


CR ISES, COMMERCIAL

Th. nOltt lItlri01lJl....
oal order, took pIaoe q
hlatory of th e oven" .... . ,..
an ia found in Tooke (
I' 303). A great ad......
bigh range of pri_ in tIdt
whil e on tb continent tIIe,
the operati on of the M&_:~:~
them high here (see CoN
dueed merchants to make lP'I*
come or elude th e obllt.cl. ..
importations took plaoe, a llNU
followed, 8Q groat that In -,
importer, afte r paying for the --.
on importstion, waa left with
to meet th e previ ous coet.
tota l stop was put to tho oxparll
country to the Baltic. Here, ..~
all th o incidents which lead to a
were present. "So many o,iI''OlI.... ..
larg e a scale, combining in the IIlIII*
the fall of prices, the reduction of
and the destruction of credit, wore
more rapid than werebefore, or 11&.­
known to have occurred within 10
of ti me." In Augus t 1810 IImlI'Il
of banks, and of important bum­
were reported (month ly OomfMl'Gi8l
Angust 1810). It is stated-"lIpOlllllii iil
Spanish wool, an &rticl~ which h.. faIIIa
50 per cent, are considered aa the
those unloc ked-for disasters. FiT.
houses have stopped payment in the
we are sorry to add, have in volnd
indu strio ua porsollO, both in towu and
in th eir min . Tho demsnda upon
houses M e said to amount to two~
it is supposed th at their real property
mutely cover all deficiencies. S_
ports to South America are the rook ...
th ese houses have spli t, In ooll8lll
th ese un expected events , publio~
present moment as low lIS ever It baa"­
memory of man ." Th e report _
December 1 10-"A numerioa!e~
preseut state of trade may be docbtoed
numb er of bankruptcies in the /Aft4MI
Th ey amounted -s-

Thi s month in 1
Th e same month 1 011.. 1

" " 1 08 .. 1"
" 1807 .. .,
>J " 108,,"
II " 106"
II H 104.,

besides otoppsl(eo and compoodlllES
number to half th e traden III
Th_ failu"" thronghou -=..ta1the"'''i!~
wonllerfnlly aWroted th e ID

dellCription of g<lO<h:and ..
<'Ontldnee .. iau bet-..- tile . .....
tho • port men:hant · (1
I' In our 1 t report

the "&1ue of sueb proper ty seem",1 .to be lUIlll­
hiiateoJ in the ltloomy pprehenll on8 of th
•inking 8 t e of tho ,·ounlty . tU ClODl ID erce and

Ill;...tun . sud th ose who had ,",y money,UHUl ...., ........ , •
not knowing with whom th ey could I'laco It

ith oafetv k ept It unomploy.. l and locked up
~ tlll ir ~ti(Pi. " At a lUl(ltiU~ of .o we of th
,rincipM m"r<'hAuts and trad ,'''' in the city
l~8"i \ pril17 11;J) tho !o,?v"nl mellt Wall . ask ed to

»:..bt busim ~ houses of rea l tSUUtantJal stan d ­
ing by ",h"n, '<' O!'exchequer bills, To this
'I r. I'it r, the a pr uue minister. agreed r th e
rcsuit entirely justified his resolu tion . ,. Th e
.erv tiM iutiuiatic u of the in tenti on of th e
I J:i,1 tur e to support the merchants opera t ·,1
.11 v' e the country like a char m, and iu a
;;_ t degree supersed ed th o neces ity of th o

lief hy an almost iuatent sn cous restorati on of
mum 1 ,·onfidence." A similar plan to th at
\ lopt••1 in London was pursued in Li verpool.
md !",rliament snthorlsed th e corpora tion of
Liverpool to is 'no negotiable notes to the
unouut of £~OO,OOO in support of t he credit
of iu .lh'; ,illals. Tooke mentions (History of
Pr ices, vel . iv, p. 2(2) that in 179~, al th ough
the han k rate of discount was n ot r edu ced
oelow 5 per cent, the market ra te had fall en
to, or below, 3 per cent per annum, and t he 3
I'd cent consuls had reached 9it in th e March
of that year . " This comparat ively low rate of
in terest had be n, in some degree, both a cause
:lJl'! an e!fect of th e great extension of th e
coun try bank syst em, which about th at tim e
took place." '1'00 heavy advan ces on insuffl­
i-nt or inconvertib le securi ties, and an over -

stimula ted spir it of mercantile en terp rise, appear
to hav e been the causes of th is crisis.

During the year 179 6, and at the commence­
ment of 1797, a severe pressure in th e money
market, extensive failures of banks in th e
north of England. and grea t mercan tile dis­
credit preva iled. Th e difficulti es experienced
were very great. At a meet ing held in the
city, 2nd April 1796, resolution s respeetin g t he
.. alarming carcity of money" were passed,
Iln ~1 affirming ". th at this scarcity proceeds
"blefly, If not entirely, from an increas e of th o
"ommen: of th e country, and from th e great
diminution of mercantile discount which th e
Bank .01'England haa th ought proper to intr o­
dure III the conduct of that establishment
,Iuriog the la t threo month s." A plan was
drawn ~(l for a board to be consti tu ted by act
01 parliam nt for th? support of e..xlit, Tb ey
were to I .. ue prorrussory notes, pl\y&l>le.i:
m;'n ths ncr dat e, bear!lI/( inter est &t the ....t e
ot £ 1 : 1 ": }I( T "'put per annum, upon reoeiving
the .. hlOm gol'l awl silver Bank of Enl(lan.1
nr)tp. • Ot' 10 bill" of eXt'b f\n~e not h.vin~ m Uff'
~ t1>,,·. month . to Mill (Took• . Jl i.'l1»ry..,.

.:~. vol. I. 1'. 201). Thi . I'rol" I w n~t
(!&mo. l out. Th e ll rnNU rf\ waa &g,(Ta Y&ted to
groat ax nt ,,)' slorl1llll>r.val ent at th e tim
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had .to be paid by merchants . Thus tho freight
and lnourance onhemp from th e Balti c to London
w.... 1809 . in some inst&nees from £{O to £50
I.. r ton. The charg e of conveyance of silk from
Ha.!! to Havre amounted nearly to £150 per bale
of .f? lb. The following c........ referred to,
OCCIUTlJlg between 1809 and 1812 are ow n
more 8xtraurdinary. It Th e c1l&rgu 'of freigh ts
and French licence on a vessel of littl e wore than
100 toos burden, have been kn own to am oun t
to £50 .000 for th e vOY&l(e merely from Calais
to Lo~don and back; this made th e proporti ou
of fTlllght on . indigo ~monnt to f.. 6d. per
pound. A ship, of which th e whole cost and
out fit did not amount to £{OOO earned a gross
freight of £80 .000 on a voyage 'from Bordeaux
to London and back." Tooke says of this
period (lli ..wry of Priu'.voL iv. p. 2i3) , " the
commercial distress and baoking discredit of
1810- 11 nearly equalled. in point of inten&ty,
th ose of 1792 and 1825 ; and the 1..... caused
by th e fall of pri ces in 1810 were, I aminclined
to think . great er than th ey had boon at any
former period . In the still more violent fluc­
tuati on of pri ces which took place between
1812 end the close of 1815, it is possible that
the losses were great er; but there was not then
any such sudden and extensive revulsion of
credi t and commercial distr ess as occurred in
1810-11. "

The next serious crisis occurred in 1825,
oue of the most severe th rough which the
commercial and bankin g systems of th e country
had ovcr passed. At tb is date sp<eulat ion ran
very high , for the most pert in loans and mill,
ing advent ures, and other invest.ments abroad.
The foreign eXeh&Dges were 80 much depressed
as to be the cause of &nearly continDous drain
on the bullion of the bank. This foreign drain ,
Tooke rema rks, was not count eracted by any
operation of the bank ; it. was suffered, he
observed. to run its course. till 1t ceased of Ita
own accord, that is by simpl e eOlu:<, towardo
th e close of the summer. Many and hoavy
banking failures and a state of commercia!dis­
credit , preoOOed'and formed th e earlier ,stage of
th e pani e. The tendency to speonlation• and
th e undue extension of credit, It'as preceded.
probably caused, and certainly . favoUred ";,,.1
promoted by the low rate of mterest whie!'
had eri8~ for some time preVlou.ly ; andthia
low rata of interest was apparently prolon~
by tho operations of the Bank. of E,nll~
F

'l 'ty of banking accommooation whichacl I . us! f vouredan-
E"~ h'lted for some tim~ preVlo y, a
due extension of cn-dit- d 'meultieo

This grsduaUy led on to the groat 1

of the year. k red ced ita
In the summer of 1822 the ban D Tho

rate of ditlcOunt from 5 to f pot ....ut-
of th e rate of intereot iJ marked by the

(·ou.... . f th a­
following st&teIIlent of the pnce 0 0 rr:

CODtpublic funda.

ptciN' within th o l... t month oompered
oimiJar",onths for sew n years back ; and

..... t to ...y that th ey stil l ontinue to in­
in uumber, ami that eonfldeuee in th e
til - " orl,l ""O Il1B nearly "t an end. . . .

Lane hire the eot t n mau utactu rers "'PIlCllr.
u..1 t.' f,'lUOtte.. ... wen ss by private ill-

rion. tv be f.:l"Mly d istressed , aud buain e
t s nd. In Man,·h,·.t .' r and oth er
house stop not only wry day but

h ur, Cotton wool i in no demand at
"OI'ICC. ami no e. port of the manufactu red

xc pt a [ow fine sorts to Rio, etc , The
of Birmmgham. helfield, etc .• quite at a
, end no rdera for ex uti on th ere, except
for our h me consumptio n." A reference

Ih liemen ry debate in th e spr ing of
11will show that this is no exaggerat ed de­
·ption. A select commi ttee of th e Hou .. of

mons made inq uiries int o th e sta te of com­
-ial credit, and repor ted tha t the statem ents

10 the great emba rrassmen t and distre ss were
tMu>d on fact, and that i t .. had arisen out of

t and extensive speculation s, which com­
_ 1upon t he opening of th e South American
..... ket in the Brazils and elsewhere, to th e
... ntnres of Briti sh merchants ." Th e chan ­
.n or of the sxchequer (H on. S. Perceval) reo
Jmedto the snbj ect in his speech during th e

te on the Commercial Credit Bill ; and aft er
1IlIDtioning the report of th e select committ ee.
100eentinued, "th e distress, 'originating with th e
-.c hant, and disab ling him from paying the
......ufaeturer, was felt most severe ly by th e
..,uf actur er and th ose employed by him . All
tIloprincipal manuf actur ers had been compelled
til contract. and some wholly to suspend. th eir

ks. It appeared by th e report th at th ere
scarcely a cotto n manufactu rer in th e king­

lIomwho had n ot ilimin ished by one half the
am ber of personsemployed in his mills ; and
tIIatm ny of the smaller manuf actu:rers had dis ­
:t1lI>rg<!d their people &Itogeth er." Th ose em­

ed by the man ufacture rs who still carri ed on
. were retained. at lower wages, and "th e

calamitous distress" is described as prevail-
in many of the ma n ufactu rers •ilistri cts. The

ercial troubles of th e tim e were not con­
to the United Kingdom; th e condition of

e in th e united States was fully as bad.
e quotes a letter from N ew York . da ted

th February 1811. which sta tes that: .. Such
Cormoney were never kn own, and all con­

among merehsnta is totall y, and ind eed
justly, destroyed." Thi. crisis app<ars to
been one of great severity i in r eferen cE"to

_ to th e fur ther auf! even heavier tr oubles
1825 tho very arti ficial conditions of basin ...

by th e r.. t riet ions on trsde Imposed hy
lfeat war waged at the commencement of
.. tury in Europe, must be borne in mind.

gI.... (Hi.w"'1/of Pritts. vot. i. rr. 308-
_y detail" of the he", ')' charg". which



'1 13;
1823. 3rJ Allfl. But

l . t J uly SQ.
I' '1."'1October

..." 8tl]~2 4. bt January
~n,l April 94;
~sth .• 91* (the highest )
. 'memher \lll1

1~ :,~ Janu . rf . 114;
1 26:14th Febnl3f) 73 . (the lo",...t)

The gnat ." nty of the pressure exte nded
•' r a WrY hort tim e. hardly mor than

~~~t: "ks~ ome banking failures, pr inc i­
p.illv in th e province, in the mont h of Decem­
ber: re tollo ed by the failure .of severa l

nk- 10 London. A severe drain on the
res- ur > of th e bank of England took place­
•. the lowest sm ount of th e hank trea ure WIlS

on th 21th of December, viz.,
Com £426,000
Bullion • 601,00 0

£1,021,000
" The accidental discovery, for such it was
said by Mr. Harman, in his evid ence in 1832
(Bank Chart er Report, 1832) to have been, of
an amount of £ 1 not es which had been put
away in th e bank was, doubtl ess, a fortun ate
cireumst ance ; for, althoug h the sum was not
large (between £100,000 and £ 800,0 00), it
served to meet the peculiar di fficulty of t hat
tim e, which consisted in an extens ive discred it
of th e small not e country circulation . And it
is probable that it had an immediate and very
great effect in stopping t he deman d from the
provinces for gold " (Tooke, H istory of Prices,
vol, iv , p. 343). Though the period of pres­
su re in 1825 WIlS so short, it had been preceded
by considerable and extra vagant speculations
in foreign loans and shares of companies,
mining and commercial. Besides several min.
inN companies for operation in Mexico , Chili ,
llrazil, Peru , and th e provin ces of Rio de la
Plata, "so great was th e rag e for specula tio n
that, in th e CO\lJ"<eof a very few weeks, in the
early part of th e year (1 24), the following
undPrtakingq, among others, were brought for­
w rd in London, an.l found subscriptio ns court.
ing th eir acceptan ce :-The Alliance Fire and
Life In surance Company, with a capital
of £4,000 ,000; the Palladium Fire and
Life Insuran ea Company, with a capital of
£~,OOO,O?o: th e British Annuity Company,
wh'...,cap,tal was £3 .000,000 ; the ~Ietropolitan
Inv- stm ent Company, with & capital of
.t;l,OOO.OOO:. the Thames and his Ka\ igation
( "m1"'oy, WIth a capita l of £120.000 ; an Ale
Eft"Hr)' A -ciaticn, with a capital of £200,000;
0. company for obtaining from governme nt a.
~nt 01 a million of acres in New Soutb

al... , and for iWl'ruvillg the growth of wool ,
an 0. oci ti f'; h .1 h ('11\(In or t e cutt ing a.cana l aeff\M8thetitmu (,f DariN! " [a curious eru icipe t ion or

ie atte ",pt mad. to join th e Atl anti c and
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to roUf yearl 1826." S 2 e £.1lSll).SS • &i,OOO 817,000
8,629.000 2,167,000

I 10 UJ:u.a'f 4S,~:rJ.OOO 10.880,000
.. .. Itl8S-41 14 oIMIi000to 'wo y.... 1842-4' • I 3,614,000

10 une lear 1846 g.173,OOO .,$86,00017,870,000 17,870,000
t~ 6O.8:!.JOOO 8O,8"l.,OOO
~v I Sll,09G,ooo lS'l, 09G,OOO

BallwOJ capital

Tb e enormous increase in this class of expendi­
ture, after 1841.43, explaina of itself great part
of th e ~onelAt'! difficulti es which succeeded.
Tooke. gtves (Hiltliry of 1"rioa, voL iv. p. 314)
an estimate of th e actual outlay on labour and
materia ls of milway s about this period which is
very ins tructi ve.

Estimated Outlay on Labour and Materi&la
• (Railways).

1841 £1,176,000
1842 2,884,000
1843 3,548,000
1844 4,880,000
1845 11,280,000
1846 . ' . 29,188,000
1847, first half-y.ar 20,560,000

After an outl ay which in tbe first half of
1847 had been nearly two-thirds of tb e wbole
of that in 1846, this class of expenditu re was
sharp ly arre sted. The effect of tb ese different
operation s-(I) a sudden immensely increesed
outlay of capital on fixed investments; then
(2) an even more sudden and sharp step put to
thi s outl ay-on the business of the country may
be well und erstood. Meanwhile, simultaneously
with this double derangement to the ordinary
courseof transactions, a wild speculation in rail-
way stocks went on.

Some idea of this may be obtained from a very
careful paper read before a meeting of the Sta­
t isti eal Society, January 1847, by Mr. Dawson.

"'B etween Marcb and September 1845 joint-
stock speculations for th. immedia te inveatment
of capital were set on foot, involving a larger
aggregate amount than had ever before been .80

involved in this country. The amount to ra180
which for railways alone, tb e sancti on of parlia­
ment ~ actually applied for in the. following
session exceeded £3 40,000,000 ster ling· And
i f we U:clude all th e new scbemes in which.acrip,
or lclters of allotmen t , were actuall y selling m
tbe mark et at a premium in July, August,~
Septe mber 1845, the amount cannot be esti -
mated at less than £500 ,000 ,000. .

" Many of th e schemesof 1845.-h~ ~ high
mium within a few weelm after theIr ~e ;
~ all th ooe first in the market, and haVllll
any aubetsDtw merit, ..- raised;OOIIBid-oty
above their true -nolue. For~ tlae
LeedIand TblrBkRai\way--.£60 eb-. _wItIt.
only a depoeit of £2 : lOs. pal.d- wweaelliJrI
JlaTchat £ll : lOs., in September at .tiS : 1
andin ovember at.t4 : 158. par....

10 generally th ere was no wen t. of IWlOOm·
tr;:'b"n; and the utmost ~te th..t w~ heud

(j .n d i per cen t for fait conlluerow bI1le
&);1-rate I"wtb . And , with t he exceptio n

JD~'Kl ~ ,1 "Jt\t"ntilllll'd. th ere was uepn S8lODIn th e
. r: orprl>l..hll'l':' Th e d('rl\n~'1}mcnt of trad e
I , ~ (j . 3 i. ...s well th at of I ll39, ..ppeara to

n but ~li rht.
Of " f r dill « , ut charor ter " as tbe CI1lWl

• lbe y r I 17. As " ... th e case before
lri,..!~ of 11.:~5 came on, a eon iderable
I of ' ! ·culati· . adi, ity, fostered by a

rs for Uloney. 1'r,"''''' OO this crisis also.
th r Cll'\:Utll>t" UL'6I,,," to be noticed. The

at t of ~ir R. Peel came into operation
, l,t 'Ulb< r 1 H . 'l'b e aut omati c arrange-
t tor th llL,nagement of th e n ote circulati on

" Ichth.t ct introdu ced t ook away from th e
ora like any power or any responsibili ty

rhe " ",gul.no n of th e CUlTency" 80 fat as
thi> nsisted of th eir not ..s, This responsi­
bility being removed, th e old arrang ement by
" ich a fixed or ne"rly fixed r at e of discount

• 11>..... lIy cbarged passed away as well. Th e
deJ,&tld for money being extre mely slack at th e
time, a charge of 4 per cent , as their rate th en
was, had kept the bank en tire ly out of th e
IlWket, On 5th September 1844 th e rat e was
lowered to ~~ per cent for first·class bills, with
..,t more tha n ninety -five days to run, and to
S per cent for notes . 13th Match 1845, th e
tate was placed "t 2 ~ per cent , both for bills
III1d notes, a lower rate than had ever been pr e­
N osly ebarged . The publish ed rat e was also

tbe first time sta ted (March 1845 ) t o be the
minimum rate, and this form of announccment

been continued ever since . Tb e fact that
the""ukcompeted now, pra ctically for tb e first
tim. , witb tbe bill brok ers in tb e open mark et

.. nry importan t factor . The bank soon
me a large holder of commercial bills, and

ex , a great influence accordingly. Mean·
Y ile several other causes h ad contrib ut ed to

tringcncy of affairs which deserve atte nti on .
.h causesare usually t o be traced to reasons

whteh have been in existe nce for some tim e
vion,ly. Pr eviously, both in 1825 and 1847 ,

dersble reductions ha d been made in th e
~st paid on th e public funds . Tbis had in
82~ ll~e effect of turn ing people's minds to

. ll(ll m v- ments . I n 1 47 speculatio n was
fly directed to tb e development of rail ways
other improvements at home. " I n social
financial interes t and importa nce ra ilways
~rp..ss the other agencies of trans port. Th e
hr,n of the present century , they ha ve con­

t~ll:r!l,ply to pr omote its special characte r­
. Pr of, Bas ta ble , Public FillaneJ',Lond on,
, Ilk, ii. ch, ii i. § 12. Up to 1846 th eir

harl been slow.
e amounts which parliame nt had auth ori8ed
ay companies to raise are given in porter' ,
... of Ow Nati"", p. 327, as follo_
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D FIN .&lICI1I

2nd Aug. 5

5th
"2ud Sept,

23rd
"

lst Oct.

25th
"

8

22nd Nov. 7
2nd Dcc. 6

23rd
"

5
"1848.

27th Jan . 4
"

Th e announcement of 1st 00t0W
advallCes wonld be made OIl JJQbII '
produced (see &mom iM, 9th 60WJe
s..-ere pani c on the .t ""k :exo~"':.:~
wa.' no failure of a banlt,
tha t of Cockburns B.DdCo. 01
13th October, when KDapp .... 0..
don !lWll"'nded payment. Oa
th e ROl'a! Bank of LiftqlOOl
23rd October ot her im~
took !,lare at Livcl'}'OOJ,~... __
&n,ll n th o W.. t of EngIaD4. •
which had.lood at ....

Cwla.
Wb... t , ,'.. .. .. a,m,ltll ,
Wbcat mf'al and Fl our H6....
1lalze . . 261,oer

L..-- __ a

Th e corn merchants, who lor
gre"t difficulty in obtalni.D&
cargoes in cousequenoe of tIui
count, lost immense BUms fl'o1lI
in prices which took place, 0

spect of an abundant harvest.
was th e failure of many ~
tra de, whi ch became th e aigIlalfor
bankrupt cies. Several banlta
credit was severely shaken" (L.
oj British Commerce, p. 310).

Th e fluctuati ons in the rate
bank were very consid erable, &lid
not iced at th e tim e as nothing
had ever occurred before.

On 1st January 184 7 the noh
Angus t 1846, fixing the miDimnm
per cent per annum on 95 day. billa,
in force.

IS"i, Per cent.
14th Jnn, •311minimum on 95 day.
21st" 4 "

th April 5
15th" 5
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.' and Liwrpool -£4 0 ah.....
the Jl<'!ton,." '~;" 'lliug in January 1 45
'With £4 paul, a., )tember at £4:.!: 16 • ; and
at £ 4 : 10s, ; '~hc; £9 b.d been paid, .t '£~o
in December, an &Vl!:rAtM l\n'mt um,. If we WIle •...,. . h
1 r "".... t -on the sehe m.. then 1Il t •, '10 I r <on upo , b
t L Ih ) rtv h.•mll(lcarily create d y

til rrkee, theI I, I <&ndthe re .... ted pure h...
h , . ( -cu ~h,,;lll:l r -r: f . I "

t ' . hi I on commiasioo. urms reu1 sale 1,)1 w tc 1, f
antfita.ble cmpl<nment to some thOWi3 UUS 0

h~kers) must h,;' 0 been at kaat £50,000, 000.
..AllJ to this th ere 1$ to be added an mereas~

value, duriug th e same ~riod, of ~e ,sharos l~

h blishe I lines of railway. For instan ce :
t • " t" - "" . 180 000" Tho ) lidland stock- amoun t £ 4, ,
_ \\ .. Iling iu January 1 45 at 114. per cent,
nd in July at 1 per ~ent; ,",:owmg a r ise

of 7j J1<rc.. nt , ami an ,~cre3Se III th e nggre·
t value of th o stock of £3 ,09 ,000. .

" ., The Great W tel1l-sh are capita l lSSUeJ

on 100 000-£1 00 shares selling in Ja nuary
1'15 ~t £1 56 ' and in July at £228; and
<;110wing fOTa ' call at £5 per hare in th e
interim), showing a rise of 67 J1<rcen t, and an
increase in th e aggregate value of the shares of
£5 ,467,000. .

s , Th e )l anchester and Leeds-s har o capital
£4 ,660,00 0-£100 shares selling in January
1 45 at £126 ; and in August at £215 ; show­
ing a rise of 89 per cent, and an in creased
value in the aggregate of £4, 147,00 0.

" The average increase in th e valu e of £100
shares in th ese three lines was £ 76 ; and th e
total increase of value in August and September
..... upwards of £12,000,000."

)lr . Dawson continues : H I t will be seen, on
reference to th e tabl es, tha t duri ng those
months in which the pur chases and sales of

ilway property were most numerous and
extensive, while everybody was buying and
selling shar.. , and the current rate of int erest
was only 2t per cen t, tha t portio n of th e
circ ulating medium which consisted of Bank of
England notes was but very sligh tly, if at all,
increased; and that it reached its greates t
amount when the prices of shares were lowest­
when tho number and amount of current
transeetions were reduced to tho lowest point
by discredit, and when th e current rate of
inlen,.t for Jirst-class bills had risen from 2t to
It per cent."

Th.... la.,t rematks of Mr. Dawson's refer to
an important point connected with th i., crisis­
th. tint uthorit&tive suspension of th e bank
act of 1841, and also, incidentall y, to the
queshon of the connection between the circnls.
Iation of nfltes anti pE'rifJlf:lsof commercia l cri,ia .
Referen"" will be m...l. tA>thia furthe r on.
)If'J\nwlllle othe r complicat ions occufTf(1

The f.ih".., of t he potatA> crop i~ 1846
<au... \ the " ... 1 for a heary importati on of
~f'D.. CI rrh~ price of corn wu very h igh in
1847, tl •• aver"!!" In May being 920. 10,1. p<'r



~ed in Tooke and NeW'llltdcll'. Hi.ItoIryII
:;:, &1'l!full of remarkaODth e queatioDl I&olr

.e cnau wue brought OD,or increued ia
.nenty, by tbe ... of Dotll made by the
country bankers at that period. That thoee
~ employed th eir own credit freqU611tly
':{:WUlelythere ia DOdoubt, and equally that

e~ frequently gave credit unwiaely to trad ers
~nt u:equate .eecurity. Notea .. ere at tha t

a e e reeogniaedmedium in which advances
~ue ~e; and tha t there wee by a.lI banko,
lDclu~lDg the Bank of England, at tim .. an
over-issne of the circulating medium may be
con~ed. It ia, however. matter for fair dis­
CUBSlODwhether any lItateamaD nowadaY'would
ha..... arranged the bank aet of I S44 on th e
princip les of Peel. or wh. ther it ia advieabl. to
concentra te th e whole of th e iasueaon OWl bank
however powerful and w.n. organised. ,

Commercial crises may tak e placewithout any
reference to th e circulating medium, aa baabeen
exemplified in H amburg and eleewhere. They
can only be aver ted or mit igated by th e judg.
ment of those with whom th e guidance of com­
mercial affairs and of th e banking institntiOlll
of the country rests at th e time.

[Tbe periodicity of crises bas frequently been
noticed. Mr. Wm. Langton, in bis paper " Ob­
servationa on a Table showing the Balance of Ac·
count between the MercantilePublic and the Bank
of England." TTa,"'aot,ons 01 MancilUttr &lUis·
lical So<uly. 1857·58 (reprinted also in the
'l'ra'llSMtions, 1875·76. Appeudix), has made
valuable remarks on the subject.- Mr. John Mills
(" Paper on Credit Cycles," Tmnaacti<>nlqf 1M
Mandla ler Statistical Socidy, 1867-68), haasho...n
the connection between theseperiods and the van'
atious of personal feeling.- Also paper by H.
Chnbb (&lUistical Socidy J (fI/,mtJ1"June I S72),
"Ban k Act and Crisis of 1866.- Prof. J.VOllll
(l " "". tigatio'llS,,. Currtncy aM Fina_, pp ',I 53,
203-8). has sbown, witb his cnst~mary tugenultyof
research tbat the period of credIt cycl" and of the
solar cycles of maximum intensity COI1<l8JlOlld
witb considerable exactn... · The lNquent!""ltt­
renee of periods of excitement and. de!,~"" m
monetary and commercial matters 18 likeW181';if
ferred to by Mr. James Wilson, F/vdUlJi Il)fl8
C rrfflCY Cqmmer<t, and Ma"v/""t ...... rif erabJt

u rt. , r _ .. We must be care1\l1not to
to tlte ",om-.-- . . identical with
yield to tbe .belief tbat po8t~ ~ this subject is
proptn-lwc ID ~b'" .matters , ~torical iDvesti­
eminently one 1D which ~fulproduce _ful and
galion may be expectedli hiito<]'~
pJ'Ctica1results...::<:r':1&r.ondOll,1806).­
A "xals qf Co!". qf~ (l wi .. LoDdOll,
Anderson, 0riIl''' e-- .,.4 .BM4'
1 01).-&/fCt 2'raCt8~nted &lid edited by
Trad8 lIB~ .... - - aI80be -­
J. It. M'Cnllocl!' 1866-1S~9, ::11~'
sulted--Max Wirth.~1."'1 D orIar Z-

Main, "".-'FraDkf~....~.... I Sl 7.18 (pllb1lJ\led 184 1).­
CbIB""""'" "',-..., /).MIl........on,;" 1

~::: ~-e. J'oPr. Dee QVaI 0.­
~, }'arie, 1&89.]

ll f erve of ~ cleo
£3 ,070,000

1,9\)0,000
1,600,000
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1" ':"
10tb -t,
2:lrJ "
30,11 "

$hlatime 771, tbe low()ljtpoint, and a total
'on of alrbuain .... snd all payment.

. <li t. Th e I'QSCl'VO of th e bank \\8 8 reduced
a or)' 10" ebb.

)"hU. the all, i· ty and alarm prevailing
"u"ing a 11 ral hoardi ug of coin and

n"t", lid it r ..11yappear ed not unlikely
th MU' in' d" I"'r tmcnt of the Bank of

\an,! rni ht be compelled to stop payment
..u th< "as mort>th an £6 ,000,000 of specie

th isssue ,Iepartuw nt . Th e chaueellor of the
uor( Sir C.Wood, efterwarda Lord Halifu )

,Ug.d by many deputati ons and remon­
...... nee» to rolax the bank act , bnt h. declined.

t last, on :l:!nd or 23rd October, some of the
ng city banke rs had an intervi ew with

prime ministe r (Lord John, afterwards Earl
11).and on their explainin g the n ecessities

.th e position, the desired relaxation was given.
ft e official lette r (25 th October) r ecommended
"th e directors of the Bank of England , in th e
pesen t emergency, t o enl arge the amount of
i\eir discounts and advances, upon appro ved
teCUrity. " A. hig h rate, 8 per cent, was to be
elwg ed, to keep th ese operatio ns wit hi n reeson ­
abl. limits ; a bill of indemnity W lIS promised if
tile arrangeme nt led to a breach of the law.
'!It;l extra. profit deri ved was to be for the bene­
it of the public , N o really adequat e reason
.. ever been give n for this last stipulation ,
81 ... it is supposed to hav e been made to pre­
'ftDt th e bank from maintaining the extra rate
1IIIduly long. .

The etlect of the governme nt lett er ill. allay -
th e panio was comp lete. Wh en anxi ety as

.. obtainin g bank notes or gold was remo..-ed,
immediate pre&o'l1l'e shortly disapr'"ar ed.

IpI&1c'ingin the H ouse of Conuno ns, during the
to of 30th :Kovember on this subj ect , the
eellor of the exchequer ( ir C, Wood)

hat the teno r of t he rema rks mad e by
who applied to him was " Let us hav e
.. . . . .. We don't mean ind eed to tak e

DOtes because we sha ll not want th em;
tell ,;., that we can get th em, and this will

0DCe restor e confidence .11

Theepeee whi ch can be all owed h e,? to t~is
dOO8not pe rmit furth er detsils being
It sh ould be observ ed that th e earlier

than th e last one mentio ned here, that of
7. were all 80 greatly influenced by the

'1 artificial condition both of trade and
cause<! by th e t enibl e wars of the com·

t of the century, th at th e leason~ to
from th em ar e. compara-tively speakIng,
ble to the busin cs. cil'cum.tane e8 of

t time. The commercial histories of
f'rW . including the admirable one con·


