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chant will put on the prodigal géntleman, the moment he gets
into a fine country feat, and hears himfelf called Your honour.
fn certain countries, the memory of paft induftry carries a dreg

along with it, which pothing but eéxpenfive living has power to

purge away. - o
Let this fuffice at prefent upon the fubject of intereft: itis fo

connected with the do&rine of credit, that it will recur agan at
almoft every ftep as we go along. .

END ofF THE FIRsT PART.
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B O OK IV,
OF CREDIT AND DEBTS.
PART IL
OF BANKS.

CHAP L
' Of the various Kinds of Credit.

E have already pointed out the nature of credit, which is

confidence; and we have deduced the principles which

influence the rate of intereft, the effential requifite for its fupport.

We come now to treat of domeflic circulation ; where we are to
deduce the principles of banking. This is the great engine calcu-
lated for carrying it on. )

That I may, with order, inveftigate the many combinations we -

fhall here meet with, I muft point out wherein banks differ from -
one another in point of policy, aswell as in the principle upon which
their credic is built. '

If we confider them relative to their policy, I divide them into
banks of circulation, and banks of depofit. This cvery onc under-
ftands. » : : -
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1f according to their principle, they are eftablifhed either on pri-
wate, or mercantile, or public credit, . .. . : -

This laft divifion I muft attend to in the diftribution of what is to
follow ; and therefore it is proper to fet out by explaining what [
underftand by the terms T have here introduced. 7

1mo, Private credit. This is eftablifhed upon a fecurity, real or
perfonal, of value fufficient to make good the obligation of repay-
‘ment both of capital and intereft. This is the moft folid of all. -~ -

2do, Mercantile credit. T his is eftablifhed upon the confidence
the lender has, that the borfower, from his integrity and know- -
ledge in trade, may Dbe able to replace the capital advanced, and the
jntereft due during the advance, in terms of the agreement. This
is the moft precarious of all.

3tio, Public credit. This is eflablifhed upon the confidence re-

" pofed in a ftate, or body politic, who borrow money upon condition
that the capital fhall not be demandable ; .but that a certain propor-
tional part of the fum (hall be annually paid, either in lieu of inte-"
_reft, or in extin&ion of part of the capital; for the fecurity of

which, a permanent annual fund is appropriated, with a liberty,
however, to the ftate to liberate itfelf at pleafure, upon repaying
the whole ; when nothing to the contrary is ftipulated. '

The folidity of this fpecies of credit dcpchds upon circumftances.

The difference between the three kinds of credit lies more in the
objelt of the confidence, and the nature of the fecurity, than in the
condition of the borrower. Either a private man, a mérchant, or
a ftate, may pledge, for the fecurity of aloan, areal or a movecable
fecurity, with an obligation to refund the capital. In this cafc, the
obligation ftands upon the folid bafis of private credit, ’

Lither a private man, a merchant, or a ftate, may ftrile out pro-

jects which carry a favourable appearance of fuccefs, and thereupon
borrow confiderable fums of moncy, repayable with intereft. - In
this cale, the obligation ftands upon a mercantile credit. - 5
Lither a private man, 2 merchant, or a ftate, may pledge (for the
fecurity of money borrowed) a perpetual annual income, the fund
i of
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of which is not their property,.withoutany obligation-to refund the
égﬁital: fuch obligations ftand upon the principles of public credit.
+ Tallow there is a great refemblance between the three fpecies of
credit here enumerated : there are however fome characteriftic dif-
fererices between thent. ' o
1m0, In the difficulty-of eftablithing and.fupporting them:
Private credit is infeparable, in fome degree, from human fociety:
We find it fubfiting in all’'ages: " the fecurity is palpable, and. the
principles on which it-is built arefimple and cafy to be compre-
. hended. Public-creditisbut a late invention: it is the infantof com-
merce; and of extenfive circulation. Irhas fupplied the place of the
treafures of old, which were conftant and ready refources to ftatef-
menin cafes of public diftrefs: thefecurity isnot palpable, nor readily:
underftood, by the multitude;.as it refls upon the ftability of cer-
tain. fundamental maxims of government. Mercantile credit is
fill more difficult to eftablifh ; becaufe the {ecurity is the moft'prc;
carious of any: it depends upon opinion and {peculation, more-
than upon a fund provided for repayment of cither capital or intereft.
2do, They differ in the nature of the fecurity and object of confi-
dence. ’

Private credit has a determinatc obj'ec"t of confidence, viz. the
real exiftence of valuc in the hands of the debtor, fufficient to fatisfy"
both capital and intereft. Public credit has the vifible fecurity of a
fund appropriated for the perpetual payment of thie intereft. Mer-
cantile credit depends wholly upon the integrity, capacity, and’
good fortune of the debtor. )

gtio, The third difference. is with rcgm‘d'to the cafc of transfei.”

. Public debts fland generally on the fame bottom. No part of the.
fame fund. is better than another: the price of them is publicly
known, and the fecurities are laid in the moft convenient way for
transfer, thatis, circulation, without confent of the debtor. This-
is far from being the cafe. in private fecurities. Nor is it the cafe’
ia the mercantile, except in bills payable to ‘order, in. which cafe
alone,.

et
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alone, the creditor can eflectually transfer without the confent-of

the debtor.
4t0, The fom th dxfference is d1fcovcxed in the ﬁabxhty of the con-

fidence.

Nothing can fhake private c1ed1t, but an appearu.nce of mfol-
vency in the very debtor. But the bankruptcy of one confiderable
merchant will give a very great fhock to mer cantile credit over all
Furope: and nothing will hure public credit, {o long as the flipu-
lated intereft continues regularly to be paid, and fo long as the
funds 1pp10p1nted for that payment remain entire.

. :From what has been faid, I hope the three fpecies of credit have
been fufficiently explained; and from \vlnt is to follow, we fhall
feel the ntility of this dlﬁmbuuon. .

Pirowee

CHAP IL

of prirvéte Credit.

RIVATE credit is exthex. 1ea1 pe1f0na1 or mxxed :
"Real fecurity or credit, every body underftands. It 15 the
ob_]eé‘t of law, not of politics, to’ give an enumerition of 1ts d' -
ferent branches. By this term, we underftand no more th;m the
pledging an immoveable fubjet for the payment of ‘a debt. As
by a perfonal fecurity we under ftand the engagement of the deb(m s

- whole effe&s for the relief of his creditors. The mixed, I lnvc_

found it neceffary to fuperadd, in order to explain. ‘with more 'fa-
cility, the fecurity of one fpecies of banks. The notes iffued by
banks upon private credit, ftand upon a mixed fecuuty that is,
Dboth real and perfonal. Perfonal, fo far as they affect the b:mkcx,
and the banking ftock pledged for the fecurity of the paper: and
in the fecond place, upon the fecurities, real and pmfonal gmntcd

L to
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to the banker for the notes he lends, which afterwards enter into
circulation. ) :

The ruling principles in pri‘}ate'c'redit, and the bafis on which it
refts, is the facility of converting, into'money, the cffe@s of the
dcbtor; becaufe the capital and intereft are conftantly fuppofed to
be demandable.” The proper way, therefore, to fupport this fort of
credit to the utmoft, is to contrive a ready method of ’Lppretntmg
every fubject affectable by debts ; and fecondly of melting 1t down
into fymbolical or paper money.

In fOl.mCl times, when circulation was conﬁncd the fchernc of
'mclt1pg down the property of debtors, for the payment of creditors,
was impracticable;; and accordingly we fee that capitals fecured on
land property were not demandable. This formed another fpecies
of credit, different from any we have mentioned ; which only dif-
fered from public credit in this, that the folid property producing
the income, was really in the hands of the debtor. This fubdivifion
we havc_ omitted, as its bafis refts folely upon the regular payment
of the intereft. Of this nature are the contracts of conflitution in
France, and the old infeftments of annual rent in Scotland. . There
are few nations, I believe, in Europe, where a veftige, at leaﬂ: of
this kind of fecurity does not remain. .
> In order, then, to carry. private credit to its gxmtc[t extent, all
entails upon lands {fhould be diffolved ; all obligations fhould be
regularly recorded in public regifters’s the value of all lands {hould
be afcertained, the moment any fecurity is granted upon thems
and the ftatefman fhould interpofe between . parties, to accelerate
the liquidation of all debts, in the fhorteft time, and at -ihc leaft \
expence poflible.

Although this method of proceeding be the. mo& cffectual ‘to
fecure, and to extend private credit, yet it is not, at all times, ex-
pedient to have recourfe to it; as we have abundantly explained in
the 27th chapter of the fecond book ; and therefore I fhall not here
mtenupt my fubje& with a need]cfs xcpf'tmon .

VOL. II. ’ ‘ U
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CHA P. 1L
Of Banks.

IN deducing the principles of banks, I {hall do the beft Ican to go
through the fubje& fyftematically. ' : RERLIEE
- T have divided credit into three branches, private, mercantile,
and public. . This diftribution will be of ufe on many occafiens,

and fhall be followed as far as it will go, confiftently with perfpi- .

cuity : but asT have often obferved of fubjetts of a complex nature,

. they. cannot be brought under the influence of a few general prin-

eiples, without running into the modern vice of forming fyftems,

. by wire-drawing many relations in order to make them anfwer.

* The'great operations’ of ~domeflic circulation "are’ better  dif-
coveréd by an’examination of the principles upon- which we find
banking eftablithed, than by any other méthod I can contrive. - It
has been by inquiry, into “the pature of thofe banks -which-are

the moft remarkable in Europe,” that I have gathered' the litde

knowledge 1 have of the theory of circulation. This induces me
10 think that the beft way of communicating my -thoughts on’that

" fubje, is to lay dow'ﬁ the refult of my inquiries relative-t6 the

ettiz

very objec of them. . . i ‘
- After comparing the operations of different banks in promoting

_“¢irculation, I find I can divide them, as to their policy, into’two -

gencral clafles, viz. thofe Which iffuc notes payable in coin to bearer ;

and thofe which only transfer the credit written down in their books . .

from one perfon to another. -

" Thofe which iffue notes, I call banks of circulation; thofe which
transfer their credit, I call banks of depofit. - . S

Both indeed may be called banks of circulatior, becaufe by their
means circulation is facilitated ; butas different terms ferve to dif—

tinguifh ideas different in themfelves, thofe 1 here employ, will an-

“fwer the purpofe as well as any others, when once they are defined ;
’ ’ ) and

- before I treat of the other.

. engines to work.

crhr? L5 OF POL ITICAL OLCONOM Y. ! ﬁ.» sS4y

and circulation undoubteédly reaps fat greater advantages from
banks which iffué notes trahsferablg every where, than from banks
which only transfet their credit on the very {pot where the books
are kept. - o L

1 {hiall,-according to this diftribution, firft explain the principles
upon which the banks of circulation are conftituted and conducted;

This will lead me to avail myfelf of the divifion I’ha.vc rﬁ:ldc <;f
credit, into private, mercantile, and public: becaufe, dccofding to
the purpofes for which a bank is eftablifhed, the ground of confi-
dence; that is, the credit of the bank, is fettled upon one or other
of thém. - = - : . e L

In countries where trade and induftry are in their infancy, credi;
muft be little known; and they who have folid prop-eﬂy, find the
greateft difficulty in turning it into money, without which i'nduﬁ@
cannot be carried on, as we have abundantly explained in the 26th
chapter of the fecond book ; and confequently the whole plan of
impfovement is difappointed: o S
=i;Under fuch circumftances, it is proper to eftablifh a bank u‘p'oh
the principles of private credit. - This bank muft iffe notes upc;ﬁ
land:and otlier fecurities, and the profits of it muft arife from the
permanent intereft drawn for the money lent. . ot

Of this nature are the banks of Scotland. To them the imprové—
aent of. that country is entirely owing; and until they are gene-
rally eftablithed in other countrics of Europe, ‘where trade and ins
duftry are little known, it will be very difficult to fet thofe great

Although T have reprefented this fpecies of banks, which I fhall
call  banks of circulation upon mortgage, as peculiarly well adapted to
countries where induflry and tade ave in-their infancy, their ufe-
fulnefs to all nations, who have upon an a{iemge a favourable ba-

- lance upon their trade, will fufficiently appear. upon an examina-

tion of the principles upon which they are cflablifhed.
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on,”tlntI have’ apphed myfelf t0 Téduce to-prin-
cxplcs all thié oper ations of the Scotch banks; while they were-in
the gt e'ueﬁ ‘diftrefs 1m'1gmable, from the heavy balance theicoudtry
owed dmmg ‘the laft years of ‘the late war, and for fome: time

after the peace in'1763. " By this I flatter myfelfito:do- a- pamcular :

fervice to Scotland, as well as to fuggeft hints which-may prove
ufeful, not only to England, but to all commercial countries, who,

by. imitating this eftabh(hment, will reap a.dvant'\.ges of wlnch they '

are at prefent depuved
“For thefe 1ca.fons, I hope the détail - fhall énter into widr reg;ud

to-Scotland; will not appear tedious, both from the variety of ‘cu- -
ridus combinations it will contain, as alfo from the lights it will -
caft’ upon “the whole doctrine of- cncula.txou, Wh1c11 is the plefﬁﬂt: '

objeé’c ‘of ouf attention. : SR

T countries where trade is eﬁabln’hed mduﬁly ﬂourxfhmg, cres -
dit extenﬁve, ¢ircukdtion copious and- 1ap1d as in England;’ banks .

upon mortgagey howevel ufeful they may prove for other-purpofes,

' would not anfwer the demands of the trade:of London, zmd the;

fcrv1ce of frovernment, fo-~well #s'the bank of Engldnd.:

. The Tuling: prmc1ple of that bank; and the’ ground of their? Con- -
_ﬁdence is mercantile credit.  The bank of England does not 1énd .
upon Mmortgage, nor perfonﬂ fccuuty»' their profits arife from dif+
counting bills ;- loans to’ ‘government, upon the-faith: of taxes; tobe-
paid ‘within the yeal 5 :md upon the:credit cafly of thofe who'deal’

wuh them. ~ P
“A.bank: fuch as that ofLn gland; cannot therefore be cﬂabh[hed

except in a great weilthy mercantile city, where the accumulation .
“of the’ ﬁn'\lleﬁ.pxoﬁts amount, at.the end of thc year, to vcry ‘con- -

fiderable fums. -
- In France, under the regency of the Duke of Olle'ms thele was

. a bank erei&ed upon the principles of public’ credit. . The* ground '
-of confidence there; and the only fecurity for all'th‘e'pmper they

iflued, were the funds 1ppropu1ted for the lmyment ‘of the mtelcfc,
_of the public debts.

It
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DA 4’9 !
et is for the, fake of oxder 'md method,mhat L propofe to cxplam

however. confefs, that although I replefent each of them 1s Invm g

" a caufe of confidence peculiar to itfelf, to wit, cither private, mer-

cantilé, .or public credit; yetwe fhall find a mixture of all the three
fpecies of credit entring into the' combination of every one of them
. Banking, in the age we live, is that branch of credit which Beft .
deferves the attention of a flatefman. Upon the right eftablifhment-:
af banks, .depends the property of trade, and the equable courfe of
cuculanon. By them * * folid property may be mclted down. By thc
means of banks, money may be conﬁmtly Lepb at a due proportion «
to alienation. If alienation increafes, more p1operty may be melted :
down.. Ifit dumm{hes, the quantity of money ﬁagmtmg, will be -
abforbed by the bank, and part of the plopelty for merly melted

"down in the fecurities gr: antcd ‘to them, will be, as it were, confo-

lidated anew. Thefe muft pay for the country the balance of their -

-trade with foreign nations.. Thefe keep the mints at work’; and it"
-is by their means, principally, that-private, mercantile, and pubhc

credit, .is fuppm ted.” I can pomt ofit the wutility of banks inno way

. fo firiking; as to reca.ll to mind the farprizing ¢ effects of Mr. Law's :

bank, eftablifhed in France, ata. time when thele was neither mo- -

-Rey Or. c1cd1t in. the kingdom. - The fuperior genius of that .man :
: produced, in two years time, the moft furprizing effects imaginable; .

he. revived ‘induftiy; he eftablifhed confidence; and ﬂxcwed to .

" the world,. tha_t while the landed property. of a nation is An the .

SEY: So 'd property, here, is not caken in- the friceeft: accepmtmn In countries of
e, .\vherc banks are generally. eftablifhed, cvery denomination of good. per-

forl fccumy, may be confidered as folid property.. Thofe who have perfonal eftates .
may obtain. credit from banks .as well as landed men; becaule thefe _perfonal eftates
“Are fccured either on lands, or in the’ funds, or in effe@s which contain as.real a valtie -
- as ]ands, and thefe being affected by the fecurities which .the . proprictors grant. to the
bank; ‘miay with as much propriety be faid” to be- ‘melted down, as if they conﬁﬂed in -
lands: - In fubje@ts of this nature, it is neceffary to extend our combinations,’ in pro-.- .

portion to the circumftances under- which we reafon, . '
: : h:mds,
6 '
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" hands, of ‘the mhabxtants ; and-while the lower claffes' are willing
to be mduﬁnous, money never can be wanting. :I muft now, , pro-
ceed in order,  towards the inveftigation of the principles which
influence this intricate and complicated branch of my fubje&. ..,

CH AP ‘IV‘.,‘"‘.' '

Of B(mﬁ: qf Czrculatmz ttpa:z Mortgage or prwate C'redzt.

BANKS of cxrculzmon upon mongage or puvate credlt ale '

thofe which. 1ﬁ'ue notes upon p11v1te fecunty, payable to be:ncl
on demand in the currem: com of the nation. They ar conﬂuuted
" in the followmg mannel S : : :; )
) . A number of men of plopelty _|01n togethex in a contraé’t of bank—
-ing, ‘cither mnﬁed or not by’ pubhc authority, accordmg to cucum-
ftanices. - For this purpofe, they form a flock wh1ch may,ﬂg:f)p)f%’[,’c
indifferently of any fpecies. of ploperty This und is: ed 1o
all the creditors of the company, as a fecurlty for ‘the” notqsl‘tt:};’ey
propofe to iffue. So foon as confidence is eﬁabhfhed w1th the pub-
lic, ‘they grant credits, or cath accompts, upon good fecunty, con—
. cerning which they make the proper 1egulat1ons In proportion
-to the notes iffued in confequence of thofe credits, they provide a
{fum of com, fuch as they judge to be fufhcmnt to anfier fuch n
“as fhall return upen them for payment.’ Norhmg but experm_ ce
can enable them to determine the proportion. between the coin to
“be kept in their coffers, and the paper in cnculatxon Thls pro-
“portion even varies accordmg to circumftances, as we fhall aftel-
“wards obferve,

~ "The profits of the bank procecd from the mtereﬂ: pald upon :111
“the fecurities’ which havé been granted to it, in confequence of crc—
dits gwen, and which remain with it unretired.

Out
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<7 Out of which muft be: dedu&ed firt; the charge of m'magement 5
fecondly, the-lofs of . intereft for all the com they preferve in their
coffers, as-well as the expence they are put to in providing it; and
thirdly, the expence of tranfa&ing and paymg all baldnces due to
other nations.

In proportion, thexefore as the intereft upon the bank fecurities

exceeds the lofs of intereft on the coin in the bank, the expence of
management, and of providing funds abroad to pay balances, in.
the fame proportion is their profit; which they may either dxvxde,.

accumulate, or emplay, as they think fit.

- Let it be obferved, that I do not confider the original bank ftock,
or the intereft arifing from that, as _any part of the profits of the:

bank. So far as regards the bank, it is their or iginal property ; and

fo far as regards the pubhc, it ferves for a collateral: fecurity to it,

for thie notes iffued. It becomes a pledge; as’it were, for the faith-
ful difcharge of the truft repofed in the bank: without fuch a
pledge, the pubhc could have no-fecurity to indemnify it, in cafe

) the bank fhould iffue notes for no permanent value réceived. This. '
d evthc cafe, if they thought fit to iffue their paper cither in-

P of theit own private debls, for articles of prefent con-
fumpnon or in precarious trade.

When paper is iffued for no value received, the fecurxty of fuch:

paper ﬁ:mds alone upon the original capltal of the bank, wherecas
when'it is iffued for valie received, that value is the fecurity on
whlch it unmcdlately ftands, and th(, bank ﬁo&.k is, pr opelly fpcak-
mg, only fubfidiary. :

Iha.ve dwelt the longer upon this LllCul‘nﬂdnCC becaufe m'm\, ’

who ate _unacquainted with the nature of mes have a zhfhculty
to compxchend how they fhould ever be ar a lofs for money, as
they have'a ‘mint of their own, which requires nothing but paper
and ink to create millions, But if they umﬁdm the principles of
bankmg, ‘they will find that every note iffued fm valuc confumed,
in place of value received and plcfu ved, 1s neither mmc or lefs,
than a partial fpending cither of their upxr al, or pxoms on the.

3 bank.
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bank. *Is.mot thissthe ieffect of thié: expence rof - their; manages

ment? s~ not this expence paid in their notes? But did ever any
body:imagine ‘that this expence. did not diminifh’the profits ‘of
bariking ? * Confequently, fuch expence may exhauft thefe profits, if
-carried far enough; and if carried ftill farther, will diminifh the
capital of the banking flock. .~ © - e R
‘As a farther illuftration of this principle, et me {fuppofe, an ho-
neft man, intelligent, and capable to undertake a bank, - 1{ay that

“fuch'd perfon, without oné fhilling of fiock, imay carry on a bank’

.of domeftic ¢irculation, to as good purpofe as if he had a'inillion ;
and his paper will be:every bit as good as that of the bank of Eng-
_land. Every note he iffues, is fecured on good private fecurity
that fecurity cairies intereft to him; and ftands good for the notes
he has iffued.  Suppofe then that after having iffued for a millipn
flerling, all the notes fhould Tefirn upon him in'one day.” Is it not

plain, that they will find, wiil the honeft banker, the original -

fecurities, taken by him at the time lie iffued them; and is it not
true, that he will have, belonging to himfelf, the intereft received

~ -upon thefe fecurities, while his notes were in’ circulation;” except
To far as this intereft has been fpent in “¢arrying on the bufinefs of

his bank ? Large bank ftocks, therefore, ferve only to eftablifh their
credit; to fecure the confidence of the public, who cannot fec.into
their adminifttation; but who willingly believe, that men,who
" have confiderable’ property pledged in fecyrity of that good faith,
will not probably deceive them. .~ o RIS T e
This ftock is the more neceflary, from the obligation of paying

in the metals. . Coin may be wanting, “upon fome occafions, to men
.of the greatéft landed property.” Is that any reafon to fufpect their
credit? Juftfo of banks. The bank of England may be poflefled of

.twenty millions fterling of good effedts, to wit, their capital; and’

the fecuritics for all the notes they have.iffued; and yet that bank

might be obliged to flop payment, upon a fudden demand of a few

[F1as

amillions of ¢oin. -
‘Runsg
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Runs upon a bz'ink \vell"eﬁabliﬂle'd,‘ .b'etray. 'gréﬁ't want of confic
flcnce in the pul?hg: ; and this want of confidence proceeds from the
3gfn(1)r;;.nccfrt}.le grgateﬁ part of men afe in, with tegard to the ftatd
of their affairs, and of the princi ‘ i ir trad
_C‘m-‘ried o s of ¢ .prmch?les up(on‘wh‘lch theu:( trade is
]f‘ro;n }x}/l?at has been faid., we may cdnclude, that the folid.ity‘ of
a bank w. 11’ch lends upon private fecurity, does not fo much depend
I;Pou ?;e exte_nt of their ‘origin‘al capital, as upon the regulations
t 1;)7 obferve in granting credit. In this the public is nearly inte-
rc:1 ed; becaufe the bank fecurities are really taken for the public
who are creditors upon it in virtue of ‘whi ,
.the ir
through their hands. . o Whl’Ch cireulage

CHAP V.

' Banks ought to fﬁ‘? zheir Notes on prz'rz)tlte, ot 7)12’réanti/$‘
Credit, S -

T i -
ET 11?.0,: t1ie1'éfore; reafon upon the example of two bankefé

i ?Qc .1'Hu’es his notes  upon the beft  real or perfonal fecuric 'f
atiothier gives credit to merchants and manufacturers, upon the r‘) :
ciples of mercantile credit, which wehave explained aijoxic; the rri)oigs'

of the'one ang renter i ir i
eandtheother enter intocirculation, and the queftion comes

to'be, which' are the beft? If we judge by the regularity of tl
payment of  notes on prefentition, pérlia.ps the one are n}s' 1‘c‘1dti; ; :
p:u‘d as the other. - If we judge by the ftock of the two bankerz 7
perhaps they may be equal, both in value and folidity ; Dut it is noé

apon eithier . . .
pon citlier of thefe circumflarices that the queftion depends. The

notes-in’ : " CX 8] lar,

1 Cc1r CUIQ.UOD. may far CZ\QCC(I the amount of thé z’ugcﬂ; bank
ﬁOCk; and .l]l(:l‘efol'(i, 1t 1s' not-on the ori 1‘11’(11 ftock b ) T
e 0. 4

¢ 8 < 3 but on the
::L'll'lt_IES taken at 111111118' tll‘C notes, that the 1011.(11() o1 thé t ‘70’

““VOL. II. -, . X
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currenmes 1s to be efh} ated. Tho['e fecured on puvate Cledlt, are
uild Ap(:f‘f()l’fé.l eﬁa, 55, they fhmd upon thc pmr-

cfcdit, Thofe fecured on, thc obhgauons of mer-,

cxples of pnva
chants and‘ manufaé’tmel S, dcpendmg upon the fuccefs of tl

ade, ar good or bad m propomon. Every bmkruptcy o
of thmr debtms, mvolves the bank, and carries off either a pa
theu‘ pxoﬁts, or of then ftock.  Which way, Lhelefore, can. Lhe pub;
lic Judge of the affairs of bankers, e‘(cept by attending to the nature
of the fecunnes upon which they give ¢ Cledlt *, -

‘cHA P. VI.;,

U/é of fu&altem Bmzker: amzl Exc/mﬂger

ERE it may be urged that the great ufc of banks is to 1pu -
H tiply circulagion,, and to furnifh the 1nuqﬁr10us wn’hI t,l.‘F
xhg-{ns of carrying on their t1aﬂic that if banks infitt upon the.
moft folid fareties before they gwe credit, the’ great utlhty of, the
muft ceafe; becaufe merchants and ma,nuf"tétmels are ver in
ficuation to obtznn c1ed1t upon fuch terms. . e SiedE

This ar gument only proyes, tha ; pks are not, alone, fufﬁaent
for carrying on every.. branch of cu:cula.non Atruth wh1ch na
body will contravert. But as they are of ufe in c:urymg on the
great bxanches of c1rcu1:mon, it is pxopel to plevent them fro‘m,

cngagmg in fchcmes wlnch may deftroy their. credit altogcther

(B

% 1t muft be obferved, that in this example, the banker who iffues his notes upou ’
mercantile fecurity, is fuppofed to grant a permanent loan-to the merchant or. manu-

fa&urcr, as he would. do to. thofe who. pledge 2 perfonal. fecurity. ;This is: totally:
on. mercantile credit. ; Such banks.never:

fepugnant to the principle of banks fecu
grant loaps for indefinite dumuon, upon any |
d.fcoum a bill ofcxclnngc, vihen it. lns abovc Lwo. momhs o,

"cumy whatfoever,

na
mh‘ St

T,l.l.cy,wﬂlms?.V.f.nw

I have:

.t . i D47 q.‘;";',;': T A PRI AT »,}-}_}»-,--
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"‘i‘vmte fecuuty, “'as'pec1111'1r1y well adapted to counmes hke Scot-
hnd whef mde zmd mdu{hy 'u'e m theu‘ mfa cy C

o'c"c'aﬁoﬁ‘for .

be fuppofed |
to-liave either real or pexfon'll eﬂ').tes to pledge in mder to ‘obtain
a'loan dne&ly ﬁom ‘the bauks, who ought to lend upon no other
fecurity.

To remove that difficulty, we find a fet of merchants, men of
fubﬂance, who obtain from the banks very extenfive credits upon
the joint real and perfonal fecurity of themfelves and friends. With. '
this aflitance from the bank, and twith money borrowed from pri-
vate people, repayable’ on demand, fomething below the common ‘
rate of interefl, they fuppou ‘the tradé of Scotland, by giving cre-’
dit to the merchants and manufacturers.

To this fet of mén, therefore, afe banks of cncul:mon upon
mortgage to leave that p:utlcul:n branch of bufinefs. "It is their
dutv "t is the mtereﬁ of the country, and no lefs that of banks,
tlnt they be fuppcn ted in fo ufeful a trade ; a trade which ammntes
all the commeme and manufacures of Scotland, and wh1ch con:
fequéntly pxomotes the cucul'mon of thofe very notes upon wluch '
thé'profits of the banks do arife.

Thefe mer chants are fettled in all the moﬂ confiderable towns:
they well” 'u:quamted with the ftock, capacity, induftry, and
mtcguty of all the dealers in theif diftric: théy are many; and by
th\s ;116 “able to go through all the detail which their bufinefs
mquucs ; "and their ploﬁrs, as we fhall fee’ prefently, are greater
thar thofe of banks, who lend at a fated intereft. *

+The common denomination by which they are called in Scotl:md,
is that of -bankers; but to-avoid their being confounded with
bankers in. Lnglaud (whofe bufinefs is very different):we - fhall,
while we ‘are tle'mng of the dofrine of banks, call them by the
nanic of C\changms, ﬁnce lhcu uade is punmpully cuued on by
bills of exchange.

X2 - . As
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- As often as thefe exchangers give credit to dealels in-any. .way,
they conftantly flate a commiflion of L per cent. or. moxe, accord--
ing to circumftances, - Qver and above the mtcxeﬂ of their-ad-
'V:lIlCC-PlOﬂtS which g1eat1y furpafs thofe of any. bank. . One thou-
fand pounds credit gwcn by a bank, may not produce ten pounds

“in a yecar for intereft: if given by a a banker, to. 2 merchant, who

draws it out, and replaces it forty times in a year, there will arife
upon ita commiflion of 20 per cent. or200/.° - 5
This fet of men are expofed to. rifks and: loifes, wlnch they bemi'
thhout complmnt, becaufe of. their gxe'lt profits ; - but if 1mphcs
a detail, which no bank can defcend to. . L L
-Thefe exchangers give way, from time to time; and no eﬁ‘en-

tml hurt is thereby occafioned to national credit. The lofs falls .
uppn_ll)pfc who lend to, them, or truft- them with -their- money, .

upon precarious fecurity ; and npon merchants, who lay their ac-

count with fuch rifks. ‘In a.word, they are a kind -of infurers,

and draw premiums, in pxopornon to their rifks, i : ,
To this fet of men, therefore, it fhould be left to glve c1ed‘1t to

inelcln ts, as, the credit, they. give is’ purely mercantile; :'md to

]ef: to condu& the great national circulation, Wlnch ought ‘
fland upon the folid principles of private credit. .
~From this example we may difcover the juftnefs of the (hﬂ:m “c

b nks alone, who give crediton good private : fecurity, it ﬂ1o 1d.b e

1 h'we made between private and mercantile credit: had Inot fou
it ncceﬂ' 1y, 1 would not h'wc muoduced it.

Crar. VIL
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CHAP. VI L

Cmcei mﬂg tlre Oé/zgzziwn to pay in Com, aml f/)e C’mﬁql/mﬂm '

thereof.

Nall banks of circulation upon mortgage, the obligation in the
‘note is to pay in coin, upon demand: and in the famious book.
of Mr. Law, there was a very neceflary claufe added; to wit, that
the coin was to be of the fame weight, finenefs, and denomination,
as at the date of the note. - This was done, in’'order'to prevent the
snconveniencies which might refult to either party, by an arbi-
trary rdifing or finking the denoniinations of the coin ; & pr.u.‘hce

then very familiar in France. = !

This obhgitxon to pay in coin, owes its orlgm to the low ftate
of credit in Europe at thie time when banks firft began to be in-
troduccd g;}d it is not likely that any other e\{pedlent will foon
be fallen upoh to 1cmove the inconveniences which refult from

it in domeﬁlc circulation; as long as the generality of people con- -’

fider'all money, except coin, to be falfe and fictitious.
I have already thrown out abundance of hints, from which it
may be'g hered, that coin is not :Lb[olutcly neceffary f01 cauymg

on domeftic cucuhtlon, ‘and more will be faid on that fubje& as-

we go along "But I am here to examine the nature and confe-
quences of this obligation contracted by banks, to difcharge their
notes in the current coin of the country.

‘In the firt place, itis plain, thatno coin is ever (excépt in very‘

particular cafes) carried toa bank, in order to procure notes. The

i greate(l part 'of notes iffue from the banks, of which we are treat-

ing,- cither in confequence of a loan, or of a credit given by the
bank, to fuch as can give fecurity for them. The loan is made in
their own notes ; which are quickly thrown back into circulation

2 by
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by the” bonower g who bmrowed becaufc e’ lnd occaﬁon to p:l
Bp s
thcm '1W'Ly “Ii 1Le manncr, when a cle(hL is ngen, the b'mk

p"tys (m her notes) thc ord(.rs the recewes ﬁom the perf'on who

y of a fafe depoﬁt for their money. Thefe payments “are -
:made to the bank in the ordinary cir culzmon of the country. \Vheu
there is a conﬁderable proportion of coin.in circulation, then. thc

bn]k recexves much com, and when there is httle, tliey 1cce1ve :

httlc. .

fo( the money ‘thrown in as '1bove, they pay in paper.
As we are here fearching after the punmplcs, not after fa&s, 1t
1¢ out f our way to mquue \vhat may be the 1ca.1 pr opm non of com

\/I Megens, a vely knowmg man, :md a vely Judlcxou a.ut ior
]nte]y dead, who has writ a fmall treatife in the Ge:mzu tongue
tranflated into Lngh(h under the ‘title of The Univerfal Merc/mnf
delivers his fentiments concerning the proportion of coin pr efmved
in the bank’ of Lngland whxch I ﬂlall hClC nanfm 1bc m thc tran— .
flator’s’ ‘words. Se&, 6o. _' o - ' _

The bank of England conﬁﬁs of two forts of credxtors theo e‘éf .
Ithat fet’ of men, who, in ng William’s time, “when money ;1‘1'
fcarce and dear, lent the pubhc 1,200,000 pounds, at 8 per cer >
1e{‘t and 4000 pounds were '1llowcd them for char, gcs, amountmg
in whole to 100, 000 pounds a yedr, an exclufive’ ught ‘of ba.ﬂkllng
'1s a corporation for 13 years, under the denommanon of the pro-
puetors of the b'mlx, and w]uch, for obt:unmg plolongmon of
their privileges, has been ﬁnce increafed by farther loans to ‘the
pubhc ata lefs mteleﬁ to near the fum of 11,000, 000 pounds, which

if

) whlch 15 5 50,000 pounds, ir is evident that they I
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if we compute the 1nte1‘eﬁ: at 3 per cent,_(as what they have more on

mc

fom p'u't anfwer dent ch:u ges) it produces 3 30,000 pouqsils”a\
year; and as they dlvulc 'mmnlly s per cent; to thexr proprietors,
kc a yearly proﬁc
of 220,000 pounds, out of the moucy of the peaple who /m’p t:qﬂ; with tbem,

:md thefe are the other fort of creditors: and as for what moncy

the b:mk lends to the governmcm, they hwe for the mo& part buc '

cenf. intereft, I conclude that the cr edit cafly they bave in their

3p

bn:zzi: may amount to 11,000,000 pounds, and thereout is employed
in‘loans to the’ government, (hfcountmg of bills, and in buymg
gold and filver 7,333,333+ pounds, which at 3 per cent. 1ntexeﬂ: or'
pxoﬁt, will amount-to the above 220,000 pounds, and remams}
3,666 666 pounds in cafh, fuﬁ’iment for circulation and current

p"Lymcnts. “And expenence h: s evinced, that whenever any mxf :
triaft has occafioned any run’ upon the bank for any’ contmuance N
and the people not finding the treafure’fo foon exhauftéd as thcy
furmifed, it flowed in again fafter on the one hand than it was.
dm\ﬂl out on the other.

S tleman lived long in Ilngland He was very mtelhgenr
X ng to commerce ; and his anthority may,,1 beheve,“
be 1ehed on' as much as on any other, except thatof the bank itfelf;,
whxch 1t would appear, has. fomc intereft in keeping-thofe 'Lffzurs

We fce by lns account, ﬂlat the bank of l:nglzmd Leeps in. com '
x +of the value of all their notes in circulation. - With this quannty,,
bufinefs is carried on with great fmoothnefs, owing to the pmfpeuty
of rlnx ngdom, which feldom owes any ¢ onﬁdcmble balance to
ot ér nanons. .
hc confequence of the obhg"mon to p'ly in com, 1s tlnt'
\vhen the natxon comes to owe a balance, the notes which the:
b'mk 1nd 1frucd to fupport ‘domeftic circulation only, come upon ie
Ior piyment of '1 fox elgn bal’mcc and thereby the m wluch it

Y

et
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. Tt is this circumftance, abovc all others, which dxfhc:ﬂ'es banks
of circulation. Were it not for this, the obhgatxon to pay in coin

-n’ll“‘ht eafily be d1fch'1rgcd but \vhen in virtue of this pure obli-

gation, a heavy national balance is demanded of the bank, which
has only made plOVlﬁOI’l for the ‘¢urrent and ordinary demand at )
home, it 1cquucs a httlc combination to find out, at once,’ an ea.fy
1cmedy e
" This combination we fhall, in the followmg chapters, endeavou1

to unfold : it is by far the moft intricate, and at the fame nmc thc :
moft i impor tant in the whole do&rine of banks of circuldtion. - )
' Anothm iriconvenience 1efu1tmg from tlns "obligation to pay'in
¢oin, we have explamed in'the third book.’ Itis, that the confufion!
&F the Engliflh coin, and the lightnefs of a great part of it obhges
thic bank of England to puxchafc the metals at a puce far above
that which they can draw back for them after they aie oined. 'We
have there fhewn the great profit that ‘might be made in’ meltmg
down’ and exporting the heavy fpécies.” This profit turns out & I'C’I]:
lofs to the bank of England, which is conftantly obliged to plOVlde R
new coin, in plopmnon as it is wanted. *'This mconvemence 1s not
direétly felt by banks, in coumues Where thc1c 1s o mint eﬁa"
bh{hed o :
¢ Here then is another bad confequence of tlns obhganon to pay 11)‘
the metals, which a proper regulation of .the coin would- 1mme-'f_
diately remove: In countries which abound in coin, baang isan’ ;
cafy wade, whcn once theu “credit is well eftablithed.” It is*only”
when cither a foreign war, or a wrong balance of tr: ade has cmued'j
off the metals, that the welght of this obligation to pay 1n coin' i
va(:lcly felt . :
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crdens X gtiandbin it LR S R TRt T TR ‘
.CHAP. . VI

gt
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H'ow a fwrong Balance of Trade qfﬁz&'s Banks qf Circulation,

T is commonly fmd, that Wh_en thexjc is a balance due by auy ‘

nation, upon the whole of their mercantile tranfactions with the
reft of the world, fuch balance muft be pa.ld in coin. 'This we' call
awrong balance. Thofe who tranfa& the payment of this balance,
are thofe who regulate che courfe of exchange; and we mmy fup«
pofe, without the leafl danger of bemg deceived, that the coulfe
is always higher than the expence of procuring and tlﬂ.nprltlng

the metals; becaufe the overchar ge is profit to the exchanger, who

without that profit could not carry on his bufinefs.

Thefe exchangexs, then, muft have a command of coin ; 'md

where can they get it {o eafily, and fo readlly, as from banks who
are bound to pay in it?.

Every merchant who imports foreign commodities, muft be fup-
pofed to have value in his hands from the fale of them; but this
value muft confift in the money of the country: if that be moftly
bank paper, he muft give the bank paper to the exchangers for a
bill, whofe bufinefs it is to place funds in thofe parts upon which
bills are demanded. The exchanger again (to fupport that fund
which he exhaufts. by his draughts) muft demand coin from the
banks, for the notes he received from the merchant when he gave
him the foreign bill.

Befides the wrong balances of trade tlanfa&e(l in thls m'mner,
which banks are conftantly obhged to make good in coin, every
other payment made to forexgners has the fame effet. It is not
becaufe it is a balance of trade, but becaufe it is a payment which
cannot be made in paper currency, that a demand is made for coin.
Coin we have called the money of the world, as notes may be called
the money of the fociety. The firft then muft be procured when we
_VOL. IL - Y pay
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pay a balance tb—forexgncrs ;. the laft is full:as good: when we pay-
: »\1
among ourfelves... .~ . -
It 15 proper, however, to obferve; that therc isa gxeit d1ﬂ‘erence
between the wrong balance of trade, and the general .balance of pay--
is. 'The firft marks the total lofs of the nation when her lmpc;:ts
MENLS
exceed the value of her exports; the fecond comprehends three other-
rticles, vizi I. the expence of the natives in- foreign. countries ;-
a :
2. the p"iymcm of all debts, plmcxp"xl 'md mtmeﬁ dueto for(‘elgm]ns,
the lending.to other nations. o
> Théfe three I'call the general balanice of f01elgn payme?ts o
!
thefe added to the-wrong balance of trade may be called the gmu

balance with the wmld

. Now as long-as the payment of this grand baldnce ié- ncgotntcd by

011 1'C uired.to m 1 O a he
X ake:it Od muﬂ; be at:t
€ changers, all th(? C in. 1 q ,‘ g e

charge of banks. -
wa then is this coin to bc pxocmed by hations who hwe

mines of- theu own? -

c H AP I_X'.f.

How a grand Bal(mre may be. pmd &y chky wztbaut t/Je a] /t’a;zwr
| Cof Com.

ID allithe cxrcul'mon of a

f it ) ‘
0 the d1m1nut10n ¢} i
We ha.ve flld that the 1cqu1ﬁtxon of COll’l, or Of ;hc ])1@( O
\J y if & Or-
metals adds to the mtrmﬁc alue of a country, as much as if P
5. @

on of tCI‘lltOly were added to it, re trut 0 this PlOpOﬁthn Wi
o . .

now foon appear evident.’ o o ST ;' ;

a country: conﬁﬂ in-coii, this grand’
com .
balance, as we-have called it, would be pald out of the 5
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-'We havc alfo faid,’ that the creation of fymbolical money, adds
‘no additional wealth 1o a country, but only provides a fund of cir-
«culation.out of folid property ; .which enables the proprietors  to
-confume and to pay proportionally for their confumption: and we
‘have fhewn how by thls contrivance trade and mduﬁry are made

to flourifh, . T : ¢ . s
i:May we not conclude, from thcfc prmc1plcs, that as nations who
‘have coin; pay their grand balance out of their coin, fo the diminution
of that fpecies of their property, fo nations who have melted down
their folid property into fymbolical money, muft pay their grand
balance out of the fymbohcal money ; thatis to fay, out of the folid
property of which it is the fymbol?
“But this folid property cainot be feit abroad; and it 'is alleged
that nothing but coin can be employed in paying this grand balance.
"To this I anfwer, that in fuch a cafe the credit of a bank may ftep
in, without which a nation which runs fhort of coin, and which
‘comes to owe a grand balance muft quickly be undone. Tt
We have faid that while exch'mgms tranfac the balance; the
‘whole load of providing coin lies upon banks. Now the whole
folid property melted down, in their paper, is in their hands; be-
caufe I conﬁde1 the fecurities given them for their paper, to be the
fame as the plopelty itfelf. Upon this property, there is a yearly
intereft paid to the bank: this intereft, then, muft be engaged by
tlicin to for eigners, in lleu of what is owin g to them by the nation ;
and when oncea fund is borrowed upon it abroad, the reft is cafy
o the bank. This fhall be further explained as we go along. .

- I donot pretend that the common operation of p10v1d1ng coin,

-when the grand balance is againft a nation, is as fimple as I have

reprefented it. T know it is not: and I know alfo, that I am not
in any degree capable to explain the infinit¢ combination of .mer-
cantile operations neceffary to bring it about; but it is no lefs true,

.th'lt thefe combinations may be fhortened : becaufe when the whole,

of them have been _gone tlnough ‘the tranfacion muft land in

\Vhd.v. I have faid; to wit, that cither the grand balance muft be pa.xd

Y2 out

P e A e -

S

R

e e b

=



<._.‘_._4,..___~__4

e

e e e e e

'164 AN INQUIRY?INTO 'FHE ‘PRINCIPLES Boox IV, P;2.-

-out of the nationaliftock of coin, or it muft be furnithed by fo-
-reighers upon a loan from them ;. the mterci’c of which muft be

paid out of ‘that part of the folid property of -the nation which has

" been melted down into paper. I fay farther, that were not all this

folid property,:fo melted down, in the hands. of . banks, | who-
thereby have eftablithed to themfelves an enormous mer cmmlz cre—
dit: there-would be- no poflibility of conducting fuch an opera—
tion : that is to-fay, there would be no poffibility for nations-to run
in debt to nations, upon the fecurity of their 1preéhve hnded.

property..

CHAP X.

Ii_lﬁlﬁ- iciency Qf“ 1emporm:y Credits- for the P@wmzt af a wroflg
- Balance: )

HAVE (.nd that when the nanbnal'ﬁ'ock of "coin is not’ fuflici
ent to-provide banks with tlie quantity demanded of tliem, for-
thie payment of the grand: balnuce, that a loan muft take pl'lcc To-
this it may be objected, thata credit is fufficient to procure’ coin,.

" without liaving recourfe toa formal loan. - The différence I'make:

between a loan and a credit confifts in tliis, that bya credit we:
underftand a temporary advance of money, which the perfon who
gives the credit expeés to have repaid’in a fhort time, with intér e[‘t
for the advance; and commiffion for the credit;- whereas by, a.
loan we underfland the lending. of money for an mdeﬁmte t1me,
with intereft during non-p’lyment

Now I fay, the credit, in this cafe, will'not anfiver thc purpo c:
of fupplying a deficiency of coin ; unlefs the deficiency has been'

accidental, and that a return of com, from anew favoulable g7 and
balmm’,
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bnlam‘c, Be qulckly cxpe&ed The: credit: will indeed anfier the

B pl efent e\mgency ; but the moment this credit comes to-be replaced,

‘it muft be replaced either by a loan,’ or by a fupply of coin ; but,

'by the fuppofition, coin is found to be wanting for. payingthe

gmnd balance 5. confequemly, nothing but a'loan; made by the lend-

“ers either in coin, in the metals; oir in a-liberty to draw, can re-

move the inconvenience ; and if recourfe be had to credit, inftead

‘of the Io:m, the fame difficulty will recur, whcnevex that credit

“comes £o be made good by repayment.

Upon the whole, we may conclude; that nations who owe.a
Balance to other nations, muft'pay it either with their coin, or with
folid 'plopel ty s confequently, the acquifition of coin is, in this-
p:uucuhx as.advantageous as the acquifition,of ‘lands ;: but when
coin is not'to be procured; the tranfmiffion of the folid property to
f01e1gn creditors is an operation which banks muft undertake; be-
caufe it is they who are obliged cither to-do that, or to pay in coin,

e CHAP XT

51

. @f tbe Hﬂrt refulting to Banksy, when t/)egy leave “the Paymeﬂt of

@ wrong, Balance to- Exchangers.

T have {éen ina former chapter, how exchangers and banks
¥ are ‘mutually afliftant to one another:. the exchangers by
fwelling and fupporting circulation ; the bank by fupplying them

i

with eredit-for that purpofe. While parties are united by 2 com--
mon intereft, all goes well :: but intereft divides, . by the fame prmg

cx plc that-it unites.
No fooner does. a- nation incur a balance '1gamft 1tfclf than ex-

changexs fet themfelves. to work. to make.a.fortune,. by condu&mg;
the:

Mo
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the operation of: paying it. ~They appear then ‘in the light of - po-
litical ufurers, to 1a’ fpendthrift heir who has no guardian.:.The.
guardian fhould be. the bank, who, upon fuch occafions, (and:
upon fuch only) ought to interpofe between the nation and her fo- .
reign creditors. . This it may do, -by .conftituting itfelf at.once
debtor for the whole balance, and by-taking forcign exchange inta
jts hand, until fuch time as it thall have-diftributed the debt it has.
contx‘a&cd for the nation, among thofe individuals who .really owe
*This operation performed, exchange may be_left to thofe Who
nnLc that branch. their bufinefs, becaufe then they will find no
opportunity of combining either againft the intereft of .the bank
or of individuals. B . L
‘When a national ‘bank negleéts fo necellary a duty, as well as:
fo neceflary a precaution, the whole .clafs of exchangers ‘become,
united by a common intereft againft it; and the country is torn to.
picces, by the fruitlefs attempt it makes to fupport 1tfelf thnoub
the help of the only expedient that can relieve it.
Thofc exchangers having the grand balauce to tranfact with other

nations, make ufe of their credits with the bank, or of its notes,

to. draw from it their coin, in orderto export it. "This throws a
great load upon the bank, which is conftantly obliged to provide
a fufficient quantity for anfwering all demands ; for we have laid
it down as a principle, that whatever coin or bills are neceffary to
pay this grand balance; in every way it can be winfaded, it muft ul-.
‘timately be paid by the bank; -becaufe wheever wants coin - for

any purpofe, and has bank notes, can force the bank to .pay in .

coin, or ftop payment. :
It cannot, therefore, be faid, that exchangers, do Wlong, ‘nor

_can they be blamed, indrawing from the bank whatever is wanted

for the purpofe of paying to foreigners what is their due; that is,.

. what- is juftly owing to them. If they do more, they muft hurt.

.themfelves ; becaufe whatever is fent abroad more tha.n is due, .

muft cenflitute the reft of the world debtors to. the country whicly,

fends out their coin.  The confequence of this. is to turn e)\ch;mge .
s ' : . : ‘againft

o
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agaipft foreigners, and to make it favourable for the nation which
is creditor: - In this cafe, were the creditors ftill to continue fend-
ing coin abroad, they would- /g by. that operation, for the fame
reafon thatthey gair, by fending it out when they are debtors.

It is very common’ for banks to complain, when coin is hard to
be procured, and when large demands are made upon theni; they
then allege unfair dealings againft exchangers ;. they fall to work
1o eftimate the balance of trade,: and endeavour-to thow that it is:
not in reality againft the country. . : -

‘But alas ! this is nothing to the pmpofe ; the lm[alzm of trade may "
Be'+very favourable, although the" balance of payments be greatly
againft the country ; and both muft be paid, while the bank has a:
thilling of cath, or a note in circulation. So foon again as the
grand balanceis fairly paidoff, it is impoflible that any onc can find an-
advantage indrawing coin from a bank ;' except in the fingle cafe-
of melting down: the-heavy f{pecies, in nations which give their-
coinage gratis..” Of this we have -treated at f{ufficient. length in:
another- place. SR ,

Banks may indeced” complzun that men of property are foma-:-
times ‘fending their money out of the country, at a time when ic:
is alieady drained of its coin ;. that this raifes-exchange, and hurts -
the trading intereft.

Exchange muft rifé, no- doubt, in- proportion as the grand . ba--
lance is great, and difficult to be paid : But where does the blame-
lie?* Who-ought to -provide thecoin, or the biils for payiﬁg
this grand balance ? 7 Have we not-thewn that it is the bank alone:
who ought to provide coin for the ready anfivering ‘of -their notes ?.
Havé wé not faid; that the ‘method of ‘doing this-is by facrificing
a.part of the intereft due upon the obligations in their hands, fe--
curéd upon the folid property of the country, and by the means of~
forcign -loans upon . that fund, to procure cither the metals them--
klves, or a-power to draw: on thofe pl'xccs where the nation’s credi-

tors refidé )
o c : : _Whichk
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“Which of the two has moft reafon to complain, the bank be-
caule the inhabitants think fit to fend their-effeéts out of the coun--
try, being cither forced fo to do by their creditors, :or choofing fo
to do for their private advantage ; or the creditors of .the bank, and
the country in. general, when, from the obftructions the bank
throws in the way, when required to pay its notes, exchange is
forced up to an exorbitant height; the value of what private mer-
chants owe to ftrangers is- raifed ; and when, by difcouraging trade
in their hands, a general ﬁop is put to manufa&urcs and credit in
general? :

In'a word, the bank has mno -reafon -to .compldin, unlefs they
can make it appear, how any perfon, exchanger or.other, can find
an advantage in fending coin out of the-country, at a time when .
there is no demand for it; or when there is no near profpect of it,
which is the fame thmg’ To {ay that a pr mcxple of public {pirit
{hould prevent a perfon from “doing with his property what is moft
to his advantage, in favour of f wving fome money to a bank is
fuppofing the bank to be the pubhc, inftead of being the fervant
of .the public.

Another argument to prove that no profit can be m"ule bv fendm g
out coin, except when the balance is againfta country, is, thdt we
{ce all runs upon banks ftop, the moment exchange becomes fa-
vourable. Were there a profit to be made upon fending off coin,
independently of the debts to be paid with it which cannot be
paid without it, the fame trade would be profitable at all. times.

'As this is not the cafe, it follows, that the principle we have laid
down is juft; to wit, that the balance duc to foreigners muf . be
paid by banks, while they have a note in circulation; and when
once it is fairly paid by them, allestraordinary demands muf ceafe.

We now proceed- to another point, to wit, ‘What are the confe-

quences of circulation, when a great balance draws away a large
quantity of coin from the bank, and fends it out of the country?

CIHIAP.
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©" How the sz//;ieizf of a wrong Balance affeéts Circtlation.

THAT I may communicate my ideas with the greater preci-

fion, I muft hiere enter into a fhort detail of fome prmc1plcs,
and theh reafon on a fuppoﬁtxon
It has been faid; that the confequence of Clcdlt and papel-v
money fecured on  folid property, was to '1ugmcnt the mafs ot
theé circulating equivalent, in proportion to the ufes found for it.

" Thefe ufes may be comp1c11cnded under two general, hcads'

The firf})’ payrnent of what one owes ; the fecond buying’ what
one has occafion for: the one and thc other may be called “by thc
ral term of ready—money demands.

] et has a ready-money demand upon Ium, and propelty at
tlié fame time, ought to be furnifhed with money by banks wh;ch
lend upon mortgage. ' ‘

i Now "the ftate of trade, “manufactures, modes of living,. and the
cuﬁomal y expence of the inhabitants, when t'chn all together, re-
te and determme what we may call the mafs of 1cady-money
de ands, that is, of ahen'ttlon To operate this. multiplicity. o{
p‘_é.‘y nts, a cexmn plOpOlthll of money is neceffary. - This pxo-
portion again may increafc or diminifly 'u:coxdmg to cucumﬂ’mccs 5
although the quantity of alienation fhould continue the ﬂune

To makc this cvident, let us fuppofe the accounts .of a whole
c1ty Lept b) one man ; alienation will go on without any payment
all until accounts are cleared:; -md then nothing will be paid,

' but genel al lnlances upon the whole. This however is onl) by the

The pomt in hand is to agree, that 2 certain fum of money
is n eIT:ny for cuuymrr on domeftic alienation ; that is, for fatisfy-

* ing ready-money- dcn‘nnds ‘et us call this quantity (A)

VOL.'IL . Z Next,
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‘Next, in moft countries in Europe,” (I may fay all) it is‘cuftom-

ary tocirculate coin, which, for many ufes, .is found fitter than.
paper, (no matter for what reafon) ; cuftom has eftablifhed it, and . -

with cuftom even ftatefmen muft comply.
The paper-money’ is generally made-payable in coin;: from
cuftom alfo. Now, according to the manners of the country, more

or lefs coin is required for domeftic circulation. : Let it be.obferved,.

that hitherto-we have not attended to.foreign circulation, of which
prefentdy : and I fay, that. the' manners ‘of a-country may make
more or lefs coin neceffary, for circulating .the fame quantity of
paper ; merchants, for inﬁancc, circulate much paper and little.
coin ; gamefters much coin, and little paper: one example is fuﬂi—
cient. S
Let this quantity of coin, neceﬁ"try for cnculatmg the. paper-
money, be called (B), and let the paper be called (C)}* confe-
quently (A) will be equal'to the fum of (B) and.(C). Again, we
have faid, that all ‘balances. owing by nation ‘to nation, are pai(f'
either in coin, in the metals, or in bills ; and that bank paper can
be of no ufe in fuch payments. Let the quantity of the metals,.
coin, or bills, going out or coming into thc country for pa,yment
of fuch balance, be called (D). .
Thefe thort defignations premiféd, we may: reafon with more
precifion.  (A) is the total mafs of ‘money (coin and papex) necef:
fary at home: (A) is compofed’ of (B) the coin, and of (C) the
paper, and (D) flands for: that mafs of com, or metal, or bills
‘which goes and comes according as the grand ‘balance is f’l.vOLll'!.bIC
or unfavourable with other nations. ° i
Now, from what has been® faid, we may detcrmme, that theze

fhould at all times remain in the country, orin the bank, a quan- .

tity of coin’équal to (B) ; and if this be ever found 'to fall fliort,
the . bank docs not difcharge its duty. It is unncccfﬁly to deter-
‘mine what part of (B) fhould be locked up in the bank, and Wh"lt
pntﬂxould remain ‘in circulation: banks themfelves cannot dc—
termine that queftion : all we need to fay is, that it is the profit of
‘ - banks
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‘banks to.accnﬂoinvpeopll_e to” the ufc of paper as much as poflible;

-and therefore they. will draw to themfelves as much coin as they
.can. S T D : RN &

"When a favourable balance of - trade brings exchange below par,
..nd brings coin into the countly the confequence is, cnh(,r to ani-~

~mate trade and induftry, to augment the mafs of paymcms to fiwell
:(A), and ftill to preferve (CQ)in circulation ; or to make (A) regorge,

“fo as to fink the intereft of money below the bank lending price ;
" and then people ‘will carry back the regorging part of (C) to the

Dbank, and . withdraw their fecurities ;- which is confolidating, as
we have called it, the property which had been formerly melted
down, for want of this circulating equwalent (money).

ThlS is conftantly the confequence of aftagnation of paper, ﬂom
an overcharge of if, thrown into.circulation. It returns upon
the bank, and diminifhes the mafs of their fecurities, but never
that of . their coin. . . : .

From this we may conclude, hat the. circulation of a country
can only abforb a determinate quantity of money (coin and paper) ;
';.nd that the lefs ufe 'they make of co_in, the more ufe they wili
ma.ke of paper, and wice verfa. - ;-

We may alfo conclude, that when trade 'md alienation, 1nc1eafc,
ceteris paribus, fo will money ; that is, more folid property. will be
melted down ; and when trade and alienation diminith, ceteris pa-
ribus, fo will money ; that is, fome of the folid property formerly
melted down will confolidate, as we have called it..

Thefe viciffitudes in the mafs of circulation are not peculiar to
paper currency. In countries where nothing circulates but the
metals, the cafe is the fame; only the oper: ation is more aukwar d
and e\pcnﬁve When coin becomes fcarce there, it is haldly po(-
fible, in remote provinces, . to find any credit at all: and in the
center of circulation, the ufe of it (intereft) muft 11fL very confi-
derably, and fland high for fome time, before even mtelhgent mer-
chants "will import bullion to the mint; which is the only bank
thcy have to fit it for circulation. '\thn the metal is coined, then

Z 2 men
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men of property are enabled to borrow, or to fell their lands, On.
the other hand, when a favourable balance pours in a. fuperfluity of
coin, and at the fame time cuts off the demands of trade for fend--
ing it abroad, it frequently falls into coffers ; where it becomes as.
ufelefs as if it were in the mine; and this clumfy circulation,. as-
I may call it prevcnts it from commg into the hands of thofe-
who would have occafion for it, did they but know. where to-come:
atit. Paper, on the other hand, when banks. and: trade- are well:
eftablifhed, is always to.be found. Thus, in an. inftant, paper--.
money either creates.or extinguifhes an intereft equal to its.value,.
in favour of the poffeflor. No part of it lies.dead, not for a:day,.
when employcd in trade it is not fo of coin..

We muft now fuppofe: a bank. eftablithed. in. a, counny wliich:
owes a balance to-ather nations. .

in this cafe; tlie bank muft poffefs, or be able to-command; a:
fum of coin or bills equal to.(B) and (D) (B). for: dome{hc and
(D) for foreign. circulation.

Thofe who owe-this- balance (D),. and ‘who-are- fuppofed to h:we
value for it, in the currency of the country, in order to-pay:it,.
mudt cither exhauft 2 part of (B), by fending it away, or they;muft .
carry a part of (C) to the bank, tobe: paid forin coin. If, they pick.
up a part of (B) in the country; then the coin in-circulation; bemg
diminithed. below: its . proportion,. the pefleflors of (C) will'come-
upon the bank for a fupply, in order, to- make up: (B) to-its f01 Ter
ftandard. Banks complain.without reafon. “If they.carry. part oE
(C) tobe changed at the bank, for the payment of (D), they there--
by diminifh the quantity of (C)s confequently. there will be. a de--
mand upon the -bank for more notes, to fupport domeftic. circu-
lation ; becaufe thofe which have been paid in coin are returned
to the bank, and have diminifhed the mafs of (C); which there-
fore muft be replaced by a new mcltmg down of folid property.

Now.1 muft here obferve, that this recruit, ifued to fill up ©)
tO the-level, is an addition made to the mafs of fecurities formerly

todged with thc banL. H :md reprefents, not 1mp1ope11y that- part
: of
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of . the linded property of a ‘couiitry which the bank mu[t difpofe:
of to.foreigners, in order to procurée from- them!'the coif or bills
neceffary for anfwering the- demand of (D)..

Whén notes; therefore; are carried to the bank for payment of
debts dié to the bank, they then diminith the mafs of folid pro--
perty melted down in the fecurities lodged in the bank : but when:

. notcs are carfied to the bank; to be ¢converted into coin or bills, for

foreign C\port'mon they. do not diminifh the  mafs of the fecuri~-

. ‘ties : on the contrary, the confequence is, to pave the way for ‘the~

augmematlon ‘of thém ; becaufe I fuppofe that. tlié hotés, o given.
in o thee bank; and-taken outof the éircle; are-to be replaced by-
the bank to:domeftic: circuilation; to - which they belonged ; and!
the bark muft be at-fhe éxpence of tmmng ‘the:value of thefe:

,addmonal fecurities granted for thei into coin -or fotexgn “bills.

Is not tlus quite ‘confiftent with reafon; fa&¥; and comimon’ fenfe?
If a country contm&s debts to forelgners i$ it.not juft the fame
cafe'as wheil one min’ contracts a'debt. to-another in:the fime fo-
cwty> Muft not the ultimate - confcquencc of this débt be that:
it muﬁ be p;ud either with the coin, thh the movmblcs, or with+
dlc fohd perty.of the debtor, trinsferred to thc cxednor, in'lieu s

of the money owing?:

Vhen a nation can. pay witl ifs coiny or-with its eﬁ'c&s, (that is
f'\y : w1th its product: and m"mufa&urcs) thé operatlon is eafily -
'uul "ncclnmmlly pcxfmmed by:the ‘mearis of tr ade : - when :thefe
ubjeéts are rot fufficient ;:or. when land, oran zmntnl and perpe- -
wial’ income out-of it; muft make up- the -deficienty; . then -more :
{kill and expenee is required .and this expence falling upon banks,:,
makes theit trade - 1efs lucrativé than in.times svhen' commerce :

‘flands ' at par,-or is bringing ina balance.

*Were trade to run conftantly againft-a country, the confequence :
would be, that the whole property of.it would, by degrees, be.:
wansferred to foreigners. This the bank of St. George at Genoa:
has operated with regard to Corfica, as has been oblerved.: But in.
tlmt cafe, banks never. could neglect laying down a plan whereby -

7: . . fLON]
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- to avoid the lofs they .cafually-fuftain, :wil_en fuch f'l'l‘CVO‘lutior_]‘

comes fuddenly or unexpectedly uponathem. . ¢ o w T e
The method would be,: to eftablith an annudl {ubfeription abroad,
for borrowing a fum cquivalent to the grand balance ; the.condition
being to pay the intereft of the fubfcriptions: out .of the .revenue
.of the country. i 7% - T BT PR
. 1f the’ fecurity offered be good, there is no fear but fubfcribers
will be found, while there is an ounce of gold and filver in"Eu-
rope. " - ) P R : A
The :bank of England has an' expedient of another nature, in
what they call their circulation ; which is a premium - granted -te
¢certain perfons, lipon an obligation to pay .a certain fum-of coin
upon demand. -This is done with a_ view to anfwersupon prefling

.occafions. “But England being a profperous wrading nation, which

feldom has.any confiderable grand balance againft -her, (except in

time of war, when the public borrowings fupply in'a great mea-

fure the deficiency, as fhall be afterivards cxplained) this bank
circulation is turned into.a job ; the ‘fubfcriptions being lucrative,
are diﬁributcd among the proprictors _themfelves, who make no
provifion for the demand; and were it again to come, (as has.
‘been the'cafe) the fubferibers would, as formerly, make a call on
the bank itfelf, by picking up their notes, and pay their fubfcrip-
tions with the bank’s own coin. ) . S .
To.obviate .this inconvenience, which was feverely felt in.the
year 1745, the bank of England fhould have opened a fubfcription
in fome foreign country ; Holland, for example ; where fhe might
have procurcd large quantities of foreign coin: fuch a feafonable
{upply would have proved a real augmentation of- the metals; the
fupply they got from their own domeflic fubfcribers was only
Ai¢titious *. C ’
' But

% ‘At this time there was another circumflance, befides the demand of a balance to

be paid abroad, which diftreffed the bank, viz. a fufpicion which took place, thatif -

the rebellion had fucceeded, the credit of the bank would have torally failed.
6 . ‘ C ' " This
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«But banks in :profpcrdus trading nations fit down with cafual
and tempogary mcqpveniencieé 5 and éxcliangers carry on ‘11{1‘ y
able trade; whether the nation be -gaining - or loﬁn‘~ "3,1 tl - whiler
Ilzmrlitich;};ii'cf);;s, and fuch only, are banks’ advantgi‘gcouslc ‘:’1\;(131166
anks eflablithed in Spain, gal; or an er ; :
pays a cou'ﬁa'n:t baldnc%- f;oif’riﬁgai;rg:lscr::y o(}tl-:;zlre'coumry " her
would on_{y help ori their ruin 4 little fafter. o
In .the mfancy»_of b‘apkixig, and “incountries where  the - true -
pru}clzples, of the trade are not well underftood, we find b nli(i
;akmg a general alarm; whe_n’evef a4 wrong balan’cc of trade ;‘CDC;
;;);got;;m ?P?x}_fher.n. ) Tl.lis terror drives them to expediénts for
P gt ‘lelr qedxt; which*we are now to examine, and which
we fhall ﬁ_nd;tO'have a quite contrary tcndenéy. ’ e
~The better to explain this combination, we muft recall to mind,’
. . 2

ines, they -

" that th ; : erand
e payment of -the grand balance in coin or bills is unavoid-

able to : e fai this ba
S eY;}l;:;ks. V\;e have faid that-this balance is commonly paid
3 ers, who pick -up the coin in circulition ing the
e ] in in circulation ; a thing the
. .k t(.‘l:mnot prevent; This- we have called cxhauﬂ.i,ng a pgrt o;
C,OH;C. he. confequence - of this- is;. to make the proprietors of (CY
cor baup;on the bank, and demand coin for filling up (B): to this
n . - .- . N B - - d
he:diminiﬁ:ﬁ.;ﬁ? agl;:e. But by thefe -operations (C) comes to -
, below the level neceffary for carryi in-
dullry, and alienati i ave £ there comonLy
and a on : upon which I have faid tl
enay ! L here commonly -
comes an application to the b i >
1 ank to give more credit, i X
fonport dodp et : 3 X credit, in order to
circulation, which if compli i
e d } plied ‘with, mor id
property is confequently melted down. ’ e ol
- This fwells the : curitics, ar »
o ] ]f3we1;s the mafs- of fecuritics, and raifes (A) to its former
: ut here the bank has an option to refufe more credit : in
* This very cafe points out t] ‘ 5 upe ‘ ;
e p . it the. great.advantage of banks upon mortgage of private
. le: l;qvepfmd, that the credit of fuch banks ought to be eftablithed upon the pri '
3 Y . -
Iles of private fecurities only.  If their notes be iffued upon folid property. thcp y
. N 3

¥ . . -
cbclho}n can icfluence them : but of this more hereafter. e
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-the demand Refufing therefor

a bank do fo fignal a prejudice to their
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; tlous it had none, .

.ncw ClCdltS, for thc demands of dome{hc cuculatxon 5 in this cafe,’
I ﬁy, they, £ fax]. in their duty ito the mation, as banks, ‘and hurt
i As to their dugy to the nation, T {hall not infift
1 dcmonﬁratc tlnt they fail in point of
~combm:1t10n wuh refpe& to their own, ingereft, and that is enough,

I fay, then, that as long as there is one fingle note in circula-

“tion, and any part of a grand:balange owing, that note will come

upon the bank for payment, without a poflibility-of its avoiding
dit, while any notes remain
in the hands-of the pt.blm, is r¢fufing an intereft which may help
10 make up the paﬂ: lofles: but of this more hcxcaftcr.

In the next plage, 1 tth 1 haye. demoni’c rated, that fo foon as’

i the g and ba/anct is paid, it is 1mpoﬁ‘xble that “any more demands for

=

Why,- then thould
country as to 1efufc tolend
them, paper, which the 1(:'1dy-money demands. of; the country

«coin, can come upon the bank for exp

' muft fufpend.in circulation ? And why, do this. at fo. great a lofs

to themfelves? Tt has been faid above, and I. think with juftice,
that this recruit, iffued to il up circulation, adds to the mafs of
b1nL fecuutlcs, and very properly reprefents, that part. of the in-
:come of the folid property, of the country, which the bank, muft
(h(pofc of to f01c1gn01s, in oxdex .to_ procure from them the coin
ot bills ncccﬂary for 'mfwm ing thc dem'\nd of payment of a grand
balance.

In this light nothmr'r can '1ppca1 more, imprudent, than to re-
fufe cxcdm

‘Abank is forced to pay ‘to the hﬁ far thmg of tlns ‘balance ; 5 by
paying i, the notes that were neceflary for circulation are re-
rurned to them ; and they refufe to replace them, for fear that
their fupplying cuu.Lmon fhould create a new b'ﬂancc againft

them! This is voluncarily t'leg on thcmfelves all. the lofs, of -

b1ang, and ICJL&I"!S the advantages.

o Such .

.ﬁuﬁ-vmmw iy e S, i

Now if the bank from g ter- v
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Such m'm'lgcment can’ only" be prudciit when the circulating
notes of a bank arc very few, and when the bal'mcc is very great,
In that cafe, indeed, werc the thing poﬁlble it might be prudent
to glve over banking for a while, till matters took a i'avomable
turn. - - But if we fuppofe their notes to-exceed the balance due,
then all the hurt which mn be done isdene 1hea.dy ; and themore
notes aré iffued, and the more credit is given, fo much the better';
becaufe the’ intereft upon.all that is iffued above the bal
mutft be cléar profit to the bank.

“To bring what has been faid within a narrower compafs, and to
]ay it under our eye at once, let us call the domeftic circulation of
2 country, where a bank is cfablifhed, (A)-

The fpecie itfelf; to carry it on, (B).

_The balances to other nations, (D). :

"The bank muft have a.command of credit and coin cqual to the
{um of - (B) and (D). If dhey have the value of (D) in any foreign
place, where a general circulation of exchange is carried on; then
they have only ‘occafion for (B) at home, and can fulmﬂl bills to
the amountef (D), =

If (D), in confequence of bills dxawn fhall come to be exhauft-
ed, the bank muﬂ: replace it 1g11n by new contradls, to firangers.

"But as foon as (D) is paid, cither i in coin or in bills, then what-
ever coin is drawn from the bank, and fent away by private pcople

ance,

(exchangers, &c.) muft form 4 balance duc to the country ; which

balance will render excliange favourable, and will occafion a lofs
to thofe who fent 1way the coin. In this cafe, the more credit the
bank gives, fo miuch more will their profits increafe.

To conclude: Let banks never complain of thofe who demand
coin of them, C\ccpt in the cafe when it is dcm’mded in order to
be melted down, or for domeftic cxrculanon which may as well
be carried on with papel.

. ‘And fo foon as a demand for coin to pay a foreign balance be-
gins, it is then both the duty and intereft of all good citizens ‘to
bc as afliftant as poﬂiblc to banks, by contenting themfelves with
_paper

(-3
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paper for théir own occafions, and by throwing into the bank all
the coin which cafually falls into their hands. As to duty, I {hall
'offer no argument to enforce it. But I fay it becomes a national
concern to affift the bank ; becaufe the lofs incurred by the bank in
procuring coin, falls ultimately on every individual, by 'Jraiﬁgg ex~
change ;. confequently, prices, by raifing the intereft of money to
be borrowed ; and laft of all, by conftituting a p;l’petual intereft to
be paid to foreigners, out of the revenue of the folifl property of
the country. Upon fuch occafions, a good citizen ought to bluth
at pulling out a plfl‘fe, when his own intereft, and that of his:
country, fhould make him fatisfied with a pocket bopl;.

c H A P: XIIL

Continuation of the - [ame Subjef? . and. of the Principles upon:
which Banks ought to borrow Abroad, ﬂfzd give credit at Home:.
N every queftion relative to this fubjed, we muft return'to prin-

ciples. Thisis the only fure method of ‘avoiding error. The'-
intelligent reader, therefore, muft excufe fhort repetitions, and:

confider them as a facrifice he is making to-thofe of flower capa:
cities, to whom they are ufeful. , k iR ‘
The' principle of banking upon mortgage, is to lend :.md give
‘credit to thofe who have property, and a defire to melt it down.
This is calculated for the benefit of trade, and for an encourages
ment to indufiry. 1& fuch banks, therefore, borrow, it muft b.e
done confifiently with the principles upon which their banking is

founded. - If the borrowing fhould tend to deftroy thofe advantages .

which their lending had procured, then the operation is contrary
to principles, and abufive. So much for recapitulation.

4 While
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. While trade flourifheg and bringsina b:yl;uicc, banks never have
occafion to borrow‘;-i‘t‘is then they lend and givc credit, This, I
believe, we may take for granteds - - ' o

When the country where the bank is .cﬁabliﬂmd begins to owe a
balance to other nations, the bank, as we have feen in'the laft chap-
ter, is obliged to-pay it in coin or in bills. We have there fhewn,
that in fuch cafes it is inconfiftent wiﬂl their principles and intereft,
to withhold lending and giving credit, {o far as is neceflary for
keeping up the fund of circulation to that ftandard which aliena-

tion and ready money demands require. . ) . .

To refufe credit, and at the: fame time to borrow at bome, muft
then, at firft fight, appear to be doubly inconfiltept. But in order
to fet this point in the cleareft light [ am capable, I thall reafon
upon a fuppofition analogous to the fituation of the Scotch banks,
and by that means avoid abltraction as much as I can.

Let me then fuppofe that Scotland, during the laft years of the

war ended in 1763, and ever fince (I write in-r764) from the un-

avoidable diftrefs of the times, was obliged, 1. to import confider-
“able quantities of grain in fome bad years; 2. tore fund the Engiith
loans of money fettled -there in former times; 3. to furnith fome
of the inhabitants with funds, which they thought fit to placc in -
England; 4. to pay the amount of additional taxes impofed during
the war; while, at the fame time, feveral of the ordinary refources
s withdrawn ; fuch as, 1. a great part of the'induflrious inha-
Ditants who went to fupply the fleets and armies 3 2. the abfence
of the ordinary contingent of troops ; and 3. the cutting off feveral
beneficial articles of commerce. Let me fuppole, I fay, that frora
a combination of thefe loffes incurred, and adéantages fufpended,
Scotland has loft annually, for eight years paft, two hundred thou-
fand pounds..- I am no competent judge of the exalnefs of this
eftimate, it is of no confequence to the argument; but I think I
am far beyond the truc computation. .

On the other hand,. let me fuppofe, that the fum of currency in
paper, {ufficient (with the littde coin there was) to circulate the
L . Aa 2 . whole
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vx‘sihoAl/e of thd-alicriations if Scotland; (that is toAfay,'tli'c"“_‘rhole"-
- domeftic circulation, fuppofiig no balance to be owing to England’

i othier countries) to be one million fterling. 1am pérfl\gded B
am here below the true eftimate;’ but no matter. R
Is it not cvident, from this fuppofition, and from the principles
we have been deducing, that unlefs the banks of S;otland had
alienated annually in favour of England, a fund for paying the in--
rereft of two hundred thoufand pounds capital, and either bro_ught
Jdown the coin, or given biils on London for the fum of that capital-
every year; that the million of Scots currency would have bee
diminifhed in proportion to the deficiency s and would not the confe--
quence of that be, ceteris paribus, to bring the Cllrr(:llcy'bClO?V the: de:
mand forit; and, confequently, to hurt trade, induftry,and ahenanon?‘z
Now fuppofing the banks, inftead of providiflg,' in England, &
fund equal to' this grand balance, (as I have faid thcyiﬂmuld do)
to remain in confternation and inadivity, giving the whole of their-
attention to the providing coin and bills to fupply -the demand of

exchangers, whofe bufinefs it is to fend out this annual balance 5

what will the confequence be? ‘ - . oo
T anfwer, thatif the banks, in fuch a-cafe, donot follow the plan
1 have propofed, the confequence will be, that two llupd;ed:tlloqa;
fand pounds of tlieir paper wvill_bq,' the ﬁrfc year; tz'rkefx outof the.‘
Jdomeftic circulation of Scotland'’; will be carried to-the b_ank; and:
coin demanded for it If the coirr is found in the'zb:_mk, it is‘ well 5
jt goecs away, and leaves the, paper fh'(ful:ltx()n of Scotland at
800,000 This void muft occafion applications to-the bank: for cre-
dits to fupply it. Ts it not then the intereft of the-bank to fupply.-
¢ We have foid'in die former chapters that it is.  But now let us.

fuppofe it objected, that if banks {fhould iffue notes at fuch a time;

their cafh Baving been exliaufted; they wouldbe obligf:d to ftop al'tq-
gether, upon & returmy of tliofe notes-iffued upon a(vld}tionalycrc«r:hts.
To this. I repeat again, becaufe of the importance of‘th.e fubjef:'t;': ‘
that notes iffued to fupport, the demand of- circulation never can:
yerurn upon the bank, fo as:to form :1<demand for coin; and-if
[ L ... they
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‘theysdo:return, it muft be in-order ‘to:extinguifh the fecuritics:,
granted: by thofe who have credit. in bank, (L except: always - that:.
regular demand for coin, at all times neceflary for circulating the-
paper for-domeftic ufes) and if: thofe-notes return of themfelves,
without being, called" in, this phenomenon would be a proof - that
circulation- is diminifhing- of itfélf: but fuppofing:fuch a cafe to- -
happen; it is plain that-fuch return can produce no call*for coins.
becaufe-when the notes return it is not for coin, but for acquitting:
an obligation ‘or mortgage; as has been often-repeated:

Notes are - paid in, Ife{y, becaufe - circulation: has thrown theni:
out.  Now if circulation has thrown them out as: fuperfluous, it
nevercan-have occafion for-coin in their{tead;;. becaufe coin anfwers:
the fame-purpofé:. . o I
But then it is urged that tliey do not return, becaufe circulation:
hasthrown them out, but becaufe coin is wanted :- be it fo. Then.
we muft fay,  that circulation is not diminifhed, as we at firft fup-
pofed ; but that the return of anothier-year’s balarice, makes-a newr.
demand for coin neceflary: ) . o o

Now I afk; how the withholding this 200,000 Z' from' circulatiorr,.
after the firft year’s drain; can prevent the balance fromreturning -
There are by the fuppofition flill 8oo,000 /" of notes in the country ;-
will nat excliangers get hold of two liundred thoufand out of #his:
“fund, as well as out of thie million? For he who owes, muff payy.
that is, mmft circulate. It is only the circulation of the induftrious, .
of the rich; in fliort buying, thatis to-fiy, woluntary circulation, “which.
is.flopped for want.of currency: paying, thatis, involuntary circulation, .
never can.b’e\ﬂopped'; debtors muf? find 'money, as long as there is-
any in the country, were they to give an.acre for a fhilling, ora.
Toufe for half a crown. Now thofe who owe this foreign balance-
are debtors; confequently, they muft draw 200,000/ out of circu--
lation, the feéond year as the firlt, whether the ftandard million be-
Ailled up or not. The withholding, therefore, the credits demanded
upon the firft diminution; has not the leaflt effect-in preventing the-
‘demand for coin the year following: it onl&idiﬁrelfcs the country, ,
raifing exchange, and.the. intereft of money, by rendring money

’ fcarces;
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fearce ; and what is the moft abfurd of all, it deprives the bank of
10,000/, a year intereft, at g ptr cent, upon 200,000/, whxdl it may

iﬂ e anew, . o

- Suppofeagain,thata f_econd year's demand fora \balan"c of 200,000/,

comes-upon the bank: if the coin is out, as we may fuppofe that after
fuch a drain it will not be in great plenty, expedients muft be fallen

‘mpon. . In fuch a cafe, if the bank does not at once fairly horrow

at London (without any obligation to. repay .the capual) a fum of
200,000 2, and pay for it a regular intereft, according to the rate of
woney, with an obligation to pay, as government does, quarterly %,

on the change of Lmd‘on, it will be involved in expedients fwhich
will create a monfirous circulation of coin in: the bank, perhaps
double of the fum required, and all thofe operations will land in the
end (as to the bank) in paying the intereft of this fum out of the mafs
of its fecuriiics or flock. .Jf the bank fhould borrow this 200,000 JA
in London, in the manncr we have faid, the circ,u,lnting fund of

coin will be nowife diminifhed 5 there will be no call extraordinary,
no rifing of exchange; the bank will havevbis in its hands; and if

i¢ vifes, it is the bank, not the exchangers who will pxoﬁt by it
.But let us fuppofc that inflead of this, it ﬂlould Wave recourfe to
temporary credits upon which the capital is cenﬂmtly demandable,

or to other expedicents fiill lefs effeCtual for a wfwering the mll which '

is to come upon it for the fecond year's s balancn: what Al be the
confequerice! To this 1 anfwer, that thofc merchants, or others
who owe the balance, will a ‘.pply to e.\clﬁangus for hills, for which
they muft pay a high exchange: thefe bills will be brought frony
the exchangers wuh_notca, (taken out of circulation) and will re-
duce this 16" 6oc,o00 ), the exchangers will carry. thefe to the bank
and demand coin, JIF the bank fhould make ufe of an optional
claufe, to pay in fix months, with interclt at § per cent. the cx-

1 FOrS iIL obtain fix months credit at London, and in confe-
diar, their bills will be honouied and paid. This credie

% the interel or dividends on government fecurities be paid cvery half
¥y, yet by purchutinv partly in one fund, and partly in another s for inftance,
5 Old South Sea annuitiss, and half in New, purchafers may have thelr interelt
patd quarteily, . ' R -

: ’ cofls
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dofts them money, which is:added to the exchange: the Bnnk, at
the end of fix months, pays in coin, which in the interval it muft
provide from London. It pays alfo fix months intereft upon the
papcr formerly prefented by the exchanger: add to the account,
that bringing down the coin muft coft the bank at leaft 12 fhillings
" per hundred poundsp and as much more to the exchanger who re-

and diminution- of circulation, expence in exchange to the debtors
of the balance; frefs of credit upon exchangers for procuring fo

large advances with commiflion, &c. expence to the bank in pro--

viding coin; expence to the exchangers in returning it; after.all;
I fay, the operation lands in this: that 200,000/ of notes, taken
out of the circulation of Scotland, returns.to the bank who muft
have provided; at laft, either coin, or credit at London for them..
This return of 200,000 /. of notes does not diminifh the mafs of

thofe obligations lodged in the bank, in virtue of which they are cre--

ditors upon the proprictors of Scotland : confequently the bank has

conftituted itfelf debtor to England for thofe funds which have been -
torn_from itin the manner above defcribed: confequently, had it, by -

a permanent loan, conftituted itfelf voluntarily debtor to England
from the beginning, it would have paid no more, nay lefs than it
has been obliged to pay; circulation would not have loft 200,000/
and the bank would have had the intereft of 2 0,000/, added to its:
former fccmmcs which would compenfate (pra tanto at leafl) the-
expence of borrowing that fum in England upon a permanent fund.
Inftead of which it compenfates the intereft of a temporary loan,
with the fame fum of intereft taken out of the fecurities in its:

" band. " If, therefore, from an ill grounded fear of ifluing as much:

aper as is ‘demanded, it fhall withhold it, - there refults to itfelf a.
lofs equal to the intereft of what it refufes to lend; that is.to fay,
there is a lucrum ceffans to the bank of the intereft of this 200,000 /...
at g percent. or at 10,000/, a year; which other banking companies

will fill up, and thereby extend their circulation:. .
: - 1f,

ccives it in order to fend it back again ;- and after all thefe intricate .
operations which have coflt fo much. trouble, ill blood, {hgn"mon :

e A T B st
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“1f, befides refufing credits, it fhould call in-any part of thofe
*»al;'ca(lj' given, it ftill.diminifhes circulation: - but then by thatope-
_ration it diminifhes the mafs «of .its fecurities, and {o diminifhes
fhe fum of the intercftannuallypaid to itfelf. If it goes farther and
‘borrows money at home, fuch loans will be.made in its own paper,
~which will diminifh farther the mafs of circudation ; and if it goes
on recallin g the credits and mortgages, it will foon draw every bit of

its paper out of circulation, and remain creditor upon Scotland only
#or the balance it has paid to England on her account. - Such are
ihe cépfequcnces, avhen a bank which lends upon private {ecurity
withholds credit, at a time -when a national balance-is due, and
- when applications are made to it for new credits, to fill up the void
of circulation occafioned by -the operations ufed for the payment of
the balance: fuch alfo are the additional fatal confequences, when
to this it adds fo inconfiftent an operation as that of Dborrowing in
its owni notes, or recalling the credits it had formerly given.

By the firflt ftep it only appears paflive in allowing natural caufes

to deftroy both the bank and the nation, as I think has been proved.

* By “the fecond, it is active in- deftroying both itfelf and the
' country. : : - .

" “What benefit can ever a bank which vlenél_s upon private fCCurit);
reap by borrowing within'the country of which it is the center of
.circulation ; nay, what benefit can it cver.reap from withhelding
its notes from thofe who can give good fecurity for them!

Every penny it borrows, or calls.in, circumfcribes its own profits,
while it diftrefles:the country. After all the combinations I have
Dbeen able to make, 1 can difcover but one motive which (through
a falfe light) may engage a bank to this ftep, -to wit, jealoufy of

- other banks. : . T
- As this fpeculation is defigned to illuftrate the principles of
- circulation, from circumﬂar_)ces relative to the prefent ftate of the
Scotch banks; let us call things by their names. -
" The banks of Edinburgh refemble, more than any other in Scot-
land, a national bank,. Let me then {fuppofe all that can be‘fup—

S ‘ pofed,
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_pofed, viz. that the abundance of their paper has given occafion

-to lefler banks to pick up“frdm them every fhilling of coin which
thefe leffer banks have ever had; and that thefe have had the
addrefs alfa to. throw . the whole load of the balance uponthofe

_' -of Edinburgh : let this be fuppofed, more cannot, and let us .

allow farther, that this muft ever continue to be the cafe. In thefe
circumftances, what motive can the banks of Edinburgh have for

.. withholding credit from thofe who are able to give fecurity? What

motive can they have for borrowing up their own notes?
Indeed I can account for this plan of management in no other

way than by fuppofing, that difgufted at the. long continuance of

an unfavourable balance of trade againft their country, and vexed
to find the whole load of it thrown upon themfelves, they have
raken the refolution to abandon the trade, and are faking this me-
thod of recalling their paper altogether.

Let me fuppofe. the contrary, and I fhall not be able to difcover
how it is poflible that fucha conduét can turn to their own advan-
sage, throwing out all confiderarion of the public good, which
for fome time, no doubt, muft be greatly hurt by it. '

" ‘As long as any confiderable quantity of their notes is in circula-

_ dion, and that the principal exchangers refide at Edinburgh, they
never can avoid the lofs of paying the balance; and by refufing

1o fill ‘up the void occafioned by the return of their notes, they deliver
the whole profit of replacing them to the other banks, their rivals.
... Let me next eftimate the lofles they fuftain by furnifhing coin

. to the other banks, and for the payment of the balance; and then

compare thefe with what they lofe by not keeping circulation full.
I fhall fuppofe’the balance to cofl them two hupdred thoufand

b.pounds per annum; and 1 fhall fuppofe that-all the lefler banks put

rogether have oceafion for two hundred thoufand pounds in’thieir
chefts: " Is nor this computation far above what can poflibly be

fuppofed ? :

.+, Will it be allowed that if the bg\_hks 0_? E(}il:;b\ll"gh ';V‘%liilxgli fub-
. mit to pay the whole of the bills of exchange demanded ‘on Lon-

VOL. 1L : ‘B Db " don,
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don, for ilis balance, they will have at leaft the preference in
replacing that fum to circulation ? - )

If they. pay (he balance of 200,070 /. a like fum of their notes
muft come in to them, without diminifhing one fhilling of the
intereft .paid upon the fecurities lodged -in their banks ; confe~
quently, the only lofs incurred is the difference between the intereft
they reccive, which is 5 per ceut. and what it would coft them to.

borrow a like fum in London, .and to remit the intereft of that

{um four times a ycar.
Now the value of a 4 per cent. is at prefent about 96; fo in paying

205, per quarter on the change of London, theEdinburgh banks may.

have at London a capital of 967 Let me call it only 94 7. fup-

p&lng their credit not to be quite fo good as that.of the funds.
1 think it as good to the full ; and 'am fure it is fo. At this rate,
the 200,000 /. will coft them an intereft of 8sr1o 4 inftead of the
10,000 Z which they will receive for the like fum added to their for-
mer fecurities.  Now I{uppofe ehat they have recourfe to exchangers

(o remit this intereft, and that they pay for it 5 per cent. (which is.
an abfurd fuppofition, as they will have the exchange entirely in

(heir own hands) and that they give all the bills for the 209,000 /..
at pnr'; (alfo a ridiculous fuppofition) the § per cent. on 8510 1 is
4251 105 which added o the intereft, makes 8935 L 10 s. fothat
afrer all, they. will bave upon the whole tranfaction 1064/ 10 s.
of. profit. : T ' .
Next, as to the lofs incurred in furnifhing 200,000 . to the other
banks: If this coin be dc‘inanvded of them by thofe banks, the de-
manders muft, for this purpofe, draw 200,000 /. of Edinburgh
notes out of the circulation of Scotland ;‘whicﬁ 1 have {uppofed

- may be replaced in fome little time by the Edinburgh-banks; con-

{equently, if this fum alfo be borrowed at London, there will refult
_ upon this operation, as well as upon the laft, a profit of 10647 10+.
But then indeed they muft be at the expence of bringing down the
coinborrowed, at 12 s per 100 I becaufe thofe banks will infift
upon having coin, and, refufe bills on London. This will coft
1200/
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1200 /. from which deduét the profic of 1064 L 1o s. gained by
the firlt operation, remains of lofs upon this laft tranfation 135 /..
10 5. no great fam*.  Does it not follow from this reafoni_ﬂg, that
the banks of Edinburgh will have the whole bufinefs of exchange
sn their ownhands? What exchanger thcn‘x‘vil} enter into compes
tition with them ! The domeftic tranfactions with the merchants
and manufacturers of.Scotland will be their only bufinefs. Far-

ther, L - .
“What prevents the banks of Edinburgh to have offices in cvery

- trading town in Scotland, where their notes may be regularly

paid on prefentation, and new credits given as circulation de-

mands them? o s )

~ The only objecionT can find to this plan of banking, is the dif-

ficulty of finding credit at London to borrow fuch large fums.
This, I think, may alfo be removed, from the plain principles

of credit. If the banks of Edinburgh cnter into a fair coalition,

as they ought to do, 1 think, in order to form really a national

bank, totally indcpendentbf that of England ; may they notopen

a fubfcription at London, and eftablifh a regular fund of their

.own, as well as any other company, fuch as the India, or South

Seca ? By borrowing in the beginning at a fimall advance of intereft
above the funds, and paying as regularly as government does, will

not all thofe who make a trade of buying and felling ftock fill

their loan, rather than inveft it in any other carrying a lefs in-
tereft?. And if the whole land fecurities, and ftocks of thofc

= \We are not to fuppofé that this searly balance of 200,000 1. is always 1o conti-
a t yearly >

- ‘pue. We have feen how it has been occafioned by a courfe of unfavourable circum-

ftances, which have run Scotland-in dubt 3 we have feen how the banks may interpofe
their credif, in order to aflift the country in paying it s and we fhall fee, before we dil-

* mifs this fubject, how they will be enabled to repay it, and fet Scotland free, by a re-

turn of a favourable balance 'upon their commerce. L et it then be remembred, that
all thofe contrations in England are properly the debts of Scotland, not of the banks.
Scotland, therefore,’ and not the banks, muft be at all the -expence therchy incurred.

~Thefe points fhall be cxplained as we g9 along. P
: Bba o banks -

L gesi
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b'mLs at Edinburgh be pledged for this loan, will it not ﬁand on .

as good a bottom as any fund upon earth ? And can it be doubted
but pallnment will encourage fucha fcheme,’ upon la) ing the af-

-+ fairs of Scotland and thie banks propcﬂy before them ?

By this means they will really become 2 national bank: becaufe
TEngland {feems at prefent to be to Scotland ‘what all thie reft of the
world is to England. Now, the bank'of England has no fuch fund
of credit on the continent, that Iknow ; and were that country to
fall into as great diftrefs, by a heavy balance, as Scotland has ‘t?een
fhe would find as many difficultics in extucatmg herfelf by do-
meftic borrowings, bank circulation, &c: ‘as Scotland has foun}d by

the like domeftic expedients. She would then be obli ged for herre-

lief, to have recourfe to a fund opened in Holland, Spain, or Po
tugal, like to what I propofe for Scotland with refpec to En lan:i-
I have heard it alledged, that the whole diftrefs occafioned %o th
banks and cuculanon of Scotland, was occafioned by a falfe ﬁec
taken by them, fome years ago; at the time when the lownefs or;

* the Englifh funds, and a profpeét of a peace, occafioned great re-

mittances from Scotland, and a withdrawing of the large capital
of perhaps, 300,000 /. owing in Scotl"u_ld to Engliflh pcxfons of
‘property. i
At that time, it is faid, the banks i 1mp1 udently hunched out in
giving extenfive credits to Lhe debtors of thofe capitals, and to
N

thofe who wanted to remit the funds they had fecured in the hands of

People. who .could not pay them; that this threw a load of paper
into circulation, which it could not fufpend, being far beyond the
extent of it; and that, confequently, the paper came back 1:1p0n the

bank, produced a run for coin, which foon exhaufted, in a manner,
all that was in Scotland ; and that the country has never been '1b1e '

to recover itfelf fince.

This 1ep1efcntat10n is plaufible, zmd has an air of bcmg founded
0;1 principles: in order therefore to ferve as a further illuftration
of the {fubje of cucul'mon I {hall point out where the f111;lcy

lies.

4 It

S i

‘did right; but they.

" to pay,

- they .being in no capacity to do,

. credits are dcm'mded with a view o

- - — e e e o T,

cuar: XL
" It is faid the banks did wrong in giving thofe credits. - I fay, they
did wrong in not providing '1ga1n£’c the con-
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fequences.
Had they refufed the credits, the Englith and other creditors

would have fallen d diretly upon their dcbtors, and obliged them
by -a fale of their lands, at an under value; which,
re been an mﬁmte lofs to Scotland. In this Way

think, would hav
the price would have becu paid in bank paper, taken out of cir-

culation; for we have faid, that ke who owes mujl pay, be the confe-
quence what itwill. This paper would have come upon the banks
.and being a balance due to ftrangers, muft have been

The banks therefore did ught to fupply the
but then they might have forefeen that the
debts would fall upon them ; which
fhould have immediately pledged
in England, the intereflt of the credits- they had given out, after
fupplying the want of Scots circulation, and when the notes came
had at London the -capital of that intereft’
ff, and no inconvenience would have

at any rates-
pald by the banks.’
credits-demanded ;
whole load of paymg thofe

in, they would have
prepared for p"tymg them o

been found. :
The only thing then the bank fcem to have m1s_1udged, was the

granting thofe credits too haftily, and to people who perhaps
would not have invefted their funds in England, had it not been
from their facility in giving credit.
Banks therefore fhould well examine t
of the grand balance, in difficult times, before they give credit.
1f circulation be full, they may, with juftice, fufpeét that the
f expediency, tO tran{port pro-
which otherwife might have remained.

‘perty out of the country,
" But in favour of circulation, or in favour of what might be exacted

by fom1gn creditors, banks never can misjudge in giving credit s
- becaufé, if they fhould refule to do it, they in the firlt place incur
a lofs themfelves ; and in the fecond place, thcy diminifh the fund

of cncuhuon, and thcxeby hurt the coumry Now when, at
. fuch

e+ g

he ftate of circulation, and
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fuch times, a credit is afked or gwen that demand is a w:unmg

to banks to prepare ; and by preparing they are ready, and nolofs

is incurred.
Upon the whole, it is an unfpeakable advantage to a nation to

have her foreign debts paid by her bank, rather than to remain .

expofed to the demands of private forelgn creditors ; becaufe,
when a bank pays thcm, I fuppofe her to do'it upon a loan in the
funding way, where'the capital is not demandable- ‘by the creditor;
whereas when private citizens are débtors to ftrangers, the capi-
tals are always demandable; and when a call comes fuddenly and
unexpectedly, the country is diftreffed.” What would become of
Grear Britain, if all her debts to ftrangers were demandable at any

time? Itis the individuals who owe, in effed, all that is due to - °

foreigners ; bécaufe ;they pay, the intereft: but they pay this in-
tereft to the public; and the: pubhc '1ppe"us as the debtor to all
ftrangers, who have no right to exa& the capital, although the
ftate may fet itfelf free whenever it is convenient. :

I have faid above,  that after all the combinations Ihad bcen able
to form, I could difcover but one motive to induce 2 bank to with-
hold credit ata time when it was demanded for the ufe of domeftic
circulation, viz. jealoufy of other banks.” What my combinations

" could not then difcover, my inquiries have fince unfolded.
It is faid, that the banks finding fo great a propenfity in the in- .

habitants of Scotland to confume foreign manufactures and pro-
duce, fell upon this expediency of calling in the old,’ and, of refufing
new credits, in order to cut off. fuch braaches of hurtful Iu\my

“and expence.
“Could the execution of fuch a plan prove a remecdy 'lg"un[‘t the .
vice' complained of, this circumftance alone would more clearly *

demontftrate the utility of - banks upon . mortgage, than all T have

been able to fay in favour of that eftablithment.

Let us thercfore have recourfe to our principles, in order to dif-
cover what mﬂucncc a bank canhave in this particular.

We
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We have diftinguifhed between neceffary and woluntary circulation :
the acceffary has the jm_ymmt of debis ;. the woluntary has buymg for its
object. ) »

We have faid that he who owes is either a bankrupt, or muf pay,
as long as there is a fhilling in the country.

But he who buys, or inclines to buy, muf have money, or he can

-buy nothing; for if he buys on credit, he then falls 1mmcdx.1tcly

into the former category, and aufl pay.

By withholding money for the ufes of circulation, '\Vthh banks
may do for fome time, buying may be ftopped ; paying wever can.

Now if the mafs of money in circulation is brought fo low, that
the bigher clafles of “the people, who confume foreign pro-
ductions, cannot find money to buy with, what are we to {uppofe
will be the cafe with manufa&ulexs, and with the merchants Who
buy up their work ? - Could this operation of the bank affect the
bigher claffes only, by curbing their anti-patriot expences, avithout
affecting the lower claffes, by curbing their induftry, I fhould think

it an admirable difcovery. If it even could be made to affect thofc -
. merchants and fthop-keepers only, who deal in foreign commodi-

ties, -fo as to difcourage them from carrying on that bufinefs, there
would refult from it a notable advantage.

But alas! wherein are they hurt: They trade in fuch commo-
dities, not becaufe they arc bad citizens, but becaufe they are free-
men, and feek profit wherever the laws permit. :

Perhaps, they find more. difficulty than other peoplc in foxcmg
coin from the bank, as matrers ftand : perhaps, they are loaded with
opprobrious appellations for extorting fuch payments from the
bank: perhaps, their credits with the bank are recalled. But muft
not thofe who buy from them, pay them 2 And muft not the bank
give coin, or bills, for the notes they receive, when prefented for-

payment? Why, therefore, throw difficultics in the way > All the *
- world knows, that no human engine can prevent a merchant from

laying all the expences of his trade upon the confumer. Correct

the tifte of the confumers, and you may flop the trade: no-

7. o other
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- “other reftraint will be of an

. "of bank management ;

" - fhould fuccee
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. ‘ y confeguence. : But in oxder to corret
‘the rafte of confumers, do not depri\;e themla.bfolutcly ;f nf\oneyl,
becaufe the moﬂcy the landlord‘receives, czmes frorr(; tfdel . riiszeo;
for the pri is grain, &c. Would it be a goo

for the price of his grain, ‘oul O ) ‘
(:‘Lventilg foldiers from drinking brandy, to cut off thc'au' _ﬁ-lill)ﬁﬁo
'lc)ncc-x;nonéy? . Give a drunkard but a penny 2 d:_ty, it v;le : ﬁb
“for l.iquor . and thofe who are fond of foreign clot:mi, will ta

0 it fi ir belli t it on their backs. ]
fice of it from their bellies, to pu ! : N

th‘szlelx.is fcheme of the bank’s withholding credit, p.rovc.si at ]:)IC
fent, any check to’ thofe dealers in Englith goods, it W.{l be 1;:
‘for :’l very fhort time. They have been taken/by furpuzel, and,
o i thrown into inconveniencies from an ‘ux}expe&cd change
D b but as long as there is a demand for fuch

hey
commodities, -there will be a fupply ; and when’ people owe, they
;m(/i pa)' No operation of a bank can prevent tlu.s. . » thés
1 muft, therefore, according to principles, difapprove of . ;
; N o H o .
pﬁblié-fpiritéd attempt in the banks of Edinburgh; becaufe, if 1
“induftry of Scotland, inorder to prevent the faie of_]fl?)i;hf? Og;o:li e
’ if i 3 hich is more than probable, fr

1if it docs not fucceed, W ; than pr .
m{;'(d;ity of other banks in fupplying credit, it will have the effect
& ! ’ 1 /@
of J"u’ining the banks of Edinburgh tl}emfclx es. cbferiotion

This ftep, of calling in the bank credits,and opening '1‘L ud.gq? >

s e hers in a light fomewhart different.

- a loan, is reprefented by ot ght fo different,
fOlB vthefe,"lt is alledged, that in the beginning o.f rhc_ year 176t ,
whc)n the Edinburgh banks withdl"éw 2 of all t}leu‘ cafh accomp \;
and opened a fubfcription for:-borrowing-in therlr own notest, a; ad
; 3 ven - cent. the demand for money, to fen
interclt of 4, and even 5 percen T ‘ ‘  send
to England, was not occafioned by the great balance owmg1 by .Scb -
land, but to the high premium money then bo;c atL %on( ogl;ﬂléd
cauf;:, fays the author of a letter to J...F...... Elgs pu
at that time, - S . L g

« This dcl,nand arifes from a profit on carrying money to.Lon

£ - 12
] ance of tradc.
« don, as a conmodity, ar‘1d not as a bala . N

d. it will have the effe& of ruining all the trade and -

193}
It is not eafy to comprehend how there could bé 1much profit
in carrying money to London'at '3 per ceir. lofs by ekéll:xxlge, from:

Scotland, where it bore § per cent. intereft. s L )

! Itis true, ‘that at certain  times, there were confidérable profits’
made “upon flock-jobbing; by which fome won, :mdpfhcrs were*
ruined. - I agree; that the country was greatly hurt by the folly
of thofe who played away their own property, and by t_hg:‘fog'u'cry :
of others, who borrowed that of their neighbours, with an intene: -
tion of gaming at theirritk. But is this a vice which any bank can-
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corre®, while it has a'note in circulation ? ) .

If, therefore, it was a fentiment of patriotifm which moved the
banks to fuch a plan of condud&, 1fay they ;lieréby_ﬁid more hurt:
to induflry, by contrading circulation; than good to Scotland, by
attempting a thing which was beyond their power to acconiplifh.

If they were moved to it by a principle of felf prefervation, I fay "
they loft their aim, by cutting off their own profits, which would"
have done much more than’ indemnify them for the lofs of borrow- -
ing at London; at the  time when money there ‘was hatdeft to be”
got: -for whatever exorbitant expence "of exchange gameflers may -
incur, to procure ready money to’ play with,’ the rate of the
ftocks at that time never was 16 16w, as to afford a profit upon 10~ t
ney remitted at g per céut. lofs by exchange, while that moncy was : -
bearing 5 per cent, intereft at home. o o

The loweft rate of ftocks was in January 1762, Towards the end
of that month 3 per cents. fell to 6311 this makes the value of mo-

ney to be ‘about 42 125 per-cent: In ihe(e_ﬁmds, V‘CCI‘_tZLil_ll)’, no-
body could inveft, with profir, money f{ent from Scotland. :
After the newfubfeription had been open for fome time, ferip
indeed, or 4 per cent. fell in this month fo low as 744, that is, mo-
ney rofe 8 §.4 per cent. ‘\vhci'cgls} had ferip flood at the proportion of
the 3 per cents. it thould have ‘been worth about 84:-but at the be--
ginning’ of a war with Spain, when the minds of men were de- -

prefled, and filled with apprehenfions, and when a new loan was -

perhaps. expeéted at a higher -intereft than ever’ government had -
VOL. 1. Cc

given,
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given, was it natural, for people to be fond, of invefting inayg per
cent. {tock whlch was to fall to 3 per cent. in a few ye'us*

Beﬁdes let us examine the profitto be ‘made, by invefting even in.
that fund 100/, ptoduced in- Scotland 5l intereft, thar. capital
remxtted to London at 3 per ceitk. exch"mge, was reduced to 97/ : 110w
if 74. 5l ploduced 41 the produce of .97 1. would be abou
\Vould any man_ f01 the fakc of + per.cent,, advance of intereft on.
money 1em1tted cver tth of fendmg lar ge}fums_to London to.be
invefted i ina f.J.llmfr ftock.? :

1 allow that, upon opening fubferi 1pt10ns, great profic was fome=
times made by, thofe who conttaé’ted ‘with - government, and who
1ece1ved the fubfcriptions at prime. coft, But this profit depended:
enmcly upon the fubfequent rife of the fubfcrlptlon, when, the.

ougunl fubfcnbels ‘brought it ﬁrﬁ: to malkct, ag alfo from. the,

fmall fums they had advanced: this operation was over before the
cnd of ]'muary 1762

wluch the pxoﬁt was m
neceﬁ'aly to obtam a {h

'md the {nxnxﬂe
in thofe fubfcrlptlons, re

nt of time.,

mitting large ams$ in the prop

I‘nthel, 1mght not the banks,ﬂn the Ihoxt peuod during which
ruch lay gc proﬁts wexe made, had they lnd the exchange_ in their.
te the attempts of our Scots..

hands, have raifed i it fo highas to f1 ufty
gamefters? If it be faid, that exchangels would have dtfappomted

anfwer in the negati
rxfe, of ttfelf .in proport txon to the value of.

thcm, by giving it 1owe1 3
{ct of men exclnnge wi
money in ! the place t0 -w/ :
any time brmg in, at London 20 per ¢ cent mtexeﬂ exchange upon
thiat phce \vould rlfe umvelfally in propornon

The only motlvc, not already n mennoned for fending money toA
it dxfadvantages, was the profpecto of .
a great Tife upon ‘the {’tocks, in the event of a peace. Upon wlnch I
obfcwc, that the value of that prob:xbxl_ ty was mcluded in the theu .
puec ot ﬂoek, and had thc Plob’lbﬂlty of a pcace, in ]amuuy x762, _

T ondon at tlns tame, undel fo

been
s

The fma.lnefs of the fam, 'uivanced .upon,
l‘mtereﬁ ~which was _
it; exs;
tlemely' dlﬂicult fm people m Scotl d;to fhale in the proﬁt by re-

becaufe -to, that .

peaple mclmz ta remit it, And could money at.
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of a proﬁt i
ney a1
pay no exchange at all’

Froi thefé conﬁderatlons Iam led to :
attlor of the letter fo J. F. Efq, who fa;sl,frf‘r'lf"h(:tn1?11:111:8612}?15
« cafe” (the c1rcumﬂances opera.tmg in J'mu:uy 1762,) « tll)le (lrelf
“ mand” (for money to remit to London) “is unhmtted zmd no

provxﬁon ihé banks cin make cad be of tfe} 6 thé contrary,
“ could they find d trea.fure, fuppofe of a mllhon it would onl)y

(5

feive t6 mcreafe it'; ‘bécanife this demiand anfes on a ploﬁt on czu
“ rying money to Loudon 4§ 4’ coniii
¥ of tmde ?

CHAP XV,
' Of aptianal Claife c;,;;é;;;ggz‘;;;"éa;;/f Notes,

[

e

AS we are exammmg the prmcxples upon Wthh banks of cu;
culation wpon mor tgagc, which iffue notes payable in coin

are eftablifhed in Scotl'md (it is proper to take notice of ever cllr’

cumftance which may arife from the extenfive combination oz the

interefts of trade and circulatio .efpecially when we find fuch cir--

cumﬁances mﬂuencmg the polmcal welfare of fomety.

An optlonal claufe in a bzmk note is '1dded to prevent ahfuddeu
run upon banks, at a time when more coin may be demanded of.
them than they are in a capacity to pay.

Cc 2  Banks

195
Been gréat, flocks Would have ufen in plopOl tion: e, therefore, Wh
vefted his money in ftock, by 1em1tt1ng from Scothnd at tInt ’tlmeo
upon an expe&:mon peculnr to hlmfelf I conﬁde1 15 a gnncftcx
drid 45 an ighordiit g"uneﬁer t60; Becaife hie was giving odds & ox'
il eqital bett: ‘Thi$ every man does, who, without any prof] pet‘;
jeciilidr to himfelf, pays a hlgh exchange to"bring iho-
Ket, where li¢ buiys at the fanie price with thofi’ who

e s < ot e .
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-Banks  not regulated . by Atatute, are- private “ conventions, -in

k fit
which the partics may include, what conditions they thin 1

B : - s the
’B'mks thelcfme,‘may infere-in their notes, ihe condmolx s my
: 1ey may cither pro-

1 advantage. Thus, t

- judge moft for then oOWT he o

i]lli% peremptory payment in coin upon demand,- or they may p

in an alternative, that in cafe they do not choofe to p‘;} l.nC,c:)ClEhltl:sg
may pay in-bills, orin transfer of their flock, or in ot 1?1 ixculadng
paper not their own; or they may flipulate a celt"unA 1113:1thefe Jime
after the demand, with intereft during the delay hefe alte

natives are inferted, in order to avoid the inconvenience of r g

- fhort of coin, and of bemg obliged to ﬂop payment altogether., .

We have faid above, that the profits of banks conﬁiﬁ 111; ;I;Z: lf,?({
joying the fame intereft for the notes they lend, nsb1 :t] *loan bad
been made in gold or filver. ~'This is a very, gr eat;) je(.f nod ﬂnli
but the pohcy of nations_has eﬂabhﬂlcd n:l and ‘therefore :
fuppofe it to be an uncontlovertcd principle. - . lf lted .

In which ever way, therefore, an optional claufe is ir cu ‘
fhould be fuch as to cut off all profit from the bank, upon ad i-qe):
_prefented for payment, frox;l th‘; time 2§ glls.i;:;';loxzo tﬁl; ad:rm n}t

o fufpend the liquidation
:'t(tglf ::i:" S‘fz(:);nk, ;f;ld plquvdxce cff thp bcnelé ého;ﬂd be confidered
as unfair dealing in the 'b'tnk, and prohibited by law. e c

‘When the optional claufc has no tendency to pm?ule ad \;a?oqf%r
1o the bank, in prejudlce of the holder of the paper (e}:;celf o fax
as the holder is thcu:by deprived of the ufe of cox;, w1 eus: e
' tqm decafions cannot be fupplied by the paper) it becorn it focn

a ftatefman to examine how far it is’ expedient t(l) u[ er ek,
ﬂlpuldtlons to be inferted, in a money \vlnch is C1lcu ated to c y ‘
mercantile mteleﬁ of the nition. i
ant}z;CLs we have faid, are thc ferv'mts of the pubhcfr anld ghetyh;;;i
well paid for their fe1v1ces. Although the mnotes i 1’1ct( - gconfe-
are not commonly made a legal tender in p'tymcnt 3 ye

qucncc of a well eﬂdbhﬂled b'\nL is to- rcnder thcm fo’ effential to -

’ cxrcuhnon,

e i e

that operation o them, with the emolument of receiving intereft
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" circulation, that what is not a legal’ obhgumn becomes one, in ﬁxﬂ

fyom the force of cuftom.

Let us therefore examine the advnlnges whnch refult to banks
from this optional Lhufe, and the Iofs which refults to a nation
" from their ufe of it, and then « compare the advantages with the in-
conveniencies, in order to detérmine whether or not it is expcdlent
to permit fuch obftrutions in the cir culation of paper. :

The advantages which banks reap is confined to that of. ‘gaining
‘time; at the expencé of paying intereft: The intereft paid by thiem is
an 'mLW'trd operation. ‘They receive intereft for the note ; becaufe

they have in their poffeffion the original fecurity given for the notes -

‘when they were firft iffied 5 and they begin to refund this intereft
o the holder of the note from the time they make ufe of the optional
‘claufe. Could. the banks, thercfor: e, borrow coin in amoment, and
pay no intereft for the coin which they pay to the holder of the
note, they would certainly never make ufe of this optional- claufc
But this coin is not to be found in a moment; and the banks, to
fave themfelves the trouble, and the expence of 'mgmcnnng the
“fund of coin, or of pri ocuring a fund out of another
which’ they might draw for the payment of that national balance,
which, by becoming banks; they tacitly engage to pay for the na-
tion, render the credit of individuals precarious with ftrangers; and
raife a general diftruft of the whole fociety which they ought to {erve,
Hére then is'a-very great lofs refulting to a nation from thé cfh.
blithment of banks. Were no bank cftablifhed, no merchant would’
contract a debt to flranger's, without foxefeemg the ready means of
rhiclnrgmrmt with the coin cxrcuhung in the country. "In p1 opor-
tion -as ‘this coin came to diminith, fo would foreign COnthlatl()ns
of debt dmnmfh alfo. Thus crediz, at leaft, *might be kept up,
'Iltllguffh trade mlght be circumfcribed, and nlanuf”L&ures be d;f‘
couraged. Now when, in order to advance’ trade dnd’ encoumge
mqnufa&mes a flatefiman lends his hand towards thé ‘melting g
-down of folid property, and countenances banks fo far as to leave

for

country; upon
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for all their-paper; ‘and when, ‘in order to facilitate the circulation
-of this paper, the very inhabitants copcur in throwing all their

fpecie into a bank, isit veafonable to indulge banks fo far as to
allow them to add an optional claufe, which difappoints the whole

. fcheme, which ftops trade, ruins manufactures; raifes the inteéreft
.of money, and renders the -opération of melting down pioperty
-quite ineffectual for the purpofes which it was ifitended to anfwer?
‘Farther, :

The lofs a bank may be at, in providing coin, is fufceptible of
cftimation, let it be brought from ever fo diftant.a country ; becaufe
we know that the quantity to be provided, never ecan exceed the
value of the grand balance. But who can eftimate the lofs 4 nation
fuftains, when an interruption is put to carrying on tradé ahd ma-

wmufactures? When the induftrious clafles of inhabitanits are forced

o be idle for a thort time, the confequences are hdrdly to be re-
paired: they ftarve, they defert; the fpmt of induftry is extin-
guithed; infhort, all goes to ruin:

~ Befides, when banks do not lay down a well digefted plan for
paying regularly, and without complaining,. this grand balancé due
10 ftrangers, they are forced to have recourfe- to expedients for pre-
{erving their credit,. more burdenfome, perhaps, than what is’re-
quired of them ;. and not near fo effe€tual for removing the incon-
veniences-complained of..

The expedients they, fall upon’ to obtain- credit, coin, and: bﬂls,
are.{o various, and.fo complicated,; that they alorie afé€ able to ex»
plain them..

Sometimes we. fee them entring into contracts with pnvate mei-
chants and cxchangers;. (liviug among. themfelves!) whoe engage for’
a certain, premium to furnifh coin as it is demanded. The confe~’
guence of this, is, to expofe the bank to a new demand for coin,
from the very. comra&ors, in order to fulfil their engagements; an
abufe we have taken notice of aboye-in {peaking of the Iumlz cireu-"
latzon of England.. '

et
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* Let s fuppofe-that- thefe- undertakers for coin do - really: fet:out

by doing in part-what-banks fhould:effeé?ually-do themfelves; that is;.

" by bringing from another nation, the-coin which they are to fupply.

‘What is the confequénce?* The banks: pay the undertaker-for this:

coin in their own notes. Did-they.only engage- to pay a'certain -
intereft'for the coin fo provided, then the-end would: be-accoms:-
phfhed with: the additional expence to thiem-of paying the under--
taker for his expence, trouble, and profit.. But'if’ they, inftead of
paying intereft for the coin fo farnithed, fhall ‘iffue-theirrnotes for
the fullvalue of it; ‘fuch notes can never enter into domeftic cifcu=-
lation,-fo as to be:{ufpended in itas -it-were ; becaufe it*is not. do--
meftic circulationwhich: has "demanded -them :- they- muft ' then:
return upgn_thg: bank, ecither from the very hand" who received:
them, orat leaft; after-a fliort circulation ; and thus draw out again:
the whole coin furnithed by:the undertaker. This produces a pro--
digious circulation of ‘coin, and-indices  people ‘to :imagine-tha¢:
cither.the. grand balance i is inexhauftible, .or.that ‘the premium “wpon
mioney at London is very high; or that- people can contrive:a ficti--
tious balance, as a means of proﬁtmg upon coin;-afterithe bal:mce_
has been actually paid *
This method of p10v1d1ng coin is abf‘olutely delufive,  and Opens:

a door to infinite abufe. Thofe who. furnifh*the cointto-the bank; -
are cither in the combination againft the-bank; and draw it.ott as¥
faft as they throw it in; or they:are not in thé combination : if théy-
arc in the combination, they profit by it;-if they-are not; they are>

hurt by their contra&, and otheér exchangers draw -the '1dvant1 gc 5

but the bank is equally a lofer in both cafes.

‘Let me fuppoﬁ_ ‘that they are not in the combmatmn, and tha.t‘
they honeftly procure the coin at their own expence. - If* they are™
paid in notes for tlie coin they furnifh; we muﬂ: fuppofe’ that the

* ’1 he, dlrcé‘tors of the bank of England have had, recourfe to a like c«xpcdu:nt wulr v
as Jittle fuccefs, .. They, ufed, during the,war,,to buy.up, awith: their paper, the coin-:
brought in by privateers ; and after they had been at this trouble, .the. notes-they liad.-
given for it returned upon them, and drew it out again.

coin
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C(')'m' they have procured, is not in qonfcguenfc (zi ;:ll(i)gr{l‘é::tw ;:)i -11,
edit given them in the place from wh.u.h_ U.C . ol
credit g fuppofe that any merchant will borrow coin upon a foan,
ne:’lelr'sn(ilélfg foll'trrgc a capimi while he has bank notes in 1;.1.5_
it f 1 | -he o i ;
?:«tn’d' t‘o_pay {\p.what he _hus 1'ece.iv¢d. If he tas‘zul)::;(led :'Eigsnclzzgz
upon crézlil, will no_trthis, \thl‘l}i} cqx?les to c.1 }f) thef’C sngment
the gl":;nd balance againft the nation in favoml o Jhe co bé’Pa'id-
c.it;)r which granted that credit? Ar.ld muft not that ,a,n: e be pai
- evchangers out of-the coin received by the bank? If, ther -fore,
O ha ¢ raker does not draw out the very coin he
had juft delivered into the bank, will 1;0; chsh&\:;gs;lsl :l?sltkf:gglclzln;;
N o _thc.Y- o -YC;.ady N 3(;:15(’1 iisof;,éliln order to-furnifh the un-

raw it out, an _ 3
the bank, to draw it out, % off; ar i ifh the ur-
1elt’1kcr3with bills to fill up his credit, for the coin he had rece
aertd v | -

‘whi ex 's have’
from people refiding in the place to which the, excllaf)fge11§H‘ re
' 16 ir dr . fer i

L‘pe cgin ‘to be ready to anfwer their draughts? Doces nlls (1 if i
ent €Q € 1 ' hes? T ifer i
he leaft ’fi'0111 what is called drawing and redrawing, W hick 1b -

s ‘ ! alik ice ruin a bank
fi \icht to ruin any man, and muft nota like practice ruinat s

bs; raifing exchange to a monftrous height?’, ot oF oement.
This, being ‘the cafe, the fhorteft and the beflt me E prev
fach i 4 coin or

i g fuch abufes, is to oblige banks to pay upon demand, in |
in a

ills, i f the T
ills, at the option o oee. will § her

P "thé method of providing them; towit, fairly borrowing f;ri" icy.

from n \ ‘ing a regular intereft for it,
i hom we owe, and paying a :
rom nations to w 3 : gu : for it

! ithout an obligation to refund the capital, until the grand balan
wi a
ihall rake a favoura ;
with coin drawn from ftrangers, and
as great an intereft in being repaid, as oan :

e the balance was in their favour.

t a ftatefman fhould oblige all public banks to

thefe {trangers will then find
s the bank found in borrow-

ing from them, whil

We have faid, thata
puy"regulaﬂy upon
holder of the note.
Avhich he'has in his power, ©
or bills demanded.

But then he muft facilitate to them the means
: £ providing themfelves with the coin,

holder of the note. ‘This Wil} forcq them

ble turn ; in which cafe, the banks will regorge -

demand, in coin or bills, at the option of the

* For .
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For that purpofe, he muft, firft, provide them with a mint, for
how, without a mint, can a bank convert into coin the metals jt
may provide from other countries ? Next, he muft put that mint
under fuch regulations as to cut off" all profit from money-jobbers,
who will be ready to draw coin out of the bank the moment they
find the leaft ddvantage in tampering with it. In order to prevent
this abufe, a reafonable rate of coinage fhould be impofed, accord-
ing to the principles laid down in the third book ;5 and when banks
have occafion to pay a balance out of the nation’s coin, a drawback
for part of the coinage thould be given them. This drawback will
{upport the value of the coin, and the lofs of the remainder will
engage them to export bullion preferably to coin, when it is to be
found: and if no drawback were given, the coinage would be
totally loft to the bank. S k ) .
When this dedu&ion is given, the coin muft be mclted down,
and ftamped in bars at the mint; both in order to prevent frauds
in'the dll'awback’s-,) and to difappoint ftrangers who receive it at the
price of bullion, from gaining the price of coinage when they return
it back. And in the laft place, all light coin fhould be banithed out
of circulation, and made to pafs by weight for bullion, at the cur-
rent price of the market. All banks fhould both receive and deliver
coin by weight, when the fums are fo confiderable as to require
full bags of ‘coin to pay them. It is mot here neceflary to repeat
what has been faid upon this fubject at fo much length in another
place. . o S ) ..
The method of facilitating to banks the means of providing bills
for the payment of foreign balances, is, fecondly, to aflift them in pro-

“ curing loans beyond the diftrict of their own circulation. If govern-

ment thall bé fatisfied that the intention of demiandin g fuch loans,
is to cnable the bank to interpofe their credit in favour of the trade
and induftry of thofe who ciiculate their paper, and who have no
way of paying fuch balaﬂcés, but with their folid property ; in that
cafe, government will, undoubtedly, affift the bank in obtaining

VOL. 1I. Dd loans
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loans f(.)r(fo national a purpofe, by declaring «the fecurity upon
which they defire the loan to be good, and by becoming anfwerable
to the public for the folidity-of it. . - - .

CHAPR . XV N
Of fubaltern Banks of Girculation, and of their. Competition with
- ‘ one another. : .

-3 & have hitherto treated of the principles which influence
W national banks of circulation, we now come to examine
fome peculiarities attending banks of: a fubaltern-nature, which:
for the moft part truft to the national bank for all fupplies of coins
and when this refource fails them, they are thereby involved
sn difficultiés which are not eafily got the better of. Befides this.
inconvenience, to which all fubaltern banks are fubje&, they are
freqﬁently expofed to competitibn with one another. ‘ S

A national bank enjoys fuch great advantages from the ftability
of its credit, and the regularity of its operations, that it is not eafy
“for any other private company to eftablith themfelves upon the fame:
folid {yftem. oL T '

" When any banking company is eftablithed, which draws its fup~
port from a national bank, the facility of carrying on the bylﬁPef.s.
by fo great an affiftance; naturally engages other companies to imi~

tate their example. From thence arifes a. competition.. All fuch:

panks begin to confider the circulation of their own diftrict as their

_undoubted property, and they look with an eye of jealoufy upom:
every note which does not carry their own mark. b

The great point of their ambition is to gain credit with-the na-

tional bank ; and could they obtain of that company to receive their

. S : : notes,

for itfelf, :

=,
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notes, of to give them credit for their draughts, in cafes of neceflity,

they would be at their eafe; becaufe the national bank would then

be at the whole expence of providing coin and bills, and they would

- have nothing to think of, but to extend the fphere of their own
circulation. B - :

With refpect to all thefe fubaltern focieties, the national bank

will no doubt fleer an equal courfe. I fuppofe every one to be

fettled upon good fecurity ; without which they do not deferve the
name of banks. ‘

" In proportion to their flocks, and according to the flate of the

national balance, they may, as well as any private perfon, on many
occafions, draw confiderable fupplies of coin from the national
bank, without lying under any obligation to it ; becaufe when ex-
change is low, they can realize any part of their flock into coin,
out of the national bank, -at very little lofs, .cxcepting the intereft

of it: for intereft muft always be reckoned upon every guinea which
lies in their cheft. . -

Did thefe banks confider one another in a proper light, they muft
fee in an inftant that the folidity of every one is equally goo;l; be-
caufe I now fuppofe them all ftanding upon the principles of pri;
vate, not mercantile credit, as above explained. A
+-;What benefit then can they poflibly reap from their mutual jea-
loufies, from gathering up each other’s notes, and comin gwitharun
upon one another from time to time?* The confequences of this
will be, to oblige themfelves and other’s to preferve for domeflic cir-
culation a larger quantity of ‘coin than is neceflary, and thereby to
diminifh their own profit: | to take up their attention in providing
ggainﬁ their own reciprocal attacks, and thereby negleét the pro-
viding a fupply for that demand which is indifpenfable; to wit,
the payment of the grand balance due to other nations ; at ‘which

-time the refource of the national bank will cerraindy fail them.

The managers of cvery onc of them will pretend that it is they who
are faddled with this burden; bur the nature of the thing fpeaks

Dd = . } Wherever
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.. Wherever this grand balance is tranfacted, the exchangers Tefid-

ing in the place will have recourfe to the bank there eftablifhed ;
and ifethere be more than one, that which pays- with the greateft

readinefs will have the beft credit, the moft notes in circulation, '

and the largeft profits upon the whole. If any one ' is found flow,

or difficult in paying its paper, exchangers will be the more punc-

tual in making their demand for payment, and they will even be
averfe to receiving fuch notes from their correfporidents.

Every man who has occafion for credit from a bank, will apply
to that whofc notes are the moft efteemed. " In fhort, there will'be
profit, in the main, to the bank which pays the beft, although I
allow that at particular times there may be fome additional incon-
veniences, unlefs 2 regular plan be laid down on the principles.
above deduced. ) : :

This however is a vague reafoning ; becaufe the matter of fack

_is not known. ‘All that can be faid with certainty, is, that while

no public regulation is made with regard to banking, every one
will carry on the trade according to his views of profit; and private
animofities between different companies, will only tend to diftrefs
the nation and thiemfelves, as experience has, I believe, difco-
vered. - S

" 1f, as matters ftand, a very great inconvenience refults to Scot-
land from the want of a communication of paper credit with Eng-
land, and if thereby an exchange of 4 and even § per cent. has Been

paid for bills upon London, becaufe all the coin of the country is -

locked up in banks ; Iafk what would be the confequence, if banks
had their will in banifhing from the circulation of their own dif-
‘i@, every other notes but their own? In that cafe, we might, ina
fhort time, find an exchange of 4 and § per cent. between Fife and

Lothian, between Glafgow and Ayr, and fo of the reft. What would-

then become of manufadturers, who could not difpofe of theirwork at
the diftarice of a few miles, without having recourfe to exchangers
for their payment? If fuch an abufe were once allowed to creep

4 L in,
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in; there would: be no other remedy but to deftroy banks altogether:

and throw the little coin there is into circulation.,
" On the other hand, when banks are in a good unélerf{x ”1'1:}»
"_when they are eftablifhed on folid principles, when their ap u?g',
1[1.'ucd on proper fecurity, the public is fafe; :,md in ever IPZEIPEEI'Is
trict, under the wings of their own bank, there will :uyf m: o
exchangers, who will give credit to merchants and mam,llfc ‘at Ct ?f
and who will have recourfe to their own bank for the coj iy Eli:fls,
necellary for their occafions, This will naturally divideﬁho oy
ment of the grand balance among them, in a due pr A
their circulation. ’ © proportion t0
T thall now confider the principles which may direc a {tatefinan

to fettle banking u y
c pon mortgage on a proper footi 3 :
national purpofe.. PrOperfooring, to frve cvery

CHAP XVL

OF 7 . .
)f Jome Regulations proper to be made with regard to national
Banks. '

~RO 1t Tas o o
E__{ : tI.\/Irwlhi:)ut has been faid, we may conclude, that were a
ational bank upon mortgage, eftablithed on a plan calculated

" to anfwer u AY
wer the P’LllpOfCS of the moft extenfive domeftic circulation
« 3

it might be regulated in the following manner.

vml:zlo,"Let a large ﬁo?k of property, of one fpecies or other, be pro-
1 d( , m‘order to gain the confidence of the public :Lnd'vlét it be:
piedged for the payment of all the notes. -

2do, Let all folid property intended to be melted down into paper

money, y i i
’l,nd il)l,dbcﬁlﬂ conftituted in fuch a manner as to be eafily fold
! 1 ) '
1¢ mean time {ecured to-the company, for their advance
) L

preferably
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preferably to every other perfon, ‘and let it be of 2 revenue fully
fufficient to acquit the intereft for ever.: oo nane ks
3tin, The capitzﬂs due to the bank muft not be demandable by the
bank, as long as the intereft is regularly paid.. R ’
‘40, Every one who coniftitutes his property according to the regu- -
lations, miuft be entitled to a proportional credit from them. o
sto, All bank fecurities muft be pledged in the hands of govern-
ment for the interelt of whatever money the bank may borrow with
their confent, beyond the diftrict of their own circulation.
6te, Government muft fupport the bank in proportion to the extent
of their funds. : - : A o
7to, Let bank notes be payable ‘to “bearer, cither in coin, or in
inland bills to the value, or in a transfer of a correfponding intereft
at — per cent. all in the option of the holders. ' -
Were fuch regulations efteblithed, the borrowing from banks
would become very eafy; any man who is mafter of his property,
though incumbred with debts, might put it into bank rcgulatioh;
might raife upon it what fum he thought fit, ~with which all his
debts might be paid ofl'; he might even give credit upon it to thofe
who otherwife are not in a fituation to obtain it: for which credit
given, a profitin the rate of intereft might be allowed to him. Were
a plan concerted confiftently with the principles which have {ug-

gefted this general fketch, all borrowing and lending of money: .

would foon center in the bank. - Securities would be eafy, and ex-
pence greatly avoided. - ) o
A national bank, when rightly conftituted, may however be fafely
indulged in more extenfive methods of circulating their paper than
“upon land fecurity. The bank of England is allowed by charter to
i{Tue notes for difcounting bills of exchange, it may trade in gold

" and filver, may advance money to government upon the fecurity
of taxes impofed and levied within the year. But it is in general
debarred commerce, and every precarious object of traffic. The
reafon is plain.  The paper it iflues becomes the property of the
nation, and may form in a fhort time the greateft part of -the cur-
T ) ) rency
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rency of it. -In fuch a cafe, were the bank expofed to Jofles by trade
o.{r mfp.lyency of debtors for great fums, the whole credit of) 1 el
.tmn“mlght be ruined, and all the lower clafles of the m :'r‘]'e .
_ ing inhabitants undone, before fuch a blow could be re ‘“?u et
x_Uflder proper regulations, bank paper might be made Srilcredi |
der in every payment: in which cafe it is hardly poﬂibie Iga- o
confiderable demand for coin fhould .ever be made u 1't s
cept for the payment of the grand &al:;)ch. ’ pon fhem, ex
;Th_ls n;}tiOII;Ll bank may have different offices in diff ent citi
within the kingdom, and thefe will make ful§11ter lflem e
ufelefs f'm‘d unprofitable. It might even be ﬁiptxl;;recl nth o POFII
p'roportlon of bank flock, in the name or for the i:ehz:); C? -
C'lty, ﬂ?ou'ld entitle that city toa prpporﬁonal p.art of the 'ulm'0 ﬂlny
nlon “,llthm’tIhCh‘ own diftrict. - As thefe arc only fpecu'l"uim;zl I;a; ’
plans, I need not fet about removing objetions, whi l < con
ftantly many and well grounded, whenc T a ool ;}m on
or inn?xratioxl is propofed. All Iaim at i‘sleioa?e}; ltllc;:: efitxbcl'lﬂln?em
clear light, to wit, that it is the intereft of every tr:)dingl%:tjznta
- o

-have a fufficient. i 3
ufficient-quantity of paper, well fecured, to circulate throu gh

it, fo as ili y
é;d? as to fa;lh;ilte payments every where, and to cut off inland
hanges, which are a great cl : :
ex E og upon trade, and ar J
with the rifk of receivi ' c : P
ing.the paper of redit is
T e ‘ P pv . people whofe credit is but
‘F . 3 .. y :
o o:x tt};lxs 1?u1pofe, Lhave propofed that inland bills thould be de
3 ;Im able from the bank at par, as well as. fpecie:
t i .. . :
o woull‘(ll{ be an adml_lgble improvement upon this ‘fcheme, to
ma e a-like regulation as to foreign bills. However, this fpc’cu
1 B - 1 ; i
: onA 1; 1cf¢rved for another opportunity. Al fhall fay, at prefent,
upo 2ad, 1 hole ‘
bp1 n t ‘at.head, is, that as we have feen how the whole n'u'ion'll’
alan . - . ; :
b dEce m(;lft b((zl paid by banks (who circulate paper payable in coin
mand,” and ‘who confequentl t
: y muft, on fome occafi
the-metals from T e oo
2 abroad for that pur i
: pole, in order to fill up tl i
e tro p the void
o Py e':x.clmngers, who fend them out) and it would, Ithink, be
- 3 ’ )
rining, in fome meafure, thatoperation, andbe a means 1t’the‘
7 o o
» _ fame:
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_“’f:un

“bank,

'tune, of mdemmfymg the ‘bank’ in'this 1'cfpe& to uiguhtc
matters o, that 411 foreign exchanges might be tr'\nfa&ed there at
fixed rates, according to the place where the exchange is to-be made,
without erecting any monopoly for that-purpofe in fZLVOlIl of thie
or depriving any one of the liberty to deal in cxchange, ‘who
can afford it at more reafonable terms than the bapk but of: tlus
moic when we come to the doctrine of exchangc. Lo

C H A D. CXVIL
l/’/mz mm’ in w/mt mﬁ Brm/es /boula’ be oH;gea’ t0 keep opm Bz/o[s.

“F no national bank be eftablifhied under proper regulauons, and
éntxre liberty allowed to every one to take up the trade who can
sfTuc hisnotes, I think it would be againft all principles of good P?h?r
_nottooblige fuch banks to keepopen books, to be infpected re gu al: y
by fome authority or other; in orderto fee upon what fecun;y that
paper ftands, which is the inftrument of commerce, a part O e\;erir
man’s private property, ‘and which, if any part of it thould 01;ce al
euha through the kmvely, mifcondu, or misfor tune, of a par-
m:ular company, would caft a general difcredit upon all’ paper, and
" be a means of brmgm g on thofe calamities wlnch we have fo often
mentioned.

1 know the ordinary obJeé'txon 1gamﬁ this, is, thei mconven,ence
of throwing open the fecrets and myfteries of trade. ‘As to the myf-
teries of trade, this point fhall be examined in’ another placc.
Bus here, I fay, there is no queftion of trade in wluch any rifk is
implied:. and if g any one can fuppofe, tlnt at any tlme, the affairs
of a bank are in fo nckh(h a firnation as not to beu mfpeéhon, th';:
very fuppofition : flicws how. neccﬂ';uy it'is not to peumt fuch aban
to continue this cir cuhnon. The only mfpcéhon, in whicl the

pubhc )
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publiciis mtereﬁed is to Lno\v the quantity of notes x{I'ued ~and.the
extent and natule of the, {ecm rities pledged for them. Thcy have
no -bufinefs to examine the ﬂate of their cafh, or of particular

" people’s credit. 'They may be wnhout a fhilling in their coffers,
and ftill theix paper be as good as if they had a million. Such an
infpettion, as I propofe, would rather confirm than fhake their
credit, but it would be 2 means of preventing them from launching

‘out into fpeculations in matters of commerce, which is not their
diftri¢t ; and from gaming with national property.

If it be faid, that this infpeétion would lay open the affairs of
many puvate men, debtors to the bank, Tanfwer in the ne gative ; be-
caufe no man’s credit is hurt by his having a cath account, and no
infpection is requifite, as to the ftate of that accompt with the bank.
The credit may be either quite full, or quite exhaufted; this par-
ticular interefts no body but the parties themfelves ; but it is eflen-
tial to know upon what fecurity the credit has been given; becaufe

) evely man who has a note of fuch a bank_in his pofleflion, has a
very good title to be mfoxmed concerning the fccuuty on which it
ftands. .

It is not fufficient to fay that the holder of the note, if he doubts
of the fecumy may demand payment. It is not here the intereft
of any individual, but that of the public which is attended to: and
1f 1cc01dmg to the punc1plcs of common reafon, it be juft, that a
creditor fhould have it in his power to watch over the abilities of his
debtox, fo as to fecure his payment ; certainly it is equally juft, that
‘the pubhc (whxch I confider here as the creditor). fhould be made

- certain, that what is circulating with as great facility as the King’s

coin, contains a real value in it. Would it be a good anfwer
from any man who held a piece of falfe money in his hand, for
the ufe of circulation, to fkreen himfelf, by dllc"mrr that if it be
falfe, no  body nieed to take it. It is the right of cver y man to deteét
falfe coin ; butit is theri ight of government onfy to detec falfe paper .

becaufe law only can 'mthorxfe fuch an inquifition. Does not the. -

: chaxtcr of the bank of England efhhhﬂl this right in government ?




" give good fecurity for it \

3

The C'tufe of doubt upon this que{hon, arifes only f1om ce1 mu
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If the bank be confined to certain particular branches of folid trade,"
where little rifk is incurred, might not govemment examine, when
neceflary, whether thefe regulations have been obferved ; and how
can this be done without fuch an mfpeéhon as is here 1ecom—

. mendcd ?

CH AP XVIIL

I: it t/Je Im‘efe/l of Btmés 20 grant Crea’n‘s and Ca/b ccampts 0

EM/mnger.r ﬂ,m’ ot/Jer.v, who make a Trade of _/éﬂa’mg Coin out of
the’ Cowztij g

\HE anfwer to this quefhon is very ﬂlOlt
From the punuples we have deduced, it is plam that 3
both the office and intereft of banks to give c1ed1t to all who C'm.

inconveniences which have been of late experienced in Scotl nd

but which never would have been felt, had banks attended to th(’,ll“
. true intereft, in providing funds to anfwer the demands of -thofe
who are either obliged, or who find an intereft in paying off what

the nation owes upon the grand balance to foreigners..
To fet this inatter in a clear hght, let me fuppofe that, forne time

ago, the banks had at once withdrawn all the credits glantcd o

exchangers; and opened a fubfcription for a loan of money, equal

" to what they might eftimate the fum borrowed by that fet of men

within the country, for the fake of carrying on their bufinefs.
According to pr mmples, thefe two operations ﬂlould go.hand in
hand ;. the recalling the cr cdits would, no doubt, h'wc gleatly di

rrefled cvdmnvers, ‘but as 1ong as. thcy could ﬁnd money | to‘
4 . . bouow

an e b
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borrow fromi private hands, that inconvenicnce’ would have been
leffened.” ‘Befides, I apprehend ‘that the late cuftom "among' ex-
changers, of borrowing at 4 per cent. owes its exiftence to the dif-
ficulty théy felt in obtaining extenfive credits from the bank; and
if this be the cafe,:then there has been a lucrum ceffons to -the
bank of 5 per cent. upon the amount of all thefe borrowings; be-
caufe exchangers, 1apprehend, would prefer a credit from the bank
at 5 per ceht. to a loan at 4'per cent. payable on demand, according
to the occafions of thofe who keep their money with them.

The moft effectual method, therefore, to hurt exchangers, would
have beén to have recalled all their credits, and- offered to borrow,
upon the fame terms, -what was lent to them. . :

The execution of fuch a plan would, I think, have bccn, 1. diamctri-

- cally oppofitc to the intereft of the banks; 2. would have occafioned

fuch a'run upon exchangers, as to throw them into great diftrefs ;

"and 3. would have ended in the total ruin of the trade of Scotland.

_That fuch a plan is diametrically oppofite to all principles of
banking, I fuppofe, is by this time fuﬂiciéntly underftood.

.That it would have occafioned a run upon exchangers, is pretty
certain : “becaufe howcver good their credit mxght be, it muft be
acknowledged to be inferior to that of the banks; and therefore no
body would p1cfc1 thcm for debtors, to the bank, upon the fame

‘ferms.”

The third confcquencc is as evulent, upon ‘a thort 1eﬁeéhon, as
the othér two.” "The run upon the exchangers would have obliged
them.to make a call upon all.the merchants and dealers in Scot-

~land, to'whom they gave credit: for which purpofe, and for which

alone they ﬁnd an mtcxeﬁ in borwwmg at fo lngh an mtelcﬂ as
& pm cent. . '

* Thé call, then, made by the e\ch'lngeu; upon their.debtors, is
nelthel.' miore or lefs than a (:111 upon the money cmployed in the

.tndc c f Scotland. "~ ’

Now we have faid, that whoever owes nm/t ]m)/ " Thé merchants
of Scotlmd owe to C\chmgcxs ; the latter are prefled by their cre-

Ee 2 R - ditors,
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e
dlt((;lr U"1’r§d nnyl pay wuh ivhat they have; which’ confifts in moncy

whcn that'i Kh'\uﬂ;ed théy muft fhut up thop.: They again
Gail” upon “the' Térchants, who muft . pay with - what they. have.
This confifts in goods, and in the manufad&ures of Scotl'md, and
thcfc ‘they aiiyff fell at-any pr ice. 'There may not be time fufficient
10 'export “with’ advantage. - To whom then muft they-fell2;To

‘pcople within the country, who have no money to buy with; be,-

caufe credit is withheld by that body which only can gwe 1t. 1
concludc ‘with the old faying of the law, S
Unuin quan’qm’ codent modo_folvitur quo ‘colligatum ¢ff.
“rFhe beft method to eftablifh credit in an mduﬁmous n:mon, is @
bank ‘properly rcgulated and the beft methods-to ruin it effectually;

when eﬁabhfhed are the mconﬁﬁent operations of fuch a bank.

A/:p];camn of. zbe Pr mcqﬁle.v aiave dm’ucm’ z‘awarr/: form';g t/;e
“ Policy of Girculation. . .+ s -

ROM the: punc:ples 'Il)OVC deduced thcuz 'ulfe tluee prmcxpnl.
P objeés of attention..
The firft; the cxrculzmon of paper for domefhc ufes. ey -
The fecond, the method of providing coin for that purpofe.
The third, the method of paying foreign balances. ... it
Thele three objedts are abfolutely different in-their uatme, sand:
they are influcnced by different principles. The confequcncc of
blcndmg them together; is to. render the fubjed, whicli is’ abun-~

dantly ingricate in its own nature, ftill more dark and per plexcd. :

What is to follow has no relation to any plan pr opofed for cution;;
it is-only.intended as a fdrthcr illuftration of tlxe genera pupcxplcs
which mﬂuence this branch of my fubj(.:ft . et

1ine, AS to the circulation of paper for dometftic ufe.
1

I
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721t has: beén fud that the great-utility o bm' s of cucuhnon
upon miortgage, was to facilitate the melting down o {ohd pro-

perty ; in order to enable every one who has proper ty, to cxrcul'ltc '

the capital of it for the advancement of mdufh) e

 For this purpofe he comes to a bank, pledges the, caplml he wants
t6'melt down, and receives for his obligation, be'umg intereft, papcr
money which bears none. .
: This paper money, I fuppofe to be as fohdly feculed as the pun—
ciples of private credit can make it. 1 fuppofe thc b’tnk to be cfta-
blithed by authority, according: to the 1egulauons ahcady men-

tioned, and the ‘notes made-a legal tender in every, payment of

domgflic debts; by whichI undelﬁa'ld debts payable within the country.

From thefe data, I{fay, that the regular method by which the banL
fhould acquit the obligation in the ‘notes, is by reftoring the fecu-
rity gra anted at iffuing the notes, if they be returned by the debtor

in it or by 4 transfei- of & fum- of intereft equivalent to the notes,

if they are prcfentcd by any other. All farther obligations laid
upon banks to pay in coin, or inland: bills, is only an_equivalent

»e\pc&ed from them in licu of their great profits *.

“Whnpaper iffucd for domeftic circulation returns to a bank,
were it not for the profits on their nadc, I {fece no reafon why a

# Irmuft herc be obferved, that in'every country where there is a nnnoml coin efta-
bll(hed, it is. abfolutely neceffary to conneét with it the denominations of the paper;.
in order to affix a detesminate value to thefe denominations, This may eafily be done
without implying, as atprefent, an obligation dn the bank to realize into coin every
bit of paper in circulation. .

The intereft, therefore, of the credits given by the bnnl\ may be demandqble from:

the debtors in coin ; and the transfers of intereft made by the bank, to-thofe who bring,

in notes for payment, may : alfo be demandable in coin from the bAnL

. Thefe payments will bear a fmall progortion to the paper in ctrculmon, as mtere(t
m\lﬂ; be very. ]ow 3 and commrr at fixed terms.of paymcnt, provnﬁon will eaﬁly be made:
"ur Fhem .

il

[ RS BT TS

port the value of 1he mpztrl . B B . o

S ine et P fnnk.

) mla mn w:ll fupport the coinl of the country, and as the' sutereft of all the: -
pwer Fbecomes demandable in coin, tlxc intrinfic value of the mlmﬁ will eﬁ'e&u'\lly fup~

i
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bank fhould pay in any.ether -fpecies of :property than -what it
received ; and if; by the ihtel_'e[,t they receive for their notes, they
are abundantly indemnified for . all. the difference between paying
in coin and in transfer, I think the public would be a gainer to dif-
penfe with that obligation in lieu of an abatement of intereft; which
would be an-advantage to commerce, not tobe counterbalanced by
the other. T 5

Farther, the bufinefs of providing coin is totally different from
that of fupporting domeftic circulation: it is founded on different
principles: itrequires men of a particular genius to conduct it: the
Adifficulties to be met with arce not conftant; and therefore cannot
form a regular branch of bank adminiftration. = © - i
-1 24o, The method of providing coin for domeftic circulation is the
Pbufinefs of mints, not of banks. - '

1 have, in the third book, treated very, fully of the_donftrinc
of coin, and of mints. I have thewn the difference between mo-
ney, which is the Jeale for reckoning q;zz/z:g,"nlm(l coin, which is certain
denominations of money, realized in a proportional wweight of the precious
metals. 1 have thewn how neceflary a thing it was to impofe the
price of coinage upon the metals manufactured into coin: and
1 have faid, that it was inconfiftent with all principles, to allege

¢hat the metals, when coined, fhould thereby acquire no additional

value. ) . .
The cxpence, therefore, of providing the metals fhould be thrown

upon thofe who want coin; and the mint ﬂiould be obliged to con-
vert gold and filver into coin, upon the demander’s payirg the
coinage. S S
"This coin loaded with the price of coinage, never will be fent
abroad to pay aforcign balance ; never will be locked up in banks,

- which will have little occafion for it. 1t will, therefore, remain in

cisculation, and ferve thole-purpoies for which the inhabitants

think fir to employ it.

This coin, Iy, never will be exported, as long as any uncoined
metals can be found in the country: and if iipon a national diftrefs
' T it

“.credit to the b'lc “when'dl < ‘t 1 '
. O i nk: when the e paid in coin, they giv ¢ Cr (¢

Cuar.'XX..: OF'POLITICAL OE’CONOVMY"- .
g atg

we obferved above) appoint the mint to receive it back,' in érder
Emclt,it down into ingots, ftamped with the mark of ﬂe;Iil z, g
ing to the bearer —— per cent. of the coinage. - o 8
.3ti0, The trade of paying ofl’ foreign balances will kth'cﬁ become
a Pa'rtic'ula}‘ branch of bufinefs: of which we fhall treat CC'C);H?G
large, whe.n we come to examine tlle‘i)rinciplAcs‘ of exch';n lTAe]mL N
- All that is neceflary to be faid in this place, is to I‘CC":.l §1c fin
(:%ple. we have mentioned above, viz. that when a natLioﬁ - ot
pay in her metals, manufa&ures, and natural prbduce' .\\"hC ;mzqt
owes to ﬁmngers, fhe muft pay in her folid property. ;- t,hé_t 'at ﬂlc
muft mortgage thé revenue of fuch property. for a c1" ital & lls, e
out of the country, which capital {h, : ! g el
her foreign debts. . ’
“This-operation then thould be p
matic plan, . '

, repay-

e muft employ for the payment of

Lo
i

crformed by a regular and fyfe-

. - 'CHATP XX.
Objettions to 2bi§lDoé7ri7ze.

* S “HA ank P \j .
] L I' bank notes can never be received as fPCC‘IG but from
a "1114] Y y c . “on
tl‘upe;{u'lﬁ()ll that the p‘m be cxch;mged for'it on demand.
T'o ll.S Elllf\VCl', that it is {uflicient thCy be received as v ’IILIC.-
! 4iucs

«and that they z y pofe i
) they anfwer every purpofe in carrying on alienation. The

ufe P "CCk p: v -
of money 15 to keep the reckor 1ing berween artics, who arc _/'l
3 0.

wendo ; of {pecie or coin i i
‘ do 5 the ufe of fpecie or coin is to avoid the inconvenience of

gwing credit to perfong who pcrhaps may not be fo. ’ )
4 SH :
. \K hen merchants make delivery in accompt, thCy then gi
Yy C( ’ givi

dit to the_ir cuftomers: when they fell for bank bills th'eyc e

give
lit to

no

it is thought fit to facilitate the exportation of it, the ftate may (as

S, o
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) ecanfe they recei 2 ‘coin, Where
1io body; becaufe they receive the real value in thlc‘ coi d:}zééiv
receiving ‘real value,” and receiv-
. e tween receiving the rea and recei
then is the difference bc en rec 1g the 1 e g recein
ing an obligation for it, concerning the validity of wb'xc_ljn eYA y :
L e ae e ;
in the country is perfedtly fatisfied ? AR RN
“1s there a merchant, in any country in the world, w of ;
S " - $] - A o ) w o
' upon, an X to a perfon W
i hundred pounds cheaper ‘
one farthing upon an hu d po ) perfon who
ays in coin, than to another who pays in good paper; un s e
le))(ctrinﬁn: circumftances of the country thould, at tha.(; time, givea
advanced price to the neral of which the coxr:) lxs mac rae eoin
' re i 1 invariable in its value:
" Mone} ught to be invariab ! )
Money, we have faid, o C y > val i
Hever ) iti erchandize : TMONCY,
eves ) ufe it is both money and qmon
never can be fo, becau : : o [Roney
with réfpeét to the denomination it carries by 1»aw 3 merc an 3
“with refpet to the metal it is mad? oIf. kmy say any wheré within
' ¢ it i ged; if T have coin I m Nn-
But it is urged; that if 1 ha inl; pay any Where WL
the commercial world, at the expence of t1anfpox§‘a.txonf d in
' rant thi e true. . RERA i
“furance. I grant this to be ¢ ue. e of i 15, ot fend
But T anfwer, that the principal ‘ufe o . )3 ,m D b
it out of the country; but to keep accompts'; clear a o gv o
tants within the country. If there bea variation in tﬂ_ st
in 5ccordiﬁg to circumftances, that variation muft a egl he in
habi i ‘gain upon this coin,
i i ir tranfactions.. No one can' g  this ¢
habitants in their tranfactic 0 e B e they vor
i ' -elative lofs to fome other, 7, pe;
thout fuppofing a re ’ . her, whetl y.per
i it or iot Muft not this difturb all reckoning? .]\@;ﬂ_ s ot
ive i . ' _ ] ol
::}(':{t rb prices? since at different times, I may be paymit fam
eror 5 ) 1e C ity 5 ayin
denominations of coin for the fame commodity ; and yet glpf 3 }th(;
en v . 7
il more value at one time than at :mothe.l.. Is 1}(){{ t;ct "Ie
o . wulat - the inter rad
]’elﬁyi’nvariable money the beft calculated for the intereft of tra 1({
: ‘ari agair
mc:i profperity of manufactures? ‘Whence arife complm?tsr'}g; "
e ' i iffue from tho
a elz money, and regrets for want of coin? They 1({ue from thoe
P‘hpo both with to profit of therifing value of the metals clm ‘~(5 i
W : '
the coin, and who endeavour to perfuade the public, that
> . 2 . X .
reft, and not their own, 18 their object. . o e o
What a trifle is a foreign balance, let it be eve great, cot

v T whole alienat of a country: Is it reafoxmblc to
ations fac
Palcd with the 1CIN ‘ :

" daid ‘down,
other,countries, by mortga
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difturb the harmony of all domeftic dealings, in order'to furnifh an
‘opportunity to a few clear-fighted people, who can, pon fome occa-
fions, profit of the fluctuating value of the fubftance of which the
coin is compofed, to the prejudice of the ignorant? “If the country
owces a balance to other nations, Iety,_ir;Ab_\(-:‘ paid;
fothing To effential to the intereft of the country which is the debror. |
If the precious metals are the moft proper vehicles, asI may fay, for
conveying this value, let them be procured and fent off ; butnever let
us fay, that becaufe fome of ourmoney may be made of that metal,

_ that all our money thould be made of it;‘in order that thofe who
tranfact the balance may have an opportunity of fending our metals
away with greater eafe, and thereby 6f depriving u1s of the means of

carrying on -alienations among ourfelves. - Let eyery one tha)t,h’:is

coin fend it away: - nothing can be more juft; nothing more con:
him fend it ‘away as a inanufacture’;

.nothing fo juft;

fiftent with principles : but let
carrying in its bofom the price of making it, which he has paid,
and for which his foreign creditors will make him no allowance. '

Exchangers Tun to the coin of the nation, for paying, .
leaft éxpénccitokth"éin{elv_es, the balance they are about to
\VI}en_g_hzi; reféﬁrce is 'yrcu,t_ _dff by the impofition of cdinage',
tion will preferve at leaft her darling fpecie ; and then excl

with the
tranfact.
the na-
) : afl ] : hangers
will be obliged, by the'beft of all compulfions, their own intercft,
‘to think ‘of other expedients’; bullion, manufactures, and natural
produce.” And when all thefe come to fail, a regular plan muft be

» and authorifed by ‘government, for obm’iuiﬁg credit in’
ging the revenue of  the folid propérty

-of thekingdom ; according to the principles we (hall difcover when'
We come to treat of exchange, 2 T

i
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