bank prevented p&rtnershlps of
more than six persons being formed in Ireland, and con-
sequently there existed a large number of weak private
banks. Many of the latter failed and had a prejudicial
effect npon the trade of the country. '

In the year 1824 the Bank of Ireland surrendered its
monopoly of joint-stock banking beyond sixty-five miles of

Dublin, but it was not until the yvear 1845 that all the
restrictions upon banks having more ‘than six partners
were abolished. From 1845 any joint-stock bank could
have offices in. Dublm, but no new bank was allowed to
issue bank notes. ‘ - :

The privilege of ]omt-stock banking was crranted to the :
Bank of Treland, because that institution lent its capital,
viz., £680,000, to the Government, and in the. year. 1821 8

further sum of £500,000 was lent. Thus the c&pxtal of
that bank was increased to £1,180, OOO :

~ In the year 1825 an Act was passe& for- the purpose of
assnmﬂa,tmg the currency of Ireland w:th that of England "
anor to this date an English: shﬂhng was valued at 13d.,
‘and an. Enghsh sovereign at £1 1s. 84,
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- The Act of 1845 relating to Ireland was very similar
to that relating to Scotland. In both countries no new
banks were allowed to issue notes, and the existing banks
were permitted to retain their £1 notes.

. The banking institutions now in existence are—the
Bank of Ireland, which is a chartered bank like the Bank
of England. It is the Government bank, issues notes,
and has numerous branches. The Provincial and National
Banks have London offices and issue notes. The Hiber-
nian Bank and the Royal Bank of Ireland do not issue notes.

At Belfast there are three joint-stock banks, wiz., the
Northern Bank, the Belfast Bank and the Ulster Bank.
These three banks issue notes and have numerous branches.

At Cork there is the Munster Bank, which was
established in 1865. There are two private banks, viz.,
Messrs. Guinness, Mahon & Co., and Messrs. Boyle, Liow,
Murray & Co. All the other private banks have dis-
appeared although the names of twenty-one appear in
the Post Office London Directory for 1817.

The eleventh annual report of the Provincial Bank of
Treland for May, 1836, gives a good account of the progress
of Irish banking :—

“To show the progress of competition it may be
sufficient to sta.t.e that prior to 1825, when the Act 6,
G'reorde IV, c. 42, was passed, under which the Provincial
Bank was established, the Bank of Ireland ha,d' no
establishment out of Dublin; that in Dublin itself there
‘were only four more—and these were private banks—and
-that in all Ireland there were no other than private banks,
&nd those only in Belfast, Cork, Wexford and Mallow.

"From 1825 to 1834 banking offices in the chief cities and
towns of Ireland had been gradually established by the
_Provincial Bank, the Northern Bank and the Belfast
‘Bank, to ‘the number of about fifty; while within the
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short space of the last two yearsthe oﬁices of 3omt-stock
banks having resident managers or agents, beyond fifty
miles from Dublin, added to the branches of the Bank of
Ireland, have increased to upwards of one hundred and
twenty, and appear to be daily augmentmg in number
Besides which there are a variety of stations attended on
market-days by non-resident agents on behalf of one or
other of such banks.” :
The following table will show the increase in the

number of offices :—
1851 =170 offices or 1 to every 38,300 inhabitants.

1872=865 " " 14,800 "
1875=404 " 13,100 .
1878=409 " 10,788 .

1883 =542 (131 are sub-branches) 9,520 - .
1895 =493 offices or 1 to every 9,543 "

In 1877 no less than 39 new offices were opened. ThJS‘
shows that the Irish banks are glvmg every fa,c1hty for
the deposit of money.

- It was impossible some years ago to state the amount
of money lodged in all the Irish banks because some of
them did not publish any balance sheet, but the following
table shows the increase of the private balances in the
Bank of Ireland, and the deposits of the Hibernian Bank,
the National Bank, the Southern Bank, the Provincial
Bank, the Royal Bank, and the Ulster Bank :—

1840 = 5,5537,000
1846= 8,442,000
1852=10,773,000
1855 = 12,285,000
1860 = 15,609,000
1865 = 18,619,000
1866 = 20,957,000
1867 = 21,794,000
1868 =22,168,000
1869 = 22,672,000
'1870 = 24,366,000
1871 = 27,348,000
~ 1874.2=81,700,000
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~ All the banks now ‘publish- balance sheets, the amount
;of depemts being £43,612,697.
. The year of formation, the paid-up capital, the number

»0f prognebors, and the number of offices of the Irish banks
‘were ag follows :—

| 75
Formed. {Oﬂices. Capital. | Proprietors. Divicsiends.
£
‘Bank of Ireland . .| 1783 | 50 2,769,230 — 11
‘Northern Banking Co. . | 1825 44 300,000 718 183
Hibernian Bank . 1825 32 500,000 1380 10
Provincial Bk. of Ireland| 1825 44 540,000 2000 20
Belfast Banking Co. .| 1837 86 250,000 648 .36
National Bank =~ . .| 1835 ;106 |1,500,000 4000 8
Ulster Banking Co. .| 1836 44 250,000 1020 18
Royal Bank of Ireland . | 1836 5 | 300,000 1350 12
. Munster Bank, Limited | 1864 40 i 350,000 1163 8

- The proportion of paid-up capital and reserve to liabili-
ties of Irish banks in 1875 was larger than that of the
English and Scotch banks :—

Purely |London& | Purely | oo .. Irish

Bk e PR Bk, | Banks.

| Capitad . . . . 7'3 71 | 121 92 | 140
Reserve . R . 27 29 . 54 3:6 56

' Total pmpnetors funds . 10-0 100 i) 12+8 196
Money lodged . . 735 832 803 761 | 655
Note circulation — — ‘9 | 62 ‘149

'| Acceptances . . . 16°5 68 1-8 4-9 -
" 900 | 900 | 825 | 874 | 804
'zotal . s+ .| 1000 | 1000 | 1000 | 1000 | 1000

The followmor table ‘shows the present position of the
Trish ba.nks.

Branches. - Capital Paid up

¥ , o
Bk of Treland . .. 59 2,769,281
Belfast Banking Camps.ny L 40 © 400,000
Hibernian Bank. @ . . . 59 . 500,000 -
SMunster Bank . . . . 52 200,000

Nation 1 Bank . .- . . 104" 1,500,000
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Branches.  Capital Paid up.

Northern Banking Company . 51 . 450?000
Provincial Bank of Ireland . 60 540,000
Royal Bank L 7 . 300,000
Ulster Bank . . . .. 61 450,000

Their deposits amount to £43,612,697, against cash,
£10,642,482 and investments £17,644,605.

The banks of Ireland have not suffered so muéh from
failures as the Knglish and Scotch, and appear to' be
conducted on sound principles. Their business is steadily
increasing, although not so rapidly as the English banks.
The systemn of audit of the National Bank ought to be
mentioned, because it is worthy of imitation. The share-
holders appoint three of their number to inspect the books
of the bank, and these can if necessary employ profes-
sional auditors to assist them in drawing up their state-
ment. Thus three separate audits of accounts are brought
before the shareholders at the annual meeting.
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CHAPTER XII.
ACCUMULATION OF CAPITAL IN BANKS.

HAviNG briefly considered the progress which the various
banking institutions have made, we will now show the
enormous increase of deposits in all the banks of the
United Kingdom.

Mr. J. G. Hubbard stated that the deposits held by
country bankers from 1832-1841 were from £16,000,000
to £20,000,000. In 1847 Mr. Wilson stated that the
banks in the United Kingdom were about 1600 and that
their deposits amounted to £200,000,000 or £250,000,000.
The accumulation in recent years has been very great.
Mr. Newmarch in 1850 stated that the deposits of the
banks in the United Kingdom were about £260,000,000,
and Mr. Palgrave in 1871 estimated the amount as.
£662,000,000.
~ Mr. Dun stated in his paper read before the Statistical
Society 'in 1876 that the amount had increased to
£782,000,000, as follows :—

London Banks—

. Joint-sbock . . . . . £93,400,000
© Private . . . . . .. 80,000,000
£173,400,000
London and Provincial Banks . . . 60,400,000
Purely Provincial Banks— i -
Private Banks
.. 256,000,000
- Joint-stock Banks ‘ .
Total—England and Wales p . .. -£489,800,000

“Carvy Forward . . . . .. £489,800,000
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_ Brought _Fo'rwa‘rd‘_ P _ . £489,800,000

- Scotland . . R S .. 105,900,000
Ireland v O . . RN . 48,400,000
. : . 644,100,000

Bank of England . . . .. 70,600,000 -

Discount Houses . . . .. 87,900, 000

£782 600,000

It must be also remembered that the Foreagn and
Colonial banks in Liondon have a large ‘amount of capital
at their disposal :—

‘77 Colonial Joint-stock Banks with London Offices, £156,305,379
22 Foreign " " " 09 466,147

bémdes 23 Colonial and Foreign joint-stock banks without
London offices. This latter class has large sums _of
money deposited with the London bankers.

Mr. James Dick in a paper read before the Institute of
Bankers in 1892 gives the following estimate of deposits
in banks for 1891, viz. :—

Deposits ascertained . . . . £660,660,000
Savings Banks' deposits ascertained .. 113,988,000 ’
London Private Banks estimated . . 50,000,000
Country » . . 50,000,000
Forbign and Colonial Banke estimated . 120,000,000
£994,648 000

We must not forget the rapid progress: which the
Savings Banks ‘have made since they were esta,bhshed in
1818 :—

" Deposits 1820= 2,915,000
© 1841=24,474,689
i 1851—-28931000_.‘.

© 1860 =41,258,000
1863 Post-Oﬁice Savmgs Ba.nks openeu . .
. 1870 Bavings Banks . - . £379690004
Postp()ﬂioe Sa.vmgs Bank ‘ 15,089,000
e, A 80,412,000
~ Trustee: Sa.vinga Ba.nks L 44,208, 000
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In 1891 the total deposits in Savings Banks amounted
50 £113,988, OOO showmg an -increase in thirteen years of
£39,000,000.

This great accumulation of money in banks during
recent, years shows the rapid. growth of capital in the
United Kingdom. Mr. Griffen estimated the capital of
the country to be £8,500,000,000. This great increase in
the wealth of this country is no doubt partly due to the
banks, which have directed capital to enterprises where
it can be utilised at a profit. There are, however, some
dangers connected with this vast accumulation of money
in banks. For instance, we have in this country only one
place (viz., the Bank of England) where the sudden require-
mehts of the money market can be met. It'is the only
place where gold can be obtained in any large quantities
to meet a sudden demand. The bankers keep practically
their reserves with the Bank of England, and therefore in
times of bad credit it has to meet great demands. Although,
therefore, the increase in deposits has been very rapid,
the increase in the reserves of bankers has been small,
partly in consequence of the Bank of England being the
bankers’ bank. :

Of course, it is impossible to meet all liabilities on
jdemand yet it is necessary for banks always to have
‘gufficient reserves to meet any sudden withdrawal of
?deposxts, Again we know that large reserves are neces-
sary during periods of financial distrust, when it i8
desirable that good mercantile firms should be able to
obtain accomodation.
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CHAPTER XIII.
BANKING AND COMMERCIAL CRISES.

‘WE shall now consider certain periods in the history of
banking when its progress has been retarded. The great
foundation of our banking system is confidence, but when
by reckless speculation on the part either of banks or of
the commercial world there exists distrust, the result ma,y
be disastrous both to banking and commerce. -

The history of English commerce shows great fluctua-
tions in prices of commodities, in accordance with the laws
of supply and demand. If any great catastrophe affects
one industry, the effect is in time felt by other industries.
This is partly due to the division of labour, which is the
outcome of the expansion of trade. Manufacturers are
able to produce goods in large quantities at a reduced cost
in consequence of the division of labour. This cheapening
process increases the demand for commodities. On the
other hand, we must not forget that the system has its
disadvantages, because ‘trades - become more dependent
upon one another. For example, we know how dependent
the iron industry is upon that of coal. The result is that
the producer and consunier are not brought into contact
with each other, and consequently when one falls a grea.t
riumber of intermediaries are affected. o

"We know that depressed agtnculture ca.uses at&gnatlon
in trade, because it is still & large mdustry in this countx:y
Banks in agncultura.l districts - are conslderably a.ﬁected‘
‘when that industry is depressed. -
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If there is a series of bad harvests there is a less
amount of capital to be spent upon other industries, con-
sequently during such periods we should expect to see the
deposits in banks decrease.

Credit is singularly varying. It confers advantages, but
on the other hand there are corresponding disadvantages.

We have observed in a former chapter the disastrous
effect upon banking by the indiscriminate circulation
of bank notes, a form of credit which is now strictly
regulated by Acts of Parliament.

Again, the use of credit enables capital to be transferred
to places where it 1s more urgently needed. As a rule we
might say that capital finds its way to places where it can
be utilised with better advantage. - Credit also increases
efficiency and facilitates the business of the country. It
tends to diminish the friction of exchange and steady prices.

We have already noticed that production is stimulated
by the use of capital. Another point to remeinber is, that
in times of good credit the bills issued against commercial
transactions are taken readily, and consequently years of
improving credit are years of rising prices. On the other
hand, when credit is bad we find that prices fall.

There are great dangers attending our system of credit,
-_a,nd we shall observe that at various times the banks of
this co!.mtry have not made good use 'of the ca,pﬂ;al
entrusted to them.t

. During commercial crises people exhaust their credit by
".convertmg floating capital into fixed. When prices rise,

‘every one is anxious to secure large profits. At such times
_the habih’mes of specula,tors are increased quite out of pro-
"‘-”_fportlon to their means, and consequently when they are
'ff;ca,lled upon to meet their engagements are unable to do'so:

One of the dra.wbacks to our present systern of credn; i8

‘that it enables an unsound business to be carrzed on, and
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consequently when the crash comes the effect is gre&t
In fact, we lose in security what we gain in economy.
The banks of this country exert a great power, and it must
be their constant endeavour to keep aloof from the,spirit
of speculation. By prudent management they are able to
‘exercise great influence, and consequently assist in the
prevention of sudden collapses of credit. :

The system of large deposits in banks is pecuhar to
England. The accumulation of capital affects trade and
consequently prices. It bas been stated- by the late Mr.
Bagehot that a rise in prices is caused by cheap money,
cheap corn, and improved credit. When this occurs, the
banks have a large number of applications for loans, so
that the borrower may benefit by the rise. As a natural
consequence the rate of interest rises, and generally at a
rapid rate. At such times the demand for capital is
greater than the supply.

~Whenever there exists a speculative mania, the result
is & system of over-trading, and consequently liabilities are
contracted which cannot always be met. At the same
time we generally get an investing mania, brought about
by the same causes. It has been truly stated in the
excellent book entitled Lombard Street that any sudden.
event which creates a great demand for actual cash may
cause & panic in a country where cash is economised and "
‘debts payable on demand are large. Accxdents,l events,
such as a bad harvest, a failure of ﬁrms, etc cause &
sudden demand for cash, and may lead to & pa.mc‘ ,
' In fact, the characteristic of & true crisis is & prewousﬁf
destructxon of wealth. Gold, notes and banks are mere
machmery requn;ed to carry on our modern system
-¢redit. - At each successive “crisis attention has been
drawn to the system of banking- r&ther than to ‘the- ﬁv’mtm-,
__,,tlon of trade and: the speculatlve mania of the paople
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- We must not forget, Bowever, that with the best system
of banking it would be impossible for any bank to meet
any large withdrawal of deposits. Ricardo says: “On
extraopdinary occasions a general panic may seize the
country when every one becomes desirous of possessing
himself of the precious metals as the most convenient
mode of realising or concealing his property. Against
such panic banks have no security on any system.”

The late Professor Jevons endeavoured to account for
periodical crises by the appearance of spots on the sun’s
disc at intervals of 11'1 years. We know that the con-
dition of trade is largely dependent upon the harvests not
only at home but abroad.

- It seems that the price of Delhi wheat reached a maxi-
mum in value every ten years. We know that the amount
of heat received from the sun is varying, and may suppose
that the crops would vary in the same proportion. “The
crops of Western Ilurope have always been strongly
affected by communication with the Indies. Several of
the crises are distinctly traceable to this cause, especially
those at the beginning of the eighteenth century. That
was & time of wild enterprise in the tropical regions, as.
the very names of the South Sea Company, the Missis-
sippi Scheme, the Darien Project, ete., show. The Dutch,
English, and French East Indian Companies were then
potent bodies, the constant subject of legislation and
b‘o‘ntroversy Thus it is my present belief that to the trade
‘WJth India, China,and probably other parts of the tropical
and sul ﬁﬁbpmal regions, we must attribute the principal
‘ﬂuctuat’ions in Eulopean commerce. Surely there is
nothing absurd in such a theory when we remember that
the present crisis is at least partly due to the involvement
ni the City of Gla.sgow Bank in the India tmde, through
the miedinm of some of their ‘chief debtors. ~Thus. the
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crisis of 1878 is clea,rly connected with the recent famines
in India and China, and these fa:mnes are confidently
attributed to solar disturbance.” o

It would be interesting if we could judge of Professor
Jevons’ opinion on the state of banking and commerce at;
a recent period, when there was an abundance of corn
at & very low price concurrent with a certain stagnation
in trade. _

It is beneficial to the comnmunity that banks which lend
money to unsound borrowers and also foster undue
gpeculation should fail, but unfortunately, on the other
hand, many good institutions suffer in consequence of a
loss of credit. The cause of these disasters to banking
and commerce is principally due to excessive speculation,
which results in a crisis or panic.

Whenever we get in this country a rapid accumulation
of capital, it is usually accompanied by a great demand
for investments, and this sometimes leads to speculative
enterprises.  For exa,mple.,' capital 18 expended say in
making railways, digging inines, or constructing docks,
and would not be reproduced for a long period of years.
In order to carry out such enterprises, loans are contracted
at banking institutions, and when the time for repayment
arrives the borrowers are unable to meet their liabilities.
If capital has been sunk in the manner already indicated
there is no great accumulation of it in banks, and conse-
quently the bankers’ power to lend is diminished. When
merchants cannot obtain assistance in order to meet lossesi
or calls on new undertakings they begin to loge conﬁdence
in each other, and then we get the culmm&tmg point of &
CI'IBIS, viz., & panic, When susplcmn rests - upo;n every
one. At such times: ,depositors in banks may demand
repayxnent of their capital, and thus banks are suddenly.
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called upon -to meet an additional strain upon their re-
sources.

It is questionable whether it is desirable for banks to
largely, encourage the system of deposit accounts, because
.when a feeling of distrust exists in the money market the
depositor is the first to demand his money. This was
clearly shown in the recent Australian bank crisis. It
was also formerly considered by private bankers that it
was not the duty of a banker to find an investment for
depositors’ money. Kven at the present time, some
banks refuse to take deposits except {rom their cus-
tomers. ‘

- If bankers have lent money to persons for the purpose
of speculation, then they may possibly find themselves in
possession of a large quantity of worthless securities which
are unmarketable. On the other hand, if they have
advanced money on good securities which are saleable,
they stand a much better chance of surviving the crisis.
At these critical periods the people refuse to see that gold,
notes, banks, etc., are mere machinery, and that the crisis
is quite distinct from such questions.

It will be important to notice the position and action of
the Bank of England during commercial crises, because
the returns of that institution give us a good record as to
the course of events in the money market. The Bank has
‘been called upon at such times to exercise its great power
in order to restore confidence and also to allay the panic
which geﬂera,lly occurs. When a withdrawal of deposits
{from ofher banks has taken place, those of the Bauk of
England have genera;l]y increased, showing that at such
‘times confidence in the Bank remains.

 We ‘will now consider these crises . in chronological
order. :

The first run upon bankers took place when the Dutch

6
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sailed up the Thames in 1667. The South Sea Company,
which was formed in 1711 for the purpose of trading in
the South Seas, was for a time a rival of the Bank of
England ; and when we consider that the latter institution
was in difficulties in the years 1704 and 1709, we can,
imagine that such was the case. o,

The South Sea Company, by means of advertlsements
representing enormous advantages, managed to get the
price of its stock raised from £290 on Tth April, 1721, to
£890 on the 2nd June, but it fell rapidly and was quoted
at £400 on 2nd September. Many of the goldsmiths and
bankers had advanced money upon South Sea stock, and
when the price of the stock rapidly fell, a run upon the
banks occurred. Mauny stopped payment, and some of
the bankers absconded. There was also a run upon the
Bank of England, but by a clever scheme it was stopped.

The success of the Pretender in Scotland in 1745
caused a disturbance of credit, when the notes of the Bank
of England fell to 10 per cent. discount,.

The year 1763 was remarkable as being the first of a
series of commereial crises caused by a too great expan-
sion of credit. A large number of failures amongst the
merchants of Hamburg affected those trading with that
place, and in order to stop the panic the Bank of‘England
made advances to the extent of £1,000,000.

The commercial speculations of 1772 created a.nother
panic; this was exemplified by the number of bankrupt-
cies, which amounted to 525. The failure of Messrs.
Heale & Co., bankers in Threaduneedle Street; intensified
the panic, and consequently the Bank of England’s aid
was necessary to restore confidence.

After the close of the American War in 1782 a large'
expansion of our foreign trade occurred. Speculation
‘became active, and this combined with an injudicious.
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issue of notes by the Bank caused a drain of specie, which
almost caused it to suspend cash payments. It is
stated that the country bankers supported all kinds of wild
projects by means of the issue of bank notes, and when
called upon to pay them were unable to do so.

- In the panic of 1793 no less than 100 out of a total number
of 400 country banks stopped payment, and the remainder
were in a critical condition. The commercial crises were
attributed to the monopoly of the Bank of England, com-
bined with its restricted issue of notes at times when a
stringency of the money market existed. The fact of a
previous destruction of wealth, combined with a deprecia-
tion in the value of commodities, was overlooked. No
doubt the private bankers supported speculation by the
issue of notes, but this was not of itself sufficient to cause
8 Crisis.

The discussions on the currency, however, had a good
effect, because the Bank Charter Act of 1844, which secured
the convertibility of the note, was the outcome of such
deliberations.

After the American War there was a period of prosperity
throughout Europe. The usual course of events followed,
viz., an era of speculation. This was shown by the Bank
of E‘ngla.hd’s note circulation, which rose from £6,000,000
in 1784 to £11,500,000 in 1792. 1n the autumn of the
latter year a series of failures occurred. On the 15th
February, 1793, a house of considerable magnitude, deep
in corn speculations, failed, and on the 19th the Bank of
England refused to discount the bills of Lane, Son &
Fraser, and that firm suspended payment next day with
ligbilities of nearly £1,000,000. A great number of re-
spectable firms were involved through this failure. In
the meantime the panic affected the bankers. The failure
‘of banks commenced at Newcastle, and although the
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partners in the banks at that place were opulent, yet
their assets were locked up in securities which could not
be realised, and consequently they were obliged to sus-
pend payment. The banks of Exeter and of the West of
England were almost the only institutions which sqrvwed«;
the crisis.

The failures were at;trlbuted to houses :lss.ulsncv notes
without a sufficient reserve. ,

A committee of the House of Commons recommended
the issue of exchequer bills, which was adopted by the
Government and had the effect of restoring confidence.
When it was known that capital could be borrowed then
the alarm subsided.

The next banking crisis occurred in 1797, when some
banlks at Newcastle were in difficulties, and the situation
became so critical that an Act was passed allowing the
Bank of England to suspend payment. It was thought
that the laws affecting the Bank of England and also of
the currency were the cause of financial troubles, but as
Professor Jevons states at a later period: ‘I must main-
tain then that under the present systemn the English
currency is governed by the natural laws of supply and
demand of a metallic currency and not merely by artificial
regulations. If the terms are interpreted aright we have
already a natural and free trade system of currency, and
I venture to take this auspicious expression free trade
from those who use it wrongly, and who confuse the free
manufacture of currency with free trade in capztai the
true business of the banker.” ‘ :

In 1807 the South. Amemcau Continent beca.me inde-
: pendent and speculatwn with that country was soon -at
its height. It is stated that clerks with" about £100
capital  were ‘allowed by the banks to have « discount
accounts amounting from: £5000 to £10,000. By such
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means the bankers supported speculations, and conse-
quently credit sustained & shock in 1R810.

~We havwe the following report of it: *The failures
of houses of the highest respectability both at Lon-
don and at different provincial towns of Great Britain
have within the last month (August, 1810) been unpre-
cedented in number and importance. A West India
broker who had been considered the first in his line was,
we are told, the prime cause of the stoppage of a banking
house whose credit was previously unimpeached. . The
several banks in the country connected with the London
house of course shared his fate, and from them the evil
spread to merchants and manufacturers, traders, and in
short to the very servants and dependants of these. . . .
Speculation in Spanish wool, an article which has fallen
about 50 per cent., was considered as the origin of the
unlooked-for disaster.” y

Fourteen years later, viz, in 1824, speculation was
again active. The people had entirely forgotten their
losses through lending so much capital to South America.
A large number of companies were tloated for constructing
railroads, mines, canals, gas, etc., in number about 624,
with a nominal capital of £372,000,000. This was followed
by a rapid rise of prices, but in a very short time there
was a gorresponding fall.

The bankers lent money to persons who speou]atcd in
all kinds of commodities. They were able to do this by
means of issuing a large amount of bank notes, which
however they could not pay on demand. Unbounded
credis was followed by distrust, and a run upon the
banks quickly followed. The Bank of England very un-
waser refused to. discount any more bills, and this
intensified the crisis, which culmma,ted in & panic.

On the 22nd" November, 1825, Sir W. Elford’s bank at
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Plymouth stopped payment, and this was followed by
Wentworth & Co., a great Yorkshire firm, the well-known
house of Messrs. Pole & Co., besides three or:four more
London banks and sixty-three country banks. On the
proposition of the Government, the Bank of Engla,nq,,
issued £1,000,000 of £1 notes, which fortunately ha.ppened
to be in their possession, and also lent large sums by
means of discounting bills. These measures afforded
great relief to the merchants in London. "

The Bank of England’s note circulation rose from
£19,000,000 (August, 1825) to £25,000,000 (February,
1826). - :

The bankers suffered immensely from want of confi-
dence, and they tried every possible scheme to stop the
run.

A Cambridge bank advertised that it would afford every
facility to the holders of its notes for the purpose of
having them exchanged for gold or notes of the Bank of
England.

An Oxford bank showed so much gold on its counter
that every one was satisfied as to its position, and one at
Norwich stopped the run by displaying large quantltles of
Bank of England notes upon its counter. ‘

The following tables will show the fluctuations in prices
“and the effect of the crisis on the Bank of England :—

SHARES IN 1824.

{ | Dee. 10, 18%. | Jan. 11, 1835, |
o | £ I L
- Anglo-Mexican . . . | 10 paid 33 pm 158.pm
Braziian . . . . | 10, 10dis | 70 |
~ Columbian . R . l 10 © 19 pm- 82 - |
- TReal del Monti . 700, | £580 £1850 '
United Mexican . 10 o, i . £85 S £185
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July to Nov., | Dec., 1824, t | . .

. 1824, June, 1895, o | Jan 1'5;‘3&1 e ;

Cotton penlb. . - | Thd. to 9d. | 174 to 1/64 | 61d. to Tid. ;

Indigo - |10/4 01210} 21/ to 24/ | 13/6 to 15/6 1

Spices (Cuma.mon) . 6/9 to 7/ 11/6 to 12/ 6/ to 6;’9 ;

Tobacdo . . | 2ltoTf 3/ to 9/ 3/ to 8/6 |

Silk . - | 16/6 t0 23/ | 18/ t0 29/10| 13/8 to 16/ )

-Sugal . 29/11% 41/5 28/7F |

Coffee . .| 58/to 60/ .| TG/ 1o 79/ 47/ to 49/ |

Saltpetre . <) 19/t0 20/ | 34fto36/ | 22/ to 94/ }

Iron . . £6 to £7 £11 to £12 £8 to £9 !
Liead N £23 £30 £22

SYNOPSIS OF CRISIS OF 1824,

: Notesunder | Notesof €5 Total | Bills | Lo

Date. 3%1."‘ o u(m%;}rz)mk ) ﬁrcu]a%ion.i Discn'm:ted.g Bullion. .

Post Bills. ! : : :

£ £ | £ | :

1822, 81st Aug. 855,330 | 16,609,000 | 17,464,0()0 | 3, ’%S‘S 000 10, ]00 000

1823, 28th Feb. 681,500 | 17,716,000 $ 18,392,000 4,107,000 | 10,400, 000

*,, 80th Aug. 548,500 18,683,000 19,281,000 2,8()] 0()0(]" 600,000

1824, 28th Feb.: 486,130 ;19,951,000 | 19,736,000 : 2,227,000 1 13,800,000’

» Slst Aug. 443,140 | 19,689,000 | 20,132,000 2,449,000 ' 11,700,000,

1825, 26th Fob. 416,730 | 20,337,000 l"O ,754,0001 2,466,000 | 8,700,000

5, 3lst Aug. 396,340 | 19,002,000.! 19,308 O()O 5,486,000 3,600,000 |

1826, 28th Feb. | 1,875,250 (24 ()‘.)2,()00 125,467, 000! 9,597,000 f 2,400,000

5, 31st Aug. | 1,161,000 § 20,402 OOOI21 ,500,000; ",950,000; ('»,700,0005

The country soon recovered from the effects of this
crisis, and scarcely ten years had elapsed before the mania
for speculation was again rife. ‘

There were a large number of joint-stock companies

formed for the following projects, viz. :

canals, gas, mining, insurance, etc.

1836-1837 between 300 and 400 companies were formed.
In America there was a great deal of speculation, which

led to the failure of 250 houses in 1837.
The Bank of England was censured for its conduct during

During

banks, railways,

the years

thiscrisis. It refused to discount all billsbearing the indorse-
‘ments of joint-stock banks. It also sent orders to Liverpool
stating that no merchants dealing with the United States
were to be allowed to have their bills discounted. This
‘action on the part of the Bank of England intensified the
panic. - The bullion in the Bank rapidly decreased :—
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. £
January, 1834 Circulation 18,000,000
Bullion . 9,500,000
' 1836 . Circulation 18,000,000
Bullion 4,500,000

SYNOPSIS OF CRISIS OF 1837. _

Date. ‘ .(:irculation. Bullion. Diso%ﬁnlxied
e e e
1834, 25th February . 19,050,000 9,225 000 - 1,800,000

,,  206th Angust . . 19,195,000 7,308,000 - 2,500,000
1835, 24th February 18,510,000 6,289,000 2,100,000
,  25th August . 18,085,000 6,255,000 2,600,000
1636, 20th February 18,181,000 7,787,000 2,900,000
+»  B0th Angust . 18,018,000 5,250,000 4,400,000
1837, 28th Februaxry 18,165,000 4,077,000 11,200,000
. 29th August . 18,827,000 6,548,000 5,100,000
1838, 27th February 18,925,000 10,471,000 8,200,000
» 28th August . 19,488,000 9,540,000 2,900,000

This crisis was followed by another in 1839. A succession
of bad harvests, the financial condition of America, and the
bad state of credit all over Europe were the cause of it.

In September of that year the bullion in the Bank of
England was reduced to £2,816,000, and the Bank was
obliged to borrow 42,000,000 from the Bank of France
in order to strengthen its position. The rate of discount
rose from 3} per cent. to 6 per cent. (October).

Prior to the passing of the Bank Act of 1844, it was
the custom of the Bank to keep one-third of its labilities
in gold. When the Act was passed in 1844, it was
supposed that all these commercial disasters which had
affected banker and trader alike would entirely disappear.
Unfortunately, three years later it was discovered that
paunics, destruction of capital and high rates of interest
would occur from time to time, ]uqt as was the case pmor
to the passing of the Act.

. Some people believed that the laws regulatmg the 1ssue k
of bank notes were the cause of those events which
affected the trade of the country. They believed hat_ if
the note circulation was placed on a satlsfacfzory basis, no
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more panics, ete.,, would occur. The real cause of these
disasters was, unfortunately, not studied. We have
already mentioned that many errors have arisen in con-
sequence of questions relating to banking and currency
being treated together.

This was shown in the crisis of 1847, when Sir Robert
Peel's Act was attacked on all sides. No doubt the
opposition was partly due to its promoters. They stated
that the Act would work wonders and mniﬁpletely alter
the commercial transactions of the country.

The crisis of 1847 was very similar to those which had
~previously occurred. A great accumulation of capital led
.to a great want for new investments. This increase of
“capital was shown by the large amount of bullion in the
:Bank of England, Government Stock bemtr at par, and
‘also by low rates of interest.

The following were the rates :—

7th September, 1844, to 1lth October, 1845=23} per
.cent. ; then 3 per cent., 3} per cent. back to 3 per cent.,

and rising to 4 per cent., 23rd January, 1347.

Mr. Cotton, the Governor of the Bank of Ingland,
stated that the true cause of the crisis was the great
‘number of investments in speculative enterprises, more
than the capital of the country would permit, the propor-
tion of fixed to floating capital being far too great.

These speculasive enterprises were chiefly in railways,
cotton and iron. The failure of the potato crop in Ireland
and a deficient harvest in this country required more capital,
‘but owing to the previous lock up there was a deficiency.

The large imports of grain from abroad cansed a sudden
fall in prices. and led to the failure of many houses in
‘Mark Lane. TheBankof England refused tolend moneyon
‘stock orexchequer bills, and credit was very much shaken.
‘This* led to the failure of many banks, including the
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Royal Bank of Liverpool, the Liverpool Banking Co., ‘

and the Union Bank of Newecastle.

The London merchants asked the Government to
suspend the Bank Act, and when this was agreed upon, the
mere announcement had the desired effect in restoring
confidence, although no infringement of the Act occurred.

It seems to be the best policy for the Bank of England to |

lend freely during times of commercial crisis. If:people
know that money can be obtained at a price, they are
not so eager to get accommodation. By such means a
erisis may not develop into a panic.

The Bank of England raised its rate from 5 per cent.
to 54 per cent., and finally to 8 per cent. The discounts
of that institution increased to an enormous extent :—

Discounts——1844 . . . . . 2,00{:),000
2nd October, 1847 . . R 10,000,000
9th " 1847 . . . 11,000,000
28rd  ,, 1847 . . . 12,500,000

The reserve was reduced from #£3,409,000, 2nd October,
1847 to £1,176,000, 30th October, 1847.

SYNOPSIS OF CRISIS OF 1847,

D Circulati Bulli . Bills 3 Am:“nt i

ate. reulation. ullion Reserve. Discounted. &a Yxports. |

£ £ £ Z T £ !

1841, 27th Feb. | 16,411,000 | 4,400.000 . |5

4, Olst Aug. | 17,530,000 4,800,000 . 5 | 61500000

1842, 28th Feb. | 17,013,000 | 6,300,000 . 4 | 47-300000
" ,, Slst Aug. |20,071,000 9,800,000 . 16

1843, 28th Feb. | 20,284,000 | 11,100,000 . 4 | 52°200000

., Slst Aug. | 19,989,000 | 12,300,000 . 14 | 58500000
1844, 29th Feb. | 21,148,000 | 16,200,000 . 4 e

,, 8lst Aug. | 20,480,000 | 15,315,000 | 7,782,000 | 2,141,000 | 2% | 60-100000 |
1845, 28th Feb. | 19,802,000 | 15,263,000 | 8,880,000 | 2,422,000. 2;

,,  80th Aug. | 21,069,000 | 15,692,000 | 7,959,000 | 4,445,000 | 8% | 57700000
1846, 28th Feb. | 20,921,000 13,776,000 | 6,691,000 | 13,187,000 | 8 b
., 29th Aug. | 20,426,000 | 16,866,000 | 9,460,000 | 6,067,000 | 4 | 58-860000 |

- .1847, 27th Feb. | 19,330,000 { 12,045,000 | 6,017,000.{ . 8,879,000 164! ...,
DI, %ﬁh Aug. |18,236,000| 9,146,000 | 4,830,000 9,163,000} 5 !
.. 2nd . Oct. |18712,000 | 8,665,000 3,409,000 10,899.000‘ B e
S, 9th " 18,640,000 | 8,409,000 8,322,000 110,978,000 64 | - ... -
o 16th 19,860,000 | '8,481,000'! 2,630,000 | 11,907,000 o
C . 28rd 20318000 8,818,000 | 1,647,000 1 12,492,000 8
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PRICES OF RATILWAY IRON.

, £ 8. D
11843 . . . . . . 6 9 4 perton.
. 1844 . . . . . . 614 3 "
Jses . . L . . . w1510 ,
86 ., . . . . . 1068
* 1848 . . . . . . 6 210

"

Consols fell to 85.

The next crisis occurred in 1857. This was principally
due to merchants who had speculated far beyond their
capital by means of fictitious credit. Money was obtained
from the bankers by means of accommodation bills, or
bills supposed to be drawn against value received.

There was also a great deal of speculation in America,
and the failure of many houses in that country directly
affected those banks in the United Kingdom which held
American bills. No less than 150 banking houses in
America failed, and this was the cause of many banks
suspending payment in this country. The Boro' Bank of
Liverpool, the Western Bank of Scotland, the City of
‘Glasgow Bank, Sanderson & Co., and Deunnistoun & Co o
closed their doors.

The directors of the Bank of England appealed to the
Government for a suspension of the Bank Act. When
this was done on 12th November, 1857, the mere
announcement had a good effect, because it was the
means of restoring confidence. Although the Act was
suspended, the notes issued in excess, without any reserve
of bullion, only amounted to £800,000. This shows that
the buspcnsmn ‘of the Act did not in itself do any good,
but it was the means of allaying the wild alarm that
existed in the country. The loans advanced by the Bank
of England on'private securities increased froni £20,404,C00
to £31,850, 000. A high rate of interest was charged, to
prevent those who really did not 1equ1re adv ances from



© January, 1858.

July, 1857, .

The reserve of the Bank was reduced
15s. to 83s. 6d.

'BANKS AND BANKING.
from £4,606,000, 8rd October, 1857, to £957,000, 14th

obtaining loans.
November, 1857._ ‘

92

f - " :
000'83L°LT: 000'8BLG | 000°98%'L | 000'B0T'TE |00 PUG '~
000'9L8'LT | 000! 266 | 000°798'4 | 000'0FE'15 O yes
000'€00°9T | 000°3GS'T | 000‘FRT'9 100090 15 | - ¢ - UWI: |
000'685°€T | 000'TOF'T [000'TAT'L | 000'€8T'05 @l
000°685'TT | 000°G0L'3 | 000868 000°L95'05 | "AON 3% -
000'G0OT'TT | 000'F08'G | 000'Z8L'S 100066051 * 918
000°989°6 58 L10'F | 0000LE'S |00U'99L'6T | W00 UKT
000'663°4 _oS 099'9 1000'T05'IT | 000'F5E 61 | Sy 436%
000658'8 | 000'373'9 1 000'FFE'0T | 000:26G'8T | "o WISE ‘AG8T
000'OFF'T | 000'964D | 000'LSEET | 000'HET'0G . “ny o -
000'888'S | 000°G0S'9 | 000'GLE'0T | 000'TFS'ST | “10 PIEG ‘9987
000'TGL'G 000’8066 /000'9F4'ST | 000'GF0'05 | B0V WGe  **
000'990°0 ; 000'Z86'4 ; 000'GFO'ET | 000°290'6T | G2 TIFE ‘GGRT
000'GTE'9 | 000°L8G'% 1 000'SE9'ET | 000" ‘QT0°0% ; Suy 4195 **
000'6F0'C | 000'98E'8 ; 000°98'9T | 000°069°T% | 99 WICB ‘F4BT
000°LGF'G | 000'98T" 8 ooowom 91| 000°GLL'ED | B0V Y3LE
000'GF8'S | 000" 100801 | _ 000°TAL'8T | 000°066'T5 ; "4 W9G ‘€981
000°9TL'G ES B62'ST | 000°F16'T% | 000°059° L5 Bav yigs o
000'6F5'E | 000 PLLET | 000'CET 6T | 000'FES'0G | 12 385 “#G8T
. 000'¢6€'S 1 000'GT9'8 ooo z9g’ F1:000°9TL ‘61! "Bny 108
{000'00F-F4 | 000°00LFT 000‘GTT'F 000'GEL'G | 000'9ET'F T D0O'ETL: 81 °qed PG ‘1981
Lo o 000'609°G  000'980'TT | 950.2283@2_ oy s18 ¢
58,&%. 1L So.o%.: iz 000" wmm & 000 5 ﬂ | 000" o: L1 o00° «8 BT G0 PIEG ‘ogRY

t
i ¥ : _ w
'

11s, to 2s
354
6d
1s

|
i
|
W
|
|

oo oot
3

| “

1000°000-Z3T | 000'00L L€

oLl

1000°000-STT | 000000°6E |

e lvaie

G wH 00 N O DD 000 1D D D ~H O D D

w8: 00L-G6 | 000°006'S5 |
9808 16 000°009'G5 ;
So 000- 66 000°006'75

80s
. 53s.
7d

s

.Soooow‘ 000°00F* LT
000X

Taken genemlly, a fall of 20 to 30 por cent.

M FHodXy | wjuvg L) | . ‘POJUNOISI [ MIODWEION: .
| uspug h&ﬁcnsﬁ | oy | eassen | wolng -

LU | ereg

, -
1
i
t

4681 d0 SISTHO JO SISIONXS

Bengal Silk
Tallow . -
Cotton .

Sugar .
Tea




BANKING AND COMMERCIAL cmsm 93

The. Economvist gives the following account of the
securities which were circulating in the market :—

““ Snchssecurities were a pure speculation on, the future,
and. a_ speculation subject to ome principal and many
smaller casualties.

“Take the case of a railw ay; the line must be finished
and placed in actual working before the obligations repre-
senting its cost can have any ascertained value at all.  An
unfinished railway or dock has no value whatever. In
the second place the line must not only be finished and
actually worked, but in order to impart value to the bonds
and shares there must be a positive profit surplus. The
difference between securities such as these, wholly de-
pendent upon future and uncertain events to happen at
distant and irregular dates and liable to become worthless
by the premature stoppage of the undertaking. and the
class of securities which long experience has shown to be
best suited to the requirements of the bankers and money
dealers, i1s not marked in its character, but so wide and
glaring as to prepare any prudent person to expect mis-
chief.”

After this crisis trade revived, and a large number of
finance companies were formed for the purposc of pro-
woting all kinds of imaginary profits. From 1858 to
1868, 300 companies were formed with a nominal capital
of £504,000,000, including for the year 1866 alone, 75
companies with a capital of £61,000,000.

" Companies ix.r 1866, Capital.
17 Banks . . . . . .. 25000000
- 25 Finance . .. . e 9,000,000
8 I.nsumnce . . . . . . 7,000,000
24 thppmg . R Lo 20,000,000

The.new banks transa,cted all kinds of business ‘with
foreign countries, a.nd their success depended largely upon
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the state of trade with those countries. The finance
companies advanced money upon all kinds of under-
takings through the medium of bills kept in circulation.

The crisis of 1866 was started by the failure of Messrs.
Overend, Gurney & Co. This house, which had then
been recently converted into a company, was in its earlier
days eminently successful. It is stated that in the year
1860 the partners divided £190,000 as profit. Its position
in the money market was supposed to be of the highest
character, so that the announcement of the failure had a
disastrous effect. Lombard Street was impassable, and it
was stated that no such panic had taken place since 1825.

Overend, Gurney & Co. had lent money to support all
kinds of speculative enterprises, including the building of
ships for the increased trade of the country.

The following account gives a graphic description of
the great excitement caused by the stoppage :—At mid-
day the panic was at its height. The demand for accom-
modation at the Bank of England was very great. Its
reserve fell to £730,000, although three weeks earlier it
stood at £5,844,000. Its loans on private securities
increased from £18,507,000 to £33,447,000. The rate of
interest rose to 10 per cent., and remained at that figure
for 88 days.

The directors asked the Government to suspend the
Bank Act. This was granted, and its announcement had
the same effect as in former years. Confidence was re-
stored, but no infringement of the Bank Act took place.

The following table will show the bank rate in panic
years :— :
1797 to 1837, bank rate 5 to 4 per cent.

1839 ” 6 per cent.
1847, 2nd Oct. ,, 5 -, .
' 23rd Oct. ,, 8 » © (panic year..
, . 20th Nov, ,, i .

»
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1857, 8rd Oct., bank rate 53 percent,

5 24th Oct. 8 » }pt’:.nic year.
, 20th Nov. ,, 7 "
1859 . " 2’% 1
1860 " 5
1861 " 6 »

1862 to 1863 ' 3 to 4 per cent.
End of 1863 | , 8 per cent,
1864, Sept. " o,
1866, 25th April ,, 6 "
o 2pd May 7 " 1
.  9th May 9 e
» 16th May ,, 10 i |

The effect of the panic of 1866 was so great that Lord
Clarendon issued a despatch to foreign states, informing
themn that .although the country had sustained serious
losses, yet its trade was still bond fide.

The banks that failefl in 1866, besides Barned's Bank

at Liverpool, were the following :—
Overend, Gurney & Co.
English Joint-stock Bank,
Q@riental Commercial Bank.
New Zealand Banking Co.
Hallett, Ommaney & Co.
Imperial Mercantile Credit.
Commereial Bank of India.
European Bank.
Robinson, Coryton & Co.
Alliance Financial.
Bank of Londoun.
Consolidated.
Agra & Masterman.,

[ panic year.

! Price of Bank Shares. P 1 | Jan., 1se. ; May 12, 1866.

| ‘ |

; L £ e eten e et 12 8+ e e s

' Agra & Masterman 1 86 pm 33 pm 1 1 dis
Alliance . i 103 4% . 10
Barned . ! .
Bank of London . % 22 18 pm 15

- City | 15 12 5% pm

Commercml of Indz& | 7 5 * no price
Hindustan . - | 6 8 16 dis
London and Gounty i 63 59 '. 474 pm
Joint-stgeck . S 41 36 2t
London and ‘Westminster . | 80 77 ‘ 70

| Union of London v 30 .39 32 i
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SYNOPSIS OF CRISIS IN 1866.

T
i !

Date. | Circulation.| Bullion. | Reserve. nmo‘\?fwa Rate.| DRI prports,
’ R .

| 54,000,000 |144-600,000
67,000,000 {1606 200,000
167,000,000 {165+800,000
69,08’(_5,000 188-900,000

£ & £ £
1863, Feb. 25| 19,117,000 14,614,000 9,253,000 | 7,066,000
,, Aug. 26! 90,993,000]15,319,000] 8,141,000 | 6,716,000
1864, Feb. 24 | 19,675,000 | 13,819,000 8,028,000 | 7,807,000
., Aug 81120,788,000|12,980,000{ 6,142,000 | 9,141,000
1865, Feb. 22 19,659,000| 14,600,000| §,254.000 | 7,950,000
. Aug, 30| 21,598,000 14,460,000 | 6,618,000 | 9,818.000
1866, Feb, 28| 20,768,000 | 13,967,000 7,345,000 | 7,253,000
., May 2 | 22,873,000 18,509,000| 4,839,000 | 8,834,000
.9 199,845.000] 13.156.000( 4,950,000 | 9,249,000
C, 0, 16196,121,000] 12,324,000 781,000 | 18,831,000
» » 93195469,000]11,858,000) 831,000 |14.501,000
» y 80[26,019,0001 11,879,000 415,000 | 16,512,000
', June6 :25 453,000 18,279,000| 2,167,000 | 16,003,000

. SO0 Tr @ =T H

Since 1866 there have been few bank failures until the
year 1878, although in 1875 some of the banks lost large
sums of money on accommodatiorr bills.

The following is a list of failures of private joint-stock
and f01 eign banks in recent years :—

1873=5
1874=5
1875=3
1876=2
1877=...
1878 =8
1885 ="1

The large number in 1878 included the City of Glasgow
Bank, mentioned under Scotch banking, and the West of
England and South Wales District Bank. Both of these
banks had lent to individual customers la,rge"sums of

~ money, quite out of proportion to their capital.

The West of England Bank had lent to one firm nearly
£500,000, although its caplta.l was only £750,000. - This
money was locked up in the worst kind of investment,

' m.., collieries, mines and iron works When the
-dn*ectors endeavoured to realise what they haﬂ advanced
upon those undertakings, they were unable to- dq so. It
they had followed out the rule 1mposed by - Iaw on the
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State Banks of the Umted States, viz., tha.'c no bank
Tjshould ‘advance to any one person an amount exceed-
‘ing one-tefith of its capital, then it would bhave been
_impossihle for the bank to have failed with such heavy
Jiabilities. .

: ‘Many pra.ctwal lessons can be learnt by studymg these
commercml dlsasters However, it is impossible for
'—banklng.to ‘progress if large dividends are the sole aim of
‘the banks in the United Kingdom. Merchants cannot
‘obtain capital for speculative purposes unless the bankers
.did not to a great extent provideit. In times of prosperitv
credit is abused, and by this means the trader incurs
liabilities which he is unable to meet. This leads to a
crisis, and then it is found out that capital, not in-
come, has been spent. Capital is sunk on all kinds of
undertakings, and cannot be reproduced for many years.
In the various crises some of the banks had lent money
upon mllls, railways, docks, mines and machinery, instead
of upon bills representing trade transactions.

Aga.m, large sums of money are advanced upon stocks
'and shares, and this sometlmes gives a fictitious value to
those securities. When a sudden fall in prices takes place,
‘the banker is liable to incur losses on these depreciated
: securlﬁes The cry is raised dumnfr crises for more notes,
“but thﬁ tmder does not want credit documents, but a
-sum of money placed t0 his credlt agmnst which he can
“draw cheques ‘ '

_ Banklng must. always be conducted with prudence and
A c&utlon if it ig o progress in this country. A banker must
‘never. forget that he may be called upon at any moment

he 6ught alfva.ys to' have ‘a good ma,rgm on’
ainst, which money is s advanced, so 88 to meet
yany“p ‘,:_fsxbie contingency. e e
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Loans should only be granted. for short perlods, becaruse‘
it is well known that even within a “week . there are
sometimes great changes in trade and credit.

~Another important point for the banker to remember
is the difference between a marketa,b"le a,nd an unn;arket';
afble securlty , ‘ L :

‘We know that Consols s an ‘investment for banks
are. good, because the stock can be sold at & moment’s
notice, even in times of commercial crises. Thus during
the Baring crisis large amounts were sold without affecting
the price to any great extent.

- Again, mortgages of property are not such a marketable
security as produce—such as tea, coffee, or sugar, which
can be readily sold in the market. It is also always
worthy of notice that on the Stock Exchange there are
some classes of securities which can easily be sold, whilst
.others cannot be realised sometimes for months. ‘Again,
other securities which are not quoted on the Stock Ex-
change should if possible be avoided.
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CHAPTER XIV.
BANKING PROFITS.

THE RATE oF DISCOUNT.

IF a stranger to the great Metropolis visited the Bank of
‘England on a certain day in the week, viz., Thursday, he
‘would witness a sight which might somewhat puzzle him.
He might observe in one of the corridors, a crowd of
persons, composed of telegraphic messengers, officials
from various banks, discount houses and other kindred
institutions, waiting patiently until a notice is displayed
on the wall, stating that the rate of discount is so much
per cent., or that no alteration has been made. Immedi-
ately this announcement takes place, the crowd quickly
disappears. All this exciterment would naturally puzzle
-a stranger, and he might ask a series of questions
such as—What is the meaning of the term discount?
~"Why should the Bank of England fix the rate? And
‘again, What causes the rate to fluctuate ?

 We shall endeavour to answer some of these questions,
‘which ‘are of great importance to the mercantile world.
jThese changes in the bank rate of discount are especially
\mlporta,nt to the banks of this country, because their
‘proﬁts or: dlvﬂends are largely dependent upon the rate of
f;mterest At every bank meeting reference is made by the
-chairman to the rate of interest ruling in the money
“market durmg the preceding six months, and what effect
such rate has had upon the profits of that p&rtlcular bank.
The csuses and effects of such changes are rather-of a
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complex character, because every year the English money
market has to take note of new deve]opments of trade and-'
commerce. . :

‘As Prof. Marshall justly stated at a meetmg of the
British Association: * When economic problems becoma"
more complex every year, the necessity of studying them
from many different points of view, and in many dlfferent
connections, becowmes more urgent ”.

The Bank of England, being, we mlght say, the most
lmportant storehouse of capital, has assuined the responsi-
bility of fixing the price for the loan of capital. The
variations in the amount of loanable capital exxatmg in
this country cause the price to fluctuate. ‘

There are various forms of capital, but there is only one
which concerns us—and that is floating or circulating
capital. This kind of capital has been defined by J. S.
Mill as that “ which fulfils the whole of its ofﬁce in the
production in which it is engaged by a single use . Other
kinds, such as houses, land, machinery, etc., it will not be
necessary to consider, although the income derlved from
such property would increase the amount to be utilised as
loans by those who can profit by its employment. Capital
is said to be the result of saving, or & sacrifice of present
enjoyment for the sake of the future.

The money income derived from the loan eof capxta,l is
called interest, but we find the term discount used at the
Bank of Englaud This word, however, in reality means
the same as integest, because discount is the- dlfference
between a sum of money due at a future permd -and its
present value, or a dednction that i 1s ma.de from the amount
of.'a debt that is paid before it is due. The amount
deducted depends upon ‘the value of money ox what We_
‘term interest. -

' Theré are other large houses grouped around the Bank
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oi Engla,nd and they collectwely are known as the organ-
ssed mamket for the loan of capital, or, in other words, the
money ma.rket. ,

) When we are standing inside the Bank of England we
are, a8 lt were, in the centre of the market. :
'_-‘ The value of money, like every other commodity, is de-
pendent upon the laws of supply and demand, but it differs
from other commodltles in being liable to great fluctua-
tions. .

Like the value of iron, tea or coal, the price for the loan
of capital depends upon the state of the market.

In the money market, however, we do not ask the price
of capital, but the rate of interest. Thus price and interest
with regard to capital would be synonymous.

‘We will endeavour to state briefly some of the causes
which affect the supply of capital. We have seen that
the accumulations of capital are dependent upon self-denial.
The people forego pleasures for the sake of future enjoy-
ments. ‘An increase of surplus income above the necessaries
of life augments the power to save, and an increased re-
gard for the future increases the will to save. Capital is
originated by these means; and then we have people
who become possessed of it and, not requiring the same

for their own lise, are so eager to lend it to others that
they .will accept a constantly lower and lower rate of
mterest

. We have therefore fluctuations of interest o&used by an
‘eagemess tolend.

.. Again, the accumulations of capxta.l are dependent upon
the rate of mterest If the rate is high, people save in
_;-Orderto obt&m the advantage of a la.rge return for their-

' c&pxta.l If on the other hand the rate is low, the return
1s 160, small for the effort required to save. o

‘The. followmg formula shows how capital accumulates at .
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compound interest. Thus if I=rate of "'intefest,';then %9-
=the number of years for a sum ofh'monéy to double itself.
Thus if I'= 5, then & sum of money would double 1tself
in 13'8 years. '

At the present time the growth of capital does not show
any sign of overtaking the growth of the scope for its
employment It however happens that at stated penods
there is a vast accumulation of capital, but in consequence
of previous losses there is a want of confidence and con-
sequently a dearth of new undertakings. '

“In the market the rate of interest cannot fall beyond
that limit at which it only offers just sufficient inducement
‘to those who are on the margin of doubt whether to save
or not. For if it did there would be a gradual shrinkage
of capital relatively to the growing demand for it. Its
marginal utility would rise in consequence of this relative
scarcity, and therefore the rate of interest which is paid
as the price of loans would rise also.”

. With regard to the demand for capital we find it is
largely dependent upon the population, the natural re-
sources of the country, and the state of trade. Thus the
demand would vary with the prosperity of the country.

- The commercial business tlansactxons of this country
are effected by means of borrowed capital. - The trader
enters one of the storehouses of capital deSIgnated a bank .
and borrows capital for which he pays a certain rate. of
interest. - With this ca.pltal he is able to purchaSe goods,
and sell again at a profit after paying interest to the bank
for the loan of the same. The trader’s net proﬁt would
‘b the difference between the amount paid to the banker
‘and the amount charged to the purchaser of: hm goods
~ 2 One of the reasons why the | trade of this country has_-
'-pxogressed 80 rapldly is due to the fact that capltal can be
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borrowed at a low rate of interest. We have given some
elementary pnnmples ‘with regard to the laws of supply
and demand in connection with cap1ta1 ‘and have - also
stated that unlike other commodities it is subject to great
ﬂuctuaﬁons Although we shall consider these fluctua-
tions, yet it Wlﬂ be convenient to mention at this pomt
Why capatal is sub]ect to great changes. The great force
at work. whlch causes such changes, is the state-of credit.
The greater portion of the capital of the country finds its
way .into the banks, because the depositors trust such
institutions with their surplus funds. The banks must
find borrowers who require the loan of capital, or else it
would lie idle and no profit would be made. Tbis 18
especially the case when the banks allow interest on
money deposited with them. The banks therefore act in
the capacity of brokers. On the one hand they take
capital from the depositors and lend it to others, viz., the
borrowers. We can easily understand that if at any time
public confidence in such institutions becomes shaken,
capital may be withdrawn from the banks by the de-
positors. Theée institutions in order to pfotect them-
selves from any sudden withdrawal of capital are obliged ‘
to kee.p in reserve a portion of their assets, which is called
a reserve fund to meet such contingencies. The tendency
of the- ,presen*t day is for the banks to utilise capital as
muoh--as‘ posslble in order to avoid any ‘waste, that is to ‘
gay, ﬁo prevent capital from lying idle. Thls is of course
beneﬁ' ial in‘'one way because it increases the profits of
‘ ‘but on the other hand it makes our banking
system a véry delicate one. For example, in a specula.tlve
i 3 ‘would - be no capital - avaﬂable to meet a

. At such times traders exhaust’ their
credi ' they have borrowed in eXLess of-»thexr?_
meams, amd,hnve greater liabilities tha.n they can possibly
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meet without the assistance of the banks. We should’”
except therefore, to see great fluctustions in the rate of
interest when a specula.tlve mania exxsts, berause of a
dearth of. capltal created in some degree bv sma&l reserves .
held . . o
The state of credlt is tberefore of great 1mp0rté,nce in
relation to capital. We have seen that a vast gystem of
credit is »&ounded upon the reserves of the banks, which
are the great storehouses of capital. Therefore any
increase or decrease in the proportion of such reserves
must have a great influence upon the rate of interest. |

~The following remarks of Mr. Wynnard Hooper at &
British Association meeting upon the London money
market state clearly the present position of capltal He
says — :

““The volume of business is larger and the Ila.blhtles of
Lo_ndon and the whole country are much larger, but the
'feSene held against them is only slightly larger than was
'the case twenty years ago. The deposits of banks have
enormously increased. Those of the fourteen prmclpal
Loﬁdcn banks have risen from 103 millions in 1870 to-
178 millions in 1889. Other banks’ deposits have also
: mcrea,sed and a larger proportion of the deposfts are kept
in London to be lent. On the. other- ha.nd the reserve of
‘the Bank of England is on the average very htﬂe la,rger
than it was during 1870-9. Of course the reserve is now -
‘more efficient than it used to be for reasons alrea,éiy given,
but nevertheless it is too small.’”
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CHAPTER XV.
BANK OF ENGLAND RATE.

THERE were many reasons why the Bank of England
became the great central organisation for determining the
va]ue of money or capital in the market. We have
already seen that it possessed the exclusive right of joint-
stock banking until the year 1826. In addition to this
monbpoly, the large capital at its command gave it a
position above other institutions as a lender of money.
Besides its capital, the Bank had the privilege of issuing
notes, which, of course, meant additional resources. In
the year 1718 the note issue was £1,829,930, and has-
rapidly increased until the present year, when it amounted
to £48,000,000. Thus from two sources, viz., subscribed
capital and note issue, the Bank of England became a
formidable opponent to the other bankers. We can
therefore understand how a single bank with large re-
‘sourees beca,me a great power, and assumed the responsi-
blhty of fixing the rate, or the prlce for the loan of
:capzta‘l N - :
~There* ‘was, however, another cause tendmﬂ to give
‘the Bank - predomlnant posmon, V2., it became
the custodwn of the money belonging to the State.
Agmn, when the Governmeént 1equ1red a loan- it was
called upon to carry out the tr&ns&ctlon - At various’
tunes, therefore, it had la.rge resources at its command.’
Our National Debt was built up by its a,ld,‘ and . thus -
from an eatly penod the Bank and the Government have:
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In return for services rendered to the State, the Bank
natnrally looked to the Government for assistance during
commercial . crises and panics. The privileges Jbestowed -
upon it were therefore: 1st. The use of the Govern-.
ment balances, which at times are very large.”- For .
example, on ‘the 9th January, 1895, the a,mounﬁ wag
£6,200,000.  The community naturally thoughb that if
the Government could trust the Bauk, its savings would
be quite secure. 2nd. It had, as we have seen, the
monopoly of joint-stock banking wuntil the year 1826.
This gave it a good start before other joint-stock
banks came into existence. 3rd. It was the only joint-
stock bank in London which could issue notes. Thus
from many singular events the Bank became the holder
of the cash reserve.

There is rather a curious illustration showing ','thé
connection between the Bank and the Government. In
thé year 1797 Mr. Pitt, as Chancellor of the Exchequer,
was afraid there would not be enough specie in the
Bank to meet foreign payments, and thérefore-«c_ompell:ed
it not to pay gold for notes issued. Naturally a bank
thch had the privilege of not paying. cash for 1ts notes
must obv:ously assume a commandmg position—in fact, it
was an institution with a charmed existence. There are,
however, two incidents in its history which ma,terla.ﬂy.
assisted towards making it the principal deaier in capltal '
and in such capacity to state the price for its loans

The first was in conSequence of the- London banks
opening . a,ccounts at the Bank of Engla,nd '.Fh-ese bfmks
found it convememt to keep their ‘reserves Wi hat
mstrtutmn, because  its  premises  were “bette
smd:aﬂsp for the reason that the Bank : wed 1
“conld e retmned fat better than gold in their. - Bank
ot England notes being a legal tender for payment of debts,
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Tlinbilities couid be discharged, thus avmdmg the use of
,gold to' a la,rge extent.
, The balances of the London banl\s hme at times been
la,rge Thus in 1844 the amount was £1,000,000, but in
1872 the amount was £7,500,000. =

In'1853 these balances never exceeded the reserve by
20 per cent., but in recent years the proportion has been
50 per cent. -

. Proportion of Reserve Proportion per cant.
to Liabilities. Bankers' Ralances to Reserve.
" Thus-—1846-54 . 51 per cent. 22 per ceut,
1855.63 . 43 ' 43 "
1864-72 . 42 'y 63 1

Durma the panic years of 1847, 1857, and 1866 the
reserve of the Bank of England was insufficient to meet

the bankers' balances.
&

) Thus-—lBo7 Bank’s Reserve . . 1,462,153
' London Bankers' B.s.ltmcc,b . 4,649,000
1866, Bank's Reserve . LU 1,202,810

London Bankers’ Bala.m es . 7,830,000 -

Thxs additional capital which the Bank obtained from
the London banks considerably augmented its resources,
and any sudden withdrawal of these reserves must react
upon the rate of discount, when such rate fluctuates with
_the amount of reserve.

The second incident in its history was that it assumed
the posxtxon of a lender of capital to outsiders, that is, to
those who' did not keep a banking account with it. This
is qmte different from the practice of the English banks.

. In times of panic.and commercial crises a great number,
apply for loans at the Bank of England: The statistics
given: for the ‘panic years of 1847 1857, and 1866 show to
_wh&i; extent the commumty applied for assistance when
needed. . 1t has lent largely at various times, and therefore’
we ﬁnd that. durmg the present century the Bank .has
gradua.]ly assumed a- respongibility over the money ‘market.
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by rendering assasta.nce to the commercial community.-
At such times all those who were possessed of good .
‘secumty were assisted by the Bank. The 1mpozztance of
this policy eannot be overrated, because, as we have seen,
English trade is conducted by means of borrowed capltal .
and if the trader could not discount his bills he would .
soon be obliged to suspend payment. "

The merchant purchases goods and pays for the same
by means of bills drawn upon him, say three months'
hence, and he is only able to meet such bills by discount-
ing others received for goods sold. It is therefore of vital
importance that he should be able at all times to obtain
capital by means of bills discounted. The Bank of Eng-
land has therefore been of nnmense service to the com-
mercial community at periods when capital is scarce or a
feeling of distrust has pervaded the mercantile world. Its
good management is therefore of the highest value. Thus
when the deposits of other banks have diminished in
consequence of a want of confidence on the part of the
depositors, the deposits of the Bank of England have
mva,rmb]y increased.

‘With regard to the note circulation, the a.ctlon of the
Barik is purely mechanical; in fact, as Mr. Bagehot
stated, the office could be removed to Somerset House.

" The Bank is allowed to issue £16,800,000 of notes against
securities, but for any amount issued in excess, the Bank
must hold gold and silver in reserve. This limit was fixed
‘by the Act of 1844 in order to secure the: converbzblhty of'
‘the note. :

The profit denved by the Bank from such lssue is ma‘deA
from the securities which. bear mterest  The! rofit is,
however, divided, the Government recemng £200 )00.

"The money market is affected when gold is taken from
ﬁthe Bank of Engiand and we shall see how it affects the
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rate of “ interest when we consider the causes of ‘the
fluctuations. If, however, as Mr. Bagehot suggested, the
- departmént was removed to'Somerset House, it'is a
questlgn whether the'loss of a million or two of gold would
affect, market rates like what takes place under the present
conditions. =

The weekly reports of the banking depa.rtment are,
however, of greater importance to the outer market, and
these reports are keenly scrutinised in order to ascertain
what are the forces which might affect the value of
‘money. '
' We see in the daily papers an analysis in the following
form :— : :

BANKING DEPARTMENT.

If;;:{l Yoor | minbilites. | QIR | Ul | Tucrense. | Decrease.
o - e £ £ e
8,428,491 | Rest . 3,192,427 | 8,888,624 191,197
4,899,202 | Public deposws 6,598,906 | 6,213,105 885,801
81,860,264 | Other do. | 88,198,631 | 88,845,830 | 647,208
155,838 | Seven day bills 143,967 147,618 3051
- Assets. Decrease. Increave.
11,760.817 | Gov, securities | 14,689,099 | 16,677,309 1,988,210
25,712,648 | Other do. = | 24,026,528 | 21,805,245 2,720,283
14,808,580 | Notes . 21,731,120 | 22,914,375 1,188,255
2,018,455 | Gold and sxlver 2,241,184 | 2,240,257 5,073
- . . 8,562,839 | 3,562,389
464 9 Ratio . . 5849/ 55§ °/
‘3,%A Bankrate .| 27, 99.°

ISSUE DEPARTMENT.

- ; { :
11’6'&?53;’ Liahilmus | 2“‘1 J""’ 9"‘ Jan ' Tncresse. ! Decrea.se
! 1 o .
1. & K - £ i £
| as;m;aas Grold & bullion 1 50,860,805 | 31,699,855 | 763,960 | ..+
40,245,535 | Notes issued . | 47,649,805 | 48,413,855 | 788 8,960 | ...
25, 352 155 erculanon ‘ 25,918, 775 | | 25,519,480 | | 899,295
» [ l-’

‘Thbse who atudy the figures very closely are able to guess
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more or less accurately what has taken pla.ce during the
preceding week. For example, if we take this particular
week as an lllustratlon we note that. the reserve in the
banking department has decreased, which would show a
greater demand for capital. We shall discuss in the next.
section the fluctuations of this reserve, fmd endéavour to-
understand how far the rate of interest is govemed by its
amount.

Although the Bank issues these weeldy b&lanoe sheets,
the directors do not state their reasons for making altera-
tions. Sometimes an error of judgment occurs, but it is
soon rectified, because the Bank cannot control the value
of money. As the late Mr. Bonamy Price observed, “ A
banker is the interpreter of the forces at work, and he
makes a trial of the rate which those forces prescribe”.

In connection with the history of the Bank, we have
already noticed a gradual growth of deposits, which shows
that the public have great confidence.in its management.

Although there has been a gradual growth of deposnts,
the Bank’s position in the money mnarket as alender of
capital has materially altered. Thus if we compare the
total amount of capital lent by the banks of the United
Kingdom with the amount lent by the Bank of England,
we find the proportion is’ very small, véz.: In 1874 total
lent by banks of the United Kingdom = - £535,500 000
Bank of England = £10,800, 000, or-only 2 per cent. Agam,
its liabilities are small in comparison with the ha.blhtles

of the London joint- -stock banks .
&

Tbus-1890 B&nk of England E 29 000000 '
4 11"London joint-stock banks "=125,689 000__
1894, 17 Metropolitan joint-stock bmké ‘=23, 800,000
Do Bamk of Englmnd : ‘= 44,600, OOOV

A.gam, m 1854, the proportxon of capxta;i to the: a.bﬂmes
of the Bank of England was 14 per cent., but in 1874 the
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proportion was reduced Jto 9 per cent. The Bank recog-
nised the fact that its rate of interest was not always the
“markeﬁ vilue, and consequently a few years ago informed
the pubhc that, although the minimum rate was published,
yet uqder certain conditions it would discount bills below
“such rate.

Na.tura;lly this pmvﬁege would be granted to its own
-customers rather than to large financial houses which
‘compete against it. The large borrowers of money in fact
avoid the Bank if they can possibly do so, because it will
only lend money for ten days, and sometimes charges 1
per cent. above the published rate. '

In recent years the Bank has reduced the limit of loans
from ten to seven days, but it reserves the right to state
for what period- the loan shall be made,

‘We have seen how the Bank gradually assumed a lead-
ing position in the money market, through its large paid-
up capital, its large deposits, its being the bankers’ bank,
and finally by its- holding the Government balances.
‘There is, however, one important point in connection
with its history, and that is, it assumed a great respon-
sibility over the money market. In times of commercial
crises and panics it undertook to lend capital to any one
Who was possessed of good security.

- In 1825 the directors stated that the Bank had taken a.

“frm ‘and deliberate resolution to make common cause
‘with' the country Mr. Hankey has said that the Bank
' ought never to have encouraged this opinion, bui we
. cannot - see how any other system eould succeed when
‘ ‘we congmder Jts umque posmon . The only institu-

Dumng these penods ‘of commercial disaster, the
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amount of capital’ advanced by the Bank of England,
has been very large. The usual’ proporhon of 30 to 50
per cent. of reserve against liabilities has not- been kept .
in fact the reserve at one time was so low. as 6 per cent.

We will illustrate this policy on the pa,rt of the’ Ba.pk by<
giving the amounts advanced du:mng the great crises of
the - present century. With an. increased demand for
capital, the Bank at such periods naturally charged a high-
rate of interest, viz., from 6 to 10 per cent.

BILLS DISCOUNTED BY BANK OF ENGLAND.

J

1809 . . ... 15475700

1810 . . . 20,070,600 panic year.
1825, Feb. 28 . . 2,466,000
,, Aug.81 . . 5,486,000
1826, Feb. 28 . . 9,597,000 i venr
, Aug. 81 . . 2950000/
1836, Feb. 20 . . 2,900,000
L, Aug.30 . . 4,400,000 Rate
1837, Feb. 28 . . 11,200,000\ . : ‘ -
. Aug.29 . . 5,100,000 crisis year. 4} to 5 per cent.
1888, Feb, 27 . . 8,200,000
o, Aug. 29 . . 2,900,000
1846, Feb. 28 . . 13,137,000 ‘ " 3 per cent.
,» Aug. 29 . . 6,067,000 4,
1847, Feb. 27 . . 8,879,000 5%
,, Aug.28 . . 9;168,000] 5
©,, Oct. 2 . . 10,899,0001 5,
o 9 10,973,000J crisis year, - B a
w15 .. 11,907,000 :
. s 23 . . 12,402,000 : 8,
1856, Feb. 23 . . . 8,883,000 = o{} t0 4% .y
Aug. 30 .. . 4,246,000 B
1857, Feb. 28 . . 8,859,000\ 53
‘ ‘ .. 7,893,000 B
© L 9,686,000
. 11,105,000 )
11,489,000 }erigis year, 10
18,288,000 |
16,008,000 |

17,788,000/
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In 1857 the. Bank stated -that advances would only be
made to bill brokers at certain seasons when the public
deposits were particularly large, but at other times an
-a.pphcatmn for an advance would bé considered excep-
ponal *The Bank, however, in the paaic year of 1866,
dlsrega.rded this rule.

BILLS DISCOUN TED.

- Rate.
1866, Feb. 28 . I 7,253,000 7 per cent.
w May 2 . . .. 8,834,000 6 .
v w 9 . . . 9,249,000 Tand 8
N » 16 . . . 13,831,000 9and 10,
» 1 . . 14,501,000 10
w oo s 30 . . . 16,512,000 0
5, Jdune 6 . . . 16,003,000 0,

The policy of the Bank during the critical years of
1872-3 and 1878-9 has been ably defended by Mr. Birch,
the late governor. He says: “In 1872-3 an enormous
amount of bills were created with a view of withdrawing
‘gold from England to assist in the payment of the French
indemnity to Germany. The Bank recognised the
danger which might arise from this being carried to
too great an extent, and then crippling the ordinary
business of the country, and rapidly raised the rate of
discount. I find that in 1872 we had seventeen changes
in our. rates of discount; in 1873 we had twenty-four
changes. The bahk rate varied from 3 per cent. to 9 per
cent., and from 10 per cent. to 12 per cent. was charged
in the latter period on advances, not with a view of making
large proﬁts, ‘but with a view of telling people that it was
& class ‘of business the Bank would do everythmg 1n 1ts
power to keep within reasonable bounds.”
~ In Qctober, 1878, came the crash of the failure of the
‘:»Clty ‘0 ,._G-la,sgew Bank The Bank of England was in
& good nosmon to meet the emergency, ‘and the threatened
crisis ps.s.sed away. The rate was never rmsed above
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6 per cent.: many thought it should ha,ve gone h1gher»
following the precedents of 1872-3, but in doing so
"they did not recognise the fact that the c1rcumsta.nces*
counected with these periods were entirely dlﬂ'erent

“In the years1878 the stringent action on the part
of the Bank was with a view to put a stop to the
discounting of certain financial bills, and in the year
1878 the main object of the Bank was to avoid all
unnecessary cause for alarm; and, the foreign exchanges
being in favour of this country, the Bank could show a
bold front to the ditficulties of the situation, and did
so, and I venture to think its action met with general
approbation.” -

This is a very important declaration on the part of
the governor of the Bank, showing that its present
policy is to assist the money market within reasonable
limits. In the year 1890 the directors even went a
step further in.order to prevent a great disaster. When
the great house of Baring was in  difficulties, the
directors called a meeting of the representatives of the
principal banks, and agreed with them to guarantee all
the outstanding acceptances of the above-mentioned firni.
This action on the part of the Bank no doubst: prewented a
great commercial disaster. We think the policy was
possibly wise under the circumstances, but whether the
‘Bank of England should guarantee the solvency of houses
of repute when‘ i difficulties is a question for serious
consideration. A crisis might have been avoided in 1866
when the house of Overend, Gurney & Co, failed, but when
a bad syqtem of finance exists it is better that ﬂrms
who embark in reckless speculatmn should not be
assxeted Of course this 3s & different pohcy from ‘that
of - refusmg to assist the market when it may be the
'means_qf a.voxdmg a panic. -
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‘The Bank has recently made concessions to its rivals
in the money market, viz., the bill brokers. The Bank
has agreed to discount bills for them which have not
more “than fifteen days to run at not less than* bank
rate,” but of -course it reserves the right to charge a
hlgher rate. No doubt this will tend to make the
Bank of England rate more in harmony with that of
the onter market.

The position of the Bank of England is umque in fact
no country has an institution wielding such power over
the supply and demand of capital.

It is satisfactory to observe that the great powers
entrusted to the Bank have not been abused. To promote
the prosperity of the country has been its aim rather than
to pay high dividends to the stockholders.
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CHAPTER XVI.
CAUSES OF FLUCTUATIONS OF RATE.

We will now consider the causes of fluctuations in the
bank rate. They are of a varied character, in fact each
year brings to light some new force which affects the
value of money. ' E
~ The first great cause would be the state of English
commerce. The trade of this country is, as we have seen,
transacted by means of borrowed capital obtained from
the banks, which are the great storehouses of capital.
When trade is active more capital is wqmred and
therefore we should expect the rate of interest to rise.
‘On the other hand, when trade is depressed less capltal
is necessary for the requirements of the country.

"Our imports and exports are a good index as  to the
state of trade. Every month we see reference made in
the money articles of the dmly papers as to the increase
or decrease of our commerce. The reports from our
consuls abroad, also inform us Whether capital is reqmred
1in various parts of the world.

- When trade is active we should expect pnces to" rxse
"because of an increased demand. When th1s occurs we
_ get me:ccha.nts anxious to take. adva.nta.ge of the i 1mprove-
‘ment m commerce, and tberefore increase -theirbusiness
by means of borrowed c&pital
‘--:».jA,gam, when prmes are rmmg, the merchmt 1' able to"
oW . Imore, capltal from ‘the bfmker, _ y
,tmcreaﬂed value ‘of his goods We ahoul&‘ !
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“notice the m:ports 1ncreasmg with a rlse of prices, because
'--other nations are anxious to send goods to this country
“in order te obtam hlgher values for their commodities.

On the other hand, exports would be diminished because
the rise of prices would cause a less number of purchases
‘to be madé in this country for export, in consequence of
‘the lna.rgm of profit becoming less on each transaction.
Whenever there is a great difference between the values
of imports and exports, the balance finally must be paid
in gold, the only commodity which can be utilised for
settling international indebtedness. Of course, one notices
'a great discrepancy between the values of our imports and
exports, and therefore one would imagine that large
sums of gold have continually to be serit from this country.
This, however, is not the case, because Xngland has lent
enormous sums to foreign countries, which have to remit
money as interest.

Agam, this country derives a large income from her
carrying trade. When, however, there is no equilibrium
the balance must be paid in gold, and that metal can
only be obtained in large quantities from the Bank of
England. This is one of the reasons why the reserve of
gold ‘at the Bank is so important. As gold represents -
_capital, its movements to and from this country show to
some extent the supply and demand for capital.

- Another important cause is that the reserve of gold in
-the vaults of the Bank represguts the final resources of

this eonntry for ‘meeting cash payments. We have seen
' ’ banka keep the:r reserves at the Bank of Engla.nd

the sta.bzhty of the banks Which hold the. surplus capita.l :



118 BANKS Aw'"n-“ BANKING

of the country, .If the banks were c&lled upon to repay all
their deposxtors at*a given time, they would be unable to
do so.. The state of credit is therefore an 1mportant item
n st;udymg changes in the rate of interest. . . :

All sudden demands for capital soon affect the’ reserve
at the Bank of England. As we recognise in this country
the 1mportafnce of keeping a reserve for emergencies, it is
important that something should be done to protect such
reserve. Fortunately the Bank of England has a good
instrument to protect its resources, wiz., the rate. of
discount. Capital soon finds its way to the centre where
the highest rate of interest prevails. The reserve at the
Bank is therefore of great importance, and consequently
it is necessary to understand how it influences the value of
woney: There are in reality three aspects of the reserve.

In the first place, the currency requirements of the
country are obtained from the Bank. We shall have a
good illustration of this, When we consider the autumnal
demand for gold.

Secondly, a greater part of the bullion which is required
for international purposes is obtamed from the amount
deposlted * ’

Finally, there is the reserve of gold and notes m the
banking department, which is of the greatest Jmportance
in influencing the rate of discount. : -

The daily papers continually make reference t0. the
reserve in commentmg upop the value of money To an
outslﬁer not -conversant with the familiar terms used ﬁa.xly
in Lombard Street, the remarks sometimes magde‘ are
misleading. - We find reference ‘made to the reserve of
gold: ‘and notes in the bunkmg dapartment and ‘then,
posm:bly in the same paragraph, reference: “fo the" ullion
_ 6. issue depmtment ‘We. are then iormgd that,
'although a fair reserve exists in the banking depattment




‘CAUSES "OF FLUCTUATIONS OF RATE. 119

yet we must expect to see capital very dear, because &
million or two has been drawn from the issue depsrtment.

By the Act of 1844 the Bank is allowed to issue fifteen
millions of notes against securities, and for any sum
issued in excess gold must be held in reserve.

It fs clear that any one holding notes can obtain gold
from the Bank, because that institution is compelled to
pay in coin all notes presented for that purpose. How
then does the withdrawal of gold from the issue
department affect the value of money ?

Mr. Clare, in his excellent book entitled A Money
Marwket Primer, shows the effect of u withdrawal of gold
on the reserve at the Bank of linglaud.

Thus, When a depositor withdraws £500,000, notes to
that amount are taken from the reserve and returned
to the issue department. These notes are cancelled, and
sovereigns which are held against them are given in
exchange. The effect on the balance sheet is ag follows :—

(ISSULL DEPARTMENT.

Notes . . . £38-8 millions  Sccurities -. . . £16-4 millions
. Gold . . . . 224
£38°8
. Withdrawal.
Notes . . . £38'3 millions Securities . . . £16-4 millions
Gold . . L L 219 .
£383

; BANKING DEPARTMENT.
Capital and Rest £18 millions  Government Securities £11-7 millions

Deposits . . 372 Other " 287,
) o ' Notes . . . .18,
Coin . . . L1 ’s
£55-2 ) ) £55'2
W’Lthdrawal
Cmpital .. .#£18 millions  Government Secunttes £11- 7 millions
Deposits. . 367, . Other " 28-7
o . Reserve S VT

£54-7 £54:7
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" If, however, the money market restores its balances
to the former level, it borrows of the Bank of Engiand
or dlscounts bills at that institution. . .

We have already seen that gold is the ﬁna.l means
for settling international trade, and that it can bnly be
obtained in large quantities from the Bank of England. '

When capital is leaving this country in the shape of
gold it represents a variety of transactions—such as a
scarcity of capital at a foreign centre, or to pay for food
imported into this country, or possibly to carry out a large
financial operation. : o

In addition to the currency requlrements of this country,
it is necessary to keep a certain amount of gold in order to
preserve the convertibility of bank notes.

We are informed sometimes that the Bank directors
have decided to raise the rate, because possibly a small
quantity of gold has left the Bank; whereas the actual
cause might be a depletion of the reserve in the panking
department, caused by a scarcity of capital, or possibly
other considerations known only to the Bank directors.
Of the two reserves of which we have spoken, it is
cert&inly the reserve in the banking department which
is most important in causing fluctuations in the rate of
“discount. . :

. Mr. Pa,lgrave say “ Though the total ‘amount of
bullion held by the Ba.nk is a very important thmg, the
rate of ‘discount does not appear to be reo'ul&ted by it

This is shown by the followmg retums _—

) ' £ B.n.teofDiqcount
1844 . Bullion held . 13,500,000 . ‘24}

1845 S ” © 15,200,000
1854~ i . 17,500,000 -
1856 . o © 10,900,000 -
867 T, 10,100,000

858 ., o T 17,800,000
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. : ' £ Rate of Disvount.
1865 - Bullion held 14,500,000 43

1866 -~ ' 14,900,000 7
187Q B ‘ 20,400,000 3
1871 . SR : 23,500,000 3 -
1872 - . " 22,600,000 4

Wesknow that at times the market suffers from a
scarcity of capital rather than of gold. The figures which
we have given show that on several occasions the reserve
of gold in the issue department has been low, and yet
the rate of interest has also been low ; but there is a
closer connection between the reserve in the banking
department and the rate of discount.

It has been already stated that the demand for capital
does affect the amount of bullion in the issue department.
Capital is required to pay for the balance of trade
against us, and must be liquidated by means of gold
drawn from this department. It indicates that capital
is leaving this country for the payment of food' and
other necessaries purchased. The all-important guestion
is, How much gold should be retained in the issue
department to meet every contingency ?

There is no doubt that the Bank Is able to attract
bullion from abroad when its reserves of that commodity .
are low by raasmg the rate.

On the other hand we must remember tbat the Bank
has not, experienced in the last fifty years a run on its
resources for gold. So long as notes can be obtatned,
the holders do not appear to require gold in exchange.
In consequence of the banks keeping their reserves at
the Ba,nk they retain in their tills a less amount of
gold; a.lthough the liabilities of the banks have increased,
yet the amount of cash held is smaller.

Cash beld.

Thus-1890, 11 banks’ Iiabﬂmes, £161,326, 100 168 per cent.
879 . 125,580,000 128,
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Of course, improved communication, the use of “tele-
graphic transfers, and the great use of cheques have
economised gold Yet, on the other hand, «a sudden
demand for that metal must be met by the Bank of Eng-
land. We therefore get changes in the rate of dlscount dug
to the movements of comparatively small amounts of- gold

Mr. Giffen estimates that with a capital of 6000 millions
the quantity of gold and silver held only amounts to 20
millions, or 8 per cent.

Any increase or decrease in the amount must affect the
value of money, and these changes are reflected in the
reserve of the Bank of England. All transactions are
expressed in gold, and therefore if we get prices rising an
additional amount must be added to the nominal C&P]t&l
and particularly to the capital represented by the loans
and deposit of banks. If wages rise in this country more
gold 18 requned, and consequently the reserve at the Bank
is diminished. ‘

Our monetary system is a delicate one, and what M. de
Laveleye’ stated in 1864 is possibly of more force at the
present time. “ All countries which carry on gigantic
transactions with small reserves of gold and silver, and
whigh have a vast movement of importations and exporta-
“tions, must. be exposed to these econowmical perturbations.
The more a country expels the precmus metals from the
chaqnels of circulation and replaces them by instruments
of credit, bank notes, cheques, warrants, deposﬂss, clearing
hotises, etc., and the more, 8t the same time, it develops
its relations with foreign countries, the more if “will be
‘exposed to the periodical return of financial perturba.tmns,:'
begause more easily an unfavoumble balance of tfade and
pa,yments will disturb all the mechamsm of ‘exch&nge, and
will require from the managers of core ingtitutions
redoubled. circumspection, prudence, and ‘ability.”
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We have in this country a gigantic sy btem of credit
built up on a small gold reserve, and in order to protect
the same* the: Bank of England has very flequentlv to
alter the rate of discount.

By raising the rate capital is attracted from abroad, and
the reserve at the Bank is replenished. :

London being the financial centre of the world, all
foreign countries naturally ascertain the rates of interest
prevailing in London, and if higher rates are ruling here
capital finds its way to the most profitable market.

The effect of high rates prevailing in London soon
makes itself felt on the trade of this country. Prices of
commodities would fall, and this would tend to diminish
imports ; but, on the other hand, exports would be in-
creased, and would have to be paid for by means of gold.

If we study the Bank reports we shall observe that the
rate of interest is dependent upon the reserve, principally
that of the banking departinent.  With a low reserve the
rates of interest are high, and with a high reserve a ]0w
rate of interest. Thisis shown from the following table :—

. Reserve. Rate of Dis¢ount
1845-49 . .- a 8:5 millions £3 11 4
1850-54 . . . 98 ' 3 510
1855.59 . . . &4 “ 4143
1860-64 . - , 84 \ 415 2
1865-69 . . 96 ) 318 3
1870-74 .. . 123 ' 310 8-
1875-79 N . 188 Ve 219 7 .
18g0-8¢ .. . . 134, 377
‘1885 91- . IR 18-7 . 3 8 4

Fluctuatﬁms n the rate of discount are therefore due
to the inovements of comparatively small amotnts of
ea.p;ta.l, "We ha.ve, as it were, all the forces whwh affect
the money ‘market concentrated upon the reserve ‘of.the
‘Baik of hng}a.nd

Mr. Giffén says that “the rate of discount: in the
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.short loan market of & bankm.g centre like London is ‘not
to be identified with the rates for loans generally, and it is’
only the rate for special loans between special classes of
borrowers and lenders. Every éhange tells on. the sensitwe :
short loan market.”

The position of the Bank of Engla,nd in the money.
market is that,of a large dealer who fixes the price, and
then sees whether customers will transact businesse
Outside the Bank are grouped large dealers in capital, who
undersell the Bank in order to get busjness. "

These large money dealers are known as bill brokers,
who obtain their principal resources from the banks and
then discount bills at low rates in the market. It seems
rather an anomaly that the banks should lend capital to
outsiders to enable them to discount bills at fine rates.
The effect of this has been that the banks get a less
number of bills for discount than formerly. This change
in the system of banking business is to be regretted,
because good bills are one of the best mvestments 1or
surplus capital. '

A few years ago the bill ‘brokers only dlscounted the
acceptances of large financial houses and those of the
various banks, but at the present time they dlscount a
large amount of trade bills. :

Bankers, however, find it convenient to lend theu' day
to day balances to the broker, because an investment is at
once found for surplus resounrces, and the money"so lent’
can be called in at a days notice. It must a.],so be .
‘remembered that ba,nks allow mterest for:: déposats, and
therefore it 'is necessary tha,t no portion . of the- ca,pxtal
entry gted to them should remain unproducmve :
"The bill brokers either lodge bills which they’ have'
discounted as security for money.. advanced at ‘mﬂ or
short notice or they deposit marketable - securitios’ such |
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a8 Gonsol Oertlﬁca.tes, Indxa. Government Bonds or Indmn‘
Railway Debentures. The latter class of securities are:
known as ‘floaters”’. When the loan is called in, the
Banker returns such hvpothecated securities,

.. As the bills which,are lodged as security mature,
-they are replaced by others havmg a longer time to run.

The position of the bill brokers is however one of great
delicacy, because they are dependent upon the banks
for the greater portion of their funds. If the banks have
no surplus capital to lend, the brokers apply at the
Bank of England for loans, in order to meet. their
requirements. However, they always endeavour to avoid
making applications at the Bank because that institution
‘ohly grants loans for seven days, and it is manifest that
within a week great fluctuations mlcrht occur in the value
of money. :

No doubt this system of lending capital to the bill
brokers has an important effect upon the value of money.
This is shown in the daily quotations for money. We
find sometimes the bank rates say 5 per cent, whilst
the market rate is only 3 per cent. If the Bank finds
its discount business getting less, it lowers the rate in
order to bring it more in conformity with the market.
The Bank certainly does affect the rate for money at a
particular moment, but it cannot affect the average rate.

“ The reason is that any momentary fall caused by the
caprice of such'a’ ‘bank tends ‘to create an immediate rise,
so that upon an average the value is not altered.” -

There is therefore no ground for believing that the price
of capltal governed by different laws than that of supply
like any other commiodity. .

We have' ‘already stated that both the dem&nds for the
interrna.l and forelgn trade of this country are reflected in
the reserve of the Bank of England. With rega.rd to the
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forexcrn trade, we are able to understand the posmmn of
‘the market by 'the foreign' exchanges. These tell us
‘whether a demand for capital exists in any ofthe great
financial centres of the world.  All the forces which affect
the supply and demand for capmal are exhlblted n these;
rates.

The followmg table shows us the extreme points when
'gold is likely to reach this country or the reverse :— '

~ Paris . . . . 95:33% =4 per mille for us,
25°22% =par of exchange.
25-12} == 4 per mille against us,

iE

" . . . .
Berlin . . A 20-52 =35 per mille for us.
" 2043 ==par.
S o . . . 2033 =5 per mille against us,
New York . . . 489 =5 per mille for us.
o . . . 4-867 =par.

" S 4827 == 8 per mille against us.‘

The par of exchmxge is the identical value of the
sovereign expressed in its foreign equivalent.

The estreme fluctuations of ‘the exchange are known as
bullion points, because when the rates reach these points,
gold would be shipped eithef to or from this country.
However, it is possible for the rates to rise or fall béyond
such points, because on the shipment of gold to and from
this country a saving might be made on freight, insurance,
and other charges. One mercantile house ight be in a-
better position than another to secure better, temm on the ;
shipment of gold. :

Our trade is continually sh:ftmg from one place to
a.nothex' A fresh demand for capital . spmngs up in one
corner of the’ globe, followed ‘possibly by a dummshed-
use £ 1@ in another All the‘ae mevements‘- > caplta.l react
‘urn affect the -

foia:(gh excha.nge-s ,
' Many yea.m- ago the Bank d:rectora ]ooke«l to the Iwelgn :
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chscount but m recent years they have. conmderea the
demands for capltal by the ‘stock E*{cha,nge as bemg
of more importance. ‘ ‘

Mr. Blrch says : “ The grea.t thing which governs us
n; the enormous transactions on the. Stock Exchange

ra.nce, in Germany, and in the United States. These
are the opera,tlonq we have to follow most carefully.”

. All such dema,nds would affect the reserve of the Bank

of En‘gla,nd.‘ The following figures will give us some idea
of the demand for capital by the Stock Exchange :—

In 1889 there were registered 2788 companies with a
capital of £241,277,000, the largest number ever vegistered,
exceeding the previous year by 238, o

Of course all these companies were not floated.  Since.
the Cowpanies- Acts were passed 33,901 companies
have been registered with a capital of £3,740,520,000.
The year 1895 gave the following stupendous
figures: 18,362 companies in existence with a capital
of £1,035,029,835. .

Mr. Giffen has estimated the capital of the country to
be £10,000,000,000, and we observe that the figures for
1889 are very large, viz, about one-fortieth of the total
amount. Although it does not represent capital paud up,
yet the amount is very large. '

Some of this capital would be sunk in raa]ways,, mines,
docks and kindred underta,klugs, and would not be- repro-
duced for along term of years.

When there is & great increase in the number of joint-
stock compmnes, it may happen that the savings of the
country afe not suﬂiclent 1o meet the greatdemand, and
then the value of money mist be high. . ‘Shareholders are
'un&ble to pay their calls without the assistaiice of banks, f
and’ consequently the rate of interest rises. :

Besides the fluctuations ‘due to the increased ‘demand
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for: ca.pltal in order to meet the requlrements of tmde
there are changes which occur annually.

Of these periodical changes, the most mlportant is
the sutumnal demand, which is prmmp&lly 8 currency
requirement.

The cause of this demand is, that after the mgathermg
of the harvest a great number of transactmns take pla.ce
Corn is sold and other commodities are purchased Al
this tends to an absorption of capital. : )

The weekly returns of the Bank of England for the
third and fourth quarters of the year show the result of
these transactions, in a marked decrease in the bulhon and
loanable capital. '

There is also the autumnal demand for gold from
Scotland, due to the fact that rents, salaries, etc., are paid
on the Scotch quarter day, viz., 11th November.

At this period of the year the Scotch banks exceed their
anthorised issue of notes and are therefore obliged by the
Act of 1845 to hold gold in reserve against any excess.
After the demand has subsided, this hypothecated gold
soon finds its way back to the Bank of England. -

Professor Jevons speaks of the auntumnal demand as
follows: ‘“To sum up, then, the October drain is due
like many others to economic disturbances, to a concurrent
of causes. - The dispersion of money in wages during the
summer and the absorption of money and capital in
buying up the produce of the harvest. occasion a general
autumnal drain upon the resources of the banks, causing
the private deposits, the bullion and the reserve of notes
to fall. Then the general quarterly pa.yment of rents,
billg, and- especml.lv the dividends at the begmnmg of
Oamber cause a sudden extra run upon "the ‘resources:
of the banks quite sufficient in many states of the money -
market to engender a panic, unless indeed its normal and’
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temporary nature be well understood. The result of this
autumnal demand is that we find the value of money
higher for* the last six months of the year.”
This is shown by the following analysis of bank rates i—
-Average rates.

* _1845'—61 ~ | anuary to March . . . 397 por cent.
““w,, . . ApriltoJupe. . . . 887
S . 'Juiy to September . . L8800,
© October to December . . 417

The B&nk of England pays the interest on the National
Debt by quarterly instalments on 5th January, 5th April,
5th July and 5th October. The effect of these prwments
is shown in the weekly balance sheets :—

(1) A rapid decrease in Government deposits.

(2) A decrease in the reserve of notes.

(3) A decrease in the private securities.

(4) A slight decrease in the bullion.

(5) An increase in the private deposits.

(6) An increase in the note circulation.

When the dividend money, now about £5,250,000 per
quarter, is released, it has the effect of increasing the,
supply of capital, and consequently at these periods we
may expect the rate of interest to fall.

The financial requirements of the Chancellor: of the
Exchequer {requently cause changes in the value of
money. This is _especially the case when there is a
large sum floating in the market in the form of Treasury
or Exchequel bills. The repayment or renewal of such
obligations has an effect upon the value of money, especi-
ally at times when capltal is scarce. The rates at which
these obhgatlons are renewed, would be an indication to
‘the Bank directors as to the position of the outside market.

In the’ ﬁnancxal papers reference is made to certain
payments or calls “which fall due. For example, an
instalment: on an’ Indian Iogn of say £1 000000 has to
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be paid, and consequently the market is denuded “of that
amount of capital. . Again a large company makes a call
upon its shareholders, who are obliged ,to find' capital ;to,
meet the same. Then at the same time we might have '
the Government borrowing £1 000,000 on Treasury bills.
These bills are issued at various dates, and if the*'ua,re"

applied for at low rates, it would indicate that the market

expects a low average rate for money.

The effect of all these calls upon the market would be
to raise the rate of interest.

We often see it stated that the Bank of England has
been borrowing on stock. This means that it borrows
capital in the market, liké the bill brokers. The
weekly reports show this by a decrease in Govern-
ment securities. The Bank directors endeavour to make
their rate more effective, or, as it is stated, to get control
of the market.

It is difficult to understand how ca.plta.l BO obtamed by
the Bank can be utilised at a profit, but when the Bank
gets control of the market, it is able to get more discount
business ; which no doubt would more than ‘compensate it
for the amount paid as interest on loans.

The rates for money prevailing .on the Stock Exchanve
form a guide to the Bank directors in fixing their rate.
They study closely the events which are takmg pla.ce in
the great market for securities. :

A large portion of the business transacted on the Stock
Exchange is of a speculative nature. Stock is- purchased
but not paid for, so that when the fortmghtly settlement
arrives, the buyer has to obtain & loan on his stock, or, a8

_ 11; is termed, carried over ” to the next settlement.  This
is'done by the broker, ,who cha,rges his client interest for
“the transaction. The rate of interest charged affords some
* indication as to the scarcity of capital or ‘otheriyise.
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~'We haveé been considering some forces or economic
causes which tend to increase the value ‘of capital in the
market. There are, hﬂwaver causes which have the
effect. of lowenng the rate of interest. .

Somepmes 8 large Government loan is paid off, which
has¢hg effect of throwing capital on the market. Again,
a railway is purchased by a Government and its capital
returned to its shareholders. This recently occurred,
when a Duftch railway was purchased by the Govern-
ment, and produced some effect upon market rates. We
have, in fact, rates for money continually changing in
cohs'equence of the movement of compar&tively smaill
amounts of capital

However, for more permanent causes of annual average
rates, whether high or low, the condition of trade is the
most important factor. When trade is depressed, less
capital is required, and therefore years of depression would
mean low average rates of interest. ' :

Our commercial system is highly organised. The
division of labour has made trades dependent upon each
other, A depression in one trade soon affects another,
and this reacts upon the banks; which find that less capital
is required, and consequently rates for money fall.

- Again, we find credit an important factor in the money
market, not only in ¢onnection with the mercantile com-
munity, but ‘also with banks. Trade is carried on by
means of borrowed capital obtained from the banks,
which lend ¢apital belonging to others _

A greaﬁer portion of the resources of banks is utilised in
the dzscountmg of bills which represent credit transactions,
a,nd WB have ‘seen. that the term discount is used in thei
ricet. rather than the term intevest, showmg_
that the ‘pt’x"‘ h_a.se of these credit documents ‘i the most’
important business inthe money market.
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We have already stated that the Bank is bnlyin the
position of one of the largest dealers in capital. Wemust,
therefore, consider the action of the other - 1enders,
especially the bill brokers and large discount honses, that
wield a great power in the market, These 11131;1tut1cms
compete against the Bapk, in order to obtain ca,pxtgr!wa,nd
to utilise the same in the discount of bllls_ o

For example, the effect of this competltmn may be seen
by the following quotation of rates prevailing at one time
in the market, viz, :—

Discount. Money.

Per cent. l " Per cent.

Bank rate . . . 5 .. 17day Bank of England

8 month bank bills - 4F 43 loans v .6

6 ., . 4% 43 | Bankers' deposit r&te . 3% ...

8 month fine tmde bills 5 .. 1 Brokers’ deposit rate . 33 8%

6 ., o 5 ... | 7daymarketloans . 8} 4
' ' | Day to day money . . 2% 8

The above rates tell us somewhat as to the position of
the money ‘market.

‘We note that the rate for three month bank bills differs
only 1 per cent. from the bank rate. This would indicate
that the Bank is able to effect some discount business, and,
therefore, that its rate conforms to the market value for
capital.

The rate for six month bank bills is a fraction less,
’because ‘the market assumes that the a.vera,ge value of
money for that period will be less.

‘Tt is to be noticed that the rate for ﬁne trade bllls is a
httle more, viz., from 1tod perr oent Thls a,ddltlona,l
interest is charged becanse more rigk a,ttends the discount
.of trade bills than bllls a.ccepted by banks, Whlch will
almost ’bo # certainty be paid.

We observe that the Bank charges 1 per cent,.-a,bove the‘
pubhshed*-r&te for seven’ ‘day loans. ~'Thi al
‘custom of that institution, and therefore severy dealer m
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money endea.vours to meet his engagements w1thout
its aid. : ‘ :

The banks generally allow 1} per cent. below bank rate
for deposits, unless the rate is very low, when there is
only a dlﬁ'erence of 1 per cent. Receutly we have seen
the . x;ate for - deposits allowed by the banks lowered to
3 per _cent ; whilst the Bank of England remains at the
nominal rate of 2 per cent. This would show the
great "difﬁgul-_ty experienced in utilising deposits at a
profit. The cause of this difference between discount and -
deposit rates is that the banks have at times to lend
.money at call, at rates much below bank rate. Then
again, they bave t6 find an investment for depositors’
money, which of necessxty entails risk, and, therefore,
some ma_rgm 1is required as an insurance fund. We note
that day to day money is only worth 2% to 3% per cent.,
and, therefore, if a banker allowed 3} per cent. on deposit,
there would be a loss by the transaction. However, it is
_the average rate which must be counsidered.

The brokers’ deposit rate is a little higher than the
banks’, wiz., 1 per cent., which would indicate that
they are anxious to secure the use of capital, and there-
fore are willing to pay a higher rate.

The brokers prefer a low average rate for money in’
order to conduct. t;helr business rather than a rate- con-
tinually fluctuating. The profit of the brokers would be
the dzﬂ"erence between their deposit rates and ‘market
rates for dlscount. They also allow an additional 3 per
~cent for mone l&nt them for seven da.ys, in order to
ations:to the Bank of England..

The last quotation is for day to day money, that is,
money wh:lch can be called in at any moment by the
'bmks N&turally money borrowed on such conditions is
not 80 valua’ble to the broker,. because, if Joans are ca]led
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in, he is obliged to berrow elsewhere, - a.nd ‘what the‘
reqmrements of the ma,rket will be on- the followmg‘
day, may not be known.

By studying these rates we get an insight into some of
the forces which cause fluctuations in the value &f money.
The tendency in the money market is towards an egy'g,h 8- .‘
tion of rates. Naturally every borrower  endeavours to
find the cheapest market. When bills of a certain class
are discounted at the banks, it .is in consequehée of the
holders not being able to discount them below bank rate,
because, although their credit is good, yet they are not
sufficiently known in the market. The forces at work in
the market are always tending to make the bank rate
equal to the market rate. When there is-a great dis-
crepancy between the two, a less number of bills are
discounted at the banks. Some of the large banks, how-
ever, compete for bills, that is, they discount for their
customers at market rates, and such banks would not
experience the movements indicated.

Again, the London banks soon ascertain how rates of
interest are tending by the dm]y applications of the
brokers. When capital is scarce in the market, the bill
brokers visit the banks perhaps two or three times a day
in order to obtain the surplus capital of such institutions,
and offer at times even higher rates than the bank rate, in-
order to avoid applying at the Bank of England for loans.
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CHAPTER XVII.

EFFECT OF CHANGES IN RATE.

Having briefly considered the cause of changes in the
rate of discount, we will now study some of the effects.
Of these the most important would be in relation to the
commerce of this country, because, as we have seen, the
greater part of our trade is carried on by means of
borrowed capital. -

Every change in the price of money must of necessity
react upon the value of commodities. Merchants purchase
goods on. the presmnption of being able to borrow
capital at all times. If borrowing becomes difficult or
disorganised, the whole trade of the country suffers. Of
course, profits made on the purchase or sale of goods
are considerably atfected by the fluctuations in the rate.
If ‘a.,n'lerch;mt has to pay a higher rate for the loan of
capital than he has estimated in a contract, his profit
might be reduced to nothing. '

Trade would becorae restricted if they were abnormally
high, because merchants would find it difficult to obtain
a correspondingly hlgher value for their commodities.

- If, however, we get low rates of interest, production
would be stlmul&ted and, as a consequence, trade would
be active, but a high rate of interest does not matenally
‘affect. commerce, although great fluctuations ‘may be
detmmental

A high. rate Would stop speculation, and this at times 18
‘beneficial to the country. . It would be the means of
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preventing a certain amount of c:rculatl ng capital being con-
verted into fixed, that is, expended in the ‘construction of
railways, mines, docks, and other similar underta;kmgs In.
such cases capital would not be reproduced. for a long term
of years. N @

We find reference made in ﬁnancxal ]0111'11&18 as ‘to _;he
price of capital in relation to trade. They inform us that
at times the rate of discount should be reduced in order io
afford relief to the mercantile community. This demon-
strates how closely the trade of this country is a,ssdcia.ted
with the value of money.

Mr. Bagehot has stated that * Lombard %reet is by
far the greatest combination of economical power and
economical delicacy that the world has ever seen’. Tt is
the centre or the mioney market of the whole world. All
‘demands for capital are supplied from this centre.

If ‘a foreign Government wishes to borrow capital,
the rate of interest prevailing in Liombard Street would
first be ascertained. If the rate was high, the Govern-
ment would wait for a more favourable opportunity.
Every nation wishes to borrow cheaply, and therefore
avoids a market where money is dear. ‘ '

The English market has been' invariably a. cheap
one for bori'owers, and therefore foreign States have
found it advantageous to borrow here, rather than in
Paris, Berlin, or New York. ‘ B

. This is seen from the average rates since 1845 —

1845.5¢ . . . . . . £ 8 8
1855-64 o .. 414 8
1865-74 316 5
1875-84 W .. ... 8.8:8
188594 . - . S B 82

" The rate of interest allowed by the banks f01 money on
leposit is determined by the bank rate. . The London
banks generally allow 1% per cent. below ba.nk mte unless‘
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the rate is very low, when there is only a difference of 1
per cent. = We have explained elsewhere the reason of
this difference. The. London banks and discount houses
announce in the daily papers their deposit rates the day
after the bank rate is fixed.

Jf a’high rate of interest is allowed, we should expect
to see the deposits in banks increase, but if low the
deposxts would tend to decrease, because the depositors
would naturally find ‘other investments for their capital.
It may, however, happen in consequence of the difficulty
of finding employment for capital, and also in consequence
of a want of confidence, the deposits in banks may increase,
although the rate allowed is only % per cent.

The value of money in the Liondon market soon affects
the rates prevailing in other great commercial centres,
such as Paris, Berlin, Vienna, Amsterdam, and New York.:
The changes in 'the bank rate are soon reflected in the
foreign exchanges. Thus, with a high rate prevailing in
the London market, we should observe that the exchanges
would gradually tend in favour of this country. This is in
consequence of capital being sent here for investment.

We niight say that London is the great clearing house
of the world. More bills of exchange are drawn upon
London than any other commercial centre, and such bills
are a favourite investment on the Continent. The holders
of such bills proﬁt by the variation jn the rates of
exchange. .

- Mr. Goschen refcrs to this subject in his book on the
foreign excha,nges, thus : ““We now come to the fact
which it is very important clearly to- appreciate, that
at any moment there is in the hands of bankers -and
exchange dealers 'a- large amount of bills - on- foreign
countr;es, ‘held pmrtly for the purpose of speculatmg on:
a rise or fall in “the price of bills, but. to & very large
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extent solely for the sake of the interest Whach is to be';
made on them. Bills on England, owing to the high rate
of interest Whlch they often bear as compared with con-
tinental rates, are a favourite investment abroad. In
Paris, Berlin, Frankfort, Hamburg, and other continental
cities, the bills on England held by bankers and Jomi.-
stock companies often ‘amount to many millions sterhng,
and a very large sum remains in their hands for several
months, in fact from the time when the bills are dra.wn to
the time when they fall due.” :

The changes in the rate of discount have a conmdemble
effect on the Stock Exchange, where wast amounts of
capital are lent fortnightly, and consequently such changes
soon affect the value of  securities. If rates are low,
speculation increases and more purchases are effected.
Various stocks are bought because the rates of interest on
such stocks are higher than the rate which the borrowers
pay to the banks.

Supposing £10,000 Colonial Stock is purchased and
the stock bears 4 per cent. interest; and 2} per cent. is
paid for the loan of capital advanced on it, then the
purchaser gets 1} per cent. by the trangé.étion if he is
able to borrow from one settlement to another.

Again, a low rate encourages speculatlon because, the
brokers being able to borrow che&ply, there 15 8 tendency'
for all securm% fo rise. - -

The rates charged for “ ca,rrymg over’ stock on the.
Exchange fluctuate with the bank rate of dlsoount and if
such rates are hlgh specula,tlon is’ cheeked and the
price of securities falls. There is. therefore & close connec-
tion® between the r&tes for money. &nd tha price of
_securmes L

We will briefly consldex the efﬁect upon some of the
secumhes dealt in on the. Stock: Exchange.' At the
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head of such securities would be British (zovernment
Funds, which are pa.rtwnlarly sensitive to changes in the
‘rate of interest. They form a floating - security in the
money market.. The large financial houses are able
to bo:row capital from the banks against Consols,
ca‘nd *if the average rate of interest in the market
18 hlgher than the rate on Consols, there would be a
-tendency for the price to fall. The holders would
prefer selhng thelr 8tock and lending capltal in the open
market. '

1If, again, the b&nks offer a high rate of 1ntsrest for
‘deposits, the holders of Government Stock might prefer
selling to get the higher rate. With a high market
rate prevailing the banks would be inclined to sell
Government Stock in order to lend the proceeds to
bill brokers, and thus secure a more remunerative return
for their capital.

Again, the price of Treasurv and Iixchequer Bllls is
largely affected by the market rates for money. These
securities like Consols are utilised by discount houses
as cover for advances made by banks to such institutions.
We therefore find the price of these securities ﬁuctua,tmg_
with the market value for capltal ‘

Mr. Giffen refers to this as follows: “ 'I‘here is a c]ose
connectxon between the short loan and the: speculation
in’ securities. The funds of the short. 1@@:«1 market are
employed p&rtly in holding securities, a.nd where these
funds are diminisked or increased from any cause, how-
ever temp(amry, there is an immediate effect on the price
of some Becuntzes But the great mass of securities
will only be aﬁ’ected by more permanent changes in the
rates obta.ma.ble f@r ‘money in other markets.”

In recent vears the ccmnectxon between the Stock
'Excha.nge and the b&nks has been of a more mtxma&a
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sharacter. "It has been stated by the Economist that -
an addltxonal £9,000,000 of capital was lent by the banks
¢n the Stock Exchange for the year 1889,

Large amounts of stock are deposited with the banks by
stockbrokers against money lent for the fortmghtly
account, a certain Imargin being provxded to - cover
contingencies. When the settlement arrives, a fresh Toan :
is made and the stock is carried over for another fort-
mghtly perlod It is easy to understand how the rates
for money, must affect the price of securities which
have not been hought by the public, and therefore do
not represent actual purchases or sales.

Credit is also an important force in connectlon wmh the
Stock Exchange. If at any time a rumour gets abroad
that the banks intend to refuse loans on certain securities,
the price of such securities falls considerably. The with-
drawal of loans by the banks from 'the Stock Exchange
would have a most disastrous effect. It was stated quite
recently that certain banks intended curtailing their loans
on the Stock Exchange, and even that rumour almost
created a panic.

An) increase in the value of money would tend to
increase savings, and as a large portion of such savings
would be invested on the Stock Exchange, prices would
therefore rise. On the other band, a low rate of interest
would act as..a check on savings, and thzs effect is
reflected in the price of securities.

The value of money in the market does therefore

exercise a  great mﬂuence upon | all mtelest -bearing
securities.
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' CHAPTER XVIIL
THE MONEY MARKET IN 1890.

Ix order to afford a practical illustration of some of the.
forces which from time to time cause fluctuations in
the rate of interest, we intend to give a short account
of the money market for the year 1890, because it was an
anxious period for the banks of this country. In doing this
we shall be able to judge somewhat whether the Bank
directors exercised their powers rightly, in making
alterations of the rate. We might notice that each year
has some leading features which distinguish it from the
preceding one.

Thus the failure of the City of Glasgow B;mk in
1878 had an important effect upon the money market.
Then again a gigantic speculation in some great
commodity has an effect upon the rate of interest, such
as the copper speculation in 1889.

- Again, the requirements of a foreign country in order
to place its currency on a satisfactory basis, which may
lead pdssibly to a drain of gold, have caused great
cha.nges in the value of money. In fact we might almost
'sa,y that the requirements of the world for specie, are
supplied from Lombard. Street, The year 1890 opened
with a bank rate of 6 per cent., and also with the outside
market denuded of C&plta] because the Bank return
.showed that the market had borrowed seven to eight
“milligns.” Of ¢ourse this showed that the Bank of
England had control ovet the outside market, and there-
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fore little competxtlon existed between the. Ba.nk mnd the
said market. The year therefore began with a deficiency’
of surplus ca.p:ta.l in consequence of the heavy calls upon
the resources of the market in prevmus yea.rs, which
have been described as mania periods. Thus m 188&
£160,000,000 of capital was. mvested in South Amevczmj
securities, followed in 1889 by £190,000,000 of capltai
subscribed for breweries, mines and trust company
investments. These facts explain-to us the position of
the market throughout the year. The consumptlon of
capital has been larger than the supply. '

Mr. Giffen has estimated the annual savmgs of this
country to be £150,000,000, but of this amount s large
portion would be invested in stock, premises, machinery,
land, etc., and he therefore estimates that a balance of
£80,000,000 can be regarded as free savings which require
to be invested through the medium of the Stock Exchange.
If, as he says, an additional £20,000,000 were added to
any one year it would make a great difference in the
prices  of securities, which would be mﬂa,ted and. paper
profits would be large. -

By means of'these instructive figures we are able to
ascertain whether the capital required for new wunder-
takings is in excess of the annual accurnulations. In
order to show this .we w111 take the capital called up for
ten months to October, 1889 in comparison with the same
penod of 1890 :—

October, 1889, called up £128,670, 798
w1890 W 104,729 70‘9

From these ‘amounts we should have t.o deduct ‘the:
amount of ca,plta,l returned - to ‘this cmmtry by mea,us of
redemptmn drangs After makmg allﬂwauce for this’
return of caplta,l the ﬁgutes given ‘are ‘very laz;ge n
comparison ‘with previous- years.
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For example, new 1ssues of Colonial Government
Mumcxpal Loans, etc., were as follows, Dz, t—

876 ., .. . £25600,000
1888 . . . . 48,900,000
1884 . .. .. 48,900,000
1885 . . . . 51,700,000

 We must therefore conclude that during the prev:ous
three years the amount. of capital subscribed for new
undertakings had beén in excess of the annual savings.
The above facts clearly show why a 6 per cent. rate
was prevailing in January. _ '

The first relief which the market obtained was through
the payment of dividends on Government Stocks on 5th
January, amounting to £5,250,000. These quarterly.
payments on Government Stocks are always taken into
account by the money market and naturally tend to ease
rates. :

In the first quarter of the year there is another force at-
work which must not be forgotten, and that is the collection
of taxes for the revenue. As the financial year ends on
the 5th April, the collectors of taxes make strenuous
efforts to obtain payment of all outstamding amounts.
The revenue receipts for the quarter are about
£31,500,000, and if the Chancellor of the KExchequer
lends any of this amount, it would tend to lower rates.

The power of the Government in the. money market
must not be forgotten in ‘considering fluctuations of the
rate of interest. The Govemment ‘borrows on Treasury
-bllls, and whenevesr they are paid off or renewed, we have
some changes in the rates for money.

. Byery week we find reference made to the two rates
vprevmhng, viz., the bank rate and the market rate, and
sommetimes when there 18- a great dlﬂerence between the
two, the Bank of ,England endeavours to make its rate
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more effecmze by borrowing in the outer market. This.
is effected by borrowing on stock, which denudes the‘
market of surplus capital. If we study the weekly balance
sheets of the Bank of England, this result is shown in &
decrease of Govemment securltles.

For example :—

October 20° . . Government securities .~ . £16,138,500
November 5 . ‘Do. ST 15, 498 500'_
Decréase . . . V £685, 000

This amount, wviz., £635,000,. would represent the
amount borrowed in the open market by the Bank.

Another important element to be remembered is the
rates for money prevailing at places abroad where “capital
is concentrated. These rates tell us whether ca,pltal is
likely to be drawn away from this country. They are
quoted weekly in the Ecomomist in the following form,

V2. —

Paris' . . . . o . + 1% per cent.
Berlin. . . . . e - 1. ,.
Amsterdam . R . . + 2 "
New York . . . e ~25% '

+ {above) - b(.low) London rates.
The foreign’exchanges also indicate Wh_ether capital is
drifting towards this country or not. For example, we
#na q quotation as follows, viz. fe A

France, . + . . .. . - +1jforus.

Germany . - . . . . - 2% a.ga.mst us
. Holland . . . . R - 3§ against us
New¥ork . . ' . . . . -4 againstus

‘As a rule, the iorewn exchancres follow the changes of
the bank rate, rather thfm precede such alteramons.,

The Bank of France is able t0 retain crcx]d by eha,rgmg a
premium, and therefore high rates of dlsgount preva.ﬂmg_
hére are unable to a.ttmct it, if that institution wishes to
mmntann its reserve of gold
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As we have already discussed the comi;oéition of the
reserve at the Bank of England, it will only be necessary
to study the changes which occurred. :

The stock of bullion and the reserve in the banking de-
paytment in January were both low in comparison with
previous years.

Thus :—

31st Dec., 1879, ~ 5th Jan., 1867., 5th Jan,, 1838, 2nd Jan., 1889,  1st Jan., 1890,
£27,601,000 £19,307,000 £20,164,000 £19,366,000  £17,782,000.
Proportion of ’ ‘

reserve to li-} . 80% per cent. 38 per cent. 294 per cent. 27} per cent.
abilities

There were other indications showing the expenditure
of capital. For example, the clearing house returns, which
are always studied by the market because they illustrate
the condition of business in the country.

Of these returns the fourths of the months give-us some
idea as to the amount of bills in circulation, whereas those
of the fortnightly settlements and the Consol settling days
on the Stock: Exchange illustrate the amount of specu-
lative and investment business transacted it the country.

If the returns were falling off, they wopld show that
less capital was necessary to carry on the business of
the country, and we should expect to see a gradual reduc-
tion in the rate of dlsr'ount

The returns for 1889 showed an increase of £654, 878 000,
which indicated that capital was in great demand.

The high bank rate at the beginning of the year had the
effect of turning ‘the foreign exchanges in our favour.
For example :—

S . 4th Jan., 1890. 11th Jan., 1840,
French Exchange . 1% for us 1 forus

German . . . 2} against us  par :
Doteh .. . .. 8 ., 2toegsinstus
NGWYO!k oy 4 i -_:_:» par

10
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In the early part of the year the market was aﬁ'ectedﬁ
by a financial transaction which has. occu,rred on. aeveral»
previous occasions.

In order to effect the conversion of the Russian debt‘\-
from 5 per cent. to 4 per cent.’it was necessar 7 that, it
should be done when rates were low: A forced ease was
effected by means of a million of gold being brought here, -
and this additional capital would temporanly aﬁect the
market

The note circulation in March generaliy shows a con-
traction of £2,000,000 to £3,000,000 in consequence of
money being required for revenue purposes. Altjhough E:!
6 per cent. rate prevailed in the market, yet it had not
the effect of attracting gold to this country. The Bank of
England paid a halfpenny per ounce more for bar gold in
order to draw capital from abroad. '

The rate was however reduced to 5 per cent. on 20th
February in consequence of an increase in the bullion at
the Bank, and also because the banking reserve showed a
proportion of 50 per cent. to liabilities.

“When the bank rate is high, the traders of this country
suffer somewhat, because most of the banks are guided by
the bank rate in fixing their charges. It is therefore
important to the trading community that a hlgh bank
rate should not exist when the reserve a.t the bank is
abnormally high. : :

On 5th March the rate was 1educed to 4'} per cent the
market rate being 3% per cent. There was nothmg of
importance in favour of cheap money, because there were
several calls due on new undert&kmg,s and the busmess of
the country showed some improvement ; howevar the rate
was reduced to 4 per cent. on 12th- ‘\Im:oh in consequence .
of an increase to 51 per cent. in the Bank’s reserye.

“ As we have already remarked, there is aclosé mnnectwn
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between the banks and the- Stock Excha.nge, and all
‘q.pphcatlons for new cs,plta.l affect the rate of interest.

_ The followmg table shows the increase from 1885 to
1890:— -

. £ One Quarter.
New capital afiplications 30,240,000 1890
. ”.l-'l 11 - 1" 56,800,“)0 1889

S m ' . 84,600,000 1888
PR " 21,500,000 1887
o " 26,800,000 1886
" ) XL B 1 ]3,759,%0 1885

The quarterly dividends due 5th April would affect the
market in the same way as in January, and consequently
the rate was reduced on 10th April to 34 per cent., the
reserve at the Bank:being in the proportion of 43% per
cent. There was a further reduction, 17th April, to 3 per '
cent., the reserve being 45} per cent. This ease however
was not prolonged, because we find that in the following
week a withdrawal of gold on balance of £357,000 had
taken place and the reserve had fallen to 443 per cent.
Of this gold £200,000 was shipped to Buenos Ayres, where
financial difficulties existed. The market also expected
that the Russian Government would send its surplus capital
from- London to Paris, where most of its securities were
held.  This withdrawal of bullion had the effect of har-
demng market rates, {aspecmlly when it was known that
gold would also be required for Scotland in the following
month, viz., May, in order to meet payments due on the
Scotch quarter day.
~ The Bank of I&ngl&nd returns for 1st May showed that
the market was short of caprtal beca.u&e a,pplzcatlons had’
be,en m&de at the Bzmk for loa.ns " This was shown
by an . increase in- ‘the. other securltles of  £1,858,000.
Again,‘the G‘rovemment had issued £1,500,000 of Treasury
‘bills; which would cause the withdrawal of sutplus capital
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from'the market. " On the other hand, it was known that
£2,000,000 of Treasury bills falling due at a 1ater permd
would not be renewed a,nd therefore tend to euse rates.

‘The market a,t this time was somewhat aﬁ“ected by
specula,tlous in silver. This was in cansequerme of the
United States a.uthorlsmg ‘the pom&@e of a.ddltlonal sﬂvex
The sudden rise in the price of that met&l na,tura,lly
followed, and the price of all silver securities ra.pldly rose.
It was stated that several large ﬁnancla,l compa,mes had
_specula,ted in such securities.

The effect of the silver legislation in the Umted States
would cause gold to leave that country. and increase “the
stock here. This is in accordance with. Gresham’s law,
which states that if two metals are.used as currency in a
country, the one of less value will remam whilst the
other is exported.

It was also observed that the high bank rate in J anuary,
and February had affected the value of the securities
quoted on the Stock quoha.nge, where 7 per cent. was
chmged for loans.

On the other hand, the United States securities had
risen considerably in consequende of the silver leglslatlon
However, a few months later a reaction occurred, Whlch
showed that any attempt to” glvg an artlﬁcmi value o'
silver must fail. '

With regard to the Stock Exch&nge, the ‘cause for
anxiety was the state of affairs in the Argentme Bepubhc,
where £150, 000,000 of English.capital had been invested.
’I‘hls would natumlly affect -banks and theu‘ rates of
mterest ‘especially as it was’ estimated’ thiat £9,000, 000 of
‘additional capital had been lert, onvth"f”"Stock"Excha,nge. :
. There was nothmg, however, to show ' that a great
’ stnngemy would  take place 1 in the a I, although the
reserve of gold in the bank was £1 000,000 less than in
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the previous: yedr. In fact it. was predlcted that no great
-dra.m of gold. Would bake place in the autumn, but if we
‘remember the vast amount of new underta.hngs which
‘absorbed the ﬂoatmg ca.pﬂ:al of the market we cannot
~wonder. o subsequent events. | .

T.he return for 12th June showed a reduct:on in the
reserve o 41{- per cent. The bullion in the issue depart-
‘ment was also low, vu — S ~

Last year . . .. . . £22,884,000
June12,1890 . . . . 21,760,000

The Indian Councll at this time ca.lled in money lent on
‘the market, and the demands for loans from the Stock
Exchange were large. "We therefore find that the market
rate was only } per cent. below bank rate.

The next weekly statement showed a reduction in
the reserve to 89 per cent., the bullion being £300,000
less, and consequently the rate wag raised on 25th June
to 4 per cent.

At this time & large loan for the Argentine Government
was expected, but it was found impossible 1o float a loan
in the market, and this no doubt hastened the crisis in’
November. | : ,

The increased value for capital here caused a competi-
tion for - bllls by forelgn lenders, and had the effect of
reducmg market rates,

" We' have a.hea.dy remarked that the mvestment of
foreign money in bills on London is a favourite mvebt-
-ment by bankers abrbad
~ In the followmg week, viz., 10t.h July, the ma.rket rate
was. equa,l to the banlk rate. This was due partly to the
suspensxon of specle p&yments by the National Bank of
‘Uruguay, and it wag thought that specie would be shlpped
to the‘Rlver Pl&te

The ra.te of dlscount ‘was raised to 5 per cent.on the.
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8lst of Julyin consequence of a low reserve in the banking
department, but pnnclpa.]dy due to & crisis in Argentina. :
~ In addition to these facts; we ‘must remember that & _
large number of new underta.kmgs had been floated by’
syndicates, and the public not putchasmg thrzse new.
securities a large lock up of capital had followed. .

The high bank rate attracted gold to this country in-
consequence of foreign houses com(petmg for bills, and on
the 21st August the rate was reduced to 4 per cent.
Scarcely a month had elapsed before the. rate was raised
to b per cent., and ‘although the gold reserve was low, yet
no doubt the bank directors were gmded in their decision
by other events which were not realised until November.

The Stock Exchange settlements showed a large in-
crease which was ‘due largely to. securities being sold to
meet losses. . For example :—

1330. .1359. . mzs.
July 1 settlement 69,050,000 50,762,000 44,825,000
w2 ., 60,070,000 47,525,000 53,009,000
Avg.1 53,116,000 53,654,000 46,660,000
w2 59,403,000 48,673,000 45,068,000

The market rate being the same as the bank rate showed
the scarcity of capital, and the Stock Exchange settlement :
for the first fortnight in October was concluded with great
anxiety. '

This settlement. foreshadowed the collapse in November,
because & great fall in South Aerican 'securities had
taken place The bank directors rea,hseél the posatxon of ‘
affairs, and on Tth November raised tahe rate to. 6 per
'cent '

Money became very searce, and ‘in addition t}ae ‘market.
was full of rumours respecting the # tm__ ' '
houses of world-1 ide wpute.‘ Whei
that the great hou:
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seemed as if & pamc Would oceur. Fortunately for the
credit of this country; the crovernor of the Bank of Eng-
land grasped the situation and endeavoured to maintain
England’s financial position. The leading banks agreed
to, formva, guarantee fund, in order that the acceptances of
Mes_srs Baring, amounting to £15,000,000, should be paid
as they fell due. The Bank of England also strengthened
its position by borrowing £3,000,000 of gold from the Bank
of France and £1,500:000 from the Russian Government.
This had the effect of restoring public confidence, and
what might have been a great crisis in our commercial
history passed away, although the effect of the crisis was
felt for several years. ,

It is satisfactory to observe that all the acceptances
were paid, and the guarantors in 1895 were relieved of
their liability. A company was formed to take over all
the outstanding assets of Messrs. Baring.

The, Bank also lent freely to those who required
accommodation, althoiigh 7 per cent. and 8 per cent. was
charged for such loans. This was shown by the other
securities, which increased £6,079,000. Such high rates
could not but fail to attract capital to this country, and:
when this was effected the rate was reduced in December
to 5 per cent.

The year will always be a remarkable one in the hlstory
of finance, because of the new departure by the Bank of -
England -1t showed that the other banking institutions
are nOW 80 powerful that it is advantageous to have united
actlon in order to avert a crisis. The commerce of this
country is 80 dependent upon credit that it is desirable to
have some protection for bond fide undertakings when an
unsound system of finance creates a panic in the country.

We have endeavoured to show some of the causes which
influence the bank rate, and how all the forces at work in
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the money market are concentrated upon the reserve at
the Bank of England We! have "also observed that
changes in the rate of discount are due to the movements
"of comparatively small amounts of capltaL this being
especially the case in the short loan. ma,rket,, Where
fluctuations occur daily in consequence of the requlre-‘
ments for capital being of a variable nature.

The cause of such changes is of great importance to
the banks of this couhtry, which‘_ not only lend. their
surplus capital in the short loan market, but also regulate
their charges for loans somewhat in accordance with the

“bank rate. '

It would be advantageous if the question of reserves, as
affecting the rate of discount, was fully discussed by the
representatives of the banks, in order to ascertain what
amount of capital should be held to meet any contingency.
If this question was thoroughly understood, we might
have a less number of changes in the rate of discount,
due to the absence or presence of small amounts of gold
at the Bank of England. It might also prevent great
dxscrepancles between the market rate and the bank rate,
and thus tend to make the latter more effective.

Again, if bullion was required, the united action of all
the banks would materially assist towards obtaining the
metal from abroad.
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CHAPTER XIX.
THE PRESENT SYSTEM OF BANKING.

WHEN we consider the old system of banking with that
of the present day we find that a great change has taken
place. In early times the issue of bank notes was con-
sidered the essential part of a banker's business.  Nearly
the whole of his profit was derived from this source.
There is, however, a close connection between the issue of
bank notes and the growth of deposits in the banks of this
country. Any one who had notes in his possession would
in course of time come to the conclusion that it is desir-
able to leave them with the banker for safety", and con-
sequently would become a depositor. The issue of notes
in this country has always preceded deposit banking, We
have already remarked that one of the distinctive features
of modern banking is that trade is now transacted by
means of borrowed capital obtained from the bankers.

It was desirable that there should be a common form
for the Wzthdmwal of money deposited in a bank. The
one adopted by the banks is known by the name of &
“ cheque;” and this, in conjunction-with bills of exchange,
formed the. medium for transacting the modern system of
credit. The c:rculatlon of .cheques has largely mcrea,sed_
in ,conseque;ac,e of the rapid development of trade, and also
has somewhat superseded the use of bank notes.

In 1844 the returns of the Clea.rmg House were equal
to 40 t;mes‘ he note circulation, but in 1872 these returns
were equal $0-135 times the note circulation.
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1844 Propomon 0f notes to clearmg cx.rcula.tmn» 40

1868 .““n B R LI R TR _'= 87
-1869 T ,; oy " o= 90
"’1870 T e T . o TS = 97
1871 ..' . " ' ) ” ‘ BRI =11‘a
1872 ’ » Cw . T - s - =185

- Ttis 1mport&nt to recogmse the gre&t economy of capital

which has been effected by the development of banking.
The use of cheques has to some extent diminished the
metallic circulation, and the systere of transfers between
bankers and the establishment of the Clearing House
have also economised the use of gold and notes.

Mr. Jevons * gives the following account of the Clearing
House system: “To obtain a clear view of the way
in which bankers help us to avoid the use of money,
we must follow up the rise of the system from the
simplest case to the complete development of the complex
organisation pow existing in the United Kingdom ",

The system of one bank would be as follows :—

a b ¢ d e
N\
P ‘

Let P represent the banker and a, b, ¢, d, ¢ his
customers. Payments are made by one custom'er to
the other by simply debiting and crediting. If a. owes b
money a’s account is debited and b’s credited.

The system of two banks would be as follows

c ¢ s
R
P

% Money and the Meckanism of Exchange. ;
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- Let P and Q be two bankers in'a town, @, b, ¢, d being
customers of P, and ¢, 7,8, t customersf-of Q. Now
the mutasl transactions of a, b, ¢, d will as before be
balanced off in the books of P, and similazly with the .
gustomers of Q. But if.a has to make a payment to
¢ the operation becomes more complex. He draws a
cheque upon P and hands it to.g. Not wanting coin
he carries the cheque to hig own banker @ and pays
it into his account. There will ' be other persons in
the town having to make payments in the same manner,
and the probability is very great that some-of these will
_result in giving P éheques on @ and some in giving Q
cheques on P. The two baikers will then balance their
mutual indebtedness by a single transaction.

In a town with several banks the system is still-
more complex. The several banks need only to agree
to appoint as it were a bankers bank to hold a portion
of the cash of each bank, and then the mutual indebted-
ness may be balanced off just as when & bank acts for-
individuals. ‘

‘This is the system of the Clearing House. The bankers’
bank is the Bank of England, but the accountant’s part
of thé work is carried out at the Clearing House. -

EEN
e

e f g L.om o n P
SR 7
: 1/_ \\/’“ ‘
Q

.\\
S/
N

Lef P, ), B, and 8, = four banks, oach with its own
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‘body of customers and X = the Cleanng Honse P need |
‘not now send a clerk to present bundles of cheques upon
@, B, and S, but can pay them into the Clearmg House,
and by a system of b&lances their mutual indebtedness -
can be discharged. The balance is paid by a transfey
‘in the books of the Bank of England. = .
Only one further step is required to complete the system ‘-
~of connections between each bank in the kxngdom and all
other banks. Each country bank ha,s a running account
with some city bank, and all the city banks daily settle
transactions with each other through the Clearing House.
It follows that a payment from any part of the country
to any other part can be accomplished through London.

a b ¢ ¢ f g 1 man 7 s &t u v wlw Y
. / ey / \ : . g
\} / \‘ / NS / . \\, / \ ' /
¢ P Q R U v w
} ,/’ RN o
e GHL - ‘

CLEARING HOUSE. -

Let P, @, B be country banks, having the London
agent X, and. U, V, W, other country banks, ha,vmg_.
_the London agent Y. If a, a customer of P, wishes to
pay 7, a customer of U, he tra.nsm:ts by post a cheque
upon his banker P. The receiver :r pays it into his
account with U, who, hamng nodirect communication Wlth
- P, forwaxds it to ¥, who presents it through the Clezmng
~ House -on X, who debxt.s it to P and iorwa.r s it by the
-nexp post‘ : SRR SR
" This sysbem of country clearma ‘was 1 tltﬁteﬂ.'ff'ih
1859, chiefly through the exertions of 8ir Jobn Lubbock.
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In consequenoe ‘of the new system about £5, 000,000.
of gold currency was not requlred for the purpose of
circulation. ‘

The Clearing House was first sta.rted about the year 1775
Whenaa few ‘of the city bankers hired a room where the
cjerks_ from ‘each bank could meet to exchange 'their bills
and notes, ’é,nd the differences were then settled by money.

The joint-stock banks were not admitted until the
year 1854, but all the metropolitan banks in London are
not, however, represented at the Clearing House. The
Bank of England does not pay its own cheques through
the medium of the Clearing House, although it presents all
cheques on clearing bankers. The west-end ' bankers and
the various branch banks of the metropolis use the
Clearing House indirectly by giving cheques drawn on a
clearing banker. ‘

There are three daily clea,rmcrs viz.: 1st, at 1030 a.m.
for bills; 9nd, at 12 noon for country cheques and 3rd,
at 2'30 .4 for bills and cheques. :

In the year 1839 the average daily tra.usa.ctlonq
amounted to £3,000,000. The balances were then settled
by the use of £200,000 in bank notes and coin, to the
"amount of £20. The use of notes and gold is now entirely
abolished, and the daily balances are settled by transfers
-on the Bank of Engla,nd-each ba.uker l\eeplug an account
mth that institution.

The following table shows the increase in the trans-
actions at the Clearing Housge :—

1868 8,425.000,000
1870 ==8,914,000,000
1875=5,685,000,000
1880 =5,794,000,000
1885 =5,511,000,000

1890.27,801,000,000
11894 =15,387,000,000
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The réturns for the 4th of the month shpw t0 .some
extent the bill transactlons of the country — .

: 8
g 1868:155,068,000
1870=176,187,000
1875 = 245,810,000
1880 = 236,809,000
1885 = 221,878,000
1890=289,107,000
1894 = 261,501,000
In Edinburgh and Dublin the representatives of each
bank meet for the purpose of exchanging their notes, upon
the same principle as the London Clearing House.
~ There are provineial clearing houses established at
Birmingham, Leicester, Liverpool, Manchester and New-
-castle-on- Tyne.‘ The amount cleared at such places in

1895 was £374,856,000.
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CHAPTER XX
BILLS OF EXCHANGE.

TaE history ‘of the' growth of English industry and
commerce reveals to us a series of.causes which have
matenally contributed in constructing a highly complex
machine, which we designate as the product of industry.
Cap1ta.1 (or, in other words, wealth) did not exist in very
early times, because then the land was cultivated simply
for the purpose of supplying mutual wants. In those
days the community satisfied their requirements by means
of a system of barter or exchange. However, it was.soon
discovered that a system of barter had manyinconveniences.
The articles to be exchanged did not always satisfy mutual
wants, and-there also existed the difficulty of defining the
ratios or value of each commodity. A medium of exchange
was therefore necessary which would be accepted as pay-
ment for goods bought Qr sold besides acting as & standard
of value. .

* The precious metals, in consequence of their scarcity
and other qualities, became at an early period the medium
of exchange and & ‘standard of value. Now as people
becarpe possessed of wealth they accumulated the precious
‘metals, because by their means various needs could be
sa,tlsﬁed ;

A system of hoarding became ‘common. Gold and
silver . coins were deposwed in strong chests, and repre-
sented the. ca.plta.l of many individuals i in this country.

There wag scarcely any outlet for the surplus capital of
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the country even in ‘the reign of Charles I., and the
Church at an earlier pemod prevented cap1tal from being
utilised by declsmno it sinful to lend money at vsury.

The business of money lending was in the hands of the
J ews, who; however, derived thezr authority for se doing
from the ruling sovereign. Whenever the early kmgs of
this country required money they resorted to the Jews for
assistance. .

It was not until the people accumulated wealth that
a system of credit was established. We have therefore
first a possession of capital which found its way in course
of time into the storehouse of capital or banks, and then
followed a development of capital effected by means of
credit documents or bills of exchange. Perhaps, there-
fore, the most important factors connected with the study
of capital are banks and bills of exchange. We have
already seen .how the former have contributed towards
promoting the material prosperity of this country.

It seems to us somewhat strange that the early bankers,
or, as they were then called, goldsmiths, had no dea]ings
in bills of exchange, those instruments of credit being
utilised by the Jews for the purposes of money lending.
However, in course of time banking and bills of exchange
became indissolubly united. .

We - can scarcely comprehend how the early bankers
transacted business without the medium of bills of ex-
change, when we consider what is effect@d in the present
day by means of these credit’ documents It is worthy of
notice that as the method of banking underwentv a cHange,
so also the use of bills of exchange became somewhat
different in character.
~ For example, the earlier bankers were’ goI&émiths; who.
-received money for safe custody, and gave.in exchange-
notes which remained in circulation, and thus through the
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medium of such notes the goldsmiths became possessed of
capital which they lent at interest. « '

Tt is also worthy of notice that this system of note issue
laid the foundation of the modern system of cash deposits.
We cgin easily.see how this occurred. The note holder in
course of time would discover that it was advantageous
to deposit the notes which he did not immediately require
with thea,ba,nker, not, only for the sake of safety, but also
for the purpose of receiving interest on his surplus capital.

The goldsmiths became, in the modern sense of the
word, bankers, when they could issue notes which would
remain in circulation. *

- In like manner, bills have undergone a change in char-
acter. The earlier forms were drawn to facilitate the
transmission of money from one country to another, but
in course of time they were used for other purposes, such
as methods of payment for goods bought or sold, for
great financial operations, and also for settling interna-
tional indebtedness. We shall show that the modern
trade of this country has been greatly developed by means
of credit documents, and, as a natural sequence to this,
we have a corresponding increase in the business of
banking. ' ‘

11
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- CHAPTER XXIL
EARLY HISTORY OF BILLS.

THE early history of bills is of great interest, because
we learn that from a remote period a need was felt for
something which should take the place of metallic money
for the purposes of transmission. Gold and silver coins
could only be sent from one place to another at great risk.
The Romans recognised the use of bills, and made it legal
to sell a debt due from one person to another. If a debt
could be sold it was desirable to have some means of
transferring it. A written document was therefore
necessary in ord'er\ to transfer debts due, and these
documents known as bills of exchange were in reality
debts owing from one person to another.

Cicero says: “Sed quaero quod opus illt erit Atlrems

permutarine possit an wpsi ferendum est”. We have
therefore ‘evidence showing that the Romans understcod
the utility of bills and transferred debts by means of them.
Bills were used by the Italian and Jewish merchants, and
in the fourteenth century were largely in circulation. Thus
in order to trace the early history of bills and of banking
institutions, we ,mﬂst go to the shores of th‘e Mediter—
ranean.

The utility of banking and bxlls of exchange was
recogmsed by the Italians long before the . system of
credit was recognised in this country The’ merchants
of Genoa, Florence, Vemce and other Ttalian towns sent
“their ships to the East Wxth goods and recelved in exchange
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'gold a.nd sulver coms. The merchants then deposited
_their surplus wealth in the “ mounts.” or public treasuries,
and received in exchange documents statmg the amount
deposn;ed ' .

. With the increased trade of the country it was necessary
to have credit documents in order to facilitate the payment
for goods between the various towns which traded with
one another. ‘When, therefore, bills of exchange became
to be used for this purpose, they were the means of
extending the operations of banking.

In these Italian towns banking was of two descriptions,
viz., one for money changing, acceptance of deposits, and
transfer of accounts ; the other was of a private character,
viz., the lending of money and the discounting of bills.
In the former case the municipalities undertook  the
business of banking, and in the latter the Jews -or
Lombards were the money lenders.

The use of bills was, therefore, principally in the hands
of the Jews, who also found these documents very advau-
tageous when they wished to transfer their capital from
one place to another. This was needful, because they
were continually expelled from various countries. Another
‘circumstance must not be forgotten which materially
increased the circulation of bills, and that was in-con-
sequence of the great power of the Roman Church. Each
.country had to contribute. tithes to the pope, and these
‘remittances were made either in specie or bills of
exchange. '

The growth and development of credit documents
was aléo due to a race called the Lombards, who gave
the name to a street in'London which we might say has
become: the centre of the hnanclal world. These Lom-
‘bards swere Italian merchants, and were descended from
the Longobards, who settled in Italy after the fall of the
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Roman empire. They were merchants representmg the
“our republics of Genoa, Lucca, Florence and Venice. -

Edward III in travelling through France, made use of
one of the Libmbard banks when in want of money, and
received from the Bank of the Bardi 5000 mks., for* which
he gave an acknowledgment for 7000 mks. .

In course of time these Italian merchants established
themselves in London, but at first they did not discount
bills, that business being in the hands of the Jews. How-
ever, when the Jews were expelled from London, the
Lombards became money lenders. It must also be
remembered that public opinion had somewhat changed
with reference to lending money at usury, because it was
no longer considered immoral to receive interest for loans
of capital.

The Record Office gives us an mt:erest:lnor example of
an early bill. It was a bill drawn 26th September, 1442,
by Francesco Venier & Bros., sons of the late Santo, at
usance on Obertino dé Bardi & Co. in London, and
payable to themselves; value received in Venice from
Cosmos de Medici & Co., and to be placed to the account
of Marino Velliero at the exchange of 44} per cent. per
ducat, and the protest is s1gned by the notary public,
Nicolar Acon, by imperial authority, on the 31st December,
1442, Anglican style, secundum cursum et computatwnem
Ecclesm Anglicance. ‘

The above bill- illustrates that many of these credit
documents were passmg between Enaland aud Ita,ly‘ at
that period. - ‘ :
~ Bills are said to Thave been ﬁrst used in England in the
year 1307, and were recogmse(l as & legal method of
‘sending money from England to forexgn countnes (Aet
4, Richard IL.). : e

- The ea:rly lnstmy of bills therefore shows that they were



 EARLY HISTORY OF BILLS. 165

principally used for the purpose of the transmission of
money, but they were also utilised for the payment of
wages and for the payment of debts due from one person
to another. Tt must be remembered that there were few
banks jn existence during the seventeenth and eighteenth
centuries, and therefore banking facilities were compara-
tively unknown. The private bankers issued notes, but
the amount in cucu]atlon was small in propnrtlon to the
population. A want was experienced of some circulating
medium, and we therefore find bills used as bank notes,
as well as for the payment of wages.

A practice was established by which the wages of
servants were paid by means of -promissory notes. It
seems, however, that the system led to abuses, because
bills were issued for such small amounts as 64 and 1s,
and when they were unpaid the loss fell upon poor peopie
who could ill afford to lose. This system was happily
confined to Yorkshire, but an Act passed in 1775 pro-

hibited the circulation of promissory notes of less than
20s.
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CHAPTER XXIIL
MODERN HISTORY OF BILLS,

ALL the great changes connected with banking and credit
documents have occurred during the present century. It
has witnessed the formation of joint-stock banks and other
kindred financial institutions, in addition to a great de-
velopment of the modern system of trade based upon
credit.

At the beginning of the century we find bills of exchange
largely used in order to carry on the business of the
country. K These credit documents were more of the
character of bank rotes.
 Mr. H. Thornton gives a very clear account of the great
uses of bills of exchange. He says: “These documents
obviate the necessity of sending gold from one place to
another. Tet us suppose there are in London 10 manu-
facturers, who sell their articles to 10 shopkeepers in
York, by whom the said articles are retailed ; and that in
Yc»rk there are 10 manufacturers, who sell theu‘ goods to
10 shopkeepers in London. This tra.de can be manaded
by transfers. : .

“ Letters ordering the transfer of the debt are termed
bills of exchange. They are bills by which the debt of
one person is exchanged for the debt of another, and the
debt, perhaps, which is due in one place for. the: ‘debt due
in another. These bills can be converted into money or-
they are discountable. Bills are &lso accepted as pa.yment
although’ having- some time to run. . To possess some



'MODERN HISTORY OF BILLS. 167

article which so long as it is detained shall produce a
regular interest, which shall be subject to no fluctuation
in price, which by the custom of commerce shall pass in
certain cases as a payment and shall likewise be convertible
into Eeady money by the sacrifice of a small discount, is
%he true policy of the merchant. Liverpool and Man-
chester effect their business by bills at one or two months
drawn on London. The bills annually drawn by the
banks of these towns amount to many millions. The
banks obtain a small commission on the transaction. Bills
are drawn on London from every quarter of the kingdom,
and remittances are sent to meet them. While London
draws no bills, or next to none, upon the country, London
has become the trading metropolis of Kurope, and indeed
of the whole world.” :

We have also an interesting account showing the
development of private banking in the country, and the
manner by which bills of exchange came into the hands
of these bankers. A hundred years ago travelling in this
country was attended with many diftficulties ; consequently,
the transmission of money was somewhat risky. The
people, therefore, found it advantageous to leave their
surplus capital with the shopkeeper on market days, rather
than run the risk of carrying it home. The country shop-
‘keepers occupied an important position in the towns.
They drew bills on Liondon and also sent remittances to
the metropolis. They would occasionally give gold to their
customers, taking in return bills on the metropolis, which
were then remitted with other bills to London corre-
spondents.  People who required cash for their credit
‘documents obtained it from the shopkeeper, who charged
something for the transaction. The shopkeeper then
Vprihted “ Bank " over his door, and engraved these words
‘on the cheques upon which he drew his bills. Money was
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also taken on deposit at mterest and ut1hsed in discounting
bills. ' '

In the early part of this century, bills were largely used
in Yorkshire for the payment of debts among the small
manufacturers and among the dealers in wool, c&ttle and
corn ; and were in amounts of £10 to £30, and were pro-
verbial for their dirty appearance and the number of
endorsements. The most important point in connection
with them was that they were very rarely unpaid.

Mr. Leatham in 1841 stated that “bills perform every
function that can be assigned to the notes of the Bank of
Fngland, with a quality to make remittances by post which
the notes cannot possess: and the only specific difference
between them is that a limited time is attached to one
and not to the other. But when at maturity bills are
converted into gold with as much legal certainty as
bank notes ; when the origin of bills is bond fide and
legitimate, I place them with the security of the drawer,
acceptor, and perhaps twenty indorsements on the back,
in the first class of our currency, before notes, and next to
gold. I know of no purpose of money except wages to
which bills are not applicable, in the provinces throughout
this kingdom, though not seen in London in making pay-
ments. It is in the recollection of many persons that all
the woollen business of the West Riding was conducted
by bills of exchange at two months’ date, as low as £5,
drawn without stamps, with gold for wages, without the
intervention of bank notes, previous to the last war.”

‘We have, therefore, evidence showing that the country
bankers in the early part of the present century transacted
their business by means of bills of exchange, and also con-
sxdered tha,t the said mstmments performed the functlons
of a currency. : : :

Various Committees of the House of Commons, in dm»-_
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cussing the posmon of the Bank of ]Lngland and the state
of the currency, referred to bills as an important factor
with regard.to these questions. - Thus in 1810 and in 1819
some interesting facts relating to bills were published, and
again in 1832 Mr. Burgess stated that a contraction in the
quaptity of bank notes in circulation produced directly a
much greater relative contraction in the volume of the bill
currency. .Again, in 1840 Lord Overstone stated: 1
consider the money of the country to be the foundation,
and bills of exchange to be the superstructure raised upon
it. T conceive that bills of exchange are an important
form of banking operations., Bills of exchange, being an
important form of credit, will feel the effect of that
contraction in a very powéi."ful degree.”

The evidence given tends to show that bills were re-
garded as playing an important part as a circulating
medium. Not many years had elapsed in the present
century when it witnessed a great development in the use
of credit documents. This became necessary in conse-
quence of a great growth in KEnglish commerce, and
assumed the form of a development of credit. Now credit
has effected a complete revolution in trade. Tt has been
the means of economising our metallic circulation and
also assisting to transfer the capital of the country from
hand to hand. Great facilities were required in order to
cohduct the modern trade based upon credit, and this was
effected by the formation of joint-stock banks. The
surplus capital of the country found its way into these
new institutions, and was transferred from districts where
it was not required to other places where it could be
utilised at a profit. The formation of joint-stock banlks
therefore increased the bill circulation of the country.

Accordmg to a statement in 1881 by Mr. Powuell, the
followmg were the proportions of cheques, bills, etc. :— -
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LONDON CLEARING BANKS.

Cheques through the Clearing House . «+  71-818 per cent.
Cheques and bills not cleared . . . 25248 ,, .
Bank of England notes . . . . 2:349 ,
Coin . . e 956  ,,
Country bank notes . . . . . “18¢
100000 '

At the Army and Navy Stores the proportions for 1880
and 1881 were as follows :—

. ‘ 1880. 1881
Cheques. . . . . . . 63-67  ‘G7 per cent.
Notes . . . . . . . 186 137
Coin . N . . . . 178 93

excluding postal orders and notes.

The foreign trade of the country has greatly developed
during the present century, partly due to an increase of
capital and also in consequence of the adoption of free
trade principles by this country. Goods purchased abroad
were paid for by means of bills drawn payable in London.

The new system of credit shows us that we have banks
and ptiper documents, viz.,, cheques and bills of exchange
utilised for the purpose of tmnsferrmn capital from one
person to another.

So great has been the use of credit documents in recent
years, that it was stated by Sir J. Lubbock that 97
articles out of 100 paid into the bank consisted of cheques
and bills. The credit documents which conecern us, viz.,
bills of exchange, denote that property is bought and paid
for either by the transfer of a debt or a promise to pay
later, based upon goods bought or sold. The ability of
the banker to lend in reality depends upon the state of
trade, and consequently upon these credit documents.
For example, bills represent a variety of transactions in
every dep&rtment of trade, and according to the produc—'
tiveness of these trades the banker has elther more or
less to lend. By reference to these credit documents we
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can a.scertmn whether certain industries are prosperous or
depressed. For exa,mple, if a trade is thriving we should
expect to find in the banker’s bill case a large number of
bills representmg trade transactions in that particular
industry; but if on the other hand there is a depression,
a lgss number of bills would be in circulation.

It is sometimes difficult to ascertain what are the
purposes of the vast number of bills which pass through
the banker’s hands. Do they always represent legitimate
trade transactions, or are they the result of speculation ?
On several occasions in the history of banking, bills have
been drawn against fictitious values.

Merchants atcept bills drawn upon them for goods
purchased, and incur labilities on the supposition of
being able to discount the bills received for goods sold at
their bankers. If they are unableto do this, we can see
how quickly trade becomes demoralised and the industrial
machine thrown out of gear.

Our modern trade, conducted through the medium of
banks and bills of exchange, reveals to us the fact that
credit is very sensitive. For example, credit may, be
transferred into bad hands, that is, into those who do not
understand how to use it to advantage. Again, it enables
an unsound business to be carried on and fresh liabilities
incurred, which without the medium of credit documents
‘would cease to exist. We therefore lose in security what
we gain in economy by the modern development of credit.

" By the system -of bills we might say that the whole
body of traders become as it were. associated with the
banking community. The ability of the banker to lend
is la.rgely dependent upon bills being paid at ma.tumty
‘Banks and the great instruments of credit, viz., cheques
and the bllls of excha,nge, transfer the ownership of wealth
from One Person to another. We might say that bills of
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exeha,nge and banks are two machines for performmg the
same kind of work. : :

London has become not only the great ﬁnancla,l centre
of this country, but also of the whole world. The surplus.
capital in the country finds its way to London, and from‘
thence is transferred to places where it can be utilised. ~ All
th‘e great transactions of the inland trade are, we might
say, concentrated in Liombard Street. The country banks
send their surplus capital to the metropolis to be utilised
in discounting trade bills. If these banks require additional
‘capital to meet their requirements it is obtained by means
of rediscounting these credit documents. London has
also become the financial centre of the world. The number
of bills drawn upon Liondon surpasses any number drawn
upon other countries. ‘

- The great metropolis therefore assumes the character
of an international Clearing House. Qur modern system
of capital has laid the foundation of a new business, viz.,
that of bill brokers.

In the early part of the century, Liondon had become
the centre for all banking transactions. In 1810 Mr.
Richardson, who afterwards becamne & partner in the
celebrated firm of Messrs. Overend, Gurney & Co., stated
that the nature of an agency of a country bank was (1) to
procure money for country bankers on’bills when they
have occasion.to borrow on discount, and (2) to lend the
money of the country banks on bills on discount. This
systemn really meant the discount and rediscount of bllls
of exchange. S

At first merchants a.cted as agents for the country
ba.nkers, ‘but in course of time the blll transactions be-

eame 86 laxge that the busmess assumed a dlstmct form,
‘and those who carried it on ware known as’ b.\ll brokers
At the same time there was a laa:ge mcrea.se ‘in the
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number of coun‘try banks which came into existence,
partly in consequence of the London bankers, who were
willing to ‘act as agents at a less commission than
originally paid to the merchants.

Fverymew bank which started in the country was the
me#ns of increasing the circulation of bills. The part
played by the country banks was thevefore an important
one towards developigg the bill transactions of the
country. The country banker had, we ight say, the
majority of the bills in his neighbourhood passing under
his notice. He was thus able to discriminate between
good and bad paper, or legitimmate trade transactions as
distingunished from accommodation bills. The good paper
was discounted by him, and possibly rediscounted in the
London market. In this manner large transactions
between London and the country were conducted, and
business was stimulated by the action of the country
bankers. '

The late Mr. Newmarch in 1850 gave an interesting
account of the Liondon bill brokers who remitted bills to
the country for the purpose of circulation :—

“B., a banker at Lincoln, has a sarplus of £50,000.
He is also in the habit of requiring bills of exchange of
certain usances and of certain amounts to meet the appli-
cations of some of his customers who employ them in
the course of their trade. B. might bave bills in his own
case, but would not reissue, because (1) it would indicate
that he was poor, and (2) it would disgust his customers
by revealing their transactions to rivals. The London bill
broker therefore sends bills plus the amount of discount
due’ by . hzm on the transaction. These bills had been
created inm totally different parts of the country, some
bemg foreign bl_H_S This transaction between London
and Lincoln accomplishes four things. The -Lincoln
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bank obtains (1) employment for money, (2) & good
security ; (3) the bill broker receives £50,000 by which he
can discount a further amount ; (4) a bill curreficy is mtro-
duced into Lincoln perfectly adapted to its wants.

“ There are three principal modes in which payments
of debts are accomplished: (1) The buyer may have no
difficulty in placing his account upon the footing of a book
debt where he is debited for what he purchases and.
credited when he pays; (2) buyer may pay his debts by
remitting approved bills; and (3) buyer may undertake to
accept bills drawn upon him by the seller. By the first
and second modes the circulation of bills is promoted, and
by the third mode the creation of bills takes place. The
bills obtained from London may accomplish seven distinct
transfers : (1) Discharges conditionally the claim of dl_*&_Wer
or acceptor; (2) discharges claim of payee on drawer; (3)
bill broker on payee, supposing the payee to discount the
bill; (4) Lincoln banker upon bill broker; (5) farmer upon
Lincoln banker; (6) dealer in goods or cattle on Lincoln
customer ; (7) when sent for payment by dealer’s banker to
London correspondent.” '

Mr. Newmarch concludes his remarks by stating that
“this skilful redistribution of the bill currency of the
country is one of the greatest achievements of our banking
svstem ”

- This system has now become extinct in consequence of
the altered conditions of trade. Bills are now sent to
the country banks solely .as mvestments, and not: for
CUITENCy purposes. _

The amount of bills under dmcount by the banks of the:
country for the year 1849 was estlmated a8 follows
iz, 1 —
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_ ‘ ‘ £
Scotland . . . = . 15,000,000
Lancashire . . . .. . 12,000,000
Efigland . . . . . 60,000,000
87,000,000
Foreign . . . . .. 13,000,000
. : 100,000,000
Not discounted . . . . 16,000,000
116,000,000

We can quite understand that as the business increased
in London in consequence of more bills being sent from
the country, it was necessary that the merchants who
transacted such business should devote their whole time
to the study of these documents, and therefore the business
of a bill broker became quite distinct. The vast number
of bills which found their way into the Liondon market
were exceedingly difficult to understand, because they
represented an infinite number of trade transactions. In
order to estimate the relative credit of each individual
whose name appeared on bills either as drawer, acceptor,
or indorser, the. modernn bill broker devoted himself
entirely to the study of these documents, which were
classified as being either first or second rate. If of the
former description it would be assumed for a certainty that
at maturity they would be paid, but if of the latter class
it might be otherwise.

‘This change in the system of business has affected the
bankers, because, instead of relying upon the bills held by
them, they depend to a great extent upon the broker.
The modern bill broker also receives money on deposit,
which is utilised in discounting bills. However, the
posmon of ‘the bill brokers is one of great delicacy,
because they are dependent upon the bankers for a great
portion of their funds. If at times the bankers have no
surplus capital to lend, the bill brokers make application
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to the Bank of hng]and for loans in order to meet the1r
freqmrements Therefore the Bank of England is called
upon at certain times to meet lfwge demands upon its
reserves.

The I.ondon bankers keép a large portion «pf their
capital with the Bank of England, which has had the effect
of making the Bank Of England the final reserve for the
country.

It is a part of the system of the Bank that any one
respectably introduced can have a discount account at
that institution. It seems an anomaly that the London
bankers and the Bank of England should supply the bill
brokers with funds in order to compete against then.
We have seen that when the bill brokers are unable to.
obtain sufticient funds from the London bankers, they
make applications to the Bank in order to meet their
daily requirements. : '

Thus the Bank is called upon to meet a large number
of applications for loans, which at times amount to a
considerable sam. During the commercial crisis of 1857
the Bank lent to bill brokers more than nine millions,
although their advanges to the bankers amounted to only
£8,010,000, and not unna,tura,l]y the Bank thought it un-
reasonable that so large an inroad upon J 1its resources
should be made by their rivals. C

Another important point to be remembered is. that
‘some of the bill brokers carry on their business with a
comparatively small caplta.l in propcutlon to their great
liabilities.

- The bankers of the present day, by lendmg theu‘ surplus
capital to the brokers, have been the cause of the latter
“class obtmnmg ‘nearly the whole of the best merca,ntlle
bills; whilst the former now discount tr&de bills of
‘smaller amounts, such as those drawn by the wholesale
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houses upon the retail dealers in the country. The Bank
of England has shared the fate of the other bankers in
not being always able to obtain discount business. It
may happen that the bank rate is say 2 per cent. when
bills are being discounted in the market at ¥ per cent.
This egp_lains to us the reason why at times the bank rate
is ineffectual to attract gold from.abroad. The London
banks have lost in some degree what was considered one
of the best investments for surplus funds in consequence
of the present system of large loans to the brokers.

~ Another point for consideration is whether themoneylent
on demand to bill brokers can in reality be considered as a
reserve. If a crisis in the money market should occur, and
all the banks call in their loans, it would be impossible
for the brokers to meet the demands without assistancefrom
the Bank of England, and at such a period that institution .
might not be in a position to meet all outside applications.

The Bank of England is supposed to find capital at

times when the outside market has exhausted its credit.
That great institution being the final reserve for the
country, makes it a very important factor in the money
market, and its weekly accounts are closely studied.
 The Bank’s position in the discount market is at the
present time somewhat different from what it was some
years ago.. The large increase'in the number of joint-
stock banks holding vast deposits which must be lent, has
contributed towards the change. Thus in 1851 the Bank
discounted £1 out of every £20 inland bills created, whilst
in 1875 there were at lea,sf £30 of inland bills created for
‘every pound of the same discounted by the Bank, and
during the last twenty years the bill transactions are still
relatively smaller. Competition is continually taking
‘place between the Bank and the outside market. or in
“other Wwords the bill brorkers.i .
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CHAPTER XXIIL
BILLS AND COMMERCIAL CRISES.

WEe have seen that the formation of banks and a great
development in the use of bills of exchange acted as a
stimulus towards increasing the trade of the country.
On the other hand they have been utilised during periods
of speculative activity for the purpose of promoting new
undertakings, and have thus contributed at various epochs
in the history of British commerce towards producing a
;commerclal crigis.’

We know that the trade of this country is attended
with considerable risk. Goods are purchased and" paid
for by means of bills dvawn at various dates. During
the interval between the time when the bill is drawn
and the day of payment, a series of events may pos-
sibly happen. For example, a great fall might have
‘occurred in the value of the commodities against which
- the bills were drawn, or there might be a change in the .
.state of commercial confidence or credit. Tr@ders ineur
great liabilities and carry on their busmess upon the
~understanding of being able to discount bills at all times,
without reference to other influences: thch ‘may possibly
. disturb the money market. ~If, therefore, one of the links -
‘in"our modern system of credit becomes brokon, the resu]t
- is sometimes disastrous.
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- Again, the division of labour has had the effect of
making the various industries of the country dependent
upon one another. If one industry becomes depressed,
other industries are soon affected by the same depression.
- Tyade bills represent risks both in time and space: in
time when a merchant purchases goods to sell at a higher
price at some future date, and in space when goods are
purchased to be sgld in a distant market. There are,
however, less risks in the inland than in the foreign trade.
‘Goods manufactured and sold in this country represent
transactions for short periods, whereas in the foreign
trade a longer period elapses between the purchase and
the sale of goods. We know also that markets ﬂuctuate
considerably, even in a month.

In 1869 74 per cent. of inland bills were for amounts
of less than £100, whilst the foreign bills showed only 47
per cent. less thdn £100, the bulk being from £400 to
£4000. '

Trade, therefore, being conducted principally through
the medium of bills, it follows that the number in circu-
lation would be a good index as to the condition of
English industries. The transactions at the Clearing
“House on the 4th of each month; that being the
pnnmpal day on which bills mature, would tell us
‘somewhat whether trade is active or depressed.

The late Mr. B. Price stated* that it is sometimes
difficult to ascertain the forces which lie underneath the
vast number.of bills passing through’the bankers’ hands.
Do they represent legitimate trade transactions or those
of a speculative nature ?

It is, therefore, important that the banks should study
closely the credit documents which come into their
posgession. v '

* Currency and Banking.
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Mr. Hankey states that a banker should know the
difference between a mortgage and an ordinary bill of
exchange. An ordinary bill has such a prov1sxon or
security. It is based on the transfer of capital in some
shape or other in a manner which contemplates that at a
fixed date such capital will have passed into the reqmred'»
hands, and that means will be provided to meet it. The
other kinds of bills, which we may term mortgages, are
based upon money being raised to meet them when they
fall due.
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CHAPTER XXIV.
CLASSIFICATION O;E‘ BILLS.

THE diffei‘ent classes of bills with which banking is so
intimately associated are varied in character.

"' We have noticed that a great proportion of trade trans-
actions are effected through the medium of credit
documents. Goods are purchased and paid for by means
of bills drawn at various dates, either by a transfer of a
debt due from one person to another, or by a promise to
pay at a later date. If a banker looks carefully through
the bills passing through his hands, he soon discovers that
they represent various transactions.

The first division would be inland and foreltrn the
former representing the home trade, and drawn in this
country, the latter representing the foreign trade, and
therefore drawn abroad, but as a rule payable here.

Mr. Newmarch in 1851 classified the inland bills into
‘three divisions, viz.: (1) Bills up to £50 of an average
amount of £23 8s., with an usance of 2.8 months ;
(2) bills up to £300 of an average amount of £142 7s.,
with an usance of 8-5 months; (3) bills above £300, with
an usance of 4 months and an average amount of
£1206 8s. The third class would be bills drawn be-
tween merchants, producers and manufacturers and
wholesale dealers and large consumers of raw material,
or, speakmg generally, between merchants and dealers.
The sécond class would be bills drawn between houses of
less extent of business and wielding a less powerful
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capital, and also between large wholesale houses, and in
‘general terms between dealers and retailers. The first
class would be bills which belong to the retail trade, and
may be described with considerable propriety as drawn
between retailers and consumers.. :
The number of bills drawn on London from forelgn.»
countries is very large, and they are the means of dis-
charging international indebtedness. Again, Liondon has
become the financial centre of the world, and therefore
debts are discharged by means of bills drawn on Liondon.
The foreign bills are for large amounts and are
principally in the hands of the bill brokers. These bills to
a great extent represent the proceeds of foreign loans, and
also payments for interest on money raised in this country.
The enormous transactions in foreign bills are an additional
element in banking business which may exercise a very
great influence at any time. '
When we consider the magnitude of these financial
operations eﬂected._by means of credit documents which
find their way into the banks, we are astounded at the
wonderfal system of finance by which all payments are
punctually met. |
There has been a large increase in the amount of bllls
in circulation during the present century. Various.
estimates have been given ; the first was by Mr. Leatham,
and afterwards by Mr. Newmarch and others :—

. £ |
1882= 89,000,000 ‘
1889= 132,000,000 eane

1843-6= 116,000,000 ~ (Mr. Newmarch)
1856= 180,000,000 ' Do. :

1870-1= 800,000,000 to 850,000,000 ~ (Mr. Palgrave) -
1881=1,373,425,920 - {Mr. B. W. Barnett)

There would be some difficulty in estlm&hng the a.mount'_;
now . in circulation, becanse the Government returns’



CLASSIFICATION OF BILLS. - 188

include stamps for bills, postage and other purposes. It
is to be regretted that some of the banks do not separate
in their bélance sheets the amount of bills held in propor-
tlon to other advences.

Mr. John Dun estimated some years ago the amount of
brlls held by the banks from the returns of those which
separated bills from other advances, as follows :—

Scotch banks: .. 69 per cent. of bills to 40 per cent. of advances.
Irishbanks . . . 69 ” 40 » ”
Purely London . . 8 w o+ T0 » »
London and Provincial 50 » » 50 . »
Purely Provincial . 50 ” » 50 ”» ”

According to a recent statement in the Economist, there
has been a great decrease in the amount of bills in com-
parison with advances.

BANKS OF UNITED KINGDOM.

1895, 1894,

3 .
Discounts . . . .o, 42,632,000 37,003,000
Advances . . . O 116,745,000 109,422,000

‘The foilowing estimate of bills discounted by the banks
was given by Mr. Dun :—

© Bills discounted .- *. . . . . . 274,300,000 .
Less bills rediscounted . . P . . 30,000,000
) 244,300,000
Bills held by foreign and Colenial banks, and un-
discounted, in private hands . . . 80,000,000
824,300,000

Bills held co]la.tem]ly agamst a.dva.nces and ac- .
ceptances . . . . . . . 20,000,000

Amount of bills in circulation = 344,300,000

In a. recent a,daress by a vice-president of the Institute
of Bankers (Mr. Blrch) it was stated that, from published
reports, the bills discounted by the banks are now less
than they were nine years ago. He says: “From the
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published reports it would a.ppem tha.t certain’ banks
(excludmg the Bank of England), with 100 millions more
of deposits, paid-up capital and reserves than ‘they had
nine years ago, have increased their discounts by only
£8,000,000, and that the proportion of discounts fto the
total assets which in 1880 was 26 per cent. has now
fallen to 211 per cent. The amount of bills taken off
the London market by discount daily was estimated by
Mr. Palgrave to be £3,000,000.

The number of bills p&ssmg through the banks is
8o great that it has been found necessary in all the large
bapking institutions to have a separate department,
where all matters appertaining to such credit documents
are effected. .

In a London bank, the bill transactions would represent
a mediurh by which the trade of this country is carried
on. Bills discounted are perhaps the most important
of credit documents held as security for money lent.
These documents would be clésely examined in order
to ascertain whether they have been properly executed,
The banker would also make inquiries as to the standing
and position of the various parties, and keep a record
of the information so obtained.

Another class of bills are those left for tollection and
designated “ short,” because of their havmg only a few
days to run.

‘Again, bills sent up for collectlon by the country banks
would form another division, and are presented for
acceptanoce if requisite.

Then we have bills drawn by the country ‘bank on
its Liondon agent and which require accepta,nce The-
London banker also receives foreign bills for sale mf
the market at the e\:change of the day. . L

Another ' class - would be those drawn a,broa.d by:
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foreign correspondents on their Tondon agents.
These bills are known as acceptances in the market,
and are "of so much .importance in modern banking
that it will be necessary to show how they differ from
ordinary trade bills. Some of the bills drawn abroad by
fareign correspondents are utilised for the purpose of
profiting by the variation in ‘the exchanges upon England.
Again a large number of bills payable in the country
.are also left with the bankers for collection. ‘

~ The London banks are so intimately connected with the
bill brokers that the former have always a large number of
bills left by the latter as security against money lent at
call.

The bill brokers now take bills payable in the country,
if first class, and such bills have to be collected at
maturity. All the various transactions connected with
these documents require time and attention. The banks
ascertain whether they are drawn upon proper stamps,
and whether the acceptances and endorsements are in
order; the due date of each bill is also marked upon it.
It is very important that they should be presented for
payment at maturity, and if not paid it is necessary
either to note or p_rotést for non-payment.

Another cld#ss would be those conditionally accepted,
that is, to be paid on production 'of bills of lading and
shipping documents. We have therefore bills represent-
ing transactions all over the world being negotiated daily
in every bankmg institution. The comparatively small
number unpaid shows us how important these documents
are as security to banks for money lent and also as-a
medium for the payment of debts.
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CHAPTER XXV.
DEVELOPMENT OF BILLS.

IN conclusion. we will briefly «discuss some points of,
interest relative to bills which are of most importance in

connection ‘with the daily transactions of banks in these

credit documents.

In the first place it is necessary to know somethmg
of the law relating to bills of exchange.

‘We have noticed previously that bills were a legal
method by which money could be sent from London
to foreign countries in the reign of Richard II. Subse-
quent to 1770 bills of small amounts circulated as bank
notes. This was in consequence of an absence of banking
facilities in the country. Bills of less than, 20s. were in
circulation and were utilised for the payment of wages.
However, it was found that many of these small bills
were unpaid and the loss fell upon the poorer classes.
An Act was passed in 1775 prohibiting their use.

Mr. Chitty states that bills and promissory notes were
not assessed with stamp duty in England before 1782,
‘when the special exemption of 5 Will. and Ma.ry, cap. 21,
sec. 5, was repealed by the Act 22, George III ~cap. 36
and scales of duty were imposed. : :

‘Subsequent Acts of Parliament mcreased the dutles-
‘payable on the issue of bills. The most important Act
relative to them is that of 1881, which codified the exist-.
mg law relative to credlt documents.

The basis of the law is founded upon o series of judicial
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decisions which were determined by the customs of trade.
Mr. Chalmers states that the great bulk of the law relat-
ing to negotfable instruments is contained in the reported
cases, which are very numerous. The last edition of Byles
on bills ,cites more than 3000 cases. Contrary to the
general rule in the law of England, the benefit of & con-
tract arising on a bill of exchange is assignable and con-
sideration will be presurped unless the contrary appear.

‘We have seen that they were used in England in the
reign of Richard II., but the first recorded decision
regarding them occurred in the reign of James I.

The courts for a long time regarded bhills with jealousy
as an exception to the common law, and restricted their
use to merchants, but at last their obvious utility overcame
the scruples of the judges. A bill of exchange is defined
by the Act of 1881 to be ““an unconditional order in
writing addressed by one person to another, signed by
the person giving it, requiring the person to whom it is
addressed to pay on demand, or at a determinable future
time, a sun certain in money to or to the other of &
specified person, or to bearer ”. Ivery indorsement on a
bill really constitutes the indorser as a new drawer, and
the indorsement admits tbe signature and capacity of
every prior party, so that every indorsement on a bill is to
‘& banker an additional security unless an indorsement is
forged, which would have the effect of cancelling subse-
quent indorsements.

The custom of making bills payable at a bank is com-
paratively modern, and a holde1 could object to receive a
bill 80 accepted

of course it is'a great convenience for traders to make
their bills payable at a bank, but unless,;there is a special
agreement between the banker and his customer it is
‘doubtful if the latter could make any claim against the
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‘former_ in case of refusal to pay bills. A banker is com-
pelied to pay cheques providing he has funds belonging to
his customer, but a hill of exch’énge is outside the relation
of a banker to his customer.

The banks ought to consider whether it is desirable for
them to undertake great risks in the payment of bills. for
their customers, when they are held liable for forged
indprsements. It is impossible to verify indorsements,
and therefore the law relating to bills ought to be assimi-
lated to that of cheques, so that the banker should be
protected in case a bill is paid with a forged indorsement.

The French Code protects bankers if bills are paid
with forged indorsements.

As a protection the banks might decline to pay cash
over the counter for bills made payable at their oftices.

It is not an uncommon procedure in London for
bills to be presented for payment and bank notes obtained
in exchange, in order to wire the fate of such documents.

Another mode of protection might be obtained if the
banks insisted that bills should only be paid with cheques-
attached. Of course safeguards such as these are not
beneficial to the trading community, and therefere if the
law could be assimilated to that of cheques no change
of custom would be requisite.

As bills also form the method of settling international
indebtedness, it would be advantageous if the law with
regard to those instruments was identical throughout the

“world.

In France a bill represents a trade- tmnsactmn, and
therefore it does not circulate.

The bill must state on its face that value is rece:ved in

. goods, value recegved in cash, or value in account. In
this country the law raises a- pmma fam presnmptmn
-that value has been received.
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Beveral interesting discussions relating to bills took
place at a meeting of the Institute of Bankers held 18th
December, }879. At that meeting it was resolved that it
would be desirable to abolish days of grace, now that the
means of, communication are so rapid. This has recently
been" done in the United States. Another point discussed
was, whether conditional acceptances might' not be
abolished. However, the meeting was in favour of their
retention. These conditional acceptances, which are bills
payable on the delivery of bills.of lading and shipping
documents, meet the requirements of the foreign trade of
this country, and are therefore Dbeneficial. The third
discussion at that meeting was, whether it would be
desirable to impose restrictions upon the issue and circula-
tion of accommodation paper. The French and other
Codes state that such credit documents are illegal. .

It was decided, however, that it was not considered
advantageous to interfere with the present law, because
many bills which appear to be a.ccommoda.tlon paper are
in 1ea11ty trade transactions.

It is important for a banker to know the position and
liability of each party to a bill, so that, if necessary, he
may be able to sue the right persons.

‘When an inland bill is unpaid, it is considered advisable
to have the _éame noted, but foreign bills are both noted
and protested. The latter course should always be adopted
for foreign bills, but there is a tendency for 1n1a.nd bills
not to be noted. '

Our modern system of credit has been' the means of
utilising bills in ofder to obtain capital from the banks.
This is effected by means of bills which, as a rule, are
drawn by foreign correspondents, who deposit securities
to covey the advances so obtained, They are known as
acceptances, and are readily discounted by the bill brokers,
and are known in the market as bank acceptances.



190 ‘BANKS AND BANKING.

‘Mzx. Dun hes subdivided a.cceptances into the followmg ‘
cls.sses —

1. Drafts of seven, fourteen, or twenty-ona da.ys drawn_
by country bankers for the purposes of remittance.

2. Acceptances up to ninety days against credits estab-.
lished by banking correspondents in the country. .

8. Acceptances on account of foreign and colonial ba,nks-
having head offices in London. .

4. Acceptances to mercantile firms and companiesabroad.

Mr. Dun believes thaf the third class ought to be kept
within bounds, and that the fourth class ought to be
avoided altogether.

With regard to acceptances, there is always an element
of danger, especially when a feeling of distrust exists in
the mercantile world.

A bank which is perfectly solvent may have accepted a
large number of- bills against which it holds sufficient
cover. When, however, a crisis occurs, the bills which
‘have been accepted by that bank may be refused in the
market, especially’if there are a large number offered for
discount. If this occurred the bank’s credit may be
materially injured, and, as a natural consequence, it may
possibly lead to its failure.

One of the noticeable facts in connection with the
City of Glasgow Bank's failure was that within a week

after its acceptances had been xefused in the market its
suspension occurred. .

Another risk with regard to acceptances is, that ma.ny
changes may occur between the interval of acceptance
and the day of payment.

The chairman of the Liondon &nd Westminster Bank
stated some time ago that “acceptances dm’Wn by mer-
cantile firms abroad is part of the business that ought to
be carried on by a merchant or merchant ba.nker ‘
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It has been represented by those who are in favour of
a,cceptances that if the business is kept within bownds it
is perfectly safe, and those banking institutions which
‘ha.ve transacted such business have made few losses. Of
course, it is important that acceptances should be fully
cd‘vered by means of the deposit of good securities in
case of loss.

Acceptances may be utilised in order to effect Stock
Exchange transactiohs; securities bought on the Stock
Exchange being deposited as cover. This kind of busi-
ness would certainly be discouraged by the banks.

The acceptances of six of the prineipal Liondon banks
show & considerable decrease :— '

' £
1880=9,470,000
1888 =7,153,000

‘The acceptances of seventeen metropolitan banks show
a great reduction during the last five or six years.

The a,xiiount to 31st December, 1894, was as followg e
Purely Metropolitan . . . . £7,334,000
Metropollmn and Country Prancheh . . 7,348,000

At the prescnt time there seems to be a decrease in the
amount of bills in circulation, which is partly due to the
fact that-modern trade is based prihcipally upon cash
transactions ; many firms dealing with wholesale houses
find it advantageous to pay cash for goods purchased
rather than give a three months’ bill. The trader then
gets the ‘benefit of the discount allowed by the wholesale
firm for ready money.

The great increase in the business of co-operative stores,
where all sales are for cash, has also been the means of
lessening the number of bills. Formerly the trade trans-
actlons of the stores were in the hands of shopkeepers
who s0l& goods on the credit system, and therefore were
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‘not a,lways able to pay cash for goods bought Conse-
quently the retail dealer was at times compelled to give
bills to the wholesale manufacturer. It has been stated
that during the busy season at a London co-opera.tlve‘
store the daily receipts amounted to £10,000.

Again, the means of communication are now 80 rapjd .
that it has materially assisted the present system of cash
payments. Instead, therefore, of bills being used we find
country cheques form the mode of payment. Cash can
be obtained for these cheques through the medium of the
Clearing House in the course of a few days.

The Clearing House statistics show a proportionate
decrease in the amount of bills payable on the 4ths of the
month, but a large increase in country cheques :—

CLEARING HOUSE RETURNS 4ru OF THE MONTH.

1875 =245, 800 000
1880 = 236,809,000
1885 = 221,870,000
1890 = 289,107,000
1804 =261,547,000

PROPORTION OF 4rms TO TOTAL AMOUNT OF CLEARING.
1877=46 %
1892=40 % ‘
There has been a large increase in the use of country

cheques. According to the Clearing House 1eturns the
amounts were :— ‘

. £
1884 =443,000,000
1885 =426,000,000
1889 522 000,000 . -

In 1880 Messrs. Glyn Mﬂls, Currie & Co clea.red'
119,950 cheques in one day, of which 2} per' cent. Were

under £1; but in 1887 they cleared .35 090 of Whlc‘n 4 perv
cent. were under £1. : _ I
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‘Whilst, therefore, bills have decreased, there has, been
a large increase in country cheques.

Again, ‘the system of telegraphic transfers lLas con-
tributed towards decreasing the number of bills drawn.

Mr. ,Birch gives an interesting account showing how
threse transfers act as substitutes for bills. * Formerly the
banks and great commercial houses in the East, in the
United States and elsewhere took as they do now the
ordinary trade bills, i.c., drafts against documents of
consignments and such like at six, four, three and two
months at the ordinary usance, and any one requiring first
class clean bills for remittance, either for the purchase
of commodities or to cover credits or other purposes,
would apply to these banking institutions who would give
bills also at usance. Thus there were running two sets
of bills representing one commercial transaction. Now
these banking institutions continue to take these trade
bills as formerly, but instead of drawing at usance they
give telegraphic transfers, which enables a merchant in
Hong Kong, or in New York, or in any other part of the
world, to calenlate exactly the cost of his operation, just
as if he were sitting in London; no question of discount,
of bill stamp or other expense, or whether the bill be a
good one. He can balance his operation just as well at
these distant places as if he were sitting in Lombard
Street.” ‘

Bills are utilised in the present day in the manufactur-
‘ing towns of the North of England for the purpose of
settling trade transactions.

Thus the monthly settlements at Bradford, Hudders-
field and Leeds are effected by means of drafts drawn
‘upon Liondon. '

We have already noticed that the largest proportion of

bllls in clrculatlon is in theshands of the hill brokers
1
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‘This i 1s ‘certainly one of. the features of. our modern system
of finance. The large increase of business on the Stock
Exchange has no doubt somewhat increased thé number
of bills in circulation. There is a less number of inland
bills, but foreign bills are increasing. The foreign bills
‘are utilised for the purpose of withdrawing capital ob-
tained in this country for investment abroad. .
Again, the payments of interest.by foreign countries
are made by means of bills of exchange. These payments

are very large. For example :—
Dividends. Drawings of Bonds.

J £
1888 . . . . 42,497,300 38,669,100
1887 . . . . 43,101,700 3,608,600
Increase . 604,400 60,500

Although bills have increased for certain purposes, yet
on the whole there has been a decrease, and this has
somewhat affected the business of the notaries, who in
former days were fully occupied in noting and protesting
such - documents.

It is certainly a cause for regret that the banks of this
country do not discount so many bills as formerly. These
credit documents are justly considered as one of the best
investments for surplus funds. Mr. Hankey says that
bills of exchange are the only kind of investments upon
which absolute dependence can be placed for a return of
capital at a fixed date.

Good commercial bills of short dates have this advan-
tage over Government stock or exchequer bills,- that &
banker is sure to receive back the same amount of money

which he advanced.
 The high value set upon bills by hankers is shown by
the large amount held by them .as security against
advances to bill brokers.

Again, they can be utilised for- the purpose  of re-
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-discount in cases of emergency or other reasons. Some
‘bankers of the present day prefer keeping their reserves
in bills rather than in Government stocks; for various
‘reasons, therefore, a decline in the bill transactions of the
‘banks ig to be deplored. o

in consequence of a decrease in these documents, the
banks are increasing their loans on the Stock Exchange,
but it is questionable ,whether this is a change for the
better.

From the published reports of certain banks we find
that advances which are largely made up of loans on the
Stock Exchange have increased by 52 millions, and their
proportion to the total assets has risen from 34 per cent.
to 38% per cent.

If all the banks separated thelr bills discounted from
their advances, we should be able to form some idea as to
the changes in the bill transactions of this country.

In the course of this inquiry we have endeavoured to
show how bills were introduced into this country, their
utility as a circulating medium for the purposes of trade,
and how they came to be associated with banking. |

In conclusion we may state that as instruments of
credit they have contributed largely to promote the
‘prosperity of the banking institutions of this country.

" Bills have also assisted materially to promote the
growth of English commerce, and have been the means
of placing English credit at the highest standard in the
civilised world.
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CHAPTER XXVI.
BRANCH BANKING.

ONE of the distinctive features of modern banking is the
establishment of branches throughout the country. This
is shown in the tables prepared by Mr, James Dick for
the paper read before the Bankers’ Institute in April,
1892.

In 1883 there were 3932 offices, but in 1891 they had
increased to 4934, or an average of seventeen offices for
each bank. _

Scotland has still a larger average of offices to the
inhabitants than either England or Ireland.

For example :—

England . . . 1 to 8915 inhabitants.
Scotland . . .1 to 4260 '
Ireland PR . 1 to 9520 ”

For our guidance in considering the merits of branches,
we cannot do better than remember the advice given to
bankers by Mr. Rae in his excellent work, The Country
Banker. He remarks that no bank ought to open a*'_
branch unless possibly for the following reasons, viz. :—

1st. It should-be advantageous for the customers of"
that bank. - ‘

2nd. There should*be a possibility of new business
being obtained. o |

3rd. That the branch may act as a connecting link to,
other branches.

Bra.nches should not be opened for the purpose of
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éompeti_tio_n with other banks, because that is not altogether
desirable. _

It must’ be remembered that wheh a bank is opened
there is a tendency for the new institution to get all the
bad or doubttul accounts.
~ =Possibly the greatest use of branches is that they find
an outlet for surplus capital. Thus if money cannot be
employed to advantage at one branch, yet there might exist
a demand for capital at another, and consequently none of
the resources of the bank remainunemployed. Ifthe surplus
funds of a bank can always be utilised at a profit, it follows
that a higher rate of interest can be given for deposits.

Mr. Gilbart, in his treatise on banking, says that for small
towns a branch of a large bank is more advantageous
than an independent joint-stock bank, because a branch
can be worked at less cost.

There is no doubt that the establishment of branches
by the existing banks of this country has been the means
of preventing new institutions from starting. This would
mean competition, which possibly might be advantageous
to the community but detrimental to the existing banks.

In Scotland the branch system has been so extended
that it would be almost impossible for a new bank to be
'formed The Scotch banks have also the privilege of
issuing notes, which ennbles them to provide till money
at a trifling expense.

Competition between banks is not desirable, because
greater risks and responsibilities are undertaken in order
_\to secure profits. .

Of course it is desirable that ba,nkmg facilities should
be provided at a small cost, but these facilities ought not
t0 be at the expense of stability. If a branch is opened
at a co.mpamtwely small cost, it enables the small trader
‘and shopkeeper to keep banking accounts.
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' ‘The;’vast' increase in the country clearing in London
shows that the branch system has been the means of
inducing a fresh class of people to open banking accounts.

Mr. Barnett in 1881 estimated the country clearin‘g at
£350,000,000 per annum, and since that time there has
been an enormous increase in the amount passed through
the Clearing House. This shows that the branches have:
obtained quite a new connection. , They have also been
the means to some extent of superseding the country note
circulation, because the cheque is now more utilised.
Cheques which are received at the branches are sent
to London daily, where they are cleared through the
Clearing House.

It has also been stated that a bank with branches would
be able to get the London Agent to transact its business
at & lower cost than if the branches werc separate institu-
tions. This advantage is, however, not so important in the
present day, because a large number of banks now have
London offices. It is, however, advantageous for a bank
to open branches in order to increase its connection, when
by such means the new business obtained represents
various industries, because a depression of trade would
not then be so severely felt. In such a case branches
would act as feeders, and give, as it were, new life to the
central establishment. Again, if the customers of a bank
have greater facilities given them, it is natural to suppose
that they would recommend the bank to others. ‘

Again, the branch system is the means of greater
facilities for the transmission of money from one district
‘to another.
~ Of course, the opening of new offices ought to increase
the dividends to the shareholders, as banks naturally
wish to increase their profits, if it can be done with
safety. It seems, however, that thé ﬁ,ddnmnal famlmesx
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.'ha.ve ﬁd'_-SOme 'éxtent'béneﬁfed the customers rather _fhan
the banks.

The ‘foullowi‘ng figures show the ‘dividends paid and
number of branches after an interval of six years :—

] [,
f 30th June, 1885. 30th June, 1801.
No. No, of .
Bank. Bramﬁis [mndend B:l:r.:w{l’zs. Dividend.
.f Y ‘ %
Allianee . . 5 T 12 3
Capital and Counmeq . . 59 18 132 18
Central . . . . 7 10 11 10
City . . . . . 8 10 12 11
Consolidated - . . . . 4 10 "9 10
Imperial . . . 4 7 7 7
London and County . . 160 20 178 22
London Joint-Stock . . . 6 124 10 123
London and Provincial . . 84 124 119 15
London and Westiminster . . 9 16 15 16
National . . . . 110 11 108 10
National Provmcml . . . 153 20 167 20
Union . . 5 124 9 I 12%
London and South Western 53 6 91 | 8
i

From the above we notice that the banks which have
increased their dividends are, with few exceptions, those
which have opened branches in places where no banking
accommodation previously existed; for example, the
London and County, London and South Western, and
London and Provincial, have opened branches in districts
of greater Liondon where no bank had hitherto been
established. Although the fourteen banks have mcrea,sed
‘their deposits from £115,999,000 to £125,264,000, yet there
has been no corresponding increase in the dividends. We
must not, however, forget that in recent years there has
beeni'a steady decline in the rate of interest ruling in the

market. | ' '

These banks, however, have increased their reserve fund
“from” £8,035, 000 to £8,839,000, which is very satisfactory,
because it shows that they have provided addltxunal funds
'‘to meet sudden emergencies.
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- Again, the additional reserve takes the place of increased
capital, which is necessary when we consider that the
liabilities have incieased £10,000,000. Althoughk some ‘of
the provincial banks have opened additional branches, yet
their dividends do mnot show a correspondmg increase.
For example :—

' 1881. l 1801.
I i
Bank. . ;Bmm ches. IDivxdemL Rranches. EDiwdand
l
S S | ; .
Wilts and Dorset . . . I 64 | 22 L83 l 22
© Manchester-and Liverpool 54 20 | 50 20
North and South Wales 50 173 i 65 15
Lloyd’s Bank . 43 20 | 130 17%

However, if the opening of branches has prevented other
new banking institutions from starting, the result would
be in time favourable to the existing establishments.

We will now consider some of the disadvantages which
arise under the existing system of branch banking. It
has been alleged that each office is in some sense a source
of weakness, and this we believe is one of the reasons why
the Bank of England has not opened nore branches.

A recent writer in the Economist suggested that the
Bank of England should have a large number of branches,
like the Imperial Bank of Germany which has at present
250, but we must not forget that the Bank of England
holds the cash reserve of this country. The existing banks
would not like to see the Bank competing against them.
The establishment of a branch means an additional re-
sponsibility to the directors; and it is impossible to
suppose that they can understand thoroughly all the
details and have s practical insight into the business of a
town far away from the head office ; they must to a great
extent be guided by the manager of the bmnch ‘who
supplies them with the necessary information. - Howeyer,
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the real responsxbxhty for every branch must rest with
the directors.

Again, any sudden demand for cash thust be met from
the central institution. The cash reserves of the banks
have not, however, increased in proportlon to the number
of branches opened.

Mr. Goschen, in his celebrated speech at Leeds on
28th January, 1891, mentioned that eleven large banks
kept in cash only 10°8 per cent. in 1888, whilst in 1879
they held 12'9 per cent. There does not appear to be any
connection between the amount of cash held and the
number of branches. The monthly returns issued by
some of the banks show that some with the largest
number of branches have the smallest cash reserve. No
doubt if each branch was an independent bank, a larger
cash reserve would be held. Of course, one must not
forget that the facilities for the transmission of coin are
greater now than they were fifty years ago.

It is also possible that if an issue of £1 notes takes
place, as advocated by Mr. Goschen, it would be distinctly
advantageous to a bank with a large number of branches.
These notes could be sent to any branch at a trifling ex-
‘pense compared to the cost of transmitting gold. The
National Banks in America keep $1in cash for every $4
deposited. This gives a proportion of 25 per cent. in a
country where branch banking is discouraged. A propor-
tion of 10 per cent. to 14 per cent. of cash does not seem
to be a sufficient reserve for banks which have a large
number of branches,

‘We know that banks succeed because great confidence
is pla,ced in them, but if a branch happened to make a
great loss it might cause a run upon all the branches.
‘The bank might be perfectly solvent and yet be obliged to
close 1ts doors, because the head office might not be able
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to supply till money to & large number of. bmnches thh
sufficient rapidity. o

It seems to us fthat a bank with a comparatively small
number of branches is relatively stronger than one with a
large number. The former would have, as it were, its
business more concentrated, and consequently be able to
supervise it more thoroughly. If a bank opens branches, |
it is & question whether that bank should not increase its
capital. In America no new bank is allowed to be formed
unless a certain amount of capital is assigned to it. The
weakness of our system is that there has not been a corre-
sponding increase of capital in proportion to the liabilities.

Mr. Gilbart stated some years ago that a bank’s capital
should not be less than one-third of its liabilities. No
doubt this is a very high proportion, but it is questionable
whether 10 per cent. is sufficient.

If we study the balance sheets of the Scotch banks we
find that, although their deposits and branches have in-
creased, their capital accounts remain stationary. Thus :(—

Capital. Deposits.
1865 . . . . . 9,481,000 56,185,000
875 .. . . . . 8785000 78,405,000
1881 . . . . . 9052000 78,288,000
1891 . . . .. . 9052000 92,887,000

It must also be remembered that the Scotch banks
have accepted the responsibilities of London institutions
~without increasing their capital account, but they have
however increased their reserve fund to some extent.
Quite recently it has been found necessary to reduce the
rate of interest on deposits in consequence of the difficulty
experienced in the employment of surplus funds. On the
‘other hand, the rate of discount has been correspondingly
lowered. The English banks have, hewever, increased
their ca,plta.l and reserve considerably. Thus to October,'
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1890, there was an increase in 12 months of £1,070,439
“in capital and £869,088 in reserve. .
 The capital of the fourteen banks already mentioned
-amounts to £18,631,000, against deposits amounting to
£120 264 000. = This shows a greater proportion of capital
for the English than for the Scotch banks. .

~ Another disadvantage of branch banking is that there
has been a tendency in recent years for banks to open
branches in places’ where rival establishments exist.
Possibly at such places there was enough business for
one bank, but, with two, banking profits have beeun re-
duced to a minimum. There is no doubt that the opening
of branches has been the means of extending banking
facilities to a class who formerly did not avail themselves
of them. We might say that fifty years ago no one opened
an account with & bank unless he was able to keep a large
balance. Banking in those days existed principally for
the wealthy. In the present day any one can have a
banking account, provided a small commission is paid.

~ The large increase in the deposits of the banks must be
principally due to the fact that a new class have banking
accounts,
‘We have already mentioned that the enormous increase
in the country clearing in London is partly due to the
.increased banking facilities offered by the existing banks.
The following table shows the increase in the number

“of - banking offices in various large towns, and we may
presume that these branches would not remain open

. unless a profit was made :—
PROPORTION OF BANKS TO NUMBER OF INHABITANTS.

. 1872, " 1886, 1887, 1888,
Bi_r;mingha.m .. . 81,000 15000 11,000 10,000
Bradford . . . 0 15000 14,000 13,000
Leeds . . . . 25000 28,000 22,000 20,000
Biverpool . . . 29,000 12,000 11,000 11,000
Manchester . Lo 18,000 9,000 7,000 6,000

Shaffield . . . 47,000 47,000 40,000
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Between 1877 and 1889, banks were opened in 461
placese where previously no bank existed. These great
facilities for banking have been of much value to the
commumty

However, we must consider whether the present bank-
ing system is advantageous to all classes of society. The
tendency of modern banking is one of amalgamation.
New banks are not being formed for the purpose of pro-
viding additional facilities, which from time to time are
necessary on account of growth of population and in-
creased commerce. No doubt the public may benefit by
these bank amalgamations in one way, viz., by reducing
the cost for banking accommodation. The working ex-
penses of two banks which amalgamate ought to be less,
especially if competition had previously existed between
them.

On the other hand, it is not desirable to L,stabhsh a
monopoly of banking. We know that in Scotland it
would be impossible for a new bank to start with any
prospect of success. The branch system has been so
extended in that country, combined with a monopoly of
note issue, the sine qud non of Scotch banking, that it
would prevent a new institution from making a profit. It
is possible that if the £90,000,000 of capital deposited in
the Scotch banks were divided amongst twenty banks
instead of ten, it would not be necessary for those institu-
tions to compete with the London banks. :

_A system of monopoly might be the means of i mcreasmg
the charges for banking facilities. It is, therefore, desir-
able to consider whether a monopoly of ba.nkmg is. bemg
created in this country.

We think that the branch system is. not desxrable m
one way, and that is the continual reference to the he&d
office on- all business of importance in connectlon with the
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branch. " We believe that in some banks no loans above a
certain amount are allowed unless sanctioned by the head
office. ~This not only means delay but it also makes the
board of directors practically responsible for the business
of every branch.

 Again, it is not possible that directors can judge accu-
rately upon a written report what is the real position of
their customers. A bond fide applicant may not be able
to get the accommoda’mon he requires. We know that
capital may be lent in some cases to persons without any
risk, in fact without security, if a thorough knowledge of
such persons is obtainable. A hoard of directors cannot
possibly judge the personal chmacber of customers who
are unknown to them.

A bank may be transacting business in 150 different
places where a diversity of trades and manufactures exists.
It is questionable whether the wants of a local community
‘are best satisfied by the branch system.

A recent writer in the Economist stated that the cen-
tralisation of control means the stifling of individual in-
telligence and energy, coupled with failure to gauge the
needs of local commerce. It also meant the starving of
enterprise n the provinces, because the capital of each
district was sent to Liondon for investment. No doubt
the local wants of a community are best satisfied by a
local bank, because if some new undertaking is required a
loeal bank would be more inclined to assist than a board
of directors in London. Of course a branch manager
may be able to state accurately the requirements of the
district to the board of directors, and thus satisfy the
wants of the community. We think that a local bank
Wxth few branches, say for every county of England or \
spread over certain defined ‘areas, would be the best
system. ’
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If a ba.nk with a large number of branches falled the
distress occasioned by the failure would be felt over a
larger area than if confined to one district. THere is, of
course, less possibility of capital lying idle in.the case
of a bank with branches over a large area, becayse, if
not required for one district, it may be utilised in another
Banking, however, is now so much centralised in Liondon
that the metropolis has become the great distributer of
capital. What we really want in banking. is economy
combined with efficiency. Our system must not only
supply the wants of the community, but it must be per-
fectly sound. No breath of suspicion should ever reach
any of our banking institutions. Every one admires and
‘has an unlimited faith in the Bank of England, because it
has always studied strength rather than dividends. It
might have had branches throughout this country, but
did not care to extend its responsibility, whilst it holds, as
it were, the key of our banking system. We presume
the Bank recognises that each branch established means
in a sense additional responsibility, and also another outlet
for specie payments.

‘We have already shown that the establishment of
branches has not been, with few exceptions, the means
of increased dividends. Some think that the high divi-
dends paid by the banks should be the means of the
public obtaining cheaper or better banking facilities.

On the other hand, it might be argued that facilities for
banking are too cheap, because the banks of this country
have at the present moment £39,000, 000 ‘of reserve on
which no dividend is paid.

Possﬂ)ly competition and the tendency for the rate of -
‘interest to decline have been the causes of sta.tlonaryf
dividends. The profits made by banks on ‘their “total
resources seem small.- For example, the purely Londan;,
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banks only earn 10s. 10d. per cent on their total resources,
but banks with country branches, where a higher rate ig
charged fdr loans, ete., earn from 15s. to 19s. 8d. per
cent. Competition between banks is not desirable if it
tends fo speculation in order to maintain dividend, but,
on the other hand, we do not want a monopoly of
banking.

The remarks of My. Martin in the Economic Journal
on ““The Evolution of our Banking System” are well
worthy of consideration. He says: *“The provineial
banks undér the old system have done good service to the
trade of this country. Intimately connected with the
needs of their district, the position and character of their
customers, they have fostered and developed local trade,
agriculture and industries in a manner that might be
impossible under new conditions. It has been made a
complaint from Scotland that the resources of the country
have, since the Scotch banks opened branchesin London,
been diverted from their legitimate use to the metropolis,
and that heavy discount rates are charged locally, while
the money is being. employed at lower rates in the
London money market. The same complaint has here
and there been made in England, and it seems desirable
that any change in the conditions of banking in this
respect should take place gradually, rather than by any
sudden movement that might entail some dislocation of
local trade and industry.”

"There is a great difference between a bank which has
'gradually become larger and one which, in consequence
of many amalgamations, has doubled its deposits.

- It was recently stated by the official liguidator that one
:of the reasons why a certain bank failed was the difficulty
of effective control and proper supervision over a btanch
80, far away from the central establishment.
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- It is the age for large banking institutions, like it is the

Age for the conversion of large undertakings into limited
companies. We can only hope that the great” influence
which large banks possess may prove beneficial to the
community. If the banks satisfy the legitimate wantg of
the community, and charge a moderate amount for bandk-
ing accommodation, there will be no justification in the
remark that the tendency of modern banking is towards a
monopoly.

One of the difficulties of the present day is that of the
deposit system. We find reference made at bank meet-
ings to the difficulty experienced in utilising deposit
money. At times the rate for' call money and three
months’ bills has been below the rate allowed on deposits,
or the margin has been so small that no profit could be
made, or not sufficient to pay working expenses. We do
not think this ought to be the case, because the banks should
be able to combine among themselves, and then either
refuse deposit money or lower the rate so that a margin
for profit should exist.

We have recently been reminded by the official liqui-
dator that the high rate of interest allowed by a certain
bauk was one of the causes of its failure. At the present
time we have a curious instance of the deposit system, and
that is, the Government allowing £2 10s. per cent. on
deposits which are invested in Consols realising £2 6s. 3d.
per cent., in addition to the expenses of management,
‘which amount to 9s. 14d. - per cent. Thus the total lossv
is about 13s. per cent. :

During the present year Consols have risen to 112 and
therefcs_re the loss on the Savings Bank depomts is still
grea.tser However, the present Chancellor of the Hx-
chequer recognises the position, and will no doubt, sug-
gest some modification of the present system. B
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The depositsin the Savings Banks amount to £90,000,000
and in the Trustee Banks to £43,000,000. It seefhs an
anomaly *that such a loss should occur, and that the
Government should compete for deposits against the other
banks of the country.

+Again, there is practically no cash reserve held against
deposits amounting to £133,000,000.

14



210

CHAPTER XXVII.
BALANCE SHEETS.

THE study of the half-yearly or yesrly statements issued
by the banks is of great interest, because we have, as it
were, reflected in them the policy of bank directors with
regard to the management of the vast resources com-
mitted to their charge. One fact is apparent, and that is
the absence of any fixed rule as to the proportion of
capital, cash or investments that should be held against
the liabilities. We give the following as a good 11]ustmt10n
of a balance sheet :—

LiaBILITIER. ASSETS.
Current accounts . . . Cash in hand and at Bank
Deposit accounts . of England .
Other liabilities, cireular notes, Money at call a.nd short
lettery of credit, etc. . . notice
Acceptances . . . Investments
Capital paid up . . . Consols . . .
Reserve fund . . . British Colomal Govern-
Rebate on bills not due . . ! ment Corporatiop Stocks
Profit and loss . . ' Other securities . .
‘Balance brought forward . Bills discounted—
Net profit for the half-year . a) three months and under
b) exceeding three months
Loans and advances
Liabilities of customers for
acceptances .
Bank freehold and lem;ehold
premises, furniture and
fittings . .
Other assets

ProFIT AND LO088 ACCOUNT.

Interest accrued and paid . { Balance brought from last
Current expenses account

Salaries, rent at head oﬁ'ica» Gross proﬁts for the hs,lf-'
. and branches . . vear alter providing for
Rebate on bills not due . " bad and doubtful debts.
-Dividend. . . .
- Bank premises account .
Balance carried forward .
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In our analysis we will first consider the liabilities,
which consist of capital, reserve, deposits, acceptances,
and sundry other items. The capital represents the
amount which is thought sufficient to carry on the
business of banking. The reserve is the accumulation
of "undivided profits, and the proportion of these two
items in the case of Liondon banks varies from 7 per
cent. to 29 per cent. of the liabilities. Acceptances
represent bills actepted for correspondents, and
which must be paid by the banks when they
mature.  Lastly we have the current and deposit
accounts ; 1t would be desirable if the former accounts
were separated from the latter, which represent a
different. form of liability. Deposits may be called in at
any moment, and the depositor has not the same interest
in the bank which the customer possesses. When there is
a feeling of distrust in the financial world, the depositor
is the first to withdraw his capital.

The assets should be carefully examined, because
the stability of our banking institutions is largely
dependent upon the investment of the great resources
committed to their charge. The first item would be the
cagh reserve of the bank, which consists of cash in hand,
at the Bank of England, and money at call.

'~ We can scarcely consider money at call as a cash
reserve, because during a crisis it would be almost
impossible to call in money from the brokers.

It is worthy of notice that some banks do not group
their cash with money at call, but include such amounts
with their advances.

‘ - Phe proportion of cash would vary from 7 to 20 per
cent

l The average of seventeen London banks is 14'5 per
"cent and of money at call 127 per cent.
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The next item in the balance sheet is the investments,
whick are of a varied character. At the head of the list
would be Consols, which form the best security, because
the payment of interest is secured on the revenues of the
country and the stock can always be converted into cash
at short notice. ,

Some banks invest the whole of their capital or reserve
in Consols.

The next class of investments wotld be Indian Govern-
ment Stocks, Colonial Government Stocks, Corporation
Stocks and English Railway Debenture Stocks.

These items would vary from 9 per cent. to 86 per
cent., the average of seventeen London banks being 25°5.
It is satisfactory to note that the private banks which have
published balance sheets show a very high proportion of
English Government Stocks.  Unfortunately for the
banks, the yield of interest every year tends to get less.

For example, the yield from Consols is about £2 6s.,
and from Colonial Government Stocks about £3 5s. The
various, classes of investments should be separated in
order to get a correct opinion as to the bank’s position.
The proportion of cash, money at call, and investments
to current and deposit account varies from 39 to 63 per
cent. in the case of the Liondon banks.

The most important item in the balance sheet is loa.ns
and advances to customers, and also bills discounted.
Some banks separate the bills discounted from the
advances, which it is thought should be done in all cases.
Of the two classes, viz., bills. and advances, bills would
stand first, because they form a better security. As a
rule bills are met at maturity, but it sometimes happens
that loans are not repaid when they fall due.

- A banker must concentrate his attention upon - this
important item in the balance sheet, because pubhc
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confidence in the management is largely dependent upon
loans and advances being made with great discretjon.

The aceeptances are shown on each side of the balance
sheet, and vary considerably from 1 per cent. to 38 per
cent. against the total amount of deposits.

We have already considered whether it is advisable to
extend this class of business:
~ The last item in the balance sheet is bank premises,
the usual custom bein’y to reduce the amount gradually.

With regard to the profit and loss account, it is simply
a statement showing how it is proposed to divide the net
gains made during the half-year.

The profits of a bank are, of course, dependent upon
the interest obtained by lending, as it were, the assets.
The cash reserves of the banks form a contingent fund,
and, therefore, we might say that about 14 per cent. of
the assets do not produce any income. In recent years
the tendency is for investments to increase and loans and
advances to decresse. This naturally means less profits,
because the rate of interest on all first-class investments
is being reduced.

- The monthly balance sheets and half-yearly balance
sheets are now keenly criticised, and this we think will
in course of time tend to strengthen our banking system.

 We have seen that great changes have taken place in
our banking system from an early period, and especially
during the present century. This change is still going
on; many banks after a long and honourable career are
belng merged into large bankmg institutions.

At"present it is difficult to form an opinion with regard
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to the new system, but if in the future banking in this
counfry is to be transacted by a comparatively small
number of banks, it is highly desirable that adequate cash
reserves should be held, and also that a perfect system of
audit be adopted.

Another subject may be mentioned in connection with
banking of the present day, and that is bimetallism.
Any change in our system of currency may have a very
important effect upon banking and ‘commerce, and there-
fore the subject of bimetallism should be understood in
order to ascertain how far the trade of this country would
be affected by any such alteration. We have recently
teen a rich country like the United States compelled to
protect its gold reserves, in consequence of unwise silver
legislation in former years. Again, we notice public
opinion in Germany being in favour of bimetallism, and
therefore it is important for England, if necessary, to
uphold her present system of currency. We do not intend
to state the arguments for and against bimetallism, but
wish to point out how deeply such changes may affect
our banking system:.

The formation of the Institute of Bankers in 1879
has been of great service to banking, because it has
endeavoured to promote uniformity of practice amongst
the banking institutions of this country. ‘
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D. CHAMIER, Esq., Barrister-at<Lawi- Price 13. 6d;
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Houses and La.nds as Investmenta.
'With Chapters on- Mortgages, Leases and Building Societies. By R.
-Dguny UgLin, Esq,, Barrister-at-Law. Price 1s.

Hmw to Invest Money. By E.R. Gassorr. Price Ls.
From 80]’1001 to Office. Written for Boys. By F.B.Croucn. Pricels.

Paa.mes Memhant’s ‘Clerk.

- An Efposition of the Laws regulating the Operations of the Countin
“#House: Twenty-third Edition. Price 2s. €

The Theory of Book-keeping. By Brnsamiy Seesomm. Price ls.
Double Entry; or, the Principles of Perfect Book-keeping.

. By ErRnEST HoLan. Price 2s.
Powers, Duties and Liabilities of Dirvectors under the Gom-
panies Acts, 1862-1890. : y
ByT W. HavcrarT, Esq., Barrister-at-Law. Price 1s. 6d.

'The Law of Innkeepers and the Licensing Acts.
By T. W, HAvcRAFT, Esq., Barrister-at-Law. Pricc 1s. 64,

Yalidity of Contracts in Restraint of Trade.
By WiLLiam ARNOLD JoLLry, Barrister-at-Law. Price 1s.

Copyhold Enfranchisement with reference to the Copyhold
Act, 1893. By ArTHUR DrAYCOTT. Price 1s.
Pawnbroker s Légal Handbook, based upon the Act of 1872,

"By Cuan-Toon and Jonn Bruck, Esgs., Barristers. Price ls.

Schedule D of the Income Tax, and how to deal with it.
ByS W.'FLiNT, Price 1s.

The Neutral Shlp in War Time, Rights, Duties and Liabilities.

By ALBERT SAUNDERS. Price 1s.

Criminal Evidence ‘Act, 1898.
With Explanatory Notces. By CHArLES BrONTE MORGAN. Price 1s. net,
La.w Relating to Insurance Agents, Fire, Life, Accident a.nd
) Marine. By J. E. R. Stepuuns, Burrister-at-Law. Price Is.:

The Traders’ Guide to the Law relating to the Sale and

Purchase of Goods.
By LR/ DuckworrH, Esq., Barrister-at-Law. Price 1s 6d.

A Bom ete Summary of the Law Relating to the English
ewspaper Press. ‘

By LAWRENCE DutkwOoRTH, Barrister, Price 1s.
Law Ml’ecting the Turf, Battmg and Gammg-Houses and

= the Stock Exchangs.
y LawRENCE DUCKWORTH, Barrister. Prlcc 1s.

-Relating to. Trustees in Bankruptcy.
By LAWRENCE R.- DUCKWORTH, - Price 1s.

Railway Law for the * Man in the Train .

~Chidfly ‘ingended as’ a Guide for the Traveiling Pubhc on all points
Aikely. "to arise in cqnnwtwn with the Railway. ' By Georc E..T.
"“BpaLan, Solicitor,” Price 25
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ALDENHAM, LORD (H. H. GIBBS).

A Lolloquy on Currency. New Edition, revised and enlérged.
Price 10s. . ‘

AMERICAN EXCHANGE RATES. ‘
Calculated from $4.75 to $4.95, to Suit any Range of Ex-

change in American Shares or Produce. Price 40s. net.

ARNOLD, WILLIAM.

' The Maritime Code of Germany. Translated by WiLLiam
ArnvoLp. Price 6s. net.

ATTFIELD, J. B.

English and Foreign Banks: a Comparison.
Contents: The Constitution of Banks; The Branch System;
The Functions of Banks. Price 8s. 64, net.

AYER, JULES. ’

General and Comparative Tables of the World’s Statistics.
Area and Population, Religion, Finance, Currency, Army, Navy,
Railways and Telegraphs, Capitals and Towns, Time at Capitals,
etc, On a Sheet 35 x22. Price Is. net, ’

1899, revised to the End of March.

** A most admirable chart. In fact it is ‘ The Statesman’s Year Book’in a nutshell."—
Westiinstey Gazette.

BARCLAY, ROBERT.

The Disturbance in the Standard of Value. Second and
enlarged Edition. Price 2s.

BATY, T.
First Elements of Legal Procedure. Price 3s. 64. net. -

BEEMAN, G. B., and FREDC. C. MATHIESON AND SONS.

Australian Mining Manual: a Mandy Guide to the West
Australian Market. Price 4s. net.

*Its shape and flexibility fit it for the side pocket, and the information it contairs sesms
t0 be all that can be desired.”—Daily Chronicle. T
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BEAURE, Prof. A.

Manuel pratique de la Correspondance et des opérations de
Commerce. (Part I.) Price 1s. 64. net.

~Partie appllquée, avec traité pratnque des Opcrattons de
Bourse. (Part I1) 3s. 8d. net.

Théorie et Pratique de la Monnaie. Tome premier, Traité
Théorique de la Monnaie et Statistique dcs Métaux Précicux.
Price 3s. 6d. net.

Histoire de la Politicjue Mon¢taire Statistique des Frappes et

Mouvement des Métaux Précieux dans les principaux pays.
Tome II. Price 8s. net.

BIRKS, H. W.

Half-yearly Comparative Analysis of the Balance Sheets of
London Joint Stock and Private Banks. February and August.
Sheets, 1s.  Bound leather, price 5s.

Investment Ledger. Designed for the use of Investors.
Bound in leather. Price 3s. 64d.

BLACKWELL, P, T., B.A.

The Law relatm;, to Factors: Mercantile Agents who sell and
buy goods on comimission, and who have goods entrusted to their
care, including the Factors Act, 1889, and the repealed Factors
Acts. Price 5s. net.

“ It is a handy work. and brings the law on this subject within a moderate compass,”—
Law Times.

BOOTH "A. A., and M. A. GRAINGER.

Diagram for calculating the yield on Redeemable Stocks.
Price 10s. 6d. net.

By means of a small ruler and a table of fines the true yield on a
bond or stock purchased at a given price, which is redeemable either

at or above par, can be obtained at once without calculation of any
kind.

BORLASE, W. C,, M.A,
Tin Mining in Spain, Past and Present. Price 2s. 6d.
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BOSANQUET, BERNARDT.

Univeérsal Sxmple Interest Tables, showing the ‘Interest of
‘any sum for any number of days at 100 different rates, from i to
12} per cent. inclusive; also the Interest of any. for-one da:
at each of the above* rates, by single pounds up
by hundreds up to forty thousand, and thHence by longe
up to fifty million pounds. 8vo, pp. 480." Price 21s, cloth;.

BOURNE’S INSURANGE PUBLIOATIOHS
Directory. Cloth, price 5s. ; post free, 55. . (Annual).

Handy Assurance Manual. In Card cover, 1s., by pdst,‘l’.s‘.'?a’ 5
in Cloth cover, 1s. 6d., b) post, 1s. 84.; in Pocket-book, witb
convenient pocket, 2s. 6d., by post, 2s. 84. (Annual.)

Giides, (Monthly.)

January—The Handy Assurance Gmdc—-Seventeenth Year.
February—Annual Bonuses. March—Expense Ratios of Life
Offices. = April—The Handy Assurance Guide. .May—New Life
Business and its Cost. June—The ;Handy Fire Insurance
Guide. July—The Handy Assurance Guide. August—Valuation
Summaries. September—Expense Ratios of Life Offices.
Octpber—The Handy Assurance Guide, - November—New Life
Business and its Cost. December—Premium Rates.

They are clearly printed on cards folding to 5 in. by 3 i in,, and
giving in a singularly compact and convenient form the. latest -
statistics of all the Offices, Price 3d., by post, 3§d. H per docen,
'2s. 6d., per 100 16s. 8d.

Insurance Magazine. = Edited by WlL’LfAM ScuooLmG.
Monthly. Subscription, 7s. per annum, post free.

BROWNLEE'S HANDBOOK OF BRITISH COLUMBIAN
MINING LAWS.

For Miners and Prospectors. Pri'ce ls-..'?net.-

BURGON JOHN WILLIAM.

L:fe and Times of Sir. T. Greabam. ~ Including notices of
many of his. contemporaries. “In two ‘handsome large ‘octavo
volumes, embellished with a fine Portrait; and twenty-nine othér”
Engravings. Published at 80s.- Offered at the reduced price gf 10s,:

CARISS, ASTRUP;

Boak eping by Double Entry : explaiffi tbe -Sciente 2
- %:clﬁnggthz ‘Art. ‘Becond lgydmonp ing m
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TELLL,
‘Theory ;

f ¢ Options ” in Stocks and Shares. Price 2s. net.
CHAMIER; DANIEL. , _
© " «l.aw relating to-Literary Copyright and the Authorship and
*. - Publication of Books. Price 5s. net. : e MM
wvzx‘t;;\.;::imﬁat% ‘bé='cbisdentio§§ly recommex':‘ded for any one requir_ink a cheap and trust-

‘OLARE, GEORGE. o
A Money Market Primer and Key to the Exchanges. Second

Edition, revised, * Recommended by the Council of the Institute
- of Bankers. With Eighteen Full-page Diagrams. - Price 5s.

COBB, ARTHUR. STANLEY.
Threadneedle’ Street, a reply to * Lombard Street,” and an
alternative proposal to the One Pound Note Scheme sketched by
* Mr. Goschen at Leeds. Price 5s.
" Mr, Goschen said at the London Chamber of Commerce, “ Mr.
© Stanley Cobb proposes an alternative to my plan, and 1 recom:
mended the choice between the two”.

CORDINGLEY, W. G.
Dictionary of Stock Exchange Terms. Price 2s. 6d. net.
Guide to the Stock Exchange. Price 2s. net.

COUMBE, E. H., B.A. (Lond.). . '

A Manual of Commercial Cofrespondence. Including Hints
on Composition, Explanations of Business Terms, and a large
number of Specimen Letters as actually’in current use, together

- 'with Information on the General Commercial Subjects treated
in the Correspondence. Price 2s. 64. net. ' !

CROSBIE, ANDREW, and WILLIAM C. LAW.
" ‘Tables for the Immediate Conversion of Products intc
" Interest, at Twenty-nine Rates, viz. : From One to Eight per cent.
‘inclusive, proceeding by ?uarter Rates, each Rate occupying a
single opening, Hundreds of Products being represented by
‘Units,  Third Edition, improved and enlarged. Price 12s. 64.

'CUMMINS, GHARLES. |
23 per cent. Interest Tables on £1 to £20,000 for 1 to 367
., ..days, Price 5s, net, . . n ) R
Formation of the Accounts of Limited Liability Companies:.
":Z,Pt-icc_ _5:."n‘etv. o - C : o
'CUTHBERTSON, CLIVE, BA, |
& Sketch 81 the Currency Question. 'Price 3s. net.

o An Sdmirable rasiomd of the ezsy botween monometallists and bimetallists,"—
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DEL MAR, ALEX.

‘History of the Monetary Systems in the varlous States.
Price 15s. net.

LisT oF CHAPTERS.—I. India from the Earheat Times. II.
Ancient Persia. III. Hebrew Moneys. IV. Ancient Greece.
V. Rome B.C. 369 to A.D. 1204. VI, 2i‘i‘w Sacred Character of
Gold, VII. Pounds, Shillings and Pence. VIII. Gothic Moneys.
IX. Moslem Moneys a.p. 622-1492. X. Early English Moneys.
XI. Moneys of the Heptarchy. XIl. Anglo-Norman “Mohicys
XIII. Early Plantagenet Moneys. XIV. Later Plantage et
Moncys. XV. The Coining Prerogative. XVI. Saxony and
Scandinavia to Date. XVIL. The Netherlands to Date. XVII1.
Germany to Date. XIX. Argentine Confederation to Date. XX.
Private Coinage. )

The Science of Money. Second revised Edition. Demy 8vo,
prnce 6s. net. :

CHAPTERS on—Exchange. Value as a Numerical Relation,
Price. Money is a Mechanism, Constituents of a Monetary
Mechanism. History of Monetary Mechanisms. The Law of
Money. The Unit of Money is all Money. Money contrasted
with other Measures. Limitation is the Essence of Moneys.
Limitation: a Prerogative of the State. Universal Money a
Chimera. Causes and analysis of a Rate of Interest. Velocity
of Circulation. Relation of Money to Prices. Increasing and
Diminishing Moneys. Effects of Expansion and Contraction.
The Procession of Prices. Revulsions of Prices. Regulation of
Moneys.

DE SEGUNDO, E.

The Rapid Share Calculator. For Calculating §ths, +sths,
and J&ynds. Price 10s. 8d. ncet.

* An ingenious mechanical contrivance for vasily calculating fractional values.”-—Standard

DONALD, T.

-Accounts of Gold Mining and Exploration Companies. With
Instructions and Forms for rendering the same to. Head Office.
Second and Enlarged Edition. Price 3s. 8d. net.

DUNCAN, W, W,

Profits versus Dividends on the Stock Exchange. Price
2s. 6d. net.

EASTON, H, T. .
Banks and Banking. Pnce 3;. 64.

“The work shows that he has studied the subiect with attention, and it also. gives
‘evidence of a practical knowledge of the subject.”—Athenczumn.

-The Work of a _Bank. Price 2s.

ELLIS, ARTHUR, o
Rationale of Market Fluctuations. Third Edition. Price
) 7s. 6d,
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ELLISON, THOMAS,
Cotton Trade of Great Britain. Including a History of the
- Liverpool Cotton Market and the Liverpool Cotton Brokers
Asspciation. Price 15s.
EMERY, G, F., LL.M. .
- Handy Guide to Patent L.aw and Practice. Price 6s. net.

“ Cleagly and concisely written, and seems to contain all information that is of practical
value¥'—Iaw Times.

'A Treatise on Company Law, under the Acts 1862-1900.
Price 21s. ‘

EHNleA%l‘i}gléGE, and ENNIS, GEORGE FRANCIS MAC-
| - The Registr:ation of Trans{ers of Transferable Stocks, Shares,

and Securities ; with a chapter on the Forged Transfers Act, and
an Appendix of Forms, Price 7s. 6d.

EYANS,t L. WORTHINGTON, Solicitor, Mackrell Prizeman,
. etc.
Notes on the Companies Act, 1900, with Forms. Price 4s.

FENN.
Fenn on the Funds. Containing Details and Historizs of the
Debts, Budgets and Foreign Trade of all Nations, together with
Statistics elucidating the Financial and Economic Progress and
Position of the various Countries. Sixteenth Edition, thoroughly
Revised. Price 15s. Edited by S. F. VAN Oss and H. H, BassEgrT.

“That classical work.”—dAdthenaum.

“The careful revision has given a fresh lease of life to this useful occupant of the
financier’s and publicist’s shelves.”—Daily Graphic.
“ That authoritative book of reference.”—Daily News.

GABBOTT, E. R.

How to Invest in Mines: a Review of the Mine, the
Company and the Market. Price 2s. 6d. net,

GARRATT, JOHN.
Exchange Tables, to convert the Moneys of Brazil, the River
Plate Ports, Chili, Peru, Ecuador, Californian, China, Portugal,
Spain, etc. (Milreis and Reis, Dollars and Cents), Pesetas and
Centimos, into British Currency, and wvice wersd, varying by
eighths of a peony. Price 10s. 6d.

GASKELL, W. H.

Silver Tables, showing relative equivalents of Bar Silver in
London and New York. Vol. l.—-From 47 cents to 67 cents:
Vol. I1,—From 67 cents to 87 cents, U.S. Currency; ascending
- by 1/8th, at Exchange of $4.80 to $4.80 per £ sterling, ascending
-by 1/4th of a cent. Price 15s., 2 vols.; or if sold separately, price
10s. each?

GIBBS, Hon. HERBERT.
A Bimetallic Primer. Third Edition, revised. Price 15 net.’

GILBERT. .
“Interest and Contango Tables. Price 10s. net,
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GGLDMAHN CHARLES SYDNEY, F. RG 8., with the
" operation of JOSEPH KITCHIN,

Seuth African Mines: - glvmﬁ the Position, Resdlts:
Developments of all South African Minés; togéther Wil
Account of Diamond, Land, Fmance and kindred concerns; ‘.,In
three volumes, '

VoLr. 1.—Devoted to detailed Descrlpuons ofall Watwaterml;d
Mining Companies, containing about 500  pages.

VoL. II.—Deiling with Mining Companies other than Rand,
together with Rhodesian, Diamond, Finance,. Investment;- [mnd :

. and Miscellaneous Companies. It contaitis about 220 pages.. :

Vou. I11.—100 Maps and Plans of Mining Properties, mchtdmg-i
a large Scale Map of the Rand in geventeen sections, together
with dip, tonnage and other charts. -
Price (net) £3 8s.

The Financial, Statistical and General History of the Gold
and other Companies ‘'of Witwatersrand, South Africa.  Price’
12s. 6d. net.

GOSCHEN, the Right Hon. Viscount.

‘Theory of Foreign Exchanges. , Ninth Thousand. ' 8vo.
Price 6s. -

GUMERSALL.

Tables of Interest, etc. . Interest and stcount Tables,
computed at 23, 3, 84, 4, 4} and 5 per cent., from ‘1 to 365 days
and from £1 to £20 000 ; so that the Interest or Discount on any
sum, for any number of days, at any of the above rates, may he
obtamed by the inspection of one page only.

Nineteenth Edition, in 1 vol., 8vo (pp. 500), pmce 10s. 6d., clﬂth
or strongly bound i m ‘calf, with the Rates per cent. cut m at the
fore-edge, pxwe 16s. 6d

HALL R. J.

Regxbtered System for the Consignment of Merchandxse by
: Rail. Price 3s. 6d. net.

mm's
Customs Year.Book. A new List of Imports and Exports;
with Appendix and a brief Account of the Ports and Harbours xflf

the, United Kingdom, Published Annuaily. Price 8:,,
Warehousing Supplement, 4s. 6d. net.

inland Revenue Year-Book. The recognised boak of Lega
. Reference for the ‘Revenue Departments. ' ‘Published Annually:
PrweSs with Warehousing Supplement, 4s: 64. net. - -

m PANTON

Universal Interest Table. For Calculating Interest at g
L - Rate on the Moneys of all Countries, Prige 25 64, vet,

HARLOW
Exammnnon Questions in Book-keeping, ' Price 2$.
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H&‘WH MTOMAR
Arbttrages et Parités. " Traité des Opérations de Banque,

', conténant les usages commerciaux, la théorie des changes et
* monnaies, et la statistique' monétaire de tous les pays du globe
Huitieme édition. Price 12s. §d. net.

.The Mcmetary Questmn in 1892 Price 5s.
HEHBELIH ADQLF

Ready ‘Reckoner Bzy which multiplication of factors from
1x1 to 999 x 999 can be seen at & glance, and those of still larger
- numbers can be cffected with the utmost rapidity. By these
tables the division of any one number by another can also be
gonev Together with aluulatmg Tables for circles. Price
“8s. net. ) :

HIBBERT, W. NEMBHARD, LL.D.
The Law relating to Company Promoters.  Price 5s.

HIGGINS, LEONARD R.
“The Put-and-Call. Price 3s. 64. net.

HIGG!N SON, CHARLES J.

Food and Drugs Adulteration : A Manual for Traders and

Others. Being a Consolidation of the Sale of Food and Drugs

- Act, 1875; Sale of Fuod and Drugs Amendment Act, 1879;

’Vlavgarme Act, 1887 ; Sale of Food and Drugs Act, 1899, Pmce
&! net.

'HOUGHTON s

' Mercantile Tables for Ascertaining the Value of Goods by
the Pound Hundredweight, or Ton. Each Table extending from
i Pbund to 4,000 cwt. Price 21s. ‘ ‘

;HOWARTH WM.

Qur’ Clearmg Banking. System and Clearing Houses. Third
o and Enlarged hdxtxon. Price 3s. 64. net.

HUGHES T M. P

!nvesmrs Tables for ascertammg the true return of lnterest
" on:Investments in =ither Permanent or Redeemable Stocks or
Bonds, at my rate per cent., and Prices from 75 to 140. Price

, Bs.46d. net

_KH’E‘CKISON JOHN.

 of Bankmg, ‘eémbracing the Cases at Law and 1}1j
vity bearing upon‘all Branches of the Subject.. Volumcs 11,
Bq Itly Pric§ 2lgozach Vol, IV. Price 15s. = ‘
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INGRAM.

Improved Calculator, showing instmitly the Value of any

%uantity from One-sixteenth of a Yard or Pound to Five
Hundred Yards or Pounds, at from One Farthing to Twenty:
Shillings per Yard or Pound. Price 7s. 6d.

JOHNSON, GEORGE, F.8.8., A.LS.

Mercantile Practice. Deals with Account Sales, Shipping,.

Exchanges, Notes on Auditing and Book-keeping, etc, Price-
2s. 6d. net. .

JONES, CHARLES.
The Solicitor’s Clerk: the Ordinary Practical Work of a..
Solicitor’'s Office. Sixth Edition. Price 2s. 6d. net.

Companion to the Solicitor's Clerk. A continuation of the
¢ Solicitor’s Clerk,” embracing Magisterial and Criminal Law,.
Licensing, Bankruptcy Accounts, Book-keeping, Trust Accounts,

etc. New Edition. grice 2s. 6d. net. )

The Business Man’s County Court Guide. A Practical

Manual, especially with reference to the recovery of Trade
Debts. Second and Revised Edition. Price 2s. 6d. net.

Book of Practical Forms for Use in Solicitors’ Offices. Con-
taining over 40 Forms and Precedents in the Queen’s Bench.
Division and the County Court. Price 5s. net.

“ Cannot fail to be useful in any Solicitor's office.”—Solicitor's Joumal.

JONES, W. HUGH. ‘
A Guide to the Liquor Licensing Acts. Price 2s. 6d. net,

JOURNAL. OF THE INSTITUTE OF BANKERS.
Monthly, 1s. 6d.

JUDICIAL TRUSTEES ACT, 1896,

And the Rules made thereunder. By A SoLiciTor. - Price:
2s. 6d. net. :

KELLY and WALSH.

Dollars or Taels and Sterling Exchange Tables. Compiled to.
facilitate Exchange Calculations-at the finer rates at which.
Eastern business 13 now done. At different rates from 1s. 6d. to:
8s. 4d., advancing by Sixteenths of a Penny. Price 10s. 8d. net.

KERR, A. W., F.S.A. (Scot.).

Scottish Banking during the Period of Published Accounts;
1865-1896. 5s. ‘ N
* A thoroughly readable and instiuctive work."—Banking World.
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KOLKENBECK, ALFRED.

Rates of Stamp Duties on Bills of Exchange all over the
‘ World Price 15, net,

LLWYERS AND THEIR CLIENTS.

Price 2s. net.

LEGOFFRE A.

Tﬁbles of Exchange between France, Belgium, Switzerland
and Great Britain; being French Money reduced into English
from 25 francs to 26 francs per pound sterling, in Rates each
advancing by a quarter of a centime, showing the value from one
franc to one millionof fruncs in English Moncy. 21s. net.

Tables of Exchange between Ger many and Great Britain,
being German money reduced into English 20 marks 30, to 20
marks 70 per pound sterling. Price 15s. net.

“Tables of Exchange between Austria, Holland and Great

’ Britain. Price 15s. net.

‘Tables of Exchange between United States of America and
Great Britain and wvice versd, from $4.75 to $4.95 per £, in rates
advancing by 1/16 of a cent. and by 1/82 of a penny. Price 25s. net.

Umversal Interest Tables at 5 per cent. on sums from £1 to
£100,000 ; also at § per cent. the Interest from 1 to 100, and their
mu}upkes by 10, 100, 1000 and 10,000 on any Fnrugn Money.
Price 21s. net.

LEWIS, WILLIAM.
Tables for fmdmg the Number of Days, from one day to any
other day in the same or the followm{, year. Price 12s. 6d.

.LITHIBY JOHN.

The Law of District and Parish Councils. Being the Local
.Government Act, 1894, with an Appendix containing Numerous
Statutes referrcd to in, or incorporated with, the Act itself; in-
cluding the Agricultural Gangs Act, the Agricultural Holdings
Act, the Allotments Acts, Baths and Washhouses Acts, Burial
Acts, Fairs Acts, Infant Life Protection Act, Knackers Acts,
‘Lighting and Watching Act, Public Improvements Act, Public
Libraries Acts, and numerous Extracts from the Pubhc Health
Act, 1875, and other Statutes. Also the Orders and Circulars of
the Local Government Board, together with copious Notes and
a full Index. Second Edition, revised and enlarged. Demy 8vo,
659 pages. Price 15s.

LOYD, A. C.
Four Lectures on Bills-of Exchange. Introductory to the
Codifying Act, 1882, wn.h Text of the Act. Price 3s. 6d.

LYNGH H. F.

Redress by Arbitration; being a Digest of the Law relating
to Arbxtmtxon and Award Third and Revxsed Edition. Pnce 5s.

KMJFEE K. N., M.A.
* Imperial Customs Union. A practical Scheme of Fiscal
Usion for the: purposes of Defence and Preferential Trade, from
a Colonist’s Standpoint. Price, cloth, 2s. 6d.; paper, 1s. 6d.
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McEWEN’S
Bankruptcy Accounts. How to prepare a’' Statement of
Aﬁfx;:;s in Bankruptcy. A Guide to Solicitors and othérs.; Price

»

MARRACK, RICHARD, M.A.

The. Statutory Trust Investment Guide. The particulars as
to Investments eligible, compiled and. arranged by Fhede, C..
i\)hthxeson and Soms, Second Edition, remgd and enfhrged'

rice 65, net,

“We think the anthors have executed their task well, and that-their book will, he Ionnd
useful. We have often’ thought that a lawyer and a ?”ractlcnl man writing in cunmt might’
produce a very excellent book.”—Law Quarterl Iy Revie!

MATHIESON, FREDC. C., & SONS.

Monthly Traffic Tables ; showing Traffic to date ‘and giving,
as comparison, the ad,;usted Traffics of the corresponding date n
. the previous year. Price 6d., by post 7d. Monthly.

American Traffic Tables. Monthly. Price 64., by post, 7d.
Highest and Lowest Prices, and Dmdends paid durmg the
past six years. Annually. Price 2s. 6d.

Provincial Highest and Lowest Prices as quoted on the
following Stock Exchanges : Birmingham, Dublin, Edinburgh,
g:asgow 6Iéeeds, Liverpool, Manchester and Shefﬁeld. Armually

ice 25. 64. -

Six Months’ Prices and Dates. Umform with “Htghest
and Lowest Prices”. Annually, in July. Price 2s. 6d.

Handbook for Investors. A Pocket Record of Stock Ex-
change Prices and Dividends for the past ten years uf the.
Fluctuating Securities. Price 2s. 64. net.

Investor’s Handbook of Railway Stnt:st:cs, 1881 1901
Annually.. Price 1s.

Investor’s Ledgzr. Price 3s. 64. net.
Monthly Mining Handbook. Price 1s. net,

Redeemable 1nvestment Tables. Caiculatlons checked and
extended. By A. SKENE SMITH, Pnce 15: net,.

MLUDE ‘WILLIAM C., ‘Barrister-at- La.w.
Property Law for General Readers. Price 3s. 64.

MAY, J. R,

 Institute of Bankers’ Examinations, = Examination :
in Arithmetic and Algebra for Nineteen: Years, 1380-1898, with’
Answers Two Parts, Preliminary and'Final. s, 64. each

MELIOT’S
Enghsh and ‘French Explanatory Dictionary.

- Phrases relating to Finance, the Stock Exch
:Companies and Gold Mining, Price 55, net.™’
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'MELSHEAMER and GARDNER.
Law and Customs of the London Stock Exchange. Third
' Bdition. . Price’7s, 6d. :

'MERCES, F. A. D.

Indian’ Exchange Tables. A New Edition, showing the
Gonversion -of English Money into ~Indian Currency, and wvice
versd, calculated for every Thirty-second of a Penny; from 1s. to
15, 6d., price 15s. net.; Supplements 1/ to 1/ 31/32 5s.; 1/1 to

. .1/181/32 5s. net. - o :

‘Indian Interest Tables, from 1 to 15 per cent. per annum of

: 380 'and "365 days ;» also Commission, Discount and Brokerage

‘ from 1 anna to 15 per cent. Price 8s. net.

Indian Ready Reckonér. Containing Tables of Rates by

- Number, Quantity, Weight, etc., including fractions of a Maund,
at any rate from } Pie to 250 Rs.; also Tables of Income, Ex-

change (ls.'2d. to 1s. 8d.), Interest and Commission. Sixth
Edition. Price 36s. net. :

MILFORD, PHILIP.

‘Pocket Dictionary of Mining Terms. Third Edition, revised.
Price 1s. - -

NORMAN, F. 8. .

-Tables f_of Commission‘émd Due Dates. -Price 2s. net. -

NORMAN, J. H.

Universal Cambist. A Ready Reckoner of the World’s

Foreign and Colonial Exchanges of Seven Monetary and Cur-

.Xency Intermediaries, also the Present Mechanism of the Inter-

) ch’ahges of Things between Man and Man and between Community
and Community, Price 12s. 6d. net.

PALGRAYE, R. H. INGLIS. , |
“Bank Rate in England, France and Germany, 1844-1878, with
‘femarks on’ the causes which influence the rate. of interest
charged, and an analysis of the accounts of the Bank of Engldnd.

Price 10s. 6d. ' : ‘

'PAGET, Bir JOHN R., Bart., Barrister. -
"~ Legal- Decisions: Affecting Bankers. Edited and Annotated
. by. - 1ssued ugder the sanction of the Council of the Institution
“.. . of ‘Bankers, . -Price 6s. het. | oo

'PETHERICK, EDWARD A, |

Australia in 1897. The Country and its Resources, Popu-

<777 Iation, Public Works and Finances,  With Two Maps. . Second
Edition. pW’ ;lj.;ﬁq‘.}.‘;“ g}oth’ 25_6‘1’ B
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PHILLIPS, MABERLY.

A History of Banks, Bankers and Banking in North-
umberland, Durham ‘and North Yorkshire, illustrating the com-
mercial development of the North of England fropa 1755 to 1894,
With numerous Portraits, Fac-similes of Notes, Signatures,
Documents, etc. Price 31s. 6d.

Token Money of the Bank of England, 1797-1816. Price
2s. 6d. net.

PITT-LEWIS, G., K.C.

A Handbook of River Law on the Thames. Being a Collec-
tion of the Acts, Orders and Regulations of General Public
Iaterest of the various Public Bolies bearing Government upon
it, for Persons visiting the Port of London and all using the
River for Profit or Pleasure. Price 15s. net. ‘

POCOCK, W. A., Esq., Barrister-at-Law.

An Epitome of the Practice of the Chancery and King's
. Bench Divisions of the High Court of Justice. Price 2s. 6d. net.

POOR, H. V. & H. W.

Manual of the Railroads of the United States, and other

Investment Securities.

Statements showing the Financial Condition, etc.,, of the
United States, and of all leading Industrial Enterprises.

Statements showing the Mileage, Stocks, Bonds, Cost, Traffic
Earnings, Expenses and Organisations of the Railroads of the
United States, with a Sketch of their Rise, Progress, Influence
etc. Together with 70 Maps and an Appendix, containing a full
Analysis of the Debts of the United States and of the several
States, published Annually. Price 45s. net.

The Money Question. A Handbook for the Times, -Price

6s. net.

PROBYN, L. C.

Indian Coinage and Currency. Price 4s.

QUESTIONS ON BANKING PRACTICE.

Revised by, and issued under the sanction of, the Councxl of the
Institute of Bankers. Fifth and Revised Edition. Prloe Bs. .

RAIKES, F. W. (His Honour Judge), K.C., LL.D.
The Maritime Codes of Spain and Portugal. Price 7s. 64. net.

“Dr. Raikes is known as a profound student of maritime jurisprudence, and he'has been
able to use his knowledge in a number of notes, in Whlch the law of England and of other
countries is compared with that of the Iberian Peninsula."—Law J

Maritime Codes of Holland and Belg)um Pmce 10s, 6d.

net
Maritime Codes of Italy. Price 12s. 6d. nq;

RICHTER, HENRY.
The Corn Trade Invoice Clerk. . Price 1s. net,
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ROBINSON.
~Share and Stock Tables; comprising a set of Tables for
Calc{lating the Cost of any number of Shares, at any price from
1-16th of a pound sterling, or 1s. 3d. per share, to £310 per share

in value; and from 1 to 500 shares. or from £100 to £50,000 stock.
Seventh Edition, price 5s.

ROYLE, WILLIAM.

- Laws relating to English and Foreign Funds, Shares and
Securities. The Stock Exchange, its usages, and the Rights of
Vendors and Purchasers. Price 6s.

RUSSELL, H. K. H.

he Mount Lyell Mining Manual, 1900, With Plan. Price
2s. 6d. net.

RUSSELL, RICHARD.

Company Frauds Abolition. Suggested by a review of the
Company Law for more than half-a-century. Price Is. 6d.

RUTTER, HENRY.

General Interest Tables for Dollars, Francs, Milreis, etc.,
adapted to both the English and Indian Currency, at rates.
varying from 1 to 12 per cent. on the Decimal System. Price
10s. 6d.

SAWYER, JOHN,

Practical Book-keeping., Suitable for all Businesses. Price
2s. 6d,

SCHULTZ.

Universal American Dollar Exchange Tables, Epitome of
Rates from $4.80 to $4.90 per £, and from 3s. 10d. to 4s. 6d. per $,
with an Introductory Chapter on the Coinages and Exchanges of
the World. . Price 10s. 6d.

Universal Dollar Tables.- Complete United States Edition,
Covering all Exchanges between the United States and Great
Britain, France, Belgium, Switzerland, Ttaly, Spain and Germany.
Price 21s.

Universal Interest and General Percentage Tables on any
given amount in any Currency. Price 7s. 6d.

English-German Exchange Tables, from 20 marks to 21 per
£ by ‘025 mark per £, progressively. Price 5s.

SENHOUSE, R. MINTON-, and G. F. EMERY, Barristers.

Accidents to Workmen, Being a Treatise on the Employers”
Liability Act, 1880; Lord Campbell’s Act, and the Workmen’s.
Compensation Act, 1898. Demy 8vo, cloth. Price 15s.

Case Law of the Workmen’s Compensation Act, 1897, New
and Enlarged Edition. 3s. 6d. ‘
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SHEARMAN, MONTAGUE, and THOS W. HAYGRm‘

London Chamber of Arbitration. A Guide to
Practice, with Rules and Forms, - Second detwn. ! Price’ 2:. 6d.’

SHEFFIELD GEORGE.
Simplex System of Solicitors’ Book-keeping. ' Price 3s. 6d.

net.

SIMONSON, PAUL F., M.A. (Oxon.).

A Treatu»e on the Law Rel'\tlng to Debentures and Debenture
Stock, issued by Trading and Public Companies and by 'Local.
Authorutles, with forms and precedents. 521 pp., royal 8vo.
Second Edition. Price 21s.

“ Exhaustive in its treatment."—Ttmes.

 Comprghensive, well-planned and reliable.”—L az journal.

The Companies Act, 1900, with Commentaries and Forms
: prescribed by the Board of Trade. Second Edition. Price 5s. -

SMITH, A, SKENE,

Compound Interest: as exemplified in the Calculation of
Annuitics, immediate and deferred, Present Values atd Amounts,
Insurance Premiums, Repaymx,nt of . Loans, " Capxtahsahon of
Rentals and Incomes, etc.  Price 1s. net.

- It is written with a business-like explicitness, and cannot fail to prove ua!:iul M
COESYiN,

SMITH, JAMES WALTER.

The Law of Banker and Customer. New and Revised
Edition. Price 5s.

STEPHENS, T. A.

A Contribution to the Bibliography of the Bank of England.
Price 10s, 64. net. '

STEYENS, W. J.

- Home Railways as Investments. Second Edition. Price
25. 6d. net. C

“ An interesting and instructive treatise," —Daily (:hrtmicle.
STEWART, F. 8.

Enghsh Weights with their equlvalente in" Kllogrammes
calculated from 1 pound to 1 ton by pounds; and from 1 ton to
100 tons by tons. Compiled expressly for the use of Merchants
-and Shipping Agents to facilitate the making out the documents
for Foreign Custom Houses. Price 2s. 6d. net.

STOCK EKGHANGE OFFICIAL INTELLIGENOE H

Bemg a carefully compiled précis of information mgardmg ‘British,.
American and Foreign Stocks, Corporation, Colonial and Govern-
ment Securities, Railways, Banks, Canals, Docks, Gas, Insurance,
Land, Mines, Shipping, elegraphs. Tramways, Water- works and
-ether Companies. Published Annually under the sanction of the
‘Committee. . Price 50s..

STRONG, W.R. .
Short:Term Table for agpm‘tlonmg “Interest,  Annuities’

Premiums, etc., etc. - Price §s."
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, ‘G.. HERBERT, and CAUTLEY, HENRY

Rules and Usages of the Stock Exchange. Containing the
- Text of the Rules and an Explanation of the general course of
business, with Practical Notes and Comments. Third and

. Revised Edition. Price 6s. net. :
.. Wlodern Cambist. A Manual of Foreign Exchanges. The
Modern Cambist ; forming a Manual of Foreign Exchanges in the
various operations of Bills of Exchange and Bullion, according to
the practice of all Trading Nations; with Tables of Foreign
Weights and Measares, and their Equivalents in ‘English and

- Freach. ) # ‘ ‘

_..% A work of great excellence. The care which has rendered this a standard work le still

exercised, to cause it to keep pace, from time to time, with the changes in the monetary
system of foreign nations,"—1'he Limes. :

’ « Twenty-third Edition. By HErRMANN ScHMIDT. Price 125,

Counting House Guide to the Higher Branches of Com-
. mercial Calculation, Price 7s. 6d.
'TAYLER, {. ‘ .
" Red Palmer. "A’Practical Treatise on Fly Fishing. Fourth
Edition. Price 1s. 6d. net. ‘ ‘
A Guide to the Business of Public Meetings. The Duties
-and Powers of Chairman, with the modes of Procedure and Rules
) of Debate. "Second Edition. Price 2s. 84. net.
.+ The Public Man: His Duties, Powers and Privileges, and
) how to Exercise them. Price 3s. 8d. net.

THOMSON, R. T.

' The Workmen’s Compensation Act, 1897.- A plea for
revision. Price 2s. 6d. net. : )

YAN DE LINDE, GERARD. ,

. Book-keeping and other Papers, adopted by the Institute
- of Bankers as a Text-book for use in connection with their
o Examinations. New and Enlarged Edition. Price 6s. 6d. net.
YAN 08§, 8. F. . |
~ American Railroads and British Investors. Price 3s. 64. net.
. ~Stock Exchange Values: A Decade of Finance, 1885-1895.
Containing Original Chapters with Diagrams and Tables giving
Reviews of each of the last Ten Years—Trade Cycles—The
Course of Trade, 1884 to 1894--Silver—New Capital Created,
1884° to 1894—The Money Market, 1884 to 1894—Government
and Municipal Securities—Colonial Securities—Foréign Govern-
ment Securitiecs—Home Railway Stocks—American Railways
—Foreign and Colonial Railways and Miscellaneous Securities.
Together with Charts showing at a glance prices of principal
securities for past tcn1 ears, ;3: l-;ig?est and Lowcs;éi)r‘ices
year by year (1885 to. 1884 inclusive) of e¢very security officially
guot__eg{m the Stock Ex\%gc, with dates a;yd extreme fluctua-
tions (extending to over. -pag?s of Tables), compiled by Frede.
. CyMathieson & Sons.” Price 18s. R
L K ytiyetally interes chronidlé of financisl svents duri ast ten years; ..,
“We hﬁﬁ:&mnyﬁywiiu: c:mm;ﬁdi%cjn‘gm frﬁ!'yet-cb_chmpﬁe%ﬁ‘m "y o

net.’
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‘WALLACH, HENRY.

West African Manual. With 2 Sketch Maps. Fourth Edition,
Enlarged. Price 4s. net.

'WALLIS, E. J.

Thirty Full-page Illustrations of the Royal Botanic Gardens,
Kew, from Photographs taken by Permission. Price’ 2s.43d. net.

‘WARNER, ROBERT.
Stock Exchange Book-keeping. = Price 2s. 64. net.

WARREN, HENRY.

Banks and their Customers. A Practical Guide for all who
keep Banking Accounts, from the Customers’ point of view. By
the Author of ¢ The Banks and the Public”. Fourth Edition.
Price 1s. net.

WHADCOAT, G. C.
His Lordship’'s Whim. A Novel.. Price 6s.

WILEMAN, J. P., C.E.

Brazilian Exchange, the Study of an Inconvertible Currency.
Price 5s. net.

WILHELM, JOHN.

Comprehensive Tables of Compound Interest (not Decimals)
on £1,; £5, £25, £50, £75 and £100. Showing Accumulations Year
by Year for Fifty Years at Rates of Interest from 1 (progressmg 1)
to 5§ per cent. Price 2s. 6dJ. net.

WILKINSON, T. L., Solicitor.

A Chart of Ready Reference for Office Use, showing at a
glance the Returns to be made and Registers to be kept by Com-
panies Registered under the Companies Acts having Capitals
divided into Shares. Price 3s. 6d. net, post free ; mounted on
linen and varnished.

WILLDEY.

Parities of American Stocks in London, New York and
Amsterdam, at all Rates of Exchange of the da_y. Price 2s.

WILSON.

Author’s Guide. A Guide to Authors; showing how to
correct the press, according to the mode adopted and understood
by Printers, On Card. Pnce 6d.

Investment Table : showmg the Actual Interest of Profit
per cent. per annum derived from any purchase or investment at
rates of interest from 2% to 10 per cent. ' Price 2s. net.
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WOODLOCK, THOMAS F.
The Anatomy of a Railroad Report. Price 2s. 64. net.

- “ Careful peusal of this useful work will enable the points in an American railroad report
"0 be grasped without difficulty.”—Statist.

'WRIGHT'S

Yield Tables, showing the net Return on Investments in
Shares. Price 2s. net.

RECENT PAMPHLETS.

Expansion of Trade in China.

By T. H. WaiTEHEAD, Member of the Legislative Council, Hong-Kong.
Prnce 1s.

A Century of Copper.

Part 1., Statistics. By Nicor BrowN and C. CorBETT TURNBULL.
(Out of print.) )

Part 11., Expansion ofsthe Industry; Cost of Extraction; Uses of the
Metal; Distribution of Ore, etc. Price 5s.

Corn-Trade and Option Markets Considered in Relation to
Social Economic Problems.

By F. HammesrAaugr, Price 2s. 64.

Indian Currency.
An Essay. By WiLLiam Fowrer, LL.B. Price 1s.

The Indian Finance Difficulty.
A Solution. Price 6d.

Suggested Alterations in the Bank Act of 1844,

By an Ex-BANK MANAGER. Revised Edition. Price 1s.

\

Cost Price Life Assurance.
A Plain Guide to Offices yielding 2 and 4 per Cent. Compound Interest
per annum on Ordinary and Endowment Policies. Third Edition.
By T. G. Rose. . Price 6d.

‘The Currency of China.
(A Short Enquiry) By James K. MorrisoNn. Price 1s,

Useful Informa.twn for Gold Mining Inyestors.
" By R. H. CHARLTON. Pnce 1s.

From Veld and “ Streat ”.

Rhymes more or less South’ African. By M. E. GREVILLE. Price 1s,
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Painphlets, etc., on Bi’metalliqm“

BULL’S CURRENCY PROBLEM AND lTS SOLUTION.
Cloth. 2s. 6d.

DICK'S INTERNATIONAL BULLION MONEY Prﬁ&e 64.

DOUGLAS (J. M) GOLD AND SILVER MONEY A Vita"

British Home Question, with Tables of Average Prices of Commodmes
and Silver from 1846 till 1892. Price 8d.

GEORGE'S THE SILVER AND INDIAN.CURRENCY
QUESTIONS. Price 1s. 8d.

GOLD STANDARD (THE). A Selection from the Papers
issued by the Gold Standard Defence Association, 1895-1898. Price
2s. 6d. .

LEAVER’S MONEY : its Origin, its Internal and Internationa’

Risc and Development, Price 1s.

MEYSEY-THOMPSON’S (Sir. Henry M., Bart., M.P.) PRIZE
ESSAY. Injury to British Trade and Manufactures By Geo.
JAMIESON Esq. Price 6d. .

MILLERS DISTRIBUTION OF WEALTH BY MO‘NEY.

Price ls.

MONOMETALLISM UNMASKED: OR THE GOLD MANIA
© OF THE NINETEENTH CENTURY. By A Semon Oprmn 6d.

NORMAN'S PRICES AND MONETARY AND CURRBNCY
EXCHANGES OF THE WORLD. Price 6d.

NORMAN'S SCIENCE 'OF MONEY. PrlCe Is.

NOTES OF MONEY AND INTERNATIONAL E"XCHA‘NG’ES.
" By Sir'J. B. Pugar. Price 1s.

PEARSE’ 5 RUDiMENTS OF THE CURRBNCYQUFSTION
‘ e\plmmng the principal terms used in. the. ‘Currency Controversy.’. By
WiLLia%. PEARSE, Price 8d.
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SCHMIDT'S SILVER QUESTION IN ITS SOCIAL AS.
PECT. An Enquiry into the Existing Depression of Trade and the
present position of the Bimetallic Contrmersy By HERMANN ScHMIDT,
- Price 3s.

SCHMIDT" INDIAN CURRENCY DANGER. A criticism

of 1he proposed alterations in the Indian Standard. Price ls. 6d.

SEYD'S SILVER QUESTION IN 1893, A Simple Explan-
ation. By Ernest Sevp, F.8.8. Price 2s., cloth.

SEYD’S BIMETALLISM IN 1886; AND THE FURTHER
FALL IN SILVER. By Erxest J. F, Seyn.  Price Is.

SMITH'S BIMETALLIC QUESTION. By Sam. Swims, Esq.,
M.P. Price 25. Gd.

SOWEhBY’S THE INDIAN RUPEE QUESTION AND
HOW TO SOLVE IT. * Price 6d.

THE GOLD BUG AND THE WORKING MAN. Price 64.

TWIGG'S PLAIN STATEMENT OF THE CURRENCY
QUESTION, with Reasons why we should restore the Old English Law
of Bimetallism. Pmcc 6d.

ZORN'S THEORY OF BIMETALLISM. Price 34.

AGERS TELEGRAM CODES.
The A Y Z Telegram Code. Consisting of nearly 30,000 Sen-

tences and Prices, etc., with a liberal supply of spare words, for the
us¢ of Bankers, Brokem, Manufacturers, Merchants, Shippers, ete,

Prtce 165. net.

The $im R,lex Standard Telegram Code. Consisting of 205,500
.Céde Words. Carefully compiled in dccordance with latest Convention
rules. Arranged in completed hundreds. Printed on hand-made paper;
strongly bound. Price £5 5s.

The Duplex Combination Standard Gode. .-Consisting of
150,000 Words, With a Double Set of Figures for every Word, thus
aﬁardmg opportunityfor each FigureSystem of Tclegmphmg to be used.
-Every word has been comp:led to avoid both literal and telegraphic
similarities. Price £4 4. e
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The Extension Duplex Code of about 45,000 more Words.
These are published with the view to being ecither used in connection
With the * Duplex,” or for special arrangement with the Figure System:
for PrivaTE CODES by agreement. Price £1 1s. )

The Complete Duplex Code, of 195,000 Words in_Alphabetical
la)nd Dzul-wle Numerical Order, i.c., the above two Codes bound together.
rice £5 5s. ¢~

Ager’s Standard Telegram Code of 100,000 Words. Compiled
~ from ti}::‘e Languages sanctioned at the Berlin Telegraph Convention.
Price £3 3s. .

BAger’s Standard Supplementary Code for General Merghants.
The 10,250 Words with sentences. In connection with the ¢ Standard ™.
Price 21s.

Bger’s Telegram Code. 56,000 good Telegraphic Words, 45,000
of which do not excced ecight letters., Compiled from the languages
sanctioned by the Telegraph Convention. Third Edition. Price £2 2s.

Ager’'s Alphabetical Telegram Code. The Code Words in
sequence to the 150,000 Words in the Duplex Standard Code. Price 255,
Two or more copies, 21s. each. ‘

N.B.—Can also be obtained bound up with the Duplex or Prefix Code.

Ager’s Telegraphic Primer. With Appendix. Consisting of
about 19,000 good English and 12,000 good Dutch Telegraphic Words.
12,000 of these have scntences.  Price 125. 6d.

Ager’s General and Social Code, For Travellers, Brokers,
Bankers and Mercantile Agents. Price 10s. 6d.

TELEGRAPH CODES.
OFFICIAL YOCABULARY, BERNE, 1894. A few copies of

the Original Edition. Price on application.
Anglo-American Cable Code. Price 21s.

Bishop’s Travellers’ Telegraph Code. Specially for the Use of
Tourists. Compact and bound conveniently for the Pocket. Weight
only 2 0z. Price ls. nct.

Broomhall’s Comprehensive Cipher Code. Mining, Banking,
Arbitrage, - Mercantile, etc. =~ Arranged for nearly 170,000 Phrases.
Price £3 13s. 64. Cloth. Limp leather. Price £4 4s.

Figure Code for Stocks and Shares.
To be used with the “ Official Vocabulary,” or any similar list of
numbered Words. Price 42s. ‘

Hawke's Premier Cypher Telegraphic Code. - .
100,000 Word Supplement to the Premier Code. Price 10s. 6d. net.
" {See back page of this Catalogue.) : ) E
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Lieber’s. Standard Telegraphic Code.
Price 42s. net.

McNeill’s Mining and General Telegraph Code.

Arranged to meet the requirements of Mining, Metallurgical and Civil
Engineers, Directors of Mining and Smelting Companies, Bankers,
Brokers, Solicitors and others. Price 21s. net.

‘Mor8ing and Neal’s General and Mining Code.

For the Use of Mining Companies, Mining Engineers, Stockbrokers,
Financial Agents, and Trust and Finance Companies. Price 21s,

Official Yocabulary in Terminational Order.-
Price 40s, net.

One-Word “Firm Offer’’ Telegraphic Code with One-Word
«“§ Offers’’ Reply Code.
Price 7s. 6d.

Scott’s Shipowners’ Tglegraphic Code.
New Edition. 1896.  Price 21s. '

Stockbrokers’ Telegraph Code. Price 5s. net.
Watkins’ Ship-broker’s Telegraph Code.

Price £4 net. Two copies, £7 net.

Western Union Telegraphic Code.
Universal Edition. Leather, 65s. net; cloth, 60s. net,

Whitelaw’s Telegraph Cyphers. 338,200 in all.

400,000 Cyphers in one continuous Alphabetical order. Price £12 10s.
202,600 words, French, Spanish, Por tugucse, ltahan

and Latin. Price . . 150s. each net.
53,000 English words . . . . . . . 50s. ,,
T 42,600 German ,, . . . . . . . 505, ,,
40,000 Dutch SN . . . . . . 50s. ,, "
338,200
68,400 Latin, etc., etc. (Original Edition), inc‘luded
in the above 202,600 . . 60s. ,, "
25,000 English (Original Bdntxon), mc.luded in the
above 53,000 . . 40s.

22,500 of the English words, arrnnged 25 to thc_
page, with the full width of the quarto pagc
for filling in phrases . . 60s.
i4,40 ‘of the Latin words arranged so as to re- ’
present any 3-letter group, or any three
2-figure groups upto 24 . ., 8. o



Medium 4to, 500 pp. Cloth, price 10s. 6d. ne..
THE

PREMIER

CYPHER TELEGRAPHIC
CODE

Containing close upon 120,000 Words (from A to M,
specially selected from the Berne Official
Vocabulary) and Phrases.

THE MOST COMPLETE AND MOST USEFUL CENERAL CODE YET PUBLISHED.

COMPILED BY ‘

WILLIAM H. HAWKE.
SOME OPINIONS OF THE PRESS.

It is calculated to save expense by making one word do the duty of two to five
words as compared with other codes, without trouble or loss of time. This result
has been obtained by introducing novel and simple methods of tabulation,  The
scope of the corle is a very wide one, and makes it suitablc to the traveller as well as
to the corunercial man,”— 7elvoraph.

“Is distinguished among books of its kind by the unusual width of its range.
For the rest it is a careful work, which keeps constantly in view the practical needs of
men of business,’”.—Scotsman,

“The code is certainly a marvel of compreliensiveness, and at least the translation
of messages would appear to be easy, owing to the xvsu M of initinl words and cross
refurences embodied in it, and the conspicuous headings.” —Alanchester Guardian.

“An extremely valuable cypher tclegraphic code,  The saving of expense is, of
course, the primary object of a code ; but another consideration with Mr. Hawke has
been to arrange o code so that what is rcqulred to be transmitted can e sent with
the least possxhle trouble and waste of thwe. " —-Financiol News,

* This compilation is excellent in choice of messages and simplicity of arrangement.
Those who have had to deal with other codes will appreciate this point.  Particularly
admirable are the joint tables for market reports, which can give quotations and tone
in oneword., What with careful indexing to the matter and ingenious simplicity this code
is certainly one of the best we have yet seen."—Skigping Telegraph, Liverpool.

*“ An Vollstandigkeit diirfte es von anderen Werke gleic her Art kaum Gbertroffen
wurden ‘—Frankfiirier Zeitung,

‘The systems of tabulation are simple, and the general appearance of the
volunw seems to confirm the clain that this is by far the most complete code ever
issued,” — 7 /Mm'u, Chicago.

*“ Mr., Hawke's long expenence as an cxpert in telegraphic code systems is a full
guarantee of the excellence of the ¢ Premier Code’."—ZLiwverpool Courter,

Now Ready. Medium 4to. Cloth, price ros. 6d. net,

100,000 WORD SUPPLEMENT TO THE PREMIER GODE.

Words specially selected from the Berne Ofﬂolal Vocabulary, v ind
alphabet from M to Z.

LOMPILED BY WILLIAM H HAWKE.

For special Tables for Offers, Buying, Selling, etc., the Five Figure
System, worked in conjunction with Keys of Words, numbered from 00,000
to 99,999, and 2440 Reserve Words for Indicating or Catch Words or Specml‘
or Temporary Tables, does not clash with the Premicr Code.

These two volumes contain between them all the telegraphically good
words of the Berne Official Vocabulary, as they have been selected with
the greatest care.

LONDON : EFFINGHAM WILSON,
ROYAL EXCHANGE.
















