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'  GCHAP. XI
How b_y areturn of a favou-able Balarice the Bzmé may bé emz&/ed

0 pﬂy oﬂ he Debl: dué to Fore{gﬂers, and thus a’e/zfver t/Je Natzm
. friin that Birthen. | :

KX 7 £ Dave {’-ud tlnt the b:mks in contxaé’cmg dcbts, and m01t-
‘ gagmg the propeity of Scotland to frangers, for the pay-
mcnc of a gland Dbalance, really acted as the guardians of the
public, by mrexpoﬁng then- credit, a and’ by con{htutmg themfelves
as dcbtors for the ‘wlhole; taking for their 1ehef plopomon'll fecu-
~ rities upon the effes of 1nd1v1duals o R .
We have alfo pomted out how, by this opemnon, the mafs of
bank fecumnes comes to; be greatly. augmemed -
" Before the payment of any balance for the bchoof of Scotland
the fecurities in the hands of the bank can only be cqual to the
notes in dometftic cu-culanon, and qccumulatcd proﬁts thereon » Tet
this be called (A). In proportion as. thefe notes comc ba k
the bank, in a demand for bills to pay balanccs, in the fzune plO
portionr is there a fum of fccuut]es added to the former mafs.
(gl'\mcd upon new ClCdltS given_foi ﬁlhng up. the v01d the1eby
occafioned to cuculanon) wluch quantity I fhall call (B)...
(A) then lCPleCntS the {ecurities eqmvalem to the notes m cir-

l:ul'mon
(B) 1cpxefcms the fccmmes equwmlcnt to- thc debts contxa&cd by

the bank in favour of ftrangers.

Now let us fuppofc trade to become favourable; or thmt the inte-
reft of the moncy, which the natives had fent abroad, to mveﬁ in
foreign countr ies, bcgms to ﬁow bacL what will be the eﬁ'e& of

this?

1 fay, that this b'ﬂ"mt:e w111 be p:ud to Scotland, either in Com, or

in the metals, or in produce, or in manufadtures, or in bills.
In

Ciup, XXLT #OF POLITICAL OECONGMY: 1i; -1y

* In every cafe, it muft be fuppofed to be beyond.the confumption

of Scotland ; otheirwife it will not be a balance in their favour,

Whatever part of it, thucfom proves to.be beyond the confumpnon
of Scotland, will be turned into moncey. This money muft cuhelr
confift in the mietals, or in foreign bills. If it confift in the metals,
it wdl if coined, fill up, pro tanto, a part of cncul"mon, this will
make a proportional part of bank paper return upon the bank, and
extinguifh a proportional part of their fccurities 5 which we have
called (A).  But then there will be more coin in circulation than
formerly ; ‘confequiently, more coin will enter into paynients made
to the bank than formerly. But we imuft fuppofe, that before this
favourable turn -of commerce, there was coin-cnough both in the
bink-and in the country for the ufes of . domeft_ circulation ; con-
fequently, the bank:will fend off this fuperfluity of coin, and i
it they -will-refund a part of the debt: they -formerly contrated.'.:

‘Through all this chain of reafoning, we muft always fuPpo[c
the money in circulation to bc a determinate ﬁlm ; otherwife the fuper-
adding:this fofeign -balance in coin will niot occafion, as we haw
faid, a rerarn'of a’ pxopmuonal part of the bank paper.

“In the next place, let us fuppofe this favourable balance to conﬁﬁ
in for exgn bills,“upon London, Amﬁexda.m &c. Thefe \VIH be dif-
counted by the bank, and notes iffued -for them. - The blHS w111 be
fent oﬂ‘" by the -bank, in order flill to extinguith a part of what i is
owing to foreigners. - Thcfe notes, again, being fuperflious to
circulation, which we fuppofe to'be full, will return upon the bank
and #till diminith the mafs of (A).

By thefe operations we fee how (A) will bc conftantly diminith-
ing; ‘but then in the fame proportion we fee how the mafs-of
forcign debts will alfo be diminifhing: confequently (B), which
was engaged for them, will:be returning to be the free property of

the bank} and as we fuppof_c no variation upon the fum in circu- -

lation, -we 'ma.y confider this as a fort of converfion of (B) into (A),
and awhen all .(B).dhall ‘be thus.converted into (A), then the debe
s Ffoa formerly
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formerly contracted :by the’ bank in favourof, Scotland, willibe
'tomlly p;ud oﬂ by the: famc method (only mvertmg ithe opera_nons)

HAVL emmmed withall the care Tam capable of; tlie nature of

convemng it into p i for" the ufe ‘of circulation: "
Y Phe nattife of fuch banks'is but litdeknown in counmes whele
tTlcy have not Been cﬁabhfhed 'and a lem& accooot ‘of them 1na?v'
iuggeﬂ: hints, which in time’ may prove ufeful. : i

“ People who do not employ their thoughts -on'the theory- of trade
and credit, are apt to overlook ob_)eé'ts of real uuility ;" and thiofe wlio -

. do; Tave feldom the 0ppo1tumty of being mformed of the cuﬂoms,
of dxﬂ'excnt n1t10ns. Were my expenence grmter ‘or Had'Iimoré

oppouumrxes to dwe into the: 1eceﬂ‘es of this great obje& the wom

3 now pleCnt to the pubhc “would better deferve its attentions” lm”
“1'how proceed to a dedué‘uon of the’ puncxples upoit whichi‘aie
Founded thofe banks whicll are pr ‘incipally calculated forthe ufe of
commerce ; and as the glound-\voxk ‘of my inquiry, T thall: n;ace

. fome of the punc1p11 operations of the bank of England:rarail &

The eftablifhment of this great comp"my was formed about the-

year 1691 Government at thiat time having great occafion:for
money, a fet of maen was. found who lent to«it about 1,200,000 /.
fterling, at 8 per cent. for the exclufive privilege of ‘banking for.13
years; wuh Llus additional claufe that 4oo0/ ﬂ;ellmg, per annum,
fhould be given them to defny the cxpence of the undenak']l;f

: N

w

L binks ‘Calculated for the meltmg ‘down’. of folid- property, ‘and”

B i s e o ————
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ThlS fum of 1 x,zoo 0001, ﬂerlmg, was the'-original. bank. flocky Tt
lias been fince increafed to r1,000,600 Z by farther loans to govern+
ment, forthe prolongatlon of their privileges;.as has been taken
notice of in the 16th chapter of the fecond part. .

This flock, as in banks.of circulation upon mortgage; is- only to
be: ‘confidered as.a fubﬁdlary {ecurity to-the.publie for the notes they
iffue: were it the principal and only fecurity: for their paper,. this
bank would then be founded on the -principle of public,.not of

mercantile credit ; under which laft denomination weé;are going to-

point out in what the nature of it differs from thofc wehave. :111 c1dy
explamech .
<.t is a rule-with the bank of Engldnd to 1H'uc T, notes Upon-mort-
gage, permanent loan, or perfonal fecuuty ;The,pxjmmpal branchee
of their bufinefs-may, be comprehen d :un
1./The circulation of tlic trade of London
nefs of Great Britain:
transferable at the bzmk 4 ThClI‘ tmdc m gold and ﬁlver

four :uncles, -viz,
Tl e exchequel buﬁ—

ﬂnll
‘now {hortly, expl:un the.nature of thcfe four g1cat opelanon ;, and
firft as.to-the:circulation of the trade of London, .

5 ;,\thn we {peak of the circulation of trade, we underﬁand the cu:
culation.of money paid on the account of trade. L

+{The great occupation of the London merchants eng ages thcm tO'
fimplify their. bufinefs as much as po{hble. .For this; they commit

to brokers every operation: Wlnch requires no pecuhzu talents or in-
‘genuity in the 1 merchant himfelf';. and, for a.llke 161{'011, thc y com-
mit to'the bank and private bankers the care of theu' cafh.

A Scots-merchant Begins by drawing money, ; from the banL for

“which: hie. pays intereftr.a London merchant. bcgms by putting

money into the bank, for which he draws no intereft at all,
‘A London merchant, therefore, can give no-order upon'the bank,

-unlefs-at a:time,when he has money lodged in it

#1f he. has occafion forsmoney: at any time, he: fends to the banit
the bills he has, before they become .due,,and thc b'm
them.at certain rates, according to their nature. .

: C ' Iy
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. If it be'a foreign bill, the bank in dlfcountmg ity retams oE ‘the
fum, at the rate of 4 per cent. per annum, for the time the bill has e

guivy bt if thé bill be ata longer day than 6o days, they will not

difcountit. So in this cafe, the merchant muft keep Ius bill until
it is within 6o-'days of the term of payment. - TN
The rcafon for this is évident: the fecurxty “upon wluch fuch

Dills ftand, is pulcly mercantile. - The nearer, therefore, the pay- -

‘ment is, the lefs rifk the bank incurs ﬁ om the fzulme of tho{‘e who
are boundinit. ' - . N
The intention -of this: oPmatxon of (h{'countmg biils, is plamly to

cmploy the cafth in the bank in a way to draw an intereft for it;

- but as merchants allow their money to lie dead for as fhort a time
as they poflibly can, the bank muft have quick returns for what

they advance upon difcount, -in ‘order:to be' conftantly ready to an-
fywer all demands. “This ‘is no lofs to: thie bank, and a pwdlglous
ddvantage to trade, as Tthall briefly explain. -

“The bank is conftantly receiving cafh :from every pelfon who
Kéeps their cafh with it. - This occafions a’ conftant ‘fluétuation -of
payments, which of courfec mutt leave at all. times a-confiderable
fum -of ether people’s moncy in the b;mk bec’lufe 1t never. is- m.
:advance to any -one. : A EETR M

By long practice in thetrade, tlns fom of money bccomes deter
minate: let us.call it the average-money in'the hands of .the bank.
It is then with this average-money alone, that the bank can dif-
count bills. Now if :the trade of London does afford-bills to-be

.difcounted at different dates within 6e.days, fufficientto-abforbthe - -

+whole average-money of - the 'bank, . appropriated for, difcounting;
«his branch of bufinefs would not go forward with the celerity re-
:quired for the trade of Lendon, did the bank mdulge mercha,nts

fo {ar as to difcount-at a longerday. . : .
"From this we learn another reafon why the bank of England dxf—
counts no bill which -has more than:6o days to run.  ;Thefirft,
mentioned aheady, is.for the greater fecurity of payment ; and the
. fecond, whichwe now difcover, is in.order to be ablc to difcount
- more

it
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more -bills ‘than: otherwﬂ'e they could do, chd they . dlfcount at a
: longerday, R R I T Y P it

.AsI am here uponr the fubjeé't of dlfcoummg bills of e)\change
by the bank of England, an operation it has in common with all
the private bankers in the capital, I muft anfwcr qucﬂion Lhave
frequently heard propofed.. - . - . : o

-, How it-happens, that in a city of fo great nade as London, it is
poflible.that people thould be found even’ among merchunts, who
allow their money to remain in the hands of bankers without inte-
reft ;. when in Scotland, a place of fo little trade, intereft may always
be got for money for the fhorteft time? :

+The anfwer to.this queftion is -to- be deuved fx om the very pnn— ’

c1p1es of tade itfelf, "

The money which melchants have exther i the hands of the:
bank, or of bankers, though very confiderable at all times, is in:
perpetual fluctuation: it cannot then be lent to-any. but a banker,.
who would confent to. pay intereft for the fums in hand. But no:

fuch banker can be found,.nor ever will be found, until all the °

bankers in ‘London confent- to- fuch a regulation. . The reafon is:
plain. . One plincipal ufe the bankers make of the average-moncy
in their hands, is the dxfcountmg of bills. Who then could pay
intereft for money, and difcount, in competition with othe1s of the
fame trade, who have it for nothing?

- But fuppofe the bank, and all the bankels in town, ﬂ]ould comc
to the refolution of :giving intereft for the money in their. hands,
what would be the confequence? . -

- Tanfwer, " that upon fuch an alteration, chfcount \vould rife above:
the prefent rates,’ to the.great prejudice of the trade of the nation ;
and bankers ’wouldr lend the money in their hands. upon a more
precarious fecurity for the fake of a higher intereft. .

- All the landed men who refide in London, and many other wealthy
people, not concerned in trade, -conftantly keep their money either
in the bank,-or in fome banker’s hand, without intereft: this en-~’
ables bankers in general to difcount forcign bills. at 4.'p¢.'1‘ cent. as.

-6 has
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Ras been faid, even when the rate of mtelef‘c is mthcr a.bove that
ftandard. This is, as it were, a contubunon fxom thc uch 'md idle,
in favour of the trade of the nation. :

. Let, thmefme gentlemen ‘who have much idle mtmey, think of
.any other cxpedient than that of obtaining intereft for it, from
thofe who difcount bills in London.  Notone of them can afford
to do it; and thrive by his bufinefs; and the hurt which would
refult to trade in general, .will conftantly be a fufficient bar agamﬁ:

. .a general refolution for that purpofe. : :

‘What has been faid, will, I'hepe, prove fztxsfaé’tory as to the 1efo
hmon of the que[hon above propofed, fo far as regards London. It
remains to be anfiveréd, howthofe who fupply the place of bankers
in Scotland, and even the banks themfelves, can afford to pay inte-
xeft for any fum put into their hands for a fhort time.

1 anfwer, that as -to the Scotch exchz}nge;s, as we ‘have cz'tlled
thein, the profits on their:trade admitof borrovyi.n.g money at inte-
reft, which that.of the bank of England and prfvate.b:.tnkcrs can-
not do. If thefelaft can gain 4 or s per cent. by difcounting of bills,

it is all they can honeftly expe& : every other employment of the

money in their hands is precarious, cither as to the fecurlty or
promptitude of calling it in, to anfwm the demands Wh1ch are

made upon them. - L .

As to the Scotch banks, we lnve feen how due&ly contrary to
“all principles it is, to borrow. money in Scotland. - How it dimi-
nifhes the profits upon their own trade; and hurts the cir cul;mon of

the country; but although it diminifhes their profir,” it- ‘carriés

along with' it no pofitive lofs to them, as would be the cafe with a -

London banker, who would pay intereft for all the money in his

hands, when he never can-draw any back, except for that part"

which we have called the average.
_Every London banker is obliged to have'a certain fum of cafh

conftantly in lus cheft, the intereft of which would be’ .111 loft, d1dr

he .pay:for it: whereas the- exchangers' in Scotland never have a

fhilling by them.; and when any demand is made upon them, they,

draw
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dn\v the money from the b'mks, in confequence of- thexr cxcht by

' cafh 1ccompts. L .

: Beﬁdes foreign bills, which the baul\ of Lngldnd (hlcounts at
4 per cent. they alfo difcount inland bills, :md notes of hand be-
tween merchants in London, at g per cent,

~+The inland bills to be difeounted at the bank muft all be pavable
m London. *The bank calls in no moncy from ¢ "Lny diftant quarter
of the kin gdom. .

As the d)fcountmcr of notes of hand between London merchants
might oper’lte the fame eﬂ'e& as if the bank thould advance them
money .upon perfonal’ fecurity, in cafe the notes weré drawi for
obtaining " credit, in’place of paying money 1e111y due betwcen
the merchants, in the courfe of buﬁnefs, the clerks of the bank
keep a W"ttchful eye over this branch’ of . management,” and, by
examining the 1e01p10c11 draughts of mexch"mts between - them-
felves, they eafily acquire a knowledge of the ftate of their ‘affairs,

.and are thereby enabled tojudge how far it is expedient 6 l'l.unch
out in dxfcountmg e1the1 the notes or bllls whc1cm they are con-

certied.
1 ﬂlall not p1etend to aﬂign a reafon why, in thc price of dlfcount

-the b:mk mikcs a'difference of 1 per cent. between for eign and in-

land bills of exchange. It may cither be an indulgence and encour-

agement to foreign trade; or it may be upon the confideration of

the better fecuuty of foreign bills, which commonly pafs through
fevcml 1ndo1ﬁuons before they are offeled to be difcounted at the
bml\. o :

I come next to the c1rcuhtlon between ‘the bank and thc cx-
chcquex.

" The bank of England is to the e\chcquel, What a privite perfon s
bankm is to him. It xecewes the cafh of thc exchcquel, and an-
fwe1s its demands, T : .

C'lﬂl comes ,to the exchequel ﬁom thc amount of taxes. The '

two gx eat bmnches of which are the exc1fe and cuﬂoms To explain
VOL II S ) Gg . " this




i The excife is computed to. bring in annually from’ London,
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this operation. witli the more dl[’cm&nefs, I ﬂlall take thc example
of the exaife. sy 7o wand . ‘

and
the fifty two collections over all.England, nett into the’ exchcqucr,
above four and a half millions fterling. CHR

«The fifty two collectors fend the amount of their ‘colleétions’ to
London cight times-a year, almof entirely iu bills. As the fame may
be faid of sthe remittances of all the other taxes, we may from' this
circumftance obferve by the way, that London alone muft conftantly
owe to the country of England a' fum equal to all the bills draﬁ@n

“upon it; that is to fay, to-all the taxes which the country 'p'eiys

a cir cumftance not to be- overlooked, from which many things’ may
be learned, as will be-taken notice of in the proper place. : -
The bills fent by the fifty : two collectors, are draiwn Inymbl'e to:
the comnnfﬁoners of excxfe ; they indorfe thém . to the’ 1ece1vc1
general ; he carries them to- the bank as they fall due, and gels a.
receipt for the amount ; this receipt he carries’ to- the excheqiter;
who charge it in their account with'the bank, and déliver tallies-to-
the receiver general for the amount of his payments; thefe tdllies
he delivers to:the commiffiéners of excife, who enter thcm in Lhexr

book of tallies. This operation is performed once every w k, :111(1"
ferves as a:difcharge from the commiffioners to the receiver generﬂ -
The bank, again; keeps an account with.the” excheqter;’ thcb.,

is fettled once every day, by two-clerks, who go from the bank 0
the exchequer for that purpofe.. When coin is wanted by the c’{J-
¢hequer,” forpayments where bank notes will notanfwer, thé coin
is furnithed by the bank ;. when'; paper will ferve the pur pofe, p'lpcr

is iTued.

Befides this operation in the receipt of r:wes, the bank 1dvmces’
to government, that is to the exchequer, the'amount of the l1nd or
. other taxes impofed, which are to be levied within the year, This

we fee is a loan upon government fecurity for a bort terur, ‘quite “‘confiftént

with. the principles upon which the bank is'eftablifhed. The large:

3 {ums
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“fums the;bank is: conftantly receiving of public money,” and :the

great aflitance it obtains’ fromy thence in carrying on-the:other
bxanches of: their: trade, :enable it at prefent to make advances of
money to-government at 3 per ceit.; It-obferves the fame rule with

_relpec to the great companies of . the Eaft Indies, ‘and . South: Sca,

for the fame reafon: but no advances are made to private people;
and in difcounting of bills and notes of hand, thc 1egulatlons above
mcnuoned are adhered to.. : .
-+ Thus the whole amount of taxes.is pouled into the banL., i the
manner we have been defcribing, ... ... v

The bank alfo keeps the transfer. booLs of '111 the fundu nego~
tinted at the b1nk and out of the public money in its hand, it pays
the intereft of thofe debts, for which, government allows: to the
bank a fum, proportionate -to the expence of that bmnch of ma-
nagement. . e ;

thu the b'lllls, asa, company, lends to gove1 nment upon a per-
wnent fund, the capital whereof is not demandable; this operation
is fmexgn to their bufinefs as a bank, and is conducted by the com-
pany, as an article of management Voﬂf their private property. .: ..

.- Let us now examine by what channels:their notes enter into. cir-

uhnon, and the fecurity upon which they ftand. -

“When 1H'ucd in the difcount of Dills, they ftand upon the prin-
cxples of mcxcanmle credit, and depend upon the  goodnefs of the
bills dxfcounted When iflued upon the. faith of. taxes to be paid
w1thm the year,. thcy {tand. upon the fccuuty of that payment,
which is of.a very complex nature, as any one may perccive, -As

HRE LIPS L I

‘long as the inhabitants of England confume excifeable goods, the

excife will be paid: aslongas trade goes on, ctftoms will be paid:
and as long as government fubfifts, the collatcral fecurity of the
ﬁate will ferve to make up -all deficiencics.in the amount of. taxes.
No fecurity, therefore, can be better than, the notes of the bank of .
!unfvland while government fubfifts. The loffes that greac company
mﬂqt thh from, bad debts, fam mfoxmcd 'nc \’Cl} inconfiderable.
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+The ‘greateft rifk the “bank runs,:is-in d1fcount1ng ‘bad bills ;»but .
Dy the extent of theirbufinefs in this branch, and by cucuhtmg the:
cafh of all thé meréhatits Wwhb keep accounts with them, they ac*»
quire fo perfect a Lnowledgc of -the ftate of their affairs; that it
rarely happens that any one’can ‘fail for very confiderable fams;-
without the bank’s hdving a previous ‘notice of it. ‘A fudden lofs:f
may no doubt happen, without a poflibility of bemg forefeen ; but;
the matter of fatt proving that their loffes upon bad bills are:in<
confiderable, we may thence infer, that there is but little 1nyﬁe1y
to the bank, with regard to the credit of London merch'mts. pihe oz

.1 come now to the laft bnnch of thcu managcmeut, to wn theu‘
wrade in gold and filver. : . !

Tor'the circilation of b:mk notes; Com is nechTary We lnvc
feen, in treating ‘of the Scotch banks, how coin-is biought in: t
wit, ~in confequence of all' the payments ‘made to the:bank;”

which there muft be a p10p01t10n of coin ¢qual to \Vh’\.t is found in

‘commuon circulation. ‘What is not paid in coin,- conies in, in their
‘own notes, which are theleby taken out of - the ‘circlerj- and confe- v
quemly make place fora fubfequent fupply wlnch 1ﬂ'ucs in thc.,
manner we have defcribed. :

In times of peace,.and a fmvom able b"tl"mce of: trade, the Jbank -

fulfers little by the obligation it is under to pay in coin; except 10 4
far as the great confufion of .the prefent currency ? affords an occas -
fion to money—]obbexs to melcdown ‘the new guineas. -:/The externit

of this traflic I am no judge of, and ‘the bank no doubt hasan infes
reft in preventing it as: far as the. laws have -provided a remedy. :

- 1

againft it. : L 5
But when large p1yments are to ‘be madc abroad, the diftrefs 'of
the bank isno doubt very great.: S
In Scotland, the banks, upon fuch occafions, are tomlly dr'uncd
of coin. - They have no market for ‘thé metals ; becaufe they have.
no mint to manufadture them into coin. Itis different with fefpeét
to the bank of England; their diftrefs proceeds fxom 'mocher

caufe.

lThc
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?The expor tation of . the heavy guineas!in time of; war;;and of. a

wrong: b'llance upon the trade of : England;*leaves-circulation pl()- .
vided. wnh a:light -currency, in ~which the :bank is obliged to .pay:

their notes; and the intrinfic.value of the gold in which they pay;

regulates the price of the metals they are obliged to buy at market: :
If they. pxdvidc thém themfelves from abroad, they muft pay the -

price of them in bills of ‘exchange. But then the lightnefs of  the
carrency at home, {inks the value of the pound fterling, as it raifes

the value of the ounce of gold and filver. - So the only confiderable -
lofs they incur, is in providing the metals, which muft.ever be-

confiderable, {o long as the old guineas remain in circulation. ., ;
The lofs upon coining filver is ftill greater than upon. gold; be-

caufe, befides the lofs ‘incurred by.redfon of the lightnefs of the
gold;. the metals in thi¢ filver and - gold coin of Great ‘Britain, arc..

not proportional ;to the value they-bear in-the-London market,
where they have- been, ;bought, as has been fufficiently explained
already in another place®, - - ;- T TR S R

< 1t is with great diffidence that I pxopofe an expedxent to a company., .

fo knowing in the arts and {cience of trade, for preventing, ina great.
meafure, this lofs in providing the metals for: the ufe of circulation.
The /bank is dire¢ted by long éxpelience, and by a knowledge of
many; factsand circumftances hid from me; and which, therefore;
I cannot combine into a theory founded chiéfly upon reafon.’

“The expedient I propofe has been _pointed out in the prcceedmm'

p'u‘ts of this inquiry, and I only rempxtulate it briefly in this place,

" to recal it to-mind while we are ‘on the fubject of the bank of I:ng-

land.

Tirfl, then, while the coin is of unequal weight; the value of thc
currency never can be permanently the fame. Did the bank feri-
oully fet about forming a plan for the reformation of . the coin, I

have ho doubt but. government, as well as: thé voice of :the nation, -

would go alon g wuh it in f01wardmg 1he (.)\CCU[IOI] of: fo noble a
defign.o wwln o Y [ T PR P PRI

O Sec Book I1I. Chap. 21: Quett. 7. :
) ) The
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bu1 g, .I:md pexh'a,ps 4.t Culxz '111(1 L1ﬂ)on, for boxrowmg (though '1t
a lngh mtmeﬂ:) fums of money . equal to what may be due by Eng;
land to the continent upon certain emergencies.. . ;.

I cannot pretend to lay down any. plan for this’ opcxauon . but, I‘

proceed upon this principle: that if on like occafions.the, Butx(h
government can find credit to borrow. fo large fums for the ufes oE
war, at a very moderate mteleﬁ furely the bank of- Lngland may
imitate her. exnnple for the ufes of trade; ; and had fhe a credit
abroad upon which fhe could draw, I think it muft follow, that
the coin of the nation might be Lept at home. .
I have been an eye witnefs to large fums in new Enghfh gumeas
thrown into thc melting pots of the Dutch mings,: for:the fmall
proﬁt of lefs.than 1 per cent. gained by coining them into. ducats.
A fmall duty nnpofed upon coinage -in- the: Englifh;mint, would
prevent this practice '1b1cnd, ‘and then Britifh . coin-would. . come
fafe back again, upon every return of a favourable balance on their
trade. At prefent it comes home in bullion, which the bank muft
buy dear; the ftate muit coin at a confiderable. evpence sand the
bank after all muft give it to circulation at the mint price; which
is many per cent. below prime coﬂ as matters ha.ve ftood: for fcve1a1
years, . - S R S S Tr Pron
From this review of thc con{htunon of the bank of. England -and

N1

of the principles upon which. it is founded, we may.difcover how '

impoflible it is, that banks upon mortgage and private credi;, can
ever-receive any conﬁdex able 'lﬂiﬁancc from it; and how gmund‘
lefs all mhnuanons conccmmg its jealoufy of {fuch compames
mutft be.

A more natural obJeé‘L of 1tSJeﬂoufy is that of the London b’mchs,

who carry on a tr -ade fimilar to its own, in many refy peds, and who,

in the cqurfe of their bufinefs, draw from it very large quantme.p

of coin.t i« i

« 3Fet
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"[Th1s however occaﬁons o il wxll n ' the' p'ut of the Bank.
'The e ade '6f London 3 requu-es the aﬂlﬁancc Véf all the bmkels thele,
as wélI as of thé bank. ¥ Were'it othcnwfe the b'mk by (hfcount-
ing ‘bills at a lefs plOﬁl‘, mxght foon oblige them to thut up ﬂmp
In this view of the matter, the dr'twmg coin fxom the b'mL cmnot
be plevented T ’ S R
" The bankers call for no more than their buﬁnefs rcquues. Could
the bank, therefore, circulate the whole trade of London, the gon—\
fegitence would be, to ifliie @ much coin. @ at prefent: “and the
coin'which iflues from bankers, like to that which iffues from’ th(. :
bank, if it be for thie ufes of ‘domeftic: cucuhtlon, returns to the
bank in proportion as itiffiies: and if it be for | p'tyment ofa forexgn
balance, thé bank knows well that the’ expence of | p10v1dmg fox
that, miuft land upon it, in {pite of evéry method to prévent it:. ¢
I muft now explain' the difference between' the effedts produccd'
upon the-circulation of coin;. 'by the operations of banks eflablithed.
upon mortgage and’ piivate credit, and by thofe'of -the bank of
England, Whu:h we have faid. to be eftablifhied. upon mer cannle
fecurify.. v Lot 3 !
The confequence of abank upon’ mortgage, is to- ﬁll tlie” nation
with paper moéney; and to reduce the quantity’ of coin-fo the 10\veft~-
fum poffible; For the truth of ‘this propofition, I appeal to: thé ex:
perience of Scotland, and of Rofile, Where banks upon friorigage, dnd
moveablepledges, ate fotind eftabliflied.’ From thefe facts, dnd from
the p1m<:1p1es of their conflifution, which'is o melt down pwpertyT
into mondy; it follows, that when the.credit of fuch money is well.
eftabliflied, the  coin, which! is the: money - of the world, will bée
employed in' trading with- the world,-and thié paper, which is the-
monéy of the fociéty, will be employed in tladmg with the focmty
~The conlequénce of thisy i, that whin the bahnce of trade riins
dgainft a’countiy wheré banks tpon mortgage are eftablifhed, thé
coin firft goes out’; and when, by borrowing, it can be brought back, .
the intereft paid for the coin borrowed, adds an additional balance
a gnnﬂ; the country, undl tié whoie' revéniie. of it becomes the-

property”

)
)
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Ipendthrift.

- the -courfe of exchange. :

‘coin- wlll do it for him,.
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property of other hations. trom this we may conclude, that the
cftablithment of fuch banks is as d'mgcmus a weapon in the hands
of an idle nation, as an extenfive c1e(ht is to-the falmly of a young

But let us confider the con(‘cquences of fuch banks to_an induf-
‘trious people, who preferve, upon the aver age of thejr trade a fa-
vourable balance with other nations. - . -

The coin, then, goes out to return, and felvcs as a check upon
I here fuppofe proper regulations in the
mint, and an entire liberty to export coin. Pcrmitting‘the'.cxporta._-.‘
tion of coin where you have a ming, for paper to f.upp]y its ‘plaAce,
and n;-f:;vouré.ble balance on your trade to- bring it back, is like
eftablithing two fhops for the courfe of exchange. If the exchanger
will not ferve tr: ade at the pucc of n'mfportatlon and mﬁuance, the

In fuch a country, a bank, PlOPEllY efhbhﬂled w111 ﬁnd gle'\t
‘profit upon the intereft of their notes, notwithffanding of the ‘obli-
gation to provide, at all times, the quantity Ao‘f coin ‘neceffary for
circulation. All the great objeéts of trade will then be f‘ulﬁll.ed;
the reft muft be left to the operation of political caufes. »

If the balance of the trade of fuch a country fhould have the efle®
of bringing in an addition. of coin; which, .b(.:ca.u.fe of the paper,
would become unneceflary for circulation; this coin, or the value
of ir, will either be added to their ftock in trade, or w;lll be Icnt ta
other nations, This is the cafe of the Swifs: tl}ey are an induftrious
and a frugal people; they receive annually from 'thm'r trade, and
from the fervice of their citizens in many countries in Europe,’a
conflant addition. to their wealth, more than tl)'cir, trade gk"ruands,
which they lend to their neighbours; by thefe means tl}cy increafe
the revenue of the focictys and this increafe has. nﬂe&s almoft
fimilar to an extenfion of their territory,; bcc:m'(e it 1.s a means of
f13.c1c1ﬁ11;g their population beyond the. proportion of the natural
produce of their lands; and the food they import from Germany
and other countries, is paid with the money which arifes from the
4 . . : . intereft

' 'gove),

e
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intereft of what they have lent abroad. - All thefe opexauons are thc
Confequcnces of credit and cii cuhtlon. B A e e

.- Ina country where a mercantile bank is eftablifhed, thc meltmrr

“down of property is greatly circumfcribed ; and confequently coin
becomes more neceflary,

+ We have often faid, that a cucuhtmg vnluc (money) muﬁ conQ
ﬂ'ultly bear a proportion. to alienation. - Clrcumﬁances will deter-
mine what proportion of com and what proportion of papm will be
ncceﬂily for carrying it on. Thefe cucumﬂances, undel banks of

circulation upon-mortgage, multlply paper fo-much that httle coin
is rcquued

Crar XXIL

o
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:Let us now examine how f11 thc papcr of a melcannlc bank hkc
that of England, tends to fupply: the dem'md of circulation. L

.+ Were no bank eﬂabhﬂled at London, all bills would be' paid, or
d1fcountcd in coin. . S

.~The bank, therefore, melts down into p1pe1 moncy a.ll thc bllls
dlfcounted by them, and throws it into circulation.
It alfo melts down into, paper all the fums it advances cither to
nment, or to the great trading compames
adts upon the principle of banks upon mortgage. ..
51t alfo melts down into paper all the intereft upon the pubhc
Is. dlfcounted at the bank,  All tlns fum of paper iffies from

N ank into the city. of London, and pmpomwna.lly fupphcs thc
cnculauon of that great capital.

it . :
Let [us;next examine how this p'Lp(n czm ﬁnd its way mto thc
country of Engla.nd there to fupply the ufe of coin.

The wholc confumptlon of London for mea_t bCCl, ﬁxc, and an

In this ‘refpect i it

»mﬁmty of articles of manufacture for domeﬂ:m ufe and forelgn

exportation, comes from the country of England .

Did the country owe nothmg to London, the {fums duc fox thofe
commodities would be fent into the country in the current circula-
tion of London, which, by what we ha.ve feen,
large quantity of paper. e prd

But we have faid above, that the \vhole 'unount of ra‘{es almo&

is remitted to London in bills: this could not bc the cafe, were not
VOL. 1L . Hh

"Lbf01bs a.very

the
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the capital conftantly indebted to the country. This circumftance
confines the circulation of bank notes chiefly to London, and fome
other cities, to which the inhabitants of London refort, and whi-~
ther they carry in their pockets the money of the capital, viz. bank
notes. Tor thefe reafons, bank notes can never be common in the
country: and if, at any time, a fearcity of currency #here, proves
hurtful to induftry, the defect cannot be remedied but by eftablith-

ing banks of circulation upon mortgage in the principal towns of

England.

It may be here objected that fuch a regulation in England, where-

there is already fo great a bank fettled on different principles, might
draw along with it the following hurtful confequences, viz.
1mo, By multiplying the circulation of paper it would fend off the

coin.

nation into confufion. ) .
o which.I anfwer, 1. That if the coin were fent off, it would

return, 1gla
2. That this new. Bank paper coming in place -of the coin, would

1o moré be fent.to London than coin is fent now.  The-debts due-
by the country for taxcs, would be compenfated by the reciprocal:
debts due-by London for fubfiftence, &c. and the compenfation:
would goon as at prefent by bills : but were the cafe- otherwife,.
and did a change of circumftances oblige the countty to-make de--
livery in-coin.to-London, the- holders of the country notés would:
as is the-cafe in Scotland, have recourfe:to-the bank:
eftablifhed in the di[’cr_i&; for the coin wanted tobe fent toLondon,.
When I accidentally, as at prefent, liappen to apply a principle:
_to a particular-cafe, whereby an innovation is implied, I conftantly-
Fear a fecret rebuke from many impatient readers. Ithercfore beg’
a little indulgence upon aecount of my good intcmiox},‘which is-
o be approved of, or rejected by thofe who-
have the capacity to form Iélzms upon them, and power to put.them.

conﬁahtly,

only to fupport ideas t

in execution..
’ 3
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2do, The taxes would be paid in this paper, which.could not be-
received at the bank of England, and that’t would throw the whole-

a5 has been faid, while the-trade of England flourithes: and
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. CHA.P. XXIL

OF the firft E/la&/%heﬂt of Mr. Lmé’s Bb;}k in France, iin the

. Year 1716.

EN deducing the principles of credit, I have it chiefly in view, to
fetr in 4 fair light, the fecurity upon which paper-money is efta-
blifhed : and as I imagine, this importzmﬂ branch of my fubject
will ftill be rendered more intelligible, by an example of theabufe

“to which this great engine of commerce is expofed, I now propofe

to give my reader a fhort account of the famous bank of circula-
tion firft eftablifhed in France by Mr. Law ; but afterwards profti-
tuted (whether by defign, or by fatality, I fhall not here deter-
mine) to ferve the worft of piu'pofes; the defrauding the creditors
of 'the ftate, and a multitude of private perfons.

" So dreadful a calamity brought upon that nation, by the abufe
of paper credit, ‘may be a Viral‘nilig to all ftates to beware of the
like. -The beft way to guard againft it, is to be apprifed of the
delufion of it, and to fee through the fprings and motives by which

. the .‘hdifﬁﬁf)pi bank was conduéted. . :

After the death of the late King of France, Lonis XIV. the debts
contracted by that Monarch were found to extend to 2000 millions
of livres, that is, to upwards of 146 millions fterling.

It was propofed to the Duke of Orleans, regent of the king-
dom, to expunge the debts by a total bankruptcy. This propofal
he rejected nobly; and inftead of it, eftablifhed a commiflion

. "(called the 7#/2) to inquire into the claims of fuch of the nation’s )

creditors as.were not then properly liquidated, nor fecured by the
appropriation of any fund for the payment of the intereft.
Inthe courfe of this commiflion, many exorbitant frouds were

. difcovered ; by which it appeared, that vaft fums of.debt had been

contracted, for no adequate value paid fo the King.

Hh:=z After
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After many arbitrary proceedings, this commiffion tlnew the
King's debts, at laft, into a kind of order. )

Thofe formerly provided for were all putat 4 per cent. The cre-
. ditors to the amount of fix hundred mllhons, wlnch had not been
liquidated, nor prov1ded for; ‘had their® claims reduced; by. the
commiffion, to two hundred and fifty millions; for which they

- obtained notes of ftate, (‘Billets detat, as thcy were c1lled) bcaung

an intereft of "4 per cent. alfo.

. Thefe operations performed, the total debts’ of the late ng
were reduced:to the fum above mentioned ; to wit, two thouﬁnd
millions ; bearing an mteleﬂ: of 4 per cent. or exghty 1n11110ns per
annum.

From the neceflities of government, and the dxﬁxeﬂ'ed fituation
of the kingdom, this intereft was ill paid: and there hardly re-
mained, out of an ill paid revenue,. wherewith to defray. Lhe ex:
pence of the civil government. ,

About this time Mr. Lawsprefented to-the Regent the plan ofa
bank of circulation:.

For-the better underftanding this affaic of Mr. Law's. bank, and
the views he had in eflablifhing it at that time, I muft give-a_ fhort

account of the moft material variations of the French.coin, befor(;~
and after the King’s death, 1ft September 17155 which I fhall: -

make as fhort as pofliblc,. confiftently. with perfpicuity.

CH AP XXIV.

Aecount of t/Je variations of the French coin, fam:z time before mm’ )

after the death zy’ Louis XIV

N 17¢ 9, there was 2 new gcnenl coinage in France; By which
operation the ng gained’ 23 % per cent. upon all the fpecie
eoined. - (Dutot, vol, i.. p. 104.)

OUL )

- Qut of the marc c of ﬁmd:ud gold were coined 30 louis d'ors, of
20 livres denomination each. -Out of the marc of ftandard ﬁlvel,
8 crowns, of s livres denomination cach: fo that the filver was
put at 4o livres the mare.—DBut, -

"By edift of .the month of Septcmbex 1713, the old King ap-
pointed a diminution of the denomination of filver and gold.coins;
by wlnch, after eleven fucceflive changes, the coin of France was
o1deled to be brought down, from. 4o livres. the marc, to28: fo
that the 8 crowns, which were called 4o livres in the month of
Septembex 1713, by the 2d day of September 1715, (the day after
the King’s death) were to be called only 28 livres. I{ay called, be-

caufe certainly the crowns-had. fuﬂ'cxed no variation butin their.

name. .
On thre 13th of Auguft 1715, (a few da.ys before the ng ] death)

he iffued- a declaration ; ordering that for the future the coin

thould remain at 28 livres per- marc.

From this 1 conclude, that his intention was to leave, at his
death, the coin of his kingdom of the fame ftandard he had found
it tobe at the: berrmmng of his reign, and at which he had pre-
ferved- it invariably,” during the flourithing ftate of his kingdom,
for the fpace of 46 years; that is, until the year 1689:

He could not fail to be fenfible of the infinite prejudice occa-
fioned to debtors and creditors- Dby the variations. he had practifed
upon the coin from 1689.. - )

To this ftandard, then, it was brouglit the very day after his
death, and no fooncr: therefore his debt of two thoufand millions of
livres thould regularly be eftimated according to that rate; or at.

“about 4o fhillings fterling for every 28 livres: 4o fhillings being,

within 'a_trifle, the-value of 8 ounces or one. marc of. ftandard
filver, Paris weight.

At this rate of converfion, tlie two ‘thoufand millions were equal
to 142,857,140 L flerling:

Soon after the King's death, on the 2d of January 1716, the new
miniftry iffued.an edict, which totally deftroyed all.  This was the
moft.

Ciar, XXIV, OF POLITIGAL GECONOMY. gy
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moft cxtraérdinary operation, I believe, ever invented; and to it
.\vas owihg the eftablifhment of Mr. Law's bank: I muft thercfore
cxplain it. . . :
There had been no general coinage fince 1709; the louis d'or
had then been coined at 20 livres, and the crowns at 5, as has Been
faid. - The ediét of =2d January 1716, ordered a new general coin-

age, on the fame footing, both as to weight, finenefs, and deno- .

mination, as that of 1709: the only-difference was, that the firft
had an old man’s head upon it; the other -had that of a child of
fix years old. o : : .

" By this firft operation, there was an end put to the former dimi-
autions on the denomination of the coin ; which was now raifed
againto 4o livres the marc, as in 1709 *. This is nothing:

Thére being no difference between the old coin and the new,
cxcept the flamp, the old coin was called in, and a new face was
ftamped on the very {fame pieces. But when the-louis d’'ors were
called in, they were received at the mint at no more than 16 livres ;
and by a ftroke of the wheel, they were, in an inftant, converted
into 20 ﬁvres, the'denomina,:tion of the new coin. ’
~ Thus a perfon who brought 20 old Iouis d’ors to the mint, re-
ceived back 16 of his own 20, new ftamped, and no injuftice was
‘faid to be’ done, from - this demonitration of minifterial algebra,
viz. 16 X 20 = 20 x 16. Can any,thing be more clear and inftruc-
tive! ‘Some of my readers may not give credit to this; but it is
‘true neverthelefs. ' T .

" Under thefe circumftances, it was natural for the inhabitants to
with to difpofe of their old coin, at any other market than at the

King’s mint. They did what they could to fmuggle it to Holland ;-

where the induftrious Dutchman' ftamped a 16 livre picce with the
hicad of a child, as well as the King of France could do, and {ent

% Here is alfo an operation upon debts.  The day before this edié, thatis, the it
of Januiry 1716, the value'of the King’s debts was (as has been faid) above 142
millions {terling : but an edit comes, Taifing the coin to 40 Livies peir marc:; and con-

fequently, reducing the debtsto the value of 1oo millions fterling.
: .
1t
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ig‘bnck to Fx‘apcc' fora 20 livre piece. Thefe 6pei~ations were pr
vented as well as government could ; and every method I"'lc-
to force-in the old coin to the mint. ‘ : was tried

) Mr. Law judged this a very proper occafion to form the plan of
bank Qf cir?ulation, upon the principleés we have alread é:I:) lai da
‘ ‘Hq g;l\'e in hi_s fcheme to the Duke of Orleans 5 by \\y;llo:fl“irne ;
approved of ; and- the bank was eftablifhed the 2d of M e
fame year 1716. o D "y of the
’,[_‘he' firft thing Mr. Law did, was to buy up with i)&lll( notes this:
old coin, at a price above what the mint gave, but man : con,
be!ow the. proportion.of its value: his paper (’pdyablc inyt‘lfiﬂj o
coin at 4o livres per marc) was run upon for this, as. well a ¥ nlCW
reafons; and an immenfe profit enfued.. ’ * ’O e
Th_i's a.n.ec40te, I think, is curious, and tends to unfold Mr. Law's
combirations, in the propofal he made to the Duke of Orlé- ﬂ;" N
-ereting a bank at this period of time.. e

CH AP XXV.
Gﬂ}\itiﬁl{ﬂl‘l’dﬂ .qf the Accouns of Ltzw’:r'Bm/kg

I;I:E ’ bzmk_ acgordingly was cftablithed "in favour of Law and:
o ompany, by letters patent, of the:2d .of May 1716. The-
’}Tllpany was called, tlle~Qc1le1~al Bank ; and the note run thus :
o tljzil?ank prO}nllsz to pay to the bearer at fight — livres, in co;n :
ame weight and finenefs wi “coi his:
ectived v 5 with tl_le coin of this day, value -

The firlt fund of this bank confifted 'in 1200 actions (or fhares) -

. of one : rowns,’ L i
thoufand crowns,” (or sooo livres) bank money ; in all fix.

millions ; FOW! i i
fons; the. crowh being then. s livres, 8. to the marc;. filver.
. B 2 .
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coin at 40 Jivres per marc, as has been faid ; \vluclll' m;lke; ;11122
livre® juft worth one {hilling fterling: confequently, lt he {h o
were worth 250 l ﬁelhng, and the bank ftock worth 3oo,ooo~
ﬂell;)lrnt%c clal;fe in the note, by which the banL was obhgled fto p;].y‘
according to the then weight and finenefs of the coin, tho efw ho
cir paper were fecured againft the arbitrary meafures
ance of raifing the denomination of the coin; and
- In a fhort time,

received th
common in Fr: g the ! o
the bank was fecured againft the owering of i
moft people preferred the notes to ‘the coin; and accmdmgly they
pafled for 1 per cent. more than the coin itfelf. .

- This bank fubfifted, and obtained great credit, until the aft of Ja.-
719: at which time the King reimburfed all the plopnetms

nuary 1
Y e bank into 111s own hand, under the

of the {hares, and took ¢

k *, - o
name of the Royal Ban
* Upon this revolution, the tenor of the note was ch:mged It

ran thus: The bank promifes to pay to ‘the bearer, at ﬁght,
ralue received at Paris.

livres, in filver coin, ¥ e et reep
By this alteration, the money in the notes v ot

pace with the money in the coin; and both were equally affecte

by every arbitrary variation upon it. ' This was called, 1er$d11ng

the paper monndic fixe; “becaufe the denominations corm.me1 1m it -

did not vary according to the variations of the coin: I fhould have

called it momoie variable ; becaufe it was C\pofed to ch'mges w1th

real value. ~
lc{\P/[ex&Lt:\;t{sh cenuoudly oppofed this change m thc bank notes. No
wonder ! it was diametrically oppofite to all prmc1plcs of ;:u;dlt
Tt took place, however; and no body. feemed diflatisfied : the na-
tion was rather pleafed: fo fa.rmlnl were the variations of the c013
in thofe days, thatno body ever confidered any thing wnh regar

* Here the bank “departed from” the principles of puvate and mercantile credlr
upon which Law had formed it, and proceeded upon thofe of public crgdxr Pubhc
credit in France is the credit of the Sovereign the folidity .of which depcnds upon

! of “his admiiniftration
-the maxims which he follows in ihe courfe ¢ . w©

‘Caar. XXV.. OF POLITICAL OECONOMf B

to coin or moncey; but its denomination: the con[cquenccs of. the
vau'mons in the value of denomuntlons, upon the 'lccompts be-

’ t\vecn debtms and cr edltms, were not then attended to ; ;5 and thc

credit'of the notes of the royal bank continued juft as good as
‘that of ‘Mr. Law ; although the hvxes in this contained a determi-
11'1te Value} ; and the livres in thar could have been reduced at any
time to the valué of halfpence, By an act of the King's authm ity,
“‘who was the debtor in them. Nay more, “they in fad flood - maiy
variations during the courfe of the’ fyﬁcm without fuffeung the
fmalleﬂ difcredit. This appears wonderful § and yet it is'a fadt.
Political ‘writérs upon the affairs of France at this pcuod fuch
as De Melon, Savarie, Dutot, and others, abuidantly cer tify the

- incredible advantage produced by the operations of Mr. Liw’s

baik ; and the chain of events which followed, in the yeais 1719,
and 1720, 'when it was in the King’s ‘hands; thew to'what a prodi-
gious height c:.e(ht 'uofe upon the firm founda.tlon laid by Mr.

Law f.
1311t

Dutor, l'pc'\kmf‘ of the great value of paper in notes and aé‘nons throws out fc-
vcra] refleCtions, in the paffage I am now to tranfcribe from Ium, which, at the fame
time that they prove the great advantages refulting to France from the eftablifhment of
credit among them, nburdam]y evince how lame this author’s ideas werc concerning
the principles of paper credit, and of circulation, e fays, (vol il.. p. 200.) ¢ This
¢4 paper was indeed jult fo much real value, which credit and confidence had created,
in favour of the fate : and by. this fom was circulation augmented, mdnpendcntly
of all the coin which was then in France.” :
pou Upon this revolution, Plenty immediately difplayed herfelfthrough aII [hc towns,
and all the country.  She there relieved our citizens and labourers from the opprel-
_fion of debts, which indigence had obliged them to.contra : fhe revived induftry :
fhe reftored that value to every fund, which had been fufpended by thofe debts :
¢ fhe enabled.the King to liberate himfelf, and to make over to his. fubjects, for more
than fifty-two millions of taxes, which had been impofed in the ycars preceeding
17195 and for more than thirty-five millions of other dunec extinguithed during

#¢ the regency. . This plenty funk the rate.of intereft ; crufhed the ufurers carried

the value of lands to ighty and a hundred years purchafe ; raifed up Rately edifices
VOL. 1L 1i _— « boih
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} p10p01t10u of the found'ltxou tlnt the \vhole fabuc
"'md mvolvcd a nauon, jult cmerdmg ki om ban ruptcy

T nch to'be pexfe&ly‘fohd “The bl Bble ) G
_thole nation- was thmwn into '1{’comﬂ1men and con{‘temat n.
No boay could concexvc fxom whcncc the 01ed1t had fprung
'had or ated fuch mounta ns o: wealth m fo ﬂlOll: a nme 5

m 01dc1 to plOVC, that 1t was a waut of conﬁdc.ncc in the pubhc,

) B oY F' 1
& both in'town 'md country s teparred the old Wthh \vere fallmv to rmn 3 lmprovcd 3
T 'theAfml gave a'value to every’ uit pro

¢ )ou pleafe, one muft agree, that that ast,- that confidence, thatfear;- or:liac whim,
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i to ne\v cnlammes, al

“which occa- :

Tlns, ifwe “judge by what has been writ, has been ﬁlc general

opinion of that nation to this dzly and fince it was found impof-
ﬁble in I‘nnce to create conﬁdence in cuculatmg paper, which

i ed by the- ez’xrth which before thattite
zens, whom mlfery had for‘

«“had wone at all. Panty fecalled thoA
«¢ their ' livelihood abroad, “In'a word “riches flowed ini fronv cvery qunrter.mGold'
‘e ﬂlvcr, prccnous ﬂoncs, ornamc'nts of all kinds,” which'contribate to Tuxury- “and mw-
« nificence, came to us from cvery couhtry“in Eufope. - Wheéther thefe prod igies;tor
« marvellous effedts,’ were produced by art, by confidérice; by fLar, ‘or- by Whim if

£ hiad opérated all thefe’ rea’r/xe: whlch the antient adminiftrdtion- never- could, have

s« produced, T H
« What 4 difference in the fituation of Fiance at the beglnnmn' of

s and the fitation in which fhe was in Noveiber.1719! |

.- Thus _far, the :fyflem had produced nothlng bllt 800

« mendablz, and wonhy of admlrauon.

ng this fyﬁem of Ipapcr credit,

s
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40 pw.y oﬂ' WJ.th 1t, pcn one half of 111 the debts of l"mnce sfand by
thus thlowmg back thc com ints cucul'mon, in’ pa.ymg oﬂ? thc
(1Cbto, thatic would Tetirn of nfelf into the hank,’in the co fe of
ments made to the ftate; that c1edlt would be therebxrfup-
ported, ‘as the bank vwould be. énabled to. p'Ly in coin the notes as
thcy happened to return, in the courfe.of dnmeﬁlc circulation.

“This was-both.a pla.uﬁblc and an-honeft icheme, 1e1'1t1ve1y o 1
Duke of Orleans, whom we carmot fuppofe to have been m't(‘ter of
the’ plmmples of credit; and very practicable in a country wheré
there was fo great a quantity of coin as 4o millions fterling, and a
well eftablifhed c1e(ht in the bank, \Vthh prevented all runs upon
it from dlfﬁdence Nothmg but a w1ong balance of trade could
have occafioned any run for ~coin;; hecaufc, for the reafon alr cady
given, the paper bore for the moft p’ut a premium of 1 per cent
above it,. . . STt e -

Accordingly, dm mg thc wholc year 17 19, thc Cxe(ht of the 10y'11
bank was without fufpicion, although the Regent had, by the laft
day of December of thag year, coined of bank paper, for no lefs a
fum than 769 m11110ns, reckoning in's9 mllhons of p'lper, whlch
lnd been formerly 1H'ued by the gene: al bak of L and company ; for
wlnch he had given value to the pr op1
mto hlS own lmnds, _as ‘,VC, ave ud 1bove

T muft here obferve, th'\t by, thxs plan
in onc fenfe, a kmd of fecuuty for the notes 1Ih1ed So f"u as thcy

wwere iffued for com bmurrht in ﬁom the '\(lv1nccd v1lu of the .

[ e
paper, tlns coin was . the fecuriry: in the fecond phce, When the

coin was paid- away.to the c1ed1t01s of the ﬂate, the Regent wuh—
drew the. obligations which had been granted to them s, 'md al—
though I allow that the King’s own obligation withdrawn, . was no
fecurity to the public, who had 1ece1ved bank notes for the pay:
ment; yet ftill the mtc1eﬁ; foxmelly paxd to the créditors,” was a

fund out of \vhxch, upon the punc1ples of pubhc credit, the annual .

mteleﬁ for the notes was fecured Had, mdccd thc 1“1c11ch Aric

_perceived upon what bottom the fccuufy for'the paper ﬁood Auring

4 S the

R rendled pxecauous [ but they neither faw 1t or fought af[el it
' the men “of* fpeculanon were'all of . OPIHIOD, that as long

t01 s, when he took the bank,
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the: ycar 1719, pelhaps ‘the. crcdxt of ' bank mlght have been

wi n6 9 pape1 1Hi1ed by the Bank’ than 'lmz avai coin'in the kin
dom, there ‘ould bé 'no harm-done. Of tlns any pe1fon who has
read Dutot,’de Melon, Savarie, and othels, will be’ pexfaé'tly fatis;
: And I defire no far ther proof of the’ total i ignor; of thé
mmtels of ‘this kind, than to’ ﬁnd them a r

'bank papel is alw'lys good plovn’hng thcu: be com “in he n't on

. It is aﬂomﬂnng to find how gravely Meﬂ'rs de. Melon and Dmor. :eafoned con-
'ccrmna the nature of paper money, and the effedts of chnng,mg “the value of the coirl.
’1 hey both feemed to agree that a livre was alivre whether it. was the 28th or the 5oth
part; ofa marc of filver; whether it was a denomumudn uPon paper, Awell or ill fccured
no matter which.” . K . .

. ’l‘he whole rgz\fomnnr turned merely on Lhe qneﬁmn, who were rpbbed, and v.ho
. fanmﬂlc.ﬂ]

Ofﬂ country ? o

cnnchcd by fuch abfurd opennons upon thc co I
to "d

n, of fueh mcn ccrmmly conmbuted a grmt

mos of the mlm&ry at thls tlme :md [ mnke thcm clieve Kha[ th s.ll‘S of. money
ore ob care and more d\fﬁm]t to be underﬂood tlmn thLy rmlly are.
«,,There Icarmno ‘and re’afomng,

have (umcd common fenfe into mcxcncable feience 3 lhlS 1 thmk isa famous mﬂ'mce of

1oufands of cxnmp]es wherc mml\md, wx'h the

‘and it is rendrmn no fmall fervxce to thc world, [o dcﬂroy, m a xmnner, \‘.'hat

-Olh\_rS have been at fo much pains io elabliths © This is relloring common fcnﬁ: to its
. .

n Mnch it becomes intelligible” to every boe. - k y .
y well that the m:mﬁ:ry of France have now very different nouons con-

per “credit 3 . but thefe notions have not as yet reached the prcl'= -except in

- fomc of the King’s aniwers to the remonftrances of the parliament of Paris in-1760.

l “he fe .m(wcrs were ditated upon found pr mcnplus, and do great honour to the miniftry.

" The old nunom ftill pr(_Vallcd in.the remonftrances of the parhammt Tlns p]amly
'\ppears from the propofdl they nnde to the Km “at that time, .0 iffue paper to the
' amonnt of 200 mlllmns, which the pdrhamem w 1S to mak e_vood An expu.hcn: to
avoid domg that which r|hht reafcn dcri'ié.i-ided of (hem,y firlt to fecure a fund for
":the P"lpel', ~and then to borrow upon thac fund. ; “This propofal from the parliament,
qeﬂmo it, pmvcs that Cl’(.‘dl[ was then better undcrﬂood in the cabinet

the, underﬂand- :

e i et e i e 5
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to realize 1t, alth ugh that coin b!e_
' 5t

moré coin, m 4 'cou tly thal' 1ps
muﬁ be a mcxc deluﬁon and, &, of no valuc
u:pt fo far': 15 tlic bankvxs‘poﬁ't.ﬂc_d of thc value of it m one fpec;
of" pr opel ty or another.
And on the other hand, let the bank papel ‘exceed the quanuty
of coin in the pxopouxon of athoufand to one, yer flill it is. per-
fe&ly good and fufficient, providing the bank be poITeﬂ‘ed of an
equivalent value in any fpecies of good property. This I throw in
here to point out how far the French were, atleaft at that time, and
many years after, whenDutot andMelon wrote, from for: ming any
juft-notion of the prmc1p1es of ‘banking. ‘And, 1 believe, I may.
venture to. fay, -that the only reafon why banks have: never been
‘eftablifti#d in Frande, is, becatife the whole operation is fhll amyf-
gery to them. 1 _ground this .conjeéture upon an opinion of M dc
Montchmeu, who thinks that banks are mcomp'mble with pure
monarchy, a propoﬁtlon "he would never have advanced had: he
undcrﬁood the principles upon which they are eftablifhed:fy 1Y
The next remarkable and mteleﬂmg reyolution made upon. this,

- famous bank was by.the arzet of February.22, 17203 :which. conftis
_zuted the union of the royal bankvith the company of the; Indies,

By tlns arret, the hmg‘dehvexed o that compmy the whole ma-

ﬁrﬁ of . _T"muary 1719, 'md in mme commg Noththﬁandmg this
ccﬁion, theKing: rem1111cd guamntec for-all the notes, ; “which yere
not to bc émncd w1thou -:m decr of counc1l the comp ny vas 0

Bl
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” NETENTRE

the’ fqheme of thc Regent in thefe

“-“»’?HF ;gp the Acle':t ng up

LSRR

"ihort account of the ufc

"Cfrif)'xp.v}i'{fé*?ff. SR PO dA L
ﬁ.(f il ""'f).])r:,l' sl e

ut'before I pm eed to cxpla
([QU vy
s upon credit, T

X 'md tO gne a.
nfaéhons dmmg
the*Mlﬁiﬁppx fchcmc,' in thc order of - ume in wluch the
“ oue :morhér :
I

& ARDINAL de RlChllCll thut great munfter to Lou1s }xIH
34 the ﬁrﬁ\who cftablifhed trading cornpa.mes inPr anc' i
about the time of the: ﬁegc ‘of Rochelle;:

He then fét on foot the compnnes of the Weft md Emﬁ Indie

z:Several otlicrs,: viz. .one for Can'lda, one for thc Lecward ﬂ'ulds,
=md anothcx for Cayenne wele fucceﬁ}vely c{hbhﬂled in: the be-

Thefe‘compames, before 16(4, had ﬁequently ch’mecd thc1r
fohn 5 8

: of: ‘his hlngdom upon folrd prmmples ,'b
rc1fon all the undcrtalxels of- the (fmmer pl oy:&s of co mercc to

C
Hlands,* Acady, Newfoundlmd Ca} énn X the I‘:ench ‘continent of
. An;euca, from-the river of the- Amazons to:that of- Oronoko, the

' coaﬁs
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" coafts of Senegﬂ Gmce,

,»'40 years, ! P
-~ The fame ye'u 1664, chere was 7
Ilaﬂ'. I‘nél_ic.s,--.of which: we'fhai _fpeak aftelwmdq. .

i ; gcriums wcxe adv1nced by the Kin g
' \v1thout mtueﬂ:, “and -upon.: condition, - that if, .at. thie
term, any lofs was found on-the: tlade, it ﬂlould f"tll upon thc mo-
~ ney due to the King. - 1750 ; :
—On examining-intov thc—\Veﬂ;“Indn comp'myf'mafraivs, ‘after ten
years adminiftration, that is to f1y, in'the year- 1674, it was found,

a regular- tradé lhemf‘clvcs,'__
pcople to tndc w1ch thc

“fions 0" i c\oma
Thus ended the firft: compan ‘of thc;'Wc{’c In(hcs,
l‘lench, the Gam[imrme' 4 "O(,‘Cl[{ﬂﬂf- o .
Aftel telie fupplcfﬁon &f:¢his’ compaiy,’ the- I‘ICnch tr ade to Ame?
‘rica’whs (.lelled 6n'and 1mp10ved by puvne 1dventulelo, fome of
which obmmed pamcuhu grants, ‘to eiiable thc*n to form colomcs.
‘Of this numbe1 was Robert: ‘Chevalier de: 1a Salé, a native of Rouen.
1t was he wlio firft difcovered the'river M1ﬂ1{xpp1, and who' p1opoful

in the attempt. -

Hiberville,"a Canadian,’ too‘{ up | the pché‘t but foon died: He
was {uccccdcd by Anteny-Crozat, in 112, who had bcttex {‘ucccfb
“but the death of the King in 1715, and the rifing genms ‘of. Mr. Law,

five privilege of trading. " :Upon which, by edict of the 6chof Sep-
tember 1717, Was formed the fecond Compagnie d'Qccident, in f(woul
of Mr, Law: to wlnch was added the fur trade of C'\n'uh, thcu in
the

10 the King; in 1683, to: (,(hbhfh ar colony thelc. -He loﬂ: lns hfe:

that inftead of ploﬁtmg ‘of their e enﬁvc puvllege by c'ulymg on

~enga fred the Regent of France to- -make Crozat renounce “his exclu-

Citav. XXVIL: OF’POLITICAL'O’ECONO‘MY. S e

* the hands of private ndventmers, and the farm of the toba.cco for

which he paid r,500,000 livres a year.
~ Inow come to the laft India company. .

I have already mentioned the eftablifhment of it by ihe glC"L
Colbcrt in-1664.

After his‘déath, want of expeuence in thofc who fuccéeded him,
-abufe of adminifiration, carelefnefs in thofc who* cmned on ‘the
comp’my s bufinefs, competition between different companies, and,
“in fhort, every obftacle to new ¢ftablithments, concurred “with thc
confequencm of the long and expenfive wars of Louis’ XIV to Fen-
“:der all ‘commiercial projedts ineffectual; - and all ‘thé expence be-
ﬂowcd in cﬁabhfhmg thofc companies was in ¥ manner loft.

“In‘1710, the merchants of St. Malo undertook the Eaft India com-
pany.. It languifhed in their hands until 1719, and their importa-
_tions were not fuflicient to fupply the demand of "France for India

- ggods. for this ‘reafon it was taken from thém, and-incorporated
“iwith Mr, Law's company of the Weft Indies, in May 719!

By this incorporation was cflablifhed the great Company of-the
Tudies, which {till fubfifts in France: the only monument cxt'mt of
‘thie famous and unfortuiate Law,

Yor the better underflanding, theleforc, \vh'u is to follow, let us
attend to fome lnﬁoucal and chronological ancedotes, relative to
the wonderful operations of this Miflifippi bank, and company of
th(; Indles. Thefe I fhall fet down’ according to the order of .time

-/in'which they happened, that my r reader may have recourfe to them

as he goes along,

Without the help of this mble, I fhould be involved* ina hlﬁoxy
of thofe evcnts, wluch hOWever amufing -it might ‘be “to- fome
1e1dms, wou]d be quxte mconﬁﬂem with the nature of thls in-
quuy.

VOL. IL. . Kk o
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CH A P XXVIL
Chronological. Aﬂeca’ate:.

1709: A GENERAL coinage in I‘L:mc:e the marc of ftandard
filver, worth two pounds fterling; put at 40 livres de-

nomination.

. September-1713. The late. ng reduces the denomination of: thg

filver coin to 28 livres the marc, and the gold in proportion.

Thefe reductions were made gradual and progleﬂive, and were
finally to take place no fooner than the 2d of September 1715.

" Augufti715. TheKing declares, that in time coming, the coin
was to remain ftable at 28 livres the marc of fine filver.

Scptembe1 1715, The King dies.

January 2, '1716. The Regent of France orders a new general
coinage: raifes the filver coin to 4o livres the m'uc, and calls down
the old King's coin (though of the fame welght finenefs, and de-
nomination) 20 per cent. '

May 1716. Mr. Law’s bank eﬁ'ﬂ)hﬂled- bank notes coined; and
the old coin bought up at great difcount.

Qcptcmber 6, 1717.  Mr. Law's company of the Weﬁ e{hbhﬂmcd

4 Sceptember 4, 1718, He undeuakes the farm of tobacco.

September 22 , 1718. The firft creation of aétions of the com-
pany of the Wci’c to the number of 200 ,000, fubfcribed for in flate
Dbillets, at the rate of soo livres per ‘action.

January-1, 1719 The bank taken from Law, and veﬂed in the

King. At this dme the number of bank notes coined '1mountcd e}

59 rmll\ons of livres. -,
Apul 2, 1719. Anew coinage of 51 millions of notes ; in wlnch
the tenure of the note was changed,and the paper declared monnoic : fixe.
May 1719. Mr. ILaw's company of the Weft incorporated “with

the comp"my of the Faft Indies ; after which it was called the Com- -

pany «f the Indies. 4
k N ’ : June

gold forbid to be coined at the mint, or ufed in commerce.

o CSE g et IS AN TIAT Y N L R L L T -
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June 1719. Created 50,000 new actions of the incorporated com-
pany ; fold for coin at 550 livres per adtion.

June 1o, 1719. Coined of bank notes for 50 millions of livres.
- June 1719. The mint made over to the company for o millions.

July 1719, Created 5o,000 'ufhons as '1b0\ e, fold for notes, at

1006 livres per adtion.

“July 25, 1719. ~Coined of bank notes for 240 millions.

Auguﬂ: 1719. The company. obtains the general farms: promifes
a dividend upon every a 1&10n of 200 livres: agree to lend the King
fixteen hundred millions at 3 per cent. and have transferred to them
*48 millions per amnum foi the intereft of that fum.

_September 12, 1719. Coined of bank notes for 120 millions.

- September 13, 1719. Created no lefs than roo, 000 actions ; pucc
fixed at yooo livres per action.
. September 28, 1719. ~Created 100,000 more actions, puce as thc
former, fixed at sooo livres each.

O&ober 2, 1719. Created 100,000 more 1&10ns, -price as the fox-
mer, at sooo-livres each, - :

October 4, 1719, Coined by the Regents PI‘IVZU:C order, not dcln
vered to the company, 24,000 more actions, which compleated thc
number of 624,000 actions ; beyond which they never extg:ml'e'd. )

O&ober 24, 1719. Coined of bank notes for - iz20 millions.
December 29, 1719. Coined of bank notes for - * 129 millions.
January 1720. Coined of bank notes for - -~ 21 millions.
Tebruary 1720. Coined of bank notes for - 279 millions.

February 22, 1720. Incorporation of the bank with the company
of the Indies. ’ o

February 27, 1720. A prohibition by which no one was to have

- 1n his cuftody more than 500 livres of coin. .

March 3, 1720. The coin raifed to 8o livres per marc. .
. March 11, 1720. The coin brought down to 65 livres permarc; and

livres.

March 1720, Co;ned of bank notes for - - 1y1 8o3 obo
April 1720, , Coined of bank notes for - - 792474720
“May 1, 1720, Coiricd of bank notes for - - 642 393 130

Kk 2




[ S,

PPN

°

May 41, 1730, 'The denomination -of the" paper diminifhed by
arret of council, which, in an mﬁant put an end to all credit, and
made the bubble burft.

At this penod had been coined of bank notes to the- 1m1nenfc

. s - livres, -~
fum of - - - - - - - 2 696 400 oco
Of which had been 1ffucd - - - - 2235 083 590
‘Remained in the bank - - e e 461 '3x6 ‘410

Dutot, Vol. L-p. 144. Vol. 1L p. 207, - I
¢ May 27, 1720. 'The arret of the 21ft of this month 1cc111cd and
the paper reftored to its full denomination. S

May 29, 1720. The coin raifed to 82. livres 10 fols per TIATC,

* June 3, 1720. ' 400,000 aétions: bclongmg to the Regent are’:
burnt; arid the 24,000 more, which were created O&ober 4, 1719

Tupprefled ; alfo 25 millions of the intereft formerly granted to the
company for their loan of 1600 millions, retroceded by the com-
pany, a and conftituted again upon the town-houfe of Paris.

O¢tober 1o, 1720. All bank notes are ordered, by arrct of this

day, to be fupplefred if not brought to the bank before the 1t of ¢

December following, in ordet o bc paid m manner therein
fpemﬁed : : . . e

G #H AP XXIX. L

Coﬂtmszmn of tbe Accaum‘ af z‘/Je  Royal Bank of France, zmtt/ z‘/):?‘v

time that the Company of the Indies pr omgﬁ?d a Dividend of - 200
Livres per ﬂé?mzz.

T HESE things p1em1fed what follows wﬂl 1 hope, be cafily
undcxﬂood
So foon as the Regent of I‘Lancc perceived thc wondc1 ful eﬂ'c&s

produced by Mr. Law’s bank, he immediately refolved to make ufe

~of
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. of that engine, for clearing the King's revenue of a part of the un-

fapportable load of 8o mxlhons of yearly intereft, duL, though in-
deed very irregularly paid, to the creditors.
It was to'compafs this end, that he beﬁowed on Mr. Law the com-

' pany of the Weft Indies, and the farm of the tobacco.

To abforb 100 millions of the moft difcredited articles of the
ng s debts, 200,000 acions or thares of this. company were created.

* Thefe were rated at oo livres cach, and the fubfcription for the

actions was ordéred to be paid in billets detat, {o much difcredited

by reafon of the bad payment of the intereft, that soo livres, nomi- -

nal value in thefe billets, would not have fold upon c_h'ulge for
above ‘160 or 170 livres,  In the fubfcription they were taken
for the full value. As thefe actions became part of the company’s
ftock, and as the intereft of the billets was to be pud to them by
the King, this was effeGtually a loan from the company to,the
King of 100 millions at 4 per cent. .

The next ftep was to pay the intereft regularly to thc comp'mv
Upon this the actions which had been bought for 170 livres, real
value, mounted to par, that is, to- 500 livres. S e

-This -was-afcribed to the wonderful operations of the b;mk 3
whereas it was wholly owing to the regular payment of the intereft. °
In May following 1719, the Eaft India company was incorporated

with the Weft India company: and the 200,000 actions formerly
created, were to be entitled: to a common fhare-of the profits of the:
joint trade.

But as the fale of the firlt actions had ‘produced no liquid value
which could be turned into trade (having been paid for in ftate
billets) a new creation of 50,000 new adions was made in June
1719, and the fubfcription opened at sso livres pay'l.blc in effective
coin.

The confidence of the pubhc in Mr: Law was at this time fo
great, that they might have fold for much more: butit was judged:
upcdwnt to limit the fub(cupnons to this fam leavmg the price

of
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of the ations to rife in the market, accoxdmg to démand, in favour
of the original fubfcribers.

- This money amounting to 27 §co coo’ livres in coin, was to be
employed in building of thips, and other preparations for carrying
on the trade.

The hopes of the public were fo much raifed by the f'wourable
appearance of a- moft lucrative trade, that more actions were
greedily demanded. ' ;

Accordingly in a month after (July 1719) another création was
made of 50,000 a&ions; and the price of them fixed at rooco livres.

It muft be obferved, thatall actions delivered by the company of
the Indies, originally.conrained ‘an obligation on the company for
no more than 4 per cent. upon the value of soqo livres, with a pro-
portion of the profits on the trade; {o that the rife of the attions pro-
ceeded entirely from the hopes of thofe great profits, and'from the
finking of the rate of intereft; a confequence of the plenty of mo-
ney to be lent. - ° 7 - :

- But befides the nade, what 1a1fcd their value at-this tlmc, was,
that juft before the laft ‘creation of ations, the King had made over

the mint to the company for a confideration of yo millions of livres ;.

and this opened a new branch of profit to every one interefted.
The fale of the laft coined actions takirig place at 1000 livres cach,
fo great a rifé feems to have engaged the Regent to extend his
views much farther than ever. To fay that he forefaw what was
to ho.ppen, would be doing him the greateft injuftice. He forefaw
it not, moft cer tainly ; for no man could forefee fuch complicated
events, But had he conducted him{felf upon folid principles ; or by

the rules which, we now fay, common honefty required, he certainly

never would have countenanced the {fubfequent operation. .
The fourth creation of '1fhons was in the beginning of Septem-
ber 1719, ‘
In the interval betwecn the third and the fourth creation, the
Regent made over the general farms to the company, who paid
three millions and a half advanced rent for them. And the com-

pany

st S F
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pany obliged themfelves to lend the King (including the 100 mil-

lions alreudy Ient upon the firft creation of actions) the immenfe

fum of 1600 millions at 3 per cent. that is, for 48 millions intereft.
Now it is very plain,, that before the month of September 1719, it
was impoflible they could lend the King {o great a fum.

They had already lent him, in September 1718, 100 millions, by

taking the billets d'ctar for the fubfcription of the firlt creation of

aQions; the fecond creation had produced coin, laid out in mercan-
tile preparations ; and the rhird creation of actions, at the ftandard
'V’llu‘é’ was worth -no- more than yo millions of livres: this was
their whole ftock. Whele then could they find 1500 millions more
o lend? :

.1 therefore conclude, that at this time, the combination which I
am now to unfold, muift have, more or lefs, taken phcc between
the Regent and this great company. :

The public was abundantly imbibed with the notion of the pro-
digious profits of the company, before they got pofleflion of the
general farms. No fooner had they got that new fource of riches
into their hands, than they promxfed a dividend of no.lefs than 200
11vreu on every action, which was ten times more than was divided
on 'them when at firft cr cated,

. The confequence of this was, that (fuppofing the d1v1dcnd 1:1(,1-
nanent and fecure) an action then became as well worth gooo livres

as at fiff it was worth soo livres; accordingly to sooco did it rife,

upon the promife of the new dividends.

But what could be the motive ‘of the company to promifc this
dividend, only three months after their eftablithment? Surely, not
the profits upon a trade which was not as yet opened. Sureiy, not
the profits upon the King’s farms ; for theﬁ. profits it was greatly
their intereft to conceal.

. Their views lay deeper. 'The Regent perceived that the fpiric of
the n'mon was too much inflamed, to fuffer them to enter into an
examination of the wonderful phenomena arifing from the cfla-
blithment of the bank, and company of the Indies. If the com-

pany
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pany promifed 200 livres dividend, th‘é public éon"clud?d ktha’..t‘ theiy
profits would-enable them " to pay ity and really"m. Fl}l_s ‘pa;'ncul‘ar
the public might be excufed. . S - :
The plan, therefore, concerted between 'tl)c Regeu.t,and the com-
pany fecms to have been, to raife the actions .t_o t}us, gl?a_t val}lO,
in order to fufpend a greater quantity of notes in circulation.. .
This was to be accomplifhed, 1. by the Regent’s purchafing the
aions himfelf from the company ; 2. by borrowing back the notes
he had paid for them, in order o fill up the loan whicp the com=
pimy had agreed to make; 3.t0 pay off all- the public c‘redltmjs
with thofe notes fo borrowed back; and 4. when the nation-was
once filled with bank paber, to fell the actions he had purchafed
from the company, to withdraw his own paper, and then deftroy it.
By this.operation -the whole debts of France were to -l.?e turned
into actions ; and’the company was to. become ‘the public debt(?l-,
inftead of the King, who would have no more to pay but 48 1n{1'=
lions of intereft to the company. S . S
By this operation alfo, the Regent was 10 withdraw all the bank
snotes which he had iffued for no other value but for-the payment
of debts;. which notes were demandable at the bank angl for the
future, he was to iffue no more (I fuppofe) but for value prefex'vgci,

CHAP XXX

Plan of the Mtﬁﬁppi;

v 7 OW if we examine the motives of the Regent, with regard to
P this plan, and fuppofe that he forefaw all that was o ha.ppcn .
in confequence of it; and if we alfo fuppofe that he really believed
that the company never could be in 2 fituation to make good the
: dividend

. In all of yearly incbmcv L -
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dividend of 206 livres; which they had promifed upon their ations ;
in a word, if we put the worft interpretation upon all his actions,
we muft conclude that the whole was a moft confummate piece of
knavery, - 2 nin LT o Dot el . S

i i

.-*But as’ this does not appear evidently, either ‘by the fuccecding
operations, or ultimate confequences of . this fcheme, I am loth to |
afcribe; to that -great man, a fentiment’ fo oppofite to- that which
animated him, on his entrance Upon theé regency, when he nobly
rejected the plan propofed to him for expunging the debts alto-
gether,» fonts T e T IR »
-1 may therefore fuppofe; that he’ might believe .that the com-
pany to-whom hé had given the mint, the tobacco, the farms, and
the trade of France, and to whom hé fdoxj after gave the general
receipt of all the revenue, might by thefe means be .enabled to:
make good tﬁeir—'ehgagem'gnts to the ‘public. 1 fay, this may b fup-
pofed ; in which cafe juftice was to be done to every one; ‘and the
King's 'debts were to be reduced te 48 millions a year, inftead of
So millions. S Segod R
That this is a fuppofeable cafe, I gather from Dutot, who gives
11s an enumeration 6f the revenne of the company, Vol 1. p: 163.
as follows: - R R T
’ - Revenue of the Company of the Indies.

Intereft paid to the company per annum =~ - - 48 000 0G0
- Profits upon the general farms - - - 1§ 000 opo
" Ditto upon the general receipt of other taxes - 1 500 00O

Ditto upon the tobacco ™ - = - - -
© Ditto upon the mint -~ - - - " - - 4000000 .
* Ditto upon their trade -~ -~ < - 1 .o =

- 2 000 000

10 000 00O

: Y : : 80 500 000
Now if we fuppofe the intereft of money at 3 per cent. this fum
would anfwer to the capital of 2664 millions, which was more than

~ all the'debts of the kingdom, for which they were to become an-

fwerable, - -

VOL.IL L1 Upon
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. Upon this view of the matter, I fay, i was poffible, that thc Re-
gent might form tln-; .plan, thhout any intention -to deﬁaud the
uednoxs -and more I do not pwtend to affirmu s i S

1 have faid that he purpofely made the company 1;11{'6 thc pucc_
oi their a&tions, in order to draw mor tes into circulation.;, ..
Lo this it may be objected, tlmc he )ght' as well\havc paid off

o woxk 3 and ]mv(, lcft them to PlllCh'lfC the 1&10119 due&ly fxom
the company. ) i 3 R s I
I anfwer, that fuch an opcmuon Would h'we 1ppe'u ed top bare-
faced, and might have endangered the credit of the bank: ‘Whereas
in buymg the actions, whiclh were run upon by every. body,- the
ﬁnltc only appeared defirous of acquiring a fhare of the vaft PlOﬁfS
to bc made by the company. . ¥arther, . . .

As the company : ’lppC'qu willing to 1ccepl of b'mk notes ﬁom'
the ftate, in payment of their actions, this manccuvre gave an addx—
tlonﬂ cr u]u both to the-actions, and to the notes ;- a thing very ne-
ceffary to be attcndcd to, in a fcheme which was calculated to bring;
about a tonl transformation of the fecurity for the King’s debts,

I muit however obfewe that at the peuod concerning which we:
are now talking, (vm. at the time the company promifed the divi-
dend of 200 livres pu "uf‘txon) the plan we have been defcribing,
could not have becn carried into execution.

Therc were at that time only 4oo,ooo actions cu::ued mted at
777 millions: of thefe were difpofed of at leaft 2 §o, 000, to Wit thc
oumnal 200,000} :md the fecond creation of §0,000; fold fm ,coin,
Befides, there were then only coined in bank notes for 520 multon
S0 there was not a pollibility of exccuting the meI lmve men-
tioned, as matters then ftood.

. Itis from the iubiLqucnt operations of the fyﬁem, that it 3 'Lppcar"

evident that this and this only could be the intention. :

We {hall fec.how the number of actions were multiplied, without:
any other view than to make the public imaginc, that the funds ne-
ceffary for carrying on the trade of the company were immenfe.

T 1 T ‘ The

! “Tlie' mithber of the actions fold to"the public was v'cfy incon-
fiderable; compned witli thofe fold to!the Regent; and found in
]ns hinds at the blowmg up of 'the fyllem” s -

~‘Béfides, at the period: when the' number of aéhons was C'uucd
to the utnioft; viz. to 624,060, the*bank ‘notes bore no ploporuon
to their value; for on the 4thof ‘O&ober 1719, when the laft créa~-
tioni of ‘a&ions- Was m1de, the bank notes ‘did not: C\:ceed ‘the fum
above fpecxﬁed 't wit, 520 millions:*

But in’'tracing’ the progrefs of the fyﬁcm upon the table, we
I’CICCIVC, that after the actions were once carried to their full num-
ber, (O&ober Yth; 1719): theu the' coining f bank notes began
atra moft Pl‘OdlglOU.S rate 5 in fo much, that by the month of I\/Lly
17206, they werel increafedfiom’ 520 millions, : to ‘above 2696 . mil-

lions ; :and all thxs fum, cxcept 461 mxlhons, were found in circu-
I.Ltlon. B

! Farther':"We fhall fee, that when' the Regent and thc company
made oiit their ‘accompts; there were found in the Régent’s hands
no lefs than 4oo,000 actions, which were burnt; and 25 millions:
of intereft upon the fum'of money due by thc Km"r to thc com-
pany, cxtmgmfhed :
Thefe facts prove beyond a doubt, Llnt thefc 400 ooco actions had
been bought with the'notes coined’ pofterior to the 4th of October
1719 otherwife the actions covld not have: become-the property
of the ftate.. . . . .. : .

Befides, it was 1cl:nowlcgcd pubhdv that thc notes were coined
for that purpofe. (See Dutot, Vol. L-p. 14.4.) In the next pl"LLc,
it is evident, that the notes which had been' given in payment for
hofe actions,. had been borrowed back, to fxll up the loan of 1600
millions of livres ; -which -the company never could have other--
wife lent to the King.  And in the laft place, it is certain that the
public debts .were paid off with thefe notes, fo -borrowed back

- from the company : becaufe we fhall find the notes in circulation

atthe blowing up of the {yftem, in May 1720; and we fhall {ec
how they were paid and withdrawn in October following.
‘Llz This
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Tlus detml Iown.is a little long, and perhaps too. minute:. bm: 1
thought it ncceflfary 10 plOVC.thL. folidity : of my conjeétures. con-
cerning the Regent’s wmotives inconcerting this .plan;; which ng
French author, that ever I faw, has. plctended to: unfold exccpt by

“What is now to follow, will ftill fet my, COH_]@&UI‘GS ina faueL
light. -« We have; feenalready from the table, with, what rapidity
the creation of adions went on from thc 13th of September to:the
ath of - Oftober 1719..: No lefs than 324,,000 were. created; in. that
interval. St

Yet Dutot, vol il P 169, er ﬁq pofmvcly fays, that on the 4th
of October; the company had -not_fold for more tlnn 182 ,500,000:
livres-of their ations. - Now: the total ¥alue; as. they were; rated
when cremed, extended to 1,797,500,000 ; {o.there was httle more,
than one tenth part of the value fold off. :

: ‘Why therefore create: fuch immenfe ‘quantities of a&xons, and
fo far beyond the demand for them, but to. throw: duft in the eyes:

of the public; to keep up the {pirit of - infatuation ;. md to pave.

the way for the final execution of . the plan2 .o fooien g
The actions being brought, by four fucceflive creatlons, of .the
13th and 28th of September; the 2d and 4tly of O&ober, to their
full number, the company, during that interval, obtained the ge~
neral receipt of the whole revenue.” Thus, fays Dutot, - vol. ‘ii..
D197 the company was intrufted with the whole revenue, debts:
and expences of :theftate, and all unneceffary charge was. avmdcd
in colle@ting and adminiflring it. :

In the month of November 1719, the credit of ‘the bank, and of'

the company, was fo great,:that the actons rofeto- 10,000 livres:
Notwithftanding; fays Dutot, vel. ii. p. 198. that the company did'
what they could te keep down the-price, by throwing into-the mar-

Ket, in one week, for no-lefs than 3o millions.  He afligns feverr

different reafons for this, which, all put togetlier, are’ not worth
one ; to wit, that the Regent was ready - to. buy up-every one that
Jay upon hand, in concert with the company;.

'c;;wxxx- :;'O‘F‘POI:I:'I‘IC?AL"OECONOMY““ r 26k

1f: the company had been’ inclined to keep down the: pr1ce of the
aé'tlons, ‘tHey Liad nothing more to do than to deliver part of ‘ the
vaft nuinber they fill: had unfold, ‘at the ftandard value of sooco

- livres;-at which they. were ‘rated when : created ; and’ this would

have efre&ually prevented their rifing to 10,000 livres.
15 Buit it was the intereft of the Régent, who was at that time wel}
provided - with actions, - to ‘fock-job, and .to:buy with one hand;
while he was felling with:the other: thefe o'pcntions were then.
as well known in the Pu eet called Q_lmqucmpmx, asnowin Chan ge~
'xlley .
' As'a; proof of the Jnﬁnefs of my allegation, that the Regent was:
domg all he could to raife the price of the actions, Dutot informs:
us,; in the place above cited; that:the-bank, at this very time, was:
lending money, upon the fecurity of adtions, at 2 per cent. 1f thar
was he cafe; how was it pofiible that an action, with 200 livres divi~
dend, fhould fell for lefs than 10000 livres; wl11c11 is- the capital cor=
refponding to 200 kvrés, at 2 per cent..?

~'This is-cvident ; and were it neceflar Y, it may ‘be pmved to’ de-
monﬂranon, that the rife of the actions was the Lonfequence of ‘a
yolmcal combinatien. . :

: But §f money, at that time, came to bE:u' no more than 2 per cent..
"\nd if the company was able to afford zo0:livres upon the action 5
where was the inequity of raifing the- ationsto'1 0,000 livres? T con-
fefs'T can fee none, nor do-I perceive! eithr.;r the impoffibility or-
improbability of the twor poﬁuhta, had m'urexs bcen nghtly con-
ducted. - I RS R

= As tc money's-falling to 2 per cent. any man of 20'years old may
cxpe& to fee it, without a Mififippi --and as for the payment of the
dividends, there never were in the hands of the public, nor ever
eould-be, had all the creditors of the 2000 millions of pubtic debts:
jnvefted. in- actions at 10,000 a-piece, one half of . 624,000 actions:
difpoled of: confequemlir, the 200 livres dividend would not have:
amounted,. upon 312,000 "vfhons, to more than 62,400,000 livres 5

— : andi
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and the revenue of the company, as we-have’ feen, e‘(ceedcd 80

millions a year. & o

This ftill tends to vm(hcatc the chcnt ﬁom the gr ofs 1mputat1on
of fraud, in the conduct of the Miflifippi. ; :

But what fhould ftill- more exculpate that prince, in the eyes of
every impartial man who examines the whole condué of the af—
fair, is the uniform fentiments of the moft intelligent men in
¥rance concerning the doctrine of money and credit. Dot

Wlien we find Dutot, “who wrote againft the arbitrary change
of the coin; and De Melon, the Regent’s man of confidence and:
fecretary, who wrote for it, two perfons confidéred in, France
as moft able financiers, both agrecing, that during the operations
of the fyftem, money never was to be confidered but according to
denominations ; that there was nothing againft' good  policy. in
changing -the value of thefe denominations ; and that paper-
moncy, whether iffued for value, or for no value, or for the pay-

ment of debts, was a.l\va)s ‘good; providing there was coin enough in.
France for the changing of it, although that coin did not belong to

the debtors in the paper; when thefe prxnclplcs, 1 fay, were

adopted by the men of penetration in France ; when we find themf

publifhed in their writings, many  ycars after the Regent’s death,
as maxims of what they call their credit public 5 1 think it would be

the higheft injuflice to load the Dulke of Orleans with the grofs im-:

putation ¢ of knavery,.in the Miflifippi fcheme.

Taw no doubt faw its tendency. - But Law faw alfo, that c1cde».
fupported itfelf on thofe occafions, where it flcod on the moft.
ticklifh bottom: he Taw. bank notes to the amount of more than .

two thoufand millicns, iffued in payment of the King's debts,

without occafioning any run upon the bank, “or without fugrre[‘un g,

an idea to the public that the bank thould naturally have had fome

fund, to.make them good : he faw people, who were in pofleflion
of a valucin paper, C\cccdmg 6ooo millions of livres, 6o to the .
imnarc, (Dutot, vol. i. p. 144.) look calm and unconccmed when, ;

in one day, the coin was raifed in its'dcnpomin "mon to 8o livres in
B the

Lo
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the marc; by \vlnch .operation, the 6ooo millions of the day before
loft 2§ per cent. of their real value. He faw that this operation did
not in the leaft affet the credit of the bank paper;. bec:tufc people
minded nothmg but-denominations.

He faw farther, that by the operanon propofed, the whole debt of
the King would be transferred upon the company. He faw that thefe
debts, being turned into b'mk notes, would not be fuflicient ro By
above 200,000 altions, at the value they then fold for. He knew that
the Regent, who had bought 400,000 of thefe actions at sooo livics
apicce, thatis, at half price, would remain in poflfeflion of 200,000
ations, afier felling enough to draw back the whole of the bank

* notes iffired for the payment of the debts; and he faw that the com-

pany of the Indies had a yearly income of above 8o millions to enable:
them to make good their engagements: “befides, he faw a power
in the King to raife thé denominations of the coin at will, without

-ﬂlochg the ideas of his people, by which means he might have

p'ud the 2000 millions with one louis d'or. -Put all thele circum-
flances togethier, and I can imagine that Law's brain was turned 3

that he had Ioft fight of all his principles ; and that he might be-

lieve that his former common {enfe, was, at tlnt time; become
abfolute’ nonfenfL n Dmm'. ' ’ :

That comimon . fenfe may become nonfcnfe is- a thing by no
meéans peculiar to Fr ance, but qlutc peculiar to, wan.

1 fhall offer but one ar gument more, to prove thit the Duke of
Orleans, and Law, could have no premeditated defign of demud~
ing the public, by thefe wonderful operations; which is, thac
admitting the contrary, wou'_ld be allowing them an infinite fupe-
riority of underftanding over all the reft of Europe. -

Until the bubble burft, no body could know where it was to:
end: every thing appeared very-extraordinary indeed; and the
fatal cataltrophie might have been expedted from the greatnefs of
the undertaking, merely, Buf'if there had been any roguery in
the plan itfelf; it muft have appeared palpable long before; be-

- caufe:

P
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caufe the whole of the operaﬁo‘ns in which only it could c011§ﬁ,~
averc pliblic. e K '_ . o ‘ ]
" . All the notes were created by public aét of council; forwcxc the
adtions: the loan of 16co millions to the King, by the company,
was avpublfic decd ; fo was the alienation in their favour, of &8 ml.l-
Jions for the intereft of that fum. Notes were avowedly .comcd in
orfler to purchafe actions, (Dutot, Vol. I. p. 144.) tl.le creditors were
avowedly paid with bank notes, at a time when it was forbid- to

have sco livres in coin in any perfon’s euftody; confequently, it

was alfo forbid to demand coin for bank notes. £
Now all this was going on in the months of Febrl‘m.ry,- Marchy
April, and the beginning of May 17203 ar}d no ﬁ~1fp1c1onr of. any
failure of credit. - The coin alfo was fometimes raifed, fometimes
diminlﬂied in its value, and ftill the fabric flood firm. - - o
Under thefe circumftances, to fay there was knavery, is to fay
shat all the world were abfolutely blockheads, except' the Regcpfc
and ‘thnl Law: -and to that opinion I never can fubfcn-bc. A
It may ‘feem furprifing that I fhould take fo much pains to Ylﬂd.l-
cate the two principal conductors of that fcheme. My intention is
pot fo much to do juftice to their reputation, which has been gr_ofsly
calummiated bby- many, who have written the hiﬁq‘ry of tho'fe tll’ﬂC:S,
as to prove, that an ill concerted fyltem of crAe.dxt may l‘)rmg ruin
_on a nation, although fraud be out of the queftion : and if a nation

be plunged into all the calamities which a public bankruptcy can .

occafion, it is but a fmall confolation to be affured of thcgc')od in~
tenrions of thofe who were the caufe of it.

Crar, XXXL
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CHAP - XXXI.

Continuation of the Account of ‘the royal Bank of France, .until
' ‘the total Bankruptcy on the 218 of May 1720.
I NOW refume the thread of my flory.” We léft off at that périod
when the credit of the company and of the bank was in all its
glory, (November 1719) the actions felling at 10,000 livres; divi-
dend 200 livies a year per action; and the bank lending at 2 per
ceit: :"all this was ‘quite confiftent with the then rate of money.
~'In this ftaté did matters continue unril the 22d of February 1730,
when the bank was incorporated with the company of the Indies.’
" The King ftill continued g‘uarantee of all the bank notcs, none
were to be coined but by his authority: and the controller-general
for the time being, was to have, at"all times, with the Prevor des
marchands of Paris, réady accefs to infpéct the books of the bank.
““As the intention, at the time of the incorporation, ‘was to coin a’
very great quantity of notes, in order to buy up theé adions;  and
to borrow back the money, in order to pay off the creditors ; it was"
proper to gather together as much coinas poflible, to guard.againft
a ruir upon the bank: for which purpofe the famous drret de Confeil,
of the 27th of February 172 o, was’ publithed,’ fdrbidding any per-
fon to k_eép by them more than §oo livres in coin. :
This was plainly annulling the obligation-in the bink paper, ¢z
pay to the bearer on demand the fum fpecified, in Silver coin,
Was it not very natural; that fuch an arref thould have, at once,

put an end to the credit of the bank. No fuch thing however hap- . -

pened. The credit remained folid after this as before ; and no body
minded gold or filver any more than if the denomination in their

* paper had had no relation to thofe metals. Accordingly, many, who

had coin and confidence, brought it in, and were glad to get paper
for it. : Co : : '
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The coin being colleted in about a week’s time,” another drres de
Confeil, of the sth of March, was iflued, raifing the denomination
from 6o livres to 8o livres the marc. ‘Thus, I fuppofe, the coin
which the week before had been taken in at 6o l1v1es, was paid
away at 8o: ‘and the bank gained 33§ per cent. ipon this operation.
Did this hurt thie crédit of the bank paper? Not in the leadt.

So foon as the coin was paid away, which was not a long ope-
ration, for it was over in lefs than a weck; anothm Arret de Confeil,.
of the 11th of the fame month of March, came out, declaring that,
by the firft of April, the coin was to be again 1educed to 7o livreés
the marc, and on the firft of 1 \/Ia.y to 65 livres. Upon t this, the coin,
which had been paid away the week befom .came pouring into the
bank, for fear of the diminution which was to take place the firft
of April. In this period of about three weeks, the bank reccived
about 44 millions of livres; and thofe who bxought it in thought
they were well rid of it. .

It was during the months of February, Malch, and Apul 1720,
that the great operations of the {yftem were carried on.

We may fee by the chronological anecdotes in the 36th Ch:lptCl"

what prodigious fums of bank notes were coined, and iffued during
that time. It was during this period alfo, thata final conclufion was
put to the reimburfing all the public creditors with bank notes: in
gonfequence of which payment, the former fecurities granted to
them by the King, under the 'ulthonty of the pzulnment of Paris,
were withdrawn and annulled. .

Here then we have condugted this fcheme to the laft period.

There remained only oné ftep to be made to conclude the opera-
tion ; to wit, the fale of the actions, which the Regent had in his
cuflody to the number of 4o0,000.

Thefe were to be fold to the public, who were at tlns time in pof
feflion of bank notes to the vﬂuc of 2 235 083 590 livres.  Sce the

fore gomg table. .
" Fad the fale of the actions taken place, the notes would all have

mtumcd to the bank, and there have been deftroyed: by which-

4 - "’ operation,
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operation, .the company would have become debtor to the pubhc
for the dividends of all the aCtxous in their lnnds and 1o the King -

. for all thofe which mi ght h'wc remained in the lnnds of the Regent.

Thefe proportions we cannot bring to any C'llCul’lthl'l as it would
have depended entirely on the price of the a&tions during fo great
an operation ; and on the private conventions between the parties,
the Regent and the company.
-, Butalas! all this is a vain {peculation. _Thc f; ftem whmh hicherto
had flood its ground in fpite of the moft violent {hocks, was now to
tumble into ruin from a childifh whim.

_In order to fet this ftroke of political ar 1thmet1c in the moft ludi-
c-ous light poffible, I muft do it in Dutot’s own words, uttercd thh
a fore heart and in fober fadnefs.

He had faid before, that the. coin of France was equal to 1205 °

millions of hv1es at 6o livres the marc. This marc was now at 65
livres (in May 1720, as above) fo the mumerary value, as he calls ir,
(thatis the deuommatxon) of the coin was now rifen to 1 300 000 0003
Dbut the bank notes circulating in the month of M"Ly were carried
to 2 696 400 oco; then he adds,

« The 1300 millions of coin rwlmb were i France, were very far
« from 2696 millions of notes. In that cafe, the fum of notes was
« to ilic fum of coin, nearly as 2.5 areto 1; thatis to fay, that 207

« livres 8 fols 17 denier in notes, was only worth 1oo livres in coin;

« or otherwife, that a bank note of 100 livres, was only worth 48
« livres 4 fols s deniers in'coin, or thereabouts,” Would not any
mortal conclude from this, that the whole fum of 1302 fillions had
been in the bank, as the only fund for the payment of the paper?

This is a laboured equation, and from it we have a {pecimen of

- this gentleman’s method of c:llculntingrthe value of bank paper:

but let us hear him out. :
«"This prodigious quantity of money in cucuhtmn fays hie, had

« raifed the price of every thing exceflively: fo in order to bring ’

« down prices, it was judged more expedient to diminifh the deno-

,“ mination of thc bank notes, than ' to raife the denomination of

Mm 2 “ the
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¢:the’ coin'; becaufe that - diminifhed i the quantity of ‘money,.this -

« aqugmented it.” . . - . P
 This was the grand point put under deliberation, before the fa-
mous arret of the 21ft of May was given, viz. whether to raife the
value of the coin, wwhich did uat belong to the bank, but to the French
aation, to double the denomination it bore at that time, that is, to
130 livres the mare, by which means the 1300 millions would
have made 2600 millions, or to reduce the 2600 millions of bank
notes to one half, that is, to 1300 millions, the total denomination
of the coin. ..' o ! ) SRR
To fome people it would have appeared 'm'o’rc proper; to allow mat-
ters to ftand as they were, as long as they would ftand, at leaft until
the actions had been all fold off; butthis was not thought p1'6p¢1';
After 2 moft learned dclib.cx_:avtio'ﬁ,lit was concluded ‘to reducé’the
denomination of all the paper of France, bank ‘nofes as well as
ations, inftead of raifing the denomination of the coin; and this

becaufe prices were in proportion to the quantity of the denomina-

tions of money. )

The arret, wag no fooner publiﬂléd tl)ﬁul El}e whole pdpci"fab1~ié
fcll to nothing. The day-following, the 22d of May, a man might
have farved with a hundred millions of paper in his pbcket.f‘ i

This was a cataftrophe the like of which, I'.belieirc, ne‘ve!xjy‘h:(p—',
pened: it is fo ridiculous that it is a fubject fit only for a fa;’cé.';

Here Dutot’s lamentations and regrets are inimitable. e
In one place he fays, © Credit was to0 far ftretched to be folid. It
was therefore proper to facrifice one part, to give a folidity to the
¢ other. Even this was done; but the confequences did not cor-
refpond to the intention. Confidence, which is the foul of credit,

_cclipfed itfelf, and the lofs of the bank note, drew on the lofs of

the action.” S )

In another place he fays, @ Thisarre of the 21ft of May, whichac-

cording to fome bleffoit I’Equite”’ (a very mild exprefliont) deftroyed
all confidence in the public; Decaufe the King had diminifhed

) - “ one
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«‘one lialf of that paper money (the bank notes): which had been
« declared fixed.” . T
- Is it not a thoufand pities that confidence thould have difappearcd
upon fo {light a wound given to equity, only in'the opinion of
fome? For Dutot thought the operation perfectly ‘confiftent with the
principles of public credit. : : o :
He tells us, that a letter was writ to calm the minds of the
people, and to thew them how abfurd it was, to allow the paper to
be fixed, while the coin varied: but, fays he, “as there was a reve-

« pue attached to the action, the value of that paper did not depend

«_fo much upon the capital, as on the fum of the intereft.” Very

juft. But were the dividends to ftand at 200 livres, without f{uffering
the_leme diminution as the action? And how was confidence to
fubfift in a country, where the denominations of both the paper
and the coin wete at the difpofal of a minifter? ) :

The diminution upon the paper, by the arret of the 21ft of May,
raifed a moft terrible clamour; and Law became the exccration of
France, inftead of being confidered as its favioui. He was banithed,
and reduced to beggary the fame day. ' i

What profit could either the Regent, or Law, have reaped from the
fuccefs of fuch an operation? Had the coin been raifed to 130 livres
the marc, no hurt would probably havé enfued, and the fame effect
would have been produced. - ‘ : .

Had matters been left without any change at all, no bad confe-
quences would have followed: thefe exifted only in the heads of

the French theorifts. There was, indeed, twice as much money in

bank notes as in coin, in the whole kingdom of France: and what
then? N - S

When the Regent faw the-fatal effects of his arret of -the 21ft
of May, he rcvoked it on the 27th of the fame month. On the
29th, he raifed the coin to 82 livres 10 fols in the maic, and re-
cftablifhed all the paper at its former denomination: but, as Dutot

has faid, confidence was gone, and was. no more to be recalled.

Nothing

o
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Nothing furprifes me; but that {he lived fo long under fuch roygh'
management. . o

Dutot, in talking of this augmentation of the coin, on-the 29th.of
May, to 82 livres 10 fols, fays, “ This operation was confiftent with:
« the principles of public credit, and advantageous. ,They \yf)uld )
« have done better had they pufhed the augmentation €0 135 livres
« ¢he marc; which would have made the fpecie of France equal.
« to the fum of bank notes.” Thefe are his words, p. 165.

Ate not thefe very fenfible principles, coming froma man who _

Thas writ a book, which indeed few people can underftand, .in order
to prove the great hurt of tampering with the coin of France?

CHA P XXXIL
Gonclufion of the Miﬂ"ﬁppi Scheme.

HE Regent, perfuaded that the blunder of the 21ft of May was
abfolutely irreparable, fell to work next to clear accompts

with the company.

- He owed them 1620 millions capital, and 48 mil}ions a year of -

intereft upon it.

" On the othier hand, he had in his pofleffion no lefs than 4o00,0c0 -

aétions, which at 200 livres dividend, which .the company was

obliged to pay, amounted to 8o millions a year.
How the chcm’ and the company {ettled matters, I do not know

precifely.  This, however, is certain, thatby the arret of the 3d of

June 1720, the number of 400 000 actions, belonging to the Regent,
were burnt ; and 24 coo more which had been created by his parti-
cular order, the 4th of O&ober 1719, and never delivered to the

company, were {upprefled. . o
n

“return upon the old fyflem é_f ren

,-

On the othéi_: hand;’ the company ceded 25 millions a year, of the

48 millions which had been transferred to them. R
That fum was conftituted anew upon the town-houfc of Paris, as

a fund to be fubfcribed for by the' proprietors of bank notes, at

" " the rate of 2 pér cent. or as the French call it at the.4oth penny.

(Dutot, p- 168.) " In confequence of this," 530 millions of bank notes
were {ubfcribed for, and paid in, in the month of June 17zo0.

After the deftruction of the 400,000 actions, the credit of the bank
notes languithed until the roth of Oober 1720. '

 The obje for which they were created was now gone. The

whole {fcheme of transferring the King’s debts upon the company
vanithed in the conflagration of the actions. What was then to be
done? . - ; . . .

The bank was at an end: 2235 millions of difcredited bank notes
in circulation, and a fmall fum of coin to make them good, was a
fituation which no authority could long fupport. ) )

The refolution” then was taken to put a final conclufion to this
great affair 3 to bid a long farewel to credit and confidence’; and to
ts upon the town-houfe of Paris;

and of coming at money in the beft way-they could. - :
We fhall now fee how this was ‘accomplithed; and from that

form a pretty good gtiels at the extent of the fraud committed, with:

refped to the creditors of France; not fo much, I think, from any
intrinfic defect in the Miflifippi {fcheme, as from the diftrefs the na-
tion was thrown into, by the ignorance of thofe who over-ruled.
John Law in condit@ting it. o

We have feen how the actions were reduced to the number of
200,000 ; we muft now give an account of the deplorable fate of the-
bank notes. T ‘ '

By the arret of 1othof O&ober 1720, all bank notes were entirel)/

) fup_prcffcd y and it was declared, that after the 1ft of December fol-

lowing, they were to have no courfe whatfoever. »

Here follows the arrangement of this great affair, viz. the liqui-
dation of 2 696400 coo livres of bank notes as regulated by this arrer.
- 1m0, OF
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1o, OF the above, total of notes coined, there remained in: the
bank at that time, for - L =, - . 407327 460 livres.

2ds, Subfcribed for at 2% per cent. in June 1720 §30 000 000

3tio, Carried to the bank by private people as - e

a fund of credit there. = - - - 200000 000 -
40, Paid in coin by the bank - - 99 000 000
1 527 327 460

This fum of notcs was ordered to be bumt by the arret of : thd

1oth of O&aber.

The reinainder fill inl the hands of the public, fays the a rét, was
to the amount of 1 169 720 540 livres, and the King" decl:ues, tlmt
the holders of them might employ them as follows: ’

1o, In purchafing the remainder of the fubfcrlpnon of 25 rml~
lions of rents on the fown-houfe of Paris, at 2L
per cent. inde - - - - - - . 470000 000 livres,

2do, In purchafing a farther fum conftituted )
on the “town-houfe of Paris, of 8 mllhons of
pcrpuual annuities, at the rate of 2 per cent. or
at the soth penny - - N 400 000 000

: gtio, In purchafing a farther fum confhtuted .
on the town-houfe of Paris, of & millions of lifes, -
rent annuities, at 4 per cent, or at the 2 5th

penny G - - - m = " 100000000 -
Thefe fums amounted to” - =~ = - 970 000 000
Sum above - - - - - 1 527 327 460

Together - - - - - - 2 497 327 460
There ftill remained outﬂandmg ﬂ)out 200 1mlhons of bank
notes.
Thefe were mdcled to bc dxfpofcd of in feveral different ways,
mentioned in the arret of the roth of Ofober; which it “would be
needlefs to mention, as it would require a long explanation to make
the thing underflood : let it fuffice that there was an outlet pxowded
- fog thcm, which-brought in ‘between 2 and 3 per cént. Tl
hus
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: Thus we feé the conclufion of the whole affair.: :
At the beginning, the King's debts ftood at 2000 millions capital ’
_and 8o millions intereft very ill paid.
At the end of the fcheme there-had been comcd of notes

about - - - - - - - - - 2696 millions.
Of which in the bank, O&ober 10, 1720 707 mil.
And paid in coin - - - - 90
* Yhis fubﬁmé‘ted - =-‘»- - " 797 millions.

There remained outftanding in bank iotes ¥ . 1899 millions.

Add to this 100 ‘millions ftill due by the King
to the company for the billets d'ctat withdrawn in
conftituting the firt 200,000- actions which #ill fub-

fifted; and for which the company was to receive

‘s percents - - - - - - - 100 millions.
"So the capital of the King’s debts remained at - 1999 millions.
Balance gained by the whole operation - .1 million.

" Confequently there was little or no fraud as to the —
capital - - - - - - - . 2000 millions.
Let us next examine the ﬁate of mtercﬁ
The intereft at the laft was," .
1o, Of rents conftituted in June 1720, on the town—houfe at

L per cent. or at the 4cth penny - - - 5 millions.

zda, Ditto of the icth of October 1720, at per cent. .
or at the soth penny - - - - - 8 millions.
Carry over 33 millions.

* There are, however, in France at this day, many perfons who are ftillin poﬁ‘cmo'd
_ of large fams of thofe notes. This makes fome. people believe, that all the paper was
called down without any equivalem given, The reafon of thofe not s remaining, is,
-that either the proprietors neglected the occafion offered by the arret of the 10th of
Oc&ober, or that they were in hopes that perhaps the bank might again recover its cre-
dit. They were miftaken, and the notes are loft.
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R Bmughr over:itt. 33 millions.
3tio, Ditto at ditto upon hves at 4 pen: cenf. or at the RERES
..5th penny - - - htaplinwens Lo el 4m11hons.

‘410, Due to tlie compamy upon the original ﬁock of ;

1oo millions flill paid them at this day at s per cent. - 5 millions.
sto, For the 200 millions of credit at the bank, fup- "+ 70
polc at the rate of 3 per cent. e e - 6 miltlions.

Gto, For the laft 2comillions provided for in dxﬂ'cwnt e
ways, fuppole at 2.2 per cent. - - - - s millions.
720, Allowed to the compdny to indemnify them for o - ¥’

the lofs they fuftained by thefe arbitr ary -ways ‘of - .,

reckoning with Lhem 8o mllhons at 5 per cent. Pclll o

paid them - R T 4m1lhons.
o 57, rmlhons.
The intereft at firft was - - 80 millions -

The intereft at laft was ;- * = "ig7 milliohs: -

Defrauded by the fcheme - R 33 millionis a ye’u‘.
. This is (as neai as I can guefs at it) the flate of the French b1nL.—
.ruptcy in 1720.

The creditors were robbed of 23 millions a year: .T Call it 10511511
becaufe the intereft due to them was diminifhed by that fum, wn:h-
-out their ‘confent, and in confequence of the moft:arbitrary pro-
cecdmgs, whereas, had the fyftemr been conducted with ability,
the whole of the debts would have been brought to an intereft of
.48 millions, inflead of 57, and na body would have complained of
injuflice. ' . :

Money likewife might have been_brought to = per cens. The
1600 millions borrowed of the:company at 3 per cent, would then
 have'been reduced to two; which would have brought the 48 mil-
Yions of intereft, upen the whole, to 32 millions: and France, fronx
being reduced to beggary by the King’s wars, would have become
the moft ﬂouuﬂlmg ftate in Europe. : 4

Let
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¢ Let-us next guefs at what may reafonably be fuppofed to have
been the largeft fum of coin ever colleted in this bank.

~1imagine that the far greater part of all the coin fuppofed to be
in France during the Miflifippi {cheme, remained in private hands,
w;thout ever commg into the bank. My 1cafon for bcmg of this
Oplnlon IS - N I \

Law never could have had more than thc V"zlue of his ougm'll
ﬂock, and all the value of notes he had in circulation.

It is abfard to 1m'1g1ne he ever fhould h'we had thc half, or.near
it; butletmefuppofe ity R P

The bank ftock was . «; =-; (= -0 =7 i .
: The notes he dfued weré < {=,- - -, -

;6 mil}ions.;
59 millions.

65 nﬁllic‘sx"is.

“In all .
" This is- a. tuﬂc comp'lred \vnh n.oo m1lhons

" Next for the umted ‘bank. The tll’l‘lC at which the gréatéft quan-
tity of coin wis “collefed, muft haveé been when all c1ed1t failed,”
that is, on the 21ft of May 1720. :

At that time coin was taken out of commerce:
forbid to have above 500 livres in pofleflion; and every opemtlon
had been ufed to call it in.

At this time, we know that all ‘the notes coined were 1ﬂ"ued ox-
cept to the value of 461 ‘316 410 livres:” B

Now we have feen that on the ICth of O&ober followmrr there
were i theé Bank 6 e valus of 767 3"7 460 livies.

Let me, therefore, fuppofe that from the 211t of May to thc roth
of O&ober thd Bank paid a\iny inf céin; tiic differénce between thefe
two furils; 0 wit, - - - - G- . 346611 o5o livres.

Add £6 thide furh wlmt \ms then in the b'mk ViZi - §5°060 oo’

- Sum . - o= - ,-” 36011050
Tlns fum is all we poﬂibly can fuppofc to h'we been in 1he bank
on the 21ft of May, when credit fajled.
We tiuft reckon chis fum of ‘Coifat 83 hvxes 16 {ols pér marc,
the then value; which makes about 8 146 Goo /. flerling. A large
Nn2

‘.
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fum{ino doubts but little more than:y 6f ZJo.millions’ fterling, the
valtie of 1200 millions of livres,. at.6o to the' marc, as has been faid:’
Confequently, either thofe 40 millions: fterling avere not then in
Yrance, or the greateft part of the:fum had {remained in.private:
hands during this whole operation. & il iy i s nl

In this light I fee the Miflifippi fcheme. I may, no doubt, be-
miftaken in’ many things: *the lights, or Tather the - glimmerings,.
by which I have ibéen conducted through this inquiry, muft plead:
my excufe. i GUEIGLS . . i A o

tiuen WA

But it is not fo much fads as principles, Thave been inveftigating: .

through this whole difquifition ; and the imperfect account I' have:
been abte to give of the former, will at lealt point out, I'hope; the:
notions which the Fren__ch nation; at that time, had of the latter. - If:
the contraft between French principlcs: and"th'é;lfél have laid down);

tend to caft any light upon the’ fubjedt of paper credit in gencral,

my end is accomplithed: if théy ever prove of ufe to mankind, T
{hall not think my labour loft, , o el s -

~ CHAP XXXIL

o W’/J_y Credis fell; and b,ogw;é migbt_; have: 6&&;2]24}150}‘%;; 2

SHLALL now make’ a few. general obfervations upon the total:
and;fudden fall'of érle\dit:in,Fr;uicc in May 1720: and I fhall;
fuggeft the-means by which, L think, it might have been fuftained,’
even. after all the préceeding mifmanagement., R
‘Was it any wonder that the French fhould: be- aftonifhed:at this;
prodigious revolution, at this irfly'nx‘ij[er:lfe»valﬁe_ of paper on the 21ft:
of May, and at. the tatal difcredit of. every bit of it the day fol
Towing oL e T
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- 1f theré was o value,:faid they;! what is become of v 7 fithere
pever was any value,-how could- a nation be fo,deccived? This’
phznomenon las puzzled many a head; but the naturc and prin-
ciples.of credit furnifh an cafy folution of it. ../ T

n deducing the principles of credit, we have fhewn that g per=
manent and well fecured fund of inicreft is alwars cqual in valuc'to -a
refponding capital. " i R L TR

'The difference :between a permancnt and well fecured fund;. and a
precarions.and il fecured fund, confiftsin this, that the firlt never can.
difappear, and the other may. ey oo ot on R RN

cor--

‘

=Now the fund, in this cafe, was at firft real and did exift; but it
was rendred : precarious, by a blundering adminiftration : - .then:

~ credit failed, and: in;that convulfion, the fund of intercft was frau--

dulently diminifhed by an at of power.. -

-Had the true principles of credit been underftood in Framuce, the
pank notes and actions might have been fupported, even after. the-

arvet of the 21ft of May:" and all the monftrous value -of paper,.

raifed fo. high by the low rate of intereft, might have bcen pre--
ferved: confequently that value, in capital, really exifled relatively to.
the rate of intereft, 7«7 TR s et e e
As the object of the prefent difquifition into tlie principles upon:
which the Miffifippi fcheme was conducted, is only intended:as an:
illuftration of the principles.of credit in general ;. Lihall firft account:

for the wonderful phznomenon abovc;-m_egtioned, and then thew-

Low, in the greatelt of all the French diftrels, their credit might
have been re-cftablifhed in a more folid manner: than ever:.

;As to-the wonderful phenomenon of théprci(_ligioué_ wealth created:
by the fyftem, and anni_hilated. Vin:bnq dﬁiy} ;“a(nfwér,'that there-

liad been no creation of wealth at all, except in confequence of the:
fall of intereft. o

_1mo, We have feen that at the ‘deatli-of ‘the late King' of France;,
‘the intereft of his debts amounted to 8o millions. Was not this &

fund. whick ought to have. been. made folid and_permanent - Will

any-

T S e
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any man fay, thatn regular plan- of paying: this - mteleﬂ; was a
means of creating new wealth? Ceuamly not. - ..

2do, Thefe debts were fecured by, contradts. af co;ﬂmmon of nnmml
rents upon the town-houfe of . Paris:  a fecurity. taken in the name

cof a pzuucuhr creditor; which "requires: a - form of» la'w to

transfer. : : : R

By the {cheme we - have been e\plaunng, all thefc fecuunes were
clnnged and inftead of conflitutions of rent,- bank notes, in \vhlch
the King was equally debtor, were given. : St

Will any man fay, that this was the means of cither 1ncreaﬁr1g or
diminifhing the wealth of France?. Cer tainly not.” A man who has
a good bond in" his pocker is as rich before it-is paid with bank-
notes as after: but he has not fo much money in lns hatids ; be-
caufe the bond is not money, -and the notes are. ’ S

'

3tio; We have faid- that the intereft of the ng s debts amoumcd

"to 8o millions a year, at 41m cent:

- We have feen how the company of the In(hes were p10v1dcd \vnh
a fund equal to this fum, arifing from the '48 millions which the
King piid for the loan of the paper with which the debts were to
be paid, and from many other lucrative branches of revenue 5
which inftead of .being burthenfome to the King, were,-on- the
contrary,. a means of auginenting his incomé, by the advaneced
rent the compauy gave for the different farms wlnch pxoduced
them. D . o

- Had the pubhc c1cd1t01s, Lhe1 ef01e, vcﬁed their chnns in 'u.'hons,
they would; in confequence of that operation, hive become tharers’
in the fund of 8o millions a year, adminiftred by themfelves, - (and
they would then have been the company) open to be 1mprovcd by
trade abroad, and by a good adminiftration at home. -

Had this {yltem been carried on in a plain eafy way, conﬁﬁemly
with common fenfe, the public ereditors would hive beent paid ;
the King's revenue augmented ; and it would have been put under
a good and a cheap adminiftration.

: . ’ But
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‘But when, by the abfird operations of changmg thc “denomina-
tions of coin and paper,-and wantonly playing with evéry man’s
Pl’OpClty, the creditors faw them{elyes ftanding on the brink of a
precipice ; ’md finding, inftead of ia good ~contract on the town-
houfe of Paris;:a bank note put into their hands, which nnght be

-diminifhed in its valuc by one half every month, while at the fane
_Umc the coin might be raifed to double, it was very natural to fup-

pofc, that the intention of the King’s minifters was -to withdraw
from them totally thefe 8o millions, lefs or more, to which they
were entitled : “in which cafe, there was an annihilation”indeed of
all the notes ; but there was no annihilation of wealth:* for in that
cafe, the wealth was ftill the fame, only it was transferred from
the credxtoxs to the ng thc debtm : that is, the creditors were
defrauded. - ' :
On the otherhand, ftood the proprictors of the acions fold. Thele
were in ufe to make a traffic of buying and felling the 200,000 ac-

tions which had been in their hands ever fince September 1717,

when they were firlt created.* For we have thewn, that-the pofterior
creation of aions by the united company, was a mere délufion,
as they were all found in the cuflody of the Regent. The actions,
1 fay, were immediately put into a flate of flagnation ; -becatife of
the difcredit caft- upon the bank notes, with which it had been ufual
to buy them.- : : ' o

4o, T muft obferve, that the ﬁagn"mon of a paper wluch carries
no intereft, is equal to a temporary annihilation. -The holder then
is deprived of the ufec of lns moncey ; and hei 15\ not paid for the lofs
he fuftains. e )

If, thercfore, it had bccn pofiible to have given a new 'lalvuv to
this bank paper, withour allowing it .to die away, as it weLc, in
this temporary fit of fainting, credit would‘have revived: all ac-
compts would have been kept clear, for this'is the ufe of paper
money, and fo {hort a fhock would hardly have been felt.

But the great damage refulting to the public, upon every occa-
fion of this kind, proceeds from the delay in applying the proper

N remedy.
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remedy. When any papér is difcredited, it immediately falls in'its

value. - The perfon then who-is the original and real creditor for
the whole value, and in whofe hands the paper is when it fuffers .

“the diferedit, fells at difcount: - this is an irretrievable lofs to him ;

and when the paper recovers its creditagain, either in part, oron the
whole, the profit then belongs to the perfon who had boughtit. at
difcount, and does not go to indemnify the real fufferer.

This was the cafe with refpec to the notes of the French bank:
they were allowed.to languifh from the 21ft of May that they were
diferedited, until the 1oth of O&oeber, when their faté was decided,
as has been faid. . . ) S s

Farther, we have feen, that this whole movement of credit had
for its bafis 8o millions a year, originally paid tothe creditors for
their intereft.  This fum anfwered to the capital of 2000 millions 3
becaufe at the old King's death, intereft was fixed at 4 per cenf.

When, by the operations of the fyftem, all this capital was turned
into money, that is, bank notes, the regorging plenty of it made
intereft fall to 2 per cent. confequently, the capital, which conftantly
draws. its valuc from the intereft paid'for it, rofe to 4o00 millions.
We have faid that the total value of the paper rofe to 6ooo millions 3
put we mutt reflect, that above 2000 millions of thefe 6000 millions.
was in bank notes, and'émploycd in buying of actions. S0 that
both the notes and the actions muft not be reckoned as exifting
together. - . : . - o

Had the Regent fold the actions, he would have burnt 2000 mil-
lions of bank notes, and thus the value in . paper wouid have: re-
mained at qooo millions, fo long as intereft remained at 2 per

cent.s and had intereft fallen ftill lower, and dividends remained at

2o livres per action, the value of ations, and confequently of this
capital of 4000 millions, would have rifen in proportion, juft as the
value of the capital of the debrs of Great Britain rifes and falls ac-

cording to the rate of money ; although the fame fum of intereft

be paid to the creditors at all times. Co g

. This
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,.:'Ilhis_;;augg"gg;}gat_idn,ither,cfore,.ﬂupbh the value ofall capitals,

GHARY

during the Miffifippi, of lands ag:well ag adtions, was in confequence
of the £all of intereft,” and from no other artifice swhafever. .. Lands
in France, atthat time," fold at 8o and roo years purchafe. :[Dutog

Vol I p. 209« - Sl

- 'When. credit failed, and when all the circulating paper was

_thrown into a flate of ftagnation, intereft rofe; in propoition to the

deficiency of the fupply for the demands of borrowers: | The value
of capitals then diminifhed.”  But this might -have happened from
another caufe, had there been no bankruptcy, or intention to de-

_fraud the creditors: a war might have produced it;; or dhy circums-

flance which might have raifed the rate of intereft... ~ ..

-y 'The rife, therefore, upon capitals, fromthé fall of intereft, I con-
{ider lere as no acquifition of wealth: I reckon wealth fo be that
avhich is the annual produce of the capitals:- ¥ 10 i
... So much for the refolution of this wonderful phenoémenon: i

1 muft now fhew that in the height of the diftrefs, the confidence
< of the public-was ftill to be ‘regained; and credit recovered, even

after the fatal drre of the 21ft of May f720. " v i oA
- Ilay it down as & pr'incfiplei‘tbat'wb’oewzf bas a Jufficient: fund, and
pajs iuterefi regularly for thé money be ‘s, #ins no Fifk of lofing Lis credit.
.1So'foon, therefore, as the Regent found that by his drret of the
21ft of May, all credit had difappeared ; had -he, upon the 27th of
the fame month, or atthe time heé raifed the coin to 82 livres 10 fols
per marc, ordered all bank notes prefénted to theé Abagak, cither to
be paid in coin, or marked in the books of .the bink ds bearing
intereft at 2 per cent. I fay,- credit, would not have fuffered in any

.comparifon to-what it did.* No body then would have fold a note at

difcount ; and had it been neceffary, he might have ordered the in

tereft to be paid monthly.

. The authority I have for this jopinibp is Dutot; - who fays, that

upon opening the fubfcription of 25 millions in the month of June,

- .the notes fell in their value 11yper cent only.. . .. .0+

VoL IL” 0o . o Now
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Now the rate of. this fubfcription was at 2% per.cent. as we have
feen ; confequently, if roo livres of notes loft but 115 per cent. they
were worth 882 livres in coin; but thefe oo livres in notes. were
worth 21 per cent. becaufe the fubfeription was ‘open: at’ that rate:
confequently 882 livres in coin was alfo wor th 2 livres 10 fols per

anmum : -confequently intereft,-at that time, was at-2.82 5 per cent.

that is, below 3 per cent. even after the bankruptcy.
Where then-was the great harm ? - Where was the ocmﬁon to- fly
1mmedntely to the deftruction of actions, which wele in the Re:
gent’s own hand? A little pauence, and wood m'marrcmcnt, Would
have fet all to rights.:te - .; o0 ‘ s o
~Iwould, thelefme, have left the notcs in cucuIa.txon under thls
-rcgulatlon, viz. that fuch as fhould be prefented to the.bank {hould
have had a transfer of 2 per cent. paid quarterly ; ‘or.a'value, in
adtions, at 10,000 livres poraction’; -which is.the capital anfwering
a dividend of 200 livres at 2 per cent. at the option of the holder: and
in cafe intereft had come to fall fill lowem, the puce of '1&1ons
mlght have been augmented. - fo. i
- Twould have fet before the pubhc a full. and emé’c '1ccount of the
companys funds. 1'would have bZlﬂlﬂ]Cd all myftery from the
affairs of credit. I would have reglﬁred a decl'uatxon in parha-
ment, fetting forth, ;. =% . et
1mo, That all future changes exthel upon the denommauons of
paper or com were contrary to the maxims of good' government.
2ds, That 2l ftipulations between the Km ga "md his c1edxtozs were
to be inviolable: And, : :
atio, That the parliament of Paris fhould for ever remain mveRed
with an exclufive right to watch over thofe regulations in time to
come; and I would have bound the parliament by a {pecial oath
for that purpofe. I'would cven have had-the King to take the fame
oath “and he might have ratified it at his coronation in 17250

2 By thefe fteps I thould, have vefted a new power in the ngs of

France which they never had before: “a power of having money
fxom their fubJe&s, from theu alhes, and from their enem1es. a

h : - - . . power
: 6 . . . .
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power they have not;. n01 eve1 \vﬂl lnve, until the’ principles ! ot ‘

credit be bétter underftood among them.
-Had fuch a plan been followed, I have not the leaﬁ doubt, buc
that, 1. The actions would have been fold at a very great advanced

value above the ftandard: of so00 livres, at which the Regent had-.

bo ught them 2. That mqney w yuld h:Lve come back to 2 ])e) cent.
‘and then, 3. Had binks bcen eﬂ:abhﬂled supon-a proper pl:m, C’lf(,,
with induftry, ‘would long ere’ now have appealed i evely corner
of that kingdom. .7 o

'How infinitely more eafy would it ha.ve been to eftablifh fuch a
plan in"r720 than at prefent? ' At that time the moft difficult pait of
the whole was executed. - The creditors had taken notes for their
claims: -the creditthen was- gxyen. .‘'There was nothmg‘to be done
but to fupport it -The creditors were then at'the: mercy. of -the
fiate: - av prefent the flate' is at- the- mercy of the' creditors.” Were
fuch operations on coin to take placeat -prefent, as were then fami-
liar; “were the King at:-prefent to attempt to turn the conftitutions

of rent, perpetual and life-annuiries, into any other form . than -
what they have, the credit of France would be undone for a long

time;:and who knows what views of :ambition a fituation fo_de-
plomble might not.flir up-in-certain courts of Eurepe:;

. What ftate ‘'would pay. its “debis, - if it durft do otheuwfe? And
what fate can diminifh its.debts in any other _\xﬂﬁt}lan, by lower-
ing the intereft upon them?;But of this more in the proper place,
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'zgzben tbe fﬂme aréxtrm:y Meq/itre: tqéen, 'wztb regard 2o tﬁe C' 7
/gad pradm‘ed %o _/z}c/) Eﬂ'e&' ‘

R

HIS que{hon is cunous, ami I fha.ll endeavom to: folve itin |

the beft way I can,; before I ‘concludé this* fubjedt. ! + iv

" The firft thing to be done is to point-out. the nnmedmte eﬁ'céts .
which refultéd-upon dmnmfhmg the denomination of the paper;
becaufe the deftruétion- of the credit. of France was not the imme-

diate confequence of this arret ; but'the ultimate effedt of a chain'~
of: confequcnces Wthh followed- mdeed very quxcL upon one an~
other, »uis = bt R T
-+ Fhe paper had been declared agamﬁ the opmxon of M1 La.w by
‘anrdrret de Confeil of the 22d-of April 1719, uné monnoie fxa, as:has
‘been faid: Confequemly, any diminution of its denomination was
a plam infra@ion of the’ -public faith. From this declaration in the

nrret of the 22d of Aprll 1719, the public reaped one notable advan- -.

tage, which was;’ that in borrowing- and lending paper, every one

was {fure that the obligations contra&ted could be diffolved by re- :

floring the very fame fpecies of property which had been received ;
-but by diminifhing the denomination of it, by the arrer of the 21t
of May 1720, all {fuch aswere debtors, became obliged to difchar ge
‘their debts at' the expence of double the fum of paper borrowed.
The immediate confequence, therefore, of touching the denomi-
nation of the paper, was, to fhew: the public that their fortunes in
}npcr were liable to the fame inconv eniences as fortunes in fpecie;
that is, -that.they might be increafed or diminifhed at plc1fme
Upon this it was very natural for every one to endeavour to reahze
' s _ . S lus

; ST
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hxs paper, and putit into coin: ﬁnce, wn ;mu cqﬁ;, it was better to
have it in that which had fome mtrmﬁc value, than in that which

had none at-all. Ve
. Of all'the French paper, | the notes were- the moft eaﬁly 1eahzcd 3

: becaufe there was contamed in, them a .direct obligation- upon: the

bank to pay them in com "The adions again ; were’morc (hfﬁcnlt
to be converted becaufe in order to realize them, it was neceﬂ"ary

1o find: peoplc who were wxlhng to glvc e;ther notes or. coin :foi’
" them.- e 8

A'run upon the:bank; therefore, takmg pl'lce, upon thc arret of :
thie z1ft 6F May, it was obliged to ftop payment: : this occafioned a.-

. general alarm, and ‘defiroyed - the confidence which the public had had in :

the flate; which is what we mean by public credit.’ .

*This pomt explamed it remdins to fhew why the augmentations
and dxmmquns upon the fpccm ﬂlould not ‘have 1umcd the cu:dxt :
of the paper: : e ot
“1mo, The operations upon the: fpecxe affe&ed the paper only in- -
duc&ly ;-but the diminution upon the paper affected it direétly. -

“The operations-upon the fpecie onlyaffected that part of the paper -
which'was made to circulate as an equivalent for the {pecie; orin -
other words, that ‘part which pcople realized, exther, 1. with an

. intention'to withdraw their funds altogether out of 'the {fcheme;

or 2. to profit of the operations upon the fpecie ; orin the laft plau:, ’
to procure {mall fums of money for comnion expences.
- Now as to the firft, the number of thofe who.wifhed to withdraw
" thcir ftocks were inconfiderable, in proportion to the ftock-jobbers ;
and therefore their intereft could not affect the gcncxal credit; and
the laft was-inconfiderable in every refpect. - - :
- As to the fecond, the: government made it very d]ﬁ‘l"cult for the
“proprietors 6f notes:to profit of the operations upon the coin. “When
it was.to be diminifhed, the diminutions were advertifed fome fime.-
before’ thcy took place, and the diminution went on always by de-
grees.” “Thus people who-had 'paper, with which they ¢ eould wade

in bu.ymg actions," conﬂ;'mtly rifing in their value, by ‘the intrigues
. of
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of the ftate,’ “whei' at the ﬁme time the denomxmnons of the com !

were c111n1n1ﬂ1111g, did not carry then note., to the bank for two
reafons. ' et
3 'The firft, that the paper really g'uned by evely dlmmutxon up -
the denomination of the fpecie, in an exadt PlOPOrthn to' thé dimi-
nution. " A livre in a bank note, while the fpccm was. dmnm(hmg
by intervals from 8o livres the mafc to 65 the marc, .gained regu-—
1arly in the hands of the poﬂ'cﬂ'or, wheleas Tad he realized at any
- period but the laft, the fubfcqlmnt diminutions upon the fpecxe hc
*had acquired with his" paper would have affeééd the value of it
~“The fecond +vas, that by rca.hzmg he depuvcd lnmfelf of the
profit of frock-jobbing.’ !
The only way, therefore, for he p10p1 1etors of the paper t0 gain
by the operations of the Rate up n the com, Was to guefs the nrnC
whien the coin was to be raiféd in” its value: but this ‘was 1mpof~
fible’;* for the rifing was fudden and unexpeé‘ted whereas notice

- was vonflantly given of the fall,; at fome diftance of time.

Tor example thie oney was fuddenly raifed the sth of Marcly
17~o, f101n 6o hvms to-8o hvrcs the marc; and the 11th of the fame

" month; notice was given, that on the 1ft of Apul followmg, it
™ was to be brought down again to 76 livres per-marc; and on. the

firft of May following, to 65 livres. The' confequence of this was,
that from the 11th of March, peoplc were glad to carry money to,
the bank for notes, which were to ftand ar the fam¢é denommmnon,
avhercas the filver was to-diminifth on the 1ft of April..
~Accordingly a great fum above 44 mxlhons, was brought in
duung this interval. -, . : ‘ -,
When [hC it of April came, and that the filver was bxought to
7o livres the marc, thofe who were in poH’cﬂion of the paper, were
{till pfevented from realizings becaufe of the future dnnmuuon '
which was to take place. When this term was come, pcoplc had
reafon to imagine - that the filver \vould_for fome time ftand at’'65 -
Jivres the marc; 'confécj{ucntly, there was more to be ‘gained. in

Atock Jobbmg with the notes,” than in realizing them in fpecic,

R . which,
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wluch m mder to mmkc pmﬁt of it, mu{t ha.ve lam dead unul anew
'rmgmcmauon, wlnch was a very uncertain event .In ﬂlolt, thc1e
" was no run, upon the b;mk from the.1ft to the 21ft of the month
of May, when the famous arret. in queftion was given. Then in-
deed.the run cmme on with vxol(_nce, and payment was ftopt. C

. da, The fecond 1cafon ~why the effetts were dxffexent when_the
ﬁ te clﬁnged tlre denommauon of the coin, ﬁom what they’ pxoved,
to be whcn ‘the denomm:mon of the paper was ch:mged I tsze to-

‘That in I‘mncc the operanons upon thc coin had been famllmr 5
;md wer e‘{De&ed by every body: .and, perhaps, the very makmg
the paper a monnoic fixe, had for this reafon added to the credi of it.

" A moft fur] puzmg thing! The ftate took care always to gain, whe-
thef jthey ; raifed, or whether they dmnmﬂled the value of the coin.
The flock- Jobbels thexefoxc, ncver ' minded the cein at all. If thcy
could profit by an 1ugmentanon by forefeeing it, they realized ; if
they could fee a chmmutlon before notice was gwen of i, then they
boughc paper; . ... - ‘

_ The opcr'mons on the coin prmcxp'\lly aﬂ'c&cd fuch as werc .
* either 1efpe€txvc1y debtors or cmdltors, to peoplc who WCIC obliged
to pay, or to receive their debts in fpecie; -or who had a ﬁxed reve-:
nue fpecified in 2 number of livres. There the diforder was grcat,
as has been frequently obferved .

“stia, The operations upon’ the fpec1c nevc1 Could dcﬂroy the m—»
trinfic value of it, however they mlght PlCVCllt ‘the circulation of .
it f01 a fixed lcgnl denommanon 5 therefoxe it xcmamcd under all
Lombm'mons of circumftances, a thmg v’duable o, be acquued,
and it il 1emamcd a conmlodny d . nnd was thele-
tme conﬂantly demandcd )

“But a difcredit caft upon “the paper had a dlﬂ'crcnt eﬂ'eé’t Thc ]
value there depended ‘entirely upon the w111 of thc ftate, and- cveLy
body faw that it was as eafy to 'mmlulatc 1it, as to reduce it to one:
half.” Thc dxﬁ_rcdst, thexefoxe, ‘had the cﬂ"cét of ﬁoppmg the ticmmul::

Jor-




for it, that is, the currency.; conTequently, i run upon the bmk )

nnme(hately took place. .
_4to, “The rendring the.vilue of the paper precarlous, made every
poﬂ‘cﬁ'or of it feek to realize it-without delay.” The proprietors of

~the bank notes ran to.the ‘bank;.and a run’ _upon. the bank, at a

time when it-could-offer-payment. for the notes in no other value
shan actions, was a declaration of ‘bankruptcy. Now it-was the
run upon ‘the ‘bank; .it was this claim which thie fubjects had a
right.to- make upon. the bank, for- which -the King was guarzmtee,
which deﬁroyed the credit of France ; and it is very evident that no
operation upon the fpecie could pofﬁbly pxoduce any fuch- effect *
-In fhort, had this operation upon the paper been fufpended { for a
ffew months; had:the: pe0ple of Fraiice been indulged in aliftle more
+¥ime, their infatuation in favour of the actions ‘world have carried
them to employ all their bank notes in, the purchafe ‘of thofe which
_remained in thé hands of the ftate. By this operation t the far gieater
pare of ;the notes might have been withdrawn'and deftroyed, and
when the bank found themfelves in a fituation to anfwer the call of

all thofe which afterwards remained in circulation, . then the ftate -

might have boldly ventured to diminifh the price of :adions: be-
«caufe if that ftop had occafioned a run upon the bank for the outs
ﬁandm g notes, there would have been coin‘enough to anfwer them

_at thCll‘ full value ; and this would have conﬁrmed the eredlt of the

bank more than 'any thing. -

‘_ *Ic was a cap\tal mlﬁake in this diminution upon the paper to make it gradual
Was it not evident thac every munal would feek to realxze a note which was to dimi-

‘nifh in its value prourefﬁvely every. month? | A riote worth 10,000 ]lvres, for example,

‘the 22d of May, was immediately reduced to 8000 livres, and the 1ft of July, was to
be worth only 7500. : This.was plainly follxcmnu arun upon the bank. The firoke
fhould have been ftruck at once. ;
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CCH AP XXXV C
How a Baﬂé mz_zy “be Joy f fel q/?a&l ifbed in Fr rance, as Mafz‘zrs /iami
L Aa.t _przﬁm‘ .

THE px elogatwe of the Kings of Fr 'mce is lmnted by no written
‘law becaufe he is acknowledged to be the legxﬂamre of his

) kmgdom ‘and the exercife of- his power is only limited by maxims
The ﬁrﬁ of which is, that he is to govern accmdmg to h1s
anvd not accmdmg to his ambulatory willo s e
Now,'m makmg of laws, the palhament havea fort of negative,
de fadlo ;. becaufe the whole 1egu1ar and legal e\cccutxon of every law
is commmed to them .and if they refufe to regifter it, they refufe
to execute it :md a law Wlthout executzan is; in fa&, no law at all..

When the ng s will ‘can be calned into e‘{ecutxon by a fingle
'Lé’c of power, ‘the authonty of pmhament is of 'no’effect in prevent-
ing | 1t. ) When ‘this requires a train of fyftematical adminiftrations,
‘the ‘coricurrence ‘of parhament, who hold the whole regular exe-
cutlon of the laws, is abfolutely neceflary. - i
Banks of depoﬁt and of ‘circulation,” “ftand,- it muft be confcﬁéd,
upon a very precal ious footmg, under fuch a government.” * 7"

An order from.the King is at a 'my time fufficient to command any
depofit of fpecxe which can be inade w1t111n the kmgdom "While
1 this is the cafe, no paper can have 1 '1ny fohdxty, wlnch dmws its

Ia fecurity from fuch depofit. ’ JR :

. Coin, therefore, muft be banithed from all banks in Dance :md ’
thc ufe of them fhould be entirely 11mlted to tlnt of an oflice, for
i - the keeping of- reckonings bctween peoplc who have folid pro-
perty, and who may want, on a thoufand occafions, to melt it
down in favom of confumption, tmdc, indutftry, agrlculture, or
the like.
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_ able city, there fhould be an office for tranfadting fuc its, and
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In this light, a general bank may be eftablifhed at Paris; and
branched out over the whole kingdom. The ftock of it {hould con-
fift in land property, engaged unp.licnahly,',to make good the cn-
gagements of the bank. o ) o
% Notes {hould ‘e iftued uporn: folid feutity, bearing no intereft
while they circulate as money ;:;_mdv‘\'vheli they vrcm_r'n upon the
bank, either the original fecuriti¢s may be withdrawn, or payments
might be'made by the transferof a correfpondinig pg;‘pptugl intereft,

Every provinee, _every confiderable city in ,_tl}c;‘ki}}gdpmi,'{honld

be allowed to be interefted in fuch a’'bank: and in every onfider-

t ~ B 2 ?
for regularly receiving all payments of intereft. 1f the King fhould
think-fit to allow his ‘mint to; fupply coin, or. bullion, for, bank

notes prefented; ata detcrminate premium,: he might by; this ope-
ration advance the commercial interefts of his kingdom, -in, facili-

tating the payments of a virong balance of foreign commerce: but

without that regulation, the bank will be -perfectly fufficient for

‘promoting and fupporting do‘mgﬁ_i:q' circulation, ., Ev.ely one who is
“'able to-give fecurity for a. certain -intereft, will be fure to find. mo-

ney: and as the expence of ,condu&ing’ fuc}i a bank will be very
{mall, the intereft for money will be vcry‘low. PN K
- AsTfaid before, a-bank of this kind would be no more‘ 'tha'n"aﬁ
office; appointed for keeping accounts bet\veen'pcéple who are pof-
feffed of any paper fecured upon real and folid property : .and far-
'tl‘xe‘i',‘ ‘in'th‘g beginning, atleaft, I would Tiot 'advi'fe to carty it.
The general accompt of tlie bank would appear in a few articles,

viz. Credits given, fo.much; “snde of interelt to. be received, fos .

much: Lo ST
Notés returned, fo: much ;. inde of intereft to be paid, fo much ;
balance in favour of the bank, fo-much. T

A bank of this nature would anfwer every purpofe for promoting:
induftry.and domeftic. circulation., S RO

Such a-bank mult neither iffue, or ever receive coitt in payment.

L e e i T e e e TS 2
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GCH AP XXXVL'

' Of Banks of de}a_:/z"z;‘ {{156,{ transfer. '

¥ NOW difmifs the fubje& of banks of cir(.:ulat;ion.'Th:é unfpeak-

& able advantages drawn from this inftitution, when properly

regulated, in fupplying morney atall times to thofe who have pro-
perty, for'the encouragement of induftry, and for improvements
of all forts, and the bad confequences which refult to fociety, from
the abufe they are expofed to, has engaged me, pcﬂlaps, in too
long a difcuffion of particular combiriigtions of circumftances relat-
ing to them. - SO ST . ) ’

1 now come to treat of banks of depofit or ‘of transfer of credit:
aninfticution of the greateft utility for commerce.’.

_Thefe two fpecies of banks differ effentially in two plriicul:il'sf A
- 1mo, That thofe of circulation ferve the purpofe of melting dowi
unwicldy property into money ; ‘and of preferving the quantity of
it at the proportion of the ufes found for it.  Thofe of depofit, are

calculated to preferve a fum of coin, or a quantity of precious .

“moveables, as a fund for carrying on the circulation of payments,

“them.

with a proportional value of ‘credit or paper money fecured upon
2do, Tn the banks of circulation, the fund upgﬁ which the credit
is built, is not corporéally in the cuftody of the bank ; in theother it is.
The fundamental principle, then, of banks of depofit, is the faith-

.. ful prefervation of the “fund delivered to” the bank, upon whicﬁ

credit, in money, is taken for the value.

If atany time a bank. of depofit thould lend, or fhould, inany
wife, difpofe of any part of this fund, which may confift of coin,
bullion, or any other precious moveable, once delivered to them,

to the end that a credit in money may be writ down for it in their
books of transfer, in favour of the depofitor, and his afligns; by .

Pp 2 : that
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in his Traité de Commerce revn ptn “Struyk, the author of the Efay _ﬁn

b g R e s s L it RESICTE LIS o NN

that aét, the bank departs from the principles upon which it is ofta-
blithed. And if any bank is eftablithed which, by their regulations,
may fo difpofe of the fund of their" credit, then fuch a bank be-
comes of a mxxed natulc, and pa1t1c1pates of that of a bank of cir-’

culation. S : :
Thefe thmgs will be better undexﬁood by re"tfomng flom an

example of a true bank of depoﬁt. " RGP

CHAP XXXVH SN
Of tbe Bzmé of Amﬂem’am.

ANY authors have written concemmg this great bank of de-
poﬁt paltxcululy, Davenant, Sir William' Temple, “Ricard,

le Commerce, and Mr Megens, in his book, which has been tr anﬂated
into Engh{h, under the title of The Univerfal Merchant.”

- In thefe authors we finda number of faés, which I fhall combine
with my own mformatlons and here apply principles to them 5 in
order to communicate a diftinét xdea of this ef‘nbhﬂlment de-
tail of its particular, operations regards pra actice, and falls not
“within my fubject.

The original intention of thie States of Holland, in cﬁ1b11ﬂ1mg
the bank of Amﬁelda.m, was to collect a large capital in coin within
that city, which might there pex petually 1emam, buried in a fafc
repofitory for the purpofes which we are now to explain.

In order to accomplifh this plan, they cftablifhed the bank upon

the 31ft day of January 1609, .

The method they fell upon to colle& the coin, was o or dex that
all bills of exch'mge, for any fum exceeding 300 florins, ﬂlould be
pud in fpecie to the bank ; and that the holder of fuch bills fhould,

in-
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" inftead of receiving the coin, have the value of it writ down in the
books of the bank to his credit, at his command, to be transferred -

to any perfon he fhould appoint ; but never more to be demand'\blc
from the bank in fpec1e. : : .

By, this operation, the mafs of coin cucu]atmg conﬂ'mtly ﬁom
hand to hand,"between the merchants- of Amiterdam; began, by
degzees, to be heapcd up in'the bank ; and as the heap augmented,

o did thie fum of credit augment upon the books of the bank.

It is evident, from this change in the mode of circulation, that no
lofs could be incurred from the 1ocking up of-the coin. -~ -

As long as coin is in a ftate of conftant circulation, it can produce
10 intereft to any perfon. -Intereft' commences from' the moment
the coin begins to ftagnate; that is to fay, fo foon as it comes into
the hands of one who has no ready money demand upon him.
When this happens the proprictor lends it at intereft. -

.Now the credit in the books of the bank, which is every day

transferable at the bank, anfwers every purpofe of coin, either for -

payment or loan : and the proprietor has neither the trouble of receiv-
ing the fpecies, nor any rifk from robbely, or falfe coin.

The firlt advantage the city reaped from this mfhtutxon, was, to
fecure the refidence of trade in that place.

Capitals txansfelable only at the bank, laid the proprictors under
a neceflity of ﬁmng their dwclhng \vhc1e theu‘ funds were, and
w]xexe only they could be turned ) '1ccompt v B

" It had another excellent effed in comthiercé:” it “pointcd oﬁt the
men of fuLﬁwce <A credic in b"uy)L is no \VlfC equwocal iris a

.hmd of undoubted (ccum}

hom thc conflitution of tlns b"mL WC m'1y f01 m 'm e(‘umate of

_the extent of the depofit.

1t can only fwallow up a fum equ'll to what is necefld uy for cir-
culating the payments of the city of Amfterdam. Were a fum ex-
ceeding that to be fhut up in the bank, dnd were the credits written
in the books of the bank to exceed that proportion, it is plain, that

thc v.11uc of thc bmk money would fink uumcdmtc]" The reafon

3 S is

(TP o .




AT

. -other place where a demand may arife.; o0

) ‘flate was empofed b;
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is obvxousr the crcchts nansferablc are-o
‘no occaﬁon to transfer; that is, to payy lend, orexchange,at Am-
ﬂerdam‘ “80 foon, thcn, as all :the demand of Amfterdam is fatis-
ﬁed the propuetors of the overplus will feck to realize their fuper-
flucus credit, in order to inveft the value auﬁng ﬁom 1t, in fome

In order .to 1eal1ze, thcy muft fell their b:mk. Clﬁdlt for com,. be—
:caufe the bank pays only in transfer. - Coin, then would be de:
‘manded’ plefcldbly to credit in bank;: onfequently, coin would

_zife in its proportional value to bank money, or bank money would

dofé, which is the fame thing. - This fluctuation between bank mo-
ney a.nd com, leads me to exphm wha.t s callcd the agio g of thc
b'mk . s EEa PN RPN

'

CHAP. XXXVIII .

Of tlm A’gta of tbe Ban[e of Aﬂg/?.em’am. r;. }':v 2

E have pomted out onc'monve for e{hbhfhmg abank oE dc~ -

poﬁt at Amﬂcuhm, viz. that of ﬁ\mg the 1eﬁdence of trad-
ing men in that cxty o B
Anothcr was, to ’srevent the 1nconvemcncxes to Wh1ch a frhall

Y. ‘the mtlodu&lon of bad céin, ‘from all the
)cxghbourmg coumues in Europe, wuh ‘whom they traded.’,

in the'territory of Holland there aré no mines of gold and ﬁlver
confcqucmly all they have. comes from other countries, as the re-
turn of a fa.vouublc bahncc upon their commerce.

At the mnc "the bwnL was e[hbhfhed thc 1epubhc was in 2 ftate

of infancy ; and any coin’ they had ‘$as that of their old maﬁms

the Sp'lmzuds. This was unequally coined ; many pieces were

light; any had becn clipped and Wﬁhcd As they extended their
. tmfﬁc,

f no ufe to thofe Who have" -

. welght of I ducatoon, 683 2 aces.,

gty o : Lo .
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tnﬂic, they were obhged to receive e great quanrxues from Gcrmany -

which was ftill worfe: ;i
#IIn.order then to prevent thc cnculanon of fuch com, :md the pex—

plexmcs occaﬁoned by’it in-all accounts, they eﬁabhﬂled a b'mk :
and fixedthe flandard upon ‘a filver coin called the ducmtoon, to:

“which they gave, the denomination of 3 florins or. gu:lders bank.

money ey -,.; RS I TH N

‘But 15 this coin alfo was unequal Ii ke 111 the reﬂ; of thc fpecie:
in- Lmope, betme the mtrodué’tlon of mllled coin, and the I;hc

of \vcm‘hmg plece ‘by piece.at the mint, “the bank appomtepil thz

‘ ducatobns te be received in- bags- of 200 pxeces Wexghmg togethex
26 marcs §. ounces- I s of . Am(’celdam troes, or gold \Vclght
_whicli being reduced to ‘aces (thc loweﬂ: denommauon. in tlns’
\Velght make 136, 640 aces;if Thls dnvxded by éoo, nges, for thc

4

. Let us now convert, thefc aces mto gr’uns, accmdmfr to thc
p)opoux n eﬂ:_ \h(hed between Dutch aces :md tmy grams in thc
laft chapter of the third book. -

The equ'mon Wx]l ﬁ:md thus‘

::5192.8 aces, bemg (_qua.l to 3840 troy-grams, 683 2 acgs, thexe- V

fme,lwﬂl equal 50521 txoy -grains ;. which, confequently, is the
wcng it of a ducatoon,. or of 3 {lorins bank money of Amﬂcrd"un.
Next as to the ﬁnenefs of thlS coin :. . -
The duca.toon was comed, accoxdmg to .the 1mp rnl ﬁandal 4 of
2
14 loots x6 grains ﬁne tlnt 15.£0 ﬁy 1t 1s iee 'pnts ﬁne and :
parts 'ﬂlov. e iR
To find, therefoxc the numbe Z' of Holl'mds 'lCCS, nnd of uoy
glams of fine filver in the L n, ﬁate the two followmg plO-
portions : .

‘ e:
288 : 268 505 21 ‘470 :13 t10y-gl :Lms ﬁne

ﬂlvm in ﬂor{n of Amfter (lam b;mk money. e

and EFe "—156 7 tloy—gmms fing. '
: Thefe .

e g




296 AN INQUIRY INTO THE PRINCIPLES"‘BoakIV P.z.

"Thefe calculations premifed, it would bean ea(y thing to fix thc
exat par of the metals, bet\veen fterling and bank money of Am-
fterdam, -were. the-Britifh coin of legal weight, and were ‘the metals
there ugiltly propor tloncd But is it to be fuppofcd ‘that any per-
fon who has bank moncy ‘of Amfterdam, would ,exchange, at the
par of Lhc metals, with flerling filver, which is ‘many per cent. too
hght, or againft Englith bank notes paid in gold a_.lw%ys overrated
with regard to the filver, and often too lightalfo? "= 07

While, therefore, the coin of Gxe'u Britain flands upon the Pl(’.-
fent_footing, all calcuhnons of the par of exchange, as'it is com-
monly computed, upon the mtlmﬁc value of the coins of othel
nations, muft be delufne 'md of o utlhty whatever." E

“Yor the fake of gwmg an emmplc, however, here is the 1ea.1 p'u

s

of the two currencies, upon filver ﬁe1hng coin of full weight,
One pound fterling thould contnn, as has been faid, of fine ﬁlver
i718 7 troy grains, and contains 240 pence fterling: ftate, thexefore,
the following proportion, and you will’ find how many pence fter-
lmg one florin of Amfterdam banco thould be worth, - LomaEd
© . 1718752403 15671 : 21.883. e D
“Thus 21 .883 pence fterling is exaétly the real par of an Amﬁexdam
florin banco, fuppoﬁn g {terlmg money to be ﬁlver, at the full

weight. . o
The florin bank money bemg legulatcd upon the ducatoon,an,
old fpecies not now.coined, the finenefs of ‘the filver avas deter-
mined; andthe \velght of the 200 ducatoons being determined alfo,
this 1cguL1uon determined, the weight of fingle pieces; and fixed-
the “ftandard of thc ﬂoun banco, in welght and finenefs. o
The current moncy in Holland, coined by the ftate, is the. florin:
of 200.21 aces fine, as we, have feen in the laft Clnprcr of the pre-
ceding book. :
" 8o foon as the’ ﬁate comcd then‘ curlent ﬁcums at 200.21 aces, it
is evident, that thc ducmtoon, which connms three times 211.91.
aces, muft rife in its value. Accoxdmgly, ‘the picee which was in
bank money, 3 florins;’ became 3 florins 3 fivers current money

"This
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- This-differenice iswhat ‘is. called the '1q10 of the b:m]\ of Am-

. {teuhm

. From this it appears, ‘thiat the advanced-value of the b:mk money

1bove the current money of Holland, is not owing to the great cre-’

-dit of the bank as fome imagine, bt to dic fuperior intrinfic value
‘of the coin upon “which the ftandard of the bank money- is fixed.

Let us next determine the exact difference beéween the ‘bink and:
‘theé cupreit money, which difference I fhall mll the’ mmnf ic -agio:
f01 this putpofe ftate this proportion ;

200,2I': 211,91::.100: 105.84 ~

- From \’Vh;lCh it appears, ‘that*the bank money is .84 per cent. in-
trinfically’ better than'the current ‘money of Holland.

We have feen in the chapter.referred to, in what a confufed ftate
‘the-Dutch coin is at prefent, and how it ‘becomes a {cience to com-
iprehend any thing concerning it. - For this reafon it is, that.the re-
gilar agio-of the bank money: of Amﬁmdam s always fuppofcd
ito be 5 per-cent; - Farther, . :

The ducatoon, upon which it ds regulated, piﬁ'cs “for 3 florins
-3 ftivers, which is juft 5 per cent. better than 3 florins, at wluch it

“was rated when the bank was cﬂabhfhcd, but moft of -the coins
“which-circulate are light. '

Thofe who conduét the 'affairs of the bank, Trave now loftfight
vof this original coin, which is rarely found circulating, in confider-
able fums; and .they.confider the florin -according:to its intrinfic
‘worth of 211.91 aces of fine filver; and as the walue of filvervar ies,
they pubhﬂl regulations for receiving coin, fuch as Spanifh dollars,
Trench crowns, -&e. accoxdmg as they find.the proportion of their
worth in bank money: and compounding the value -of gold with
the value of: ﬁlver they make the fame regulations as to gold.

I have infifted too long already upon the fubiiliies of the varia-
‘tions in the proportion between gold and filver, to take it up again

in this place. My inteantion is to e\plam the pr mcxplcs upon wlncl(

this great bank of depofit is eftablifhed, and not to-defcend into &
VOL. 1L T Qg detail
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detail'of the mechanifm of thcxr‘qdaptmg the vauable coms"of
Lmopc to their own ftandard. ’

Iluve ‘faid, thdt the fum-of credit,” wutten m the books of the
bank, is in proportion to the ' quanmy of bank moncy nccefraly

cucnhtmg the trade of Amfterdam.
’ Confequently, as this circulation 1nc1ea[es, the demandfor banb

. PR
S -

money increafes alfo.
Again ;.in proportion-as the demand for bank ‘money 1nc1eafes,
the agio rifes; and on the other h'md as thc demand for: cu TG
money increafes, the agio falls.:- : "
Thus we _faw in the laft war, ani; I76c>, 1761 1762, that agio Was -
below s per cent. . The reafon  was: plain: ‘The ‘great ci cu]auon'
carried on in -Amfterdam was: conﬁdexably dueé‘ted towalds the
wfes of the war: - There bank money -was “of “nor uf com only‘
_ could ferve the purpofe. ~Accordingly agio : -fell .to s per centl .
and as gold was. much’ more- eafily: tranfported -than- filver, that.-
metal rofe = per cent. above the ordinary. proportion of 1 to .14’
Demand-regulates cvery - things and :this demand makes the -
agio fluctuate ; fomcnmcs uﬁng ﬂ)ove, and fomenmes f'mllmg be- .

low 5 percente o T R T [

CHAP }xXXIX

Continuation qf tlre ftzme Sﬂéjeﬂ zmrl concerning tln Cir L‘z//atw/z -

y’ Coin t/n’mg/J the Banl of Amflerdarm.

]THERTO we lmve reprefcnted this bank as a- guff ' \vhi‘ch_
H is calculated to fwallow.up the coinof Europe; without'

having pointed out any faculry of tlnowmg upa part of thc nea-

fure {o fecured, in cafe of an overcharge. ' -
This
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“This Ins 1ppcned am rﬁcry to mmy, nnd a dcﬁ& in, thC confli-
tuuou of thc bagnk. L p . C

: But when the.pr mcxpl(.s upon wluch 1t is cﬂmbhﬂmd comc to be
compned w1th fome bl:l.n(_hCS of their admlmﬁmuon which are

Ao l.L

. pubhdy Knoyn, perhaps thL myﬂcuous part may be unr wdlcd

And '11though I do not pretend to give an cntire. fatisfaction as to
é{'éi'y minute p'u‘ncul'u' I think Ican fthew how, and to what ex-
feng, _the treafure may (_uculatc, fo as to occafion no abufe, elther
from thC hozudmg iton onc hand, or from the _difipation of i,
for the fervice of the ftate, on the other: and if all thefe conjec-
tures fhall be found to hang togcthcr, and appear confiftent with
p_fnmples, w1thout bcmrr contradi¢ted by any known fact, then I
m1y cqpcludc that fuch a fyﬁcm of banking as I deferibe, is at
Ieaﬂ a poﬂiblc fuppoﬁnon, \vhcthcr it C\aaly coincides with that
of Amﬁeuhm or not. . And who Lnows but my. {peculations may
cnablc fome pelfon of . more ‘knowlege and. more fagacity than T
am poITeﬂ'ed of, to render this curious operation of -credit ftill moie
frenelally underftood than hitherto it has been.

I h'wc thewn how the agio_rifes. and ﬁllls, 1cc01dmg o Lhc de-
mand for bank money. . ... oL :

So leng, theréfore, as the agio. docs not fall bclow thc (hﬂcmncc
between the value of .the two currencies, it is a proof. that all the
credic writ in the books .of .the bank does not. exceed: the ufes for
it confequcntly the coin locked up, which never can exceed the
credit. on the transfer bool».s, and which, were it notlocked up,
could be of no-more fervice than ‘the -credit-itfelf, in circulating
the trade of Amfterdam, does not exceed its duc proportion:. con-
[coucntly it 1s not hurtfully \vxthdxawn from' commeéree'; - confe-
quently, no abufe is implied from the hoar ding of it :

But let me fuppofc a cafe, which may lnppen ; -to wit, that for
a. certain time, the tradc-of Amfterdam may demand a laxger fup-
ply of credir in bank, thanis neceflary upon an average: - Will not

*this raife the: agio? "No ‘doubt. " If the agio rifes fo high as -to
-afford a premium upon cauvmg cein 1o the bank, upon the - foot-

T . (12 . ing
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ing of their own ‘regulations, this. wnll augment the fum of ;bank .
credit ; :becaufe the money fo carried to-the banlk, beconies \incor-
porated-with the bank.ftock ; the value is writ in the books of thcr
bam{ ;.and when thisis done, the. coin is locked up for ever.-. .; ;
If“then it fhould happen, that the: tmde -of Amfterdam - fhould %
afterwards diminifh; fo-as to return to the ordmary ‘ftandard;: w111

not this- overcharge: of credit deprefs tlie rate of bank: money, .

and fink-the agiotoo much below.the par of.’the intrinfic value of:
the two currencies? v

To thefe difficultics T-anfiwer; like one who; being- ig[idvra'rjl't‘ BE :
facts, which I never could get afcertained by any-perfon 1n Hol-'~-

land to whom I had accefs for information; and svhich 'remain
hid from -moft people -in the deep arcana: of Amﬁmdmm 'polxt“f, .
muft have.recourfe to conjeétures, founded upon n'1tma1 fag'r.cmy. .

Firft-then, The city of Amfterdam: knows;: from long expenence, .
the rate of demand for bank money ;. .and itis not:to be fuppofed, .
that upon any - fudden emergencyy Which - may.- beighten - that «
demand for a time, ‘they: fhould:be- fuch. n0v1ces as - to mc1e1{e
the credit upon their books {fo far, as.forun any rifk of z
ing the market with it ; cfpecially-as, on fuch occaﬁons, ‘the deﬁ- B
ciency of bank credit might be fupplied. ‘with coin, onﬁamly o’
be found in the city.of Amflerdam, as we fhall-explain pxcfcndy.‘.,

Farther, Who will fay, that there ddes not ‘refidea power-in th
managers of. this bank to-iffue coin’ for the fupelﬂuous credxt, n':
cafe that, in fpitc of all precautions to preventit, a 1edundancy of
bank creditfhould.at any time be found upon their books? *

It is very true, that no perfon,’ having credit in bank, can‘dc-«»
mand coin for fuch credit; and as no- ‘demand -of. that fort cau .
ever be made, it is very natural to fuppofe, that a lcdund"mcy of :

coin and credit can never be purged off.

- During'my ftay in Holland, I-was at great paiiis, to no pur pofc, :
to difcover whether everthe bank. 1Hued |any part of: their Cledlt
¢cafh upon any fuch occafions. Every one 1 converfed with'whs of *
opinion, th'lt if everany coin had: bcen taken from the treafure of

6 the

.of my ‘readér.
"My opmlon .then . is; " fmo, That. every {hllhng “written in thc :

ca;ai;.’xxxlx. “OFiPO ‘L“I‘Ti CAL'OECO 1(1?‘0 M 'Y.‘» A ‘3‘6‘&‘

purpofes ‘a ﬁep ‘tonducted With’ the greateft’ fecrecy, and the .
matter of ‘faét, I found was- exnemely doubtful ‘But this is no- -
thing to the plefent purpofe. That the ‘coin may be dlfpofed oi-' 5

’ I '1110W, though 1:d6 not believe it; bt how :is the fupmﬂuous :

Cl‘edlt, wmt in. the books, to-be difpofed of i ! There lies the d1

“"The popﬁl’u" opinionr is,’ that coiri has been taken’ out for -thé :
fervxcc of the. ﬁ:ue thc oplmon of ‘many mtclhgcnt men is. quue :

conu ary.

A am now to- glVC my opxmon not- only as to this: pomr, Dbut
upon thié main quefhon ; and this not from information, but fxom :
conjeéhue “which I ihall humbly fubmn to the better Judgmem:_i

books of ‘the bank is a&ually locked up, in com m the b'mk 1e— .

poﬁtoucs.

ca be ifued to- any perfon who demands it in coniequcnce of his

do,That. although;: by the 1egu1ut1ons of the- b' k, no com_

v

credxt in b'mk yet I have not- thc leaft doubt but tbat both lbs :

cre:lzt wr 1tir.'n in the bovks of- the bank, “and the cafb i in ‘their repofitories

wbzch Imlmu‘e.r ity may fuffer -alternate augﬂmntalzom and (Izmumnom, ac- -
roui’mg tv the: gt eater or lefs ‘demand for. l;zmk monty If Ican prove thls, .

'all (llfﬁCul[lCS will- be removed.

My 1Cafons for being of this opinion a 'u'e,

1m0, From pm11c1ples, I muft conclude ‘that. if}’ upon -any occa- -

» fion whatever, even when the fmallcf’c dem"md for b'mk money,

and the gxe'lteﬁ demand for coin- takcs pl'tcc, thexc was an impof~

fibility of producing the leaft (lunmunon of banl . credit; or of -’

procuring any fupply..of the metals from-the bank, the confe- -
quence certainly would be felt, by an evtmoxdmmy fall'in the va- -
lue of bank. money ; qr wlnch is the fame thing, in othe1 words, .
by an extmoxdm'uy rife in thcvxlue of the metals, whcn comp’lred‘:

with.bank money. ..

Now,; -,
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¢ Now, tlns is a cafe \\'hlch never happens:;Vatiations upon the
.rate of .agio, of 2 or 3 per cent. perliaps. more, are frequent and
familiar. The demands of trade, .for: ccoin or credit, arc fo flue-
tuating, that {uch variations are ‘unavoidable ;. but were there ‘an
overcharge of; bank credit, which no power could diminifh, that
overcharge would qulckly be perceived ;- becaufe the fluctuations

of the agio would entirely ceafe ; as the balance of a fcale,‘nemly
in cquilibrio, ceafes from a total overcharge on one fide.
2do, My fecond reafon is founded. upon a.matter. of fac, wlnch

I muft now apply. - [N

. There areupon the fquare before the town-houfc of- Amﬁadam
(thc place de-Dam) between 10 and 11.in.the morning,.a number
of _cafhiers, ‘whofe bufinefs it is o buy and fell -Dank .credit, for
current coin. - They bargain with all thofe who have occafion
cither to buy or fell 5 and according to the demand- for fpecie,” or
hank credit, the agio rifes or finks:.and as; thefe cafthiers. muft
conflantly gain, whether they furnifh bank credit or current coin,
fince they are never the demanders in either opelarmn, it is_com-
monly found, -that there is in their favour about s Per cent. OF per-
" haps & percent. according to the revolutions, in'the demand : ; that
is to fay, one who- would firlt buy fpecie, and then fell- it, would
lofe &, or perhaps but ¢ upon his operation. . : Lot b

From  this cucumﬁancc of buying and-felling of banlx credit
with coin, and wice werfa, 1 think I can refolve the myﬁely men-
-tioned above, viz. how the conflant '1ccumul'1t10n of coin ;in the
bank of Amfterdam, fhould never have thc cffe&t of depmcmtmg
their bank .money, by augmenting, beyond the demand for .it,
the quantity .of their depoﬁt, a.nd of the credit written in their
Looks. . G : : -

It is a matter of fact, tlmt the bmk lends both coin. md crédit to
-the brokers, cafhiers, or lomb'uds who  are conﬂ"mtly found 011
the place de Dam. :

Whenever, -therefore, the bank finds tl;"u; 'igio f’tlls too. low,‘
wuh fefpe to the coin; and when, in confcqucncc of .that, the

‘ dem"md
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dcm'md for coin incr elﬁ: I3 then thcy lend coin out of their 1epoﬁ-
tories to the brokers ; -and ‘when it nfe.r, they lend credit.

- "This coin the brokers difpofé of ‘to thofe who have bank money,
anid who want to convert it into.coin. - They fell the coin for bank:
credit: the ”pluch'tfei' “writes off the transfer i favour ofthe
broker, and he 1g1m repays ‘the value- of the coin to the bank,.

by tmnsfeumg ‘the- cxedxt he. obmmcd for the: coin, in fuvour of:”

the bank: .
This done, the bank may expunge this credit from their books 3 «

by which means their depofit of coin is diminifhed, and alfo the-

fum of credit which was found fuperfluous. .
1) on the otlier hand the- cifculation of the tradc of the city.

fhould,-in a fhort time. afterwards, bcgm to increafe, thofe who'
have coin, which in that cafe would not fo well ferve the ufes of:

cuculatlon as the banL credit; coime with it to ‘the -brokers, who
fcll them bank credit for it;-this coin the brokers dchvcr to the-

b'mk which writes off the credit lent to thc broker, in favour of

him who has p'ud his coin for it. - .

“This is; as far as I can guefs, the nature of the cucuhuon of+’

the coin in the bank of - Amfterdam.: . B
" It is ‘a curious method bf preferving an exact proportion betwcen :

the coin in depoﬁt, the credit written«in their-books of  transfer, .

and the demand for bank money:: -

" The phn is quite confiftent with principles, and checks L\'\&ly :
with thofe matters of fa¢t which-are known to all the world.
Whether the operation be’ conducted exadtly in the way 1 hiive re-
pnefented it, or not; is a' matter of {mall confcqucnce to us, who

aim” at nothing - more" than the inveftigation of the principles -

upon which fuch operanons nmy be conducted.

When swe compare this operation with thofe'of the bank of cir- -
culation, which we have-already explained, we find a great ana-
logy between them. S

We have feen how the notes iffued by banks of circulation in--
creafeand diminifh accordmg to demand : and now we fcc how

the.:

)
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coin on dcm"md In the firft cafe, the n 'fs of f(.cmmcs or com
- of the bank, is‘diminifhed, without the confent of ‘the ‘bank, by
the act of their creditors ; that-is, the holders ‘of" the notes. In
“the laf cafe, the: creditors, -or perfons ‘who have ccredit ‘in Dbank,
(.annot, by their own.a&, diminifh the quantity. of the coin.depo-

“fited, nor of. the credit written ; -but the bank itfelf, by the help of "’

- thofe 1mc1pofcd perfons, the b10ke1s on the place de Dam, is _en-
.abled to preferve -an exact balance between bank:money and- the
~demand for it; -augmenting it as-it is. demandcd -and: dummﬂnng

“it when it is found to regorge. N

‘From this I conclude, that the treafule of ‘the b:mk of Amﬂ; r-
- dam is not near fo great as fome - authors, from mere ¢ Je& e,

:have: aflereed.

The author of the: ]Zﬂ"ay on commmce, 1etkons it at fom hun—
(hed ‘millions of guilders ;-and the. Amﬂeldam cdmon carries in
. the mar gin a couc&xon, -which - gives us to undc1ﬁand,“tha_g ;g
’Lmounts 1o between cight and nine hundred millions. z“wennnt
eﬁeems itat 36 millions fterling. . Mr. Megens, an authm of great

; ludgmmt and fagacity,cftecms, this treafure at no more th:m about

6o millions -of guilders, -or about §,500,000 f;c_:;lmg ;a fum (fgxys
"he) wherewith . great; things ‘may be-done. Univerf. Merchant,

{ect. 61, - T-agree entirély-with him, that for the 1eady.moncy de-

mands of the trade of Amﬂcxdam, that {fum, conftantly i in circu~

-lation, may go a great length,

What has mifled moft peaple in their eltimation of this treafur c, is

- the appearance of -a_conftant accumuldtlou wuhout any refticu-

tion : but that there i 1s a'conftant efnc[s, as well as ingrefs of coin

- to this bank, I think I have 1cndlcd pretty cv1dcnt ’

- Befides the permanent credit written in thc books of transfer,
-concerning which we have been fpmkmg, thc bank of Amfterdam
-receives, in depofit, vaft fums of ‘coin CVCL}' year, which are uot
.incorporated wuh the bmk trealure, bt remain in the bags in

:wlnch
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which they are dchvemd under the joint fmls of the b'mL and
of the perfon who 'delivers tliem.

© This operation comes next to be explained.

The trade of Holland draws a conftant flux of coin and bullion
into the country; and that trade fends a conftant flux out of it.
The eftablithment of the b’ank‘ of Amfterdam renders the ufe of
thls coinand bullion, upon many occafions, fuperfluous, as money.

"1t 'thercfore remains as’a commodxty, the value of which ufcs
accordmg to exigencies, or the demand for it.

“Whén the precious metals come from Spain, Portugal, dnd other
nations, who owe a bal;mce to the Dutch, they are lodged in the
bank ‘of Amfterdam in the following manner. I

The proprietors carry them 6.the bank in facs compofed of a de-
terminate number of pieces, and the fac muft be of a determinate’

. weight, accmdmg to the rcgulanons of the bank, from time to

time ; for which the bank writes off credit in bank, at certain rates,
accordmg to the coin lodged to the account of the proprietor.

But as thls coin is received, upon condition that it may be drawn
out agam, “fo foon as the depofitor fhall demand it; inftead of
writing off the whole walue wpon the books of the bank, they only
wute off a certain part, ({uppofe 9o per cent.) and for the remalmng
xo per cent. they deliver what they call a recipiffe, which is an obli-
ga on by the bank ro re-deliver, upon demand,’ the individual
facs, fealed with the feals of the bank and of the depoﬁtm. This
recipiffe is transferable at the will of the perfon to whom it is de-
livered. 'Farther,

He who has put his coin fo in depofit, becomes bound to pay to
the bank £, &, or { per cent. cvery fix months, according to the
coin: that is, upon gold'L per cent. on pieces of eight and rix-
dollars % ; on ducatoons = per cent. and in cafe he neglects fo to do,
then the coin becomes confohdatcd with the treafure of the bank,
and can nio more be drawn our, in vircue of the recipiffe.

Tlus bcmg perfoxmed the depofitor may tr a.nsfel, at will, all~

the 90 per cent. of his credit, in the courfc of his bufinefs ; and fo
VOL. 1L - Rr . foon
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foon as the walne of coin viles in the market, he muft fill up his
credit in bank to the full value of the go per cent. and then pres
fenting his recipiffé, he receites back his own individual coin, fealed
with his own fecal, as when at firft delivered. .

1f he finds that it is cither inconvenient for him to fill up his
credit, or that he has no occafion for his coin, upon the rife in its
value, he may then fell his recipiffé to another, who has credit in
bank cqual to the value of the depofir; and he, in ~virtue of the
recipiffe transferred to him; withdraws the coin, as the perfon might
have done who put it in depofit. o

The recipiffe itfclf, which is what gives,a right to the coin to any
one who is the proprictor of that paper, and who has credit in
bank for-the fum contained in i, rifes and finks in its value, ac-
cording to the price of the coin to which it carries a right.

In this manner coin, which otherwife would be dead in a ware-
houfe, is made to circulate, in favour of the owner, during the
depofit, remaining at the fame time always at his command ; and
the keeping of the coin brings into the bank a finall profit, but
which; by conftant accumulation, becomes confiderable.

1 have faid above, that the bank of ‘Amifterdam puts forth,
from time to time, what regulations. they think fit, as to the rate
at which they reccive the different {pecies of coin.. Thefe iregula-
tions are formed according to the fluGtuation of the value of the
metals.  When filver rifes above the proportion it had before, with
refpe@ to gold, then the filver fpecies is received at a higher rate
than formeirly. When gold rifes in proportion to ﬁIvEr, then the
gold coins are received ata higher rate than formerly.

This regulation produces the fame effect as thag, which I for-
smerly recommended in the third book, would do, in fixing a
flandard for the u'nit of the money of Great Britain, according to.
the mean proportion of the metals: and it was for this reafon, that
[Book NI part L chap. 1.] I afferted the bank money of Amfter-
dam to be an invariable unit, which the art of man had invented;

that
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{hiat it fidod like a'rock in the fea, immoveable by the fluftuating
proportion between the metals. : '

It is no objection againft this, to allege the variation of the agio,
and the fladtuation of the value of bank money according to
demand. Thefe variations ought to be referred to the coin, not
to the bank money: the bank money is to be confidered as fixed,
becaufe it has all the characters of invariability.

1f, indeed, the affaivs of the bank came to be ill adminiftred;
and that the credit written in the bank were allowed to fwvell- fo
far beyond the demand for it, as to fink the value of bank money
fo far below the rate of coin as to make it impoflible to recover
stfelf 5 then I fhould allow that the bank money was no longer an
invariable ftandard : but in this ‘cafe, I thould confider the bank as
in a kind of political difeafe, becaufe it would then be withdrawn
from under the influence of its own' principles, which hitherto
has never been the cafe. : :

It hz}é been imagined by many, ¢hat thie treafure of the bank of
Amfterdany has been, upon certain- occafions, made ufe of for the
public fervice. This is a conjedture merely; and perhaps it has
been'owing to the opinion'which commonly prevails, that the trea-
fure far exceeds all the ufes which it can ferve for. But as Tam
perfuaded, 1m0, That this opinion is void of all foundation ; 2do,
That the treafure never can exceed’ the credits written ; and,
3tio, That the credits never can exceed the ufes thofe merchants
have for them: fo Iam of op'mion, that a value, in coin, to the
full extent of thofe credits, adtually esifts in the repofitories of
the bank; becaufe if I fhould fuppofe the contrary, it would
imply a notorious infidelity in the bank adminifiration: an infide-
lity, which, if ever it fhould be difcovered, would overturn the
whole credit of the bank, and, at one flroke, deftroy the whole
trade of that city. - Now the ufc of three or four millions fterling,
to the ftates of Holland, which they can procure when they will,
ata very moderate intercft, is not an objcct in the eyes of that fa-
wacious government,” fufficient to engage them to tamper with the
‘ Rroz . “bank
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bank treafure: and the rather, that were they driven'to the necef-
fity of having recourfe to the bank, I make not the leaft doubt

but that fo great a company would be of more fervice to the ftate-

in writing off upon an occafion a' temporary,  untransferable credit at
intergfl, which might afterwards be expunged, in order to procure
coin within the country, than by delivering the coin correlponding
to the credit of private merchants, which thcy muft.look upon as
a mofl facred depofit. ‘ :

. If we compare the credit of the bank of Amﬂeuhm with Lhe
credit of the bank of England, we:fhall find the firft infinitely
inferior to the latter as to extent, though not one bit inferior with
refpect to the folidity of it. :

The extent of the credit of the bank of Amfterdam is limited to
the fum of the credits written in their books, cither in permanent
transfer, as I {hall call it, or in credit on cath depofited upon reci-
piffe-  All this credit put together, cannot extend beyond the limits
of the circulation of the-city- of Amfterdam, in their domeftic
dealings, and in their exchange bufinefs ; which laft is indeed
very great, :

But the credit of thc b'mL. of England is equal (ina manne1) to
all the circulation and exchange bufinefs of London, and all the
taxes paid in Great Britain. - This bank, in circulating its paper, is
not limited to the weight of coin in England. The whole intereft
of the national debt, and expence of the ftate, may be paid in the
paper of the bank, and be perfectly well fecured, although their
treafure in coin may feldom amount to above four millions fter~
ling. :

We muft howevc1 allow, ‘that bapks of circulation, when 111
conducted, are liablé to great abufe ; as has been abundantly ex-
plained in treating of the Miflifippi. But how is abufe to be pre-
vented, while men condu& ! And difafters may happen to a bank
of depofit, to which the other is not fo much expofed. May ot
the treafure of the bank of Amfterdam be lent out on bad fecurity 2
May not thc flate lay hold of it? May not an car thquake {wallow

up
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up ‘the ftadthoufe ?~ May not’theifea break : in; and demolifh it?
May not another invader, like the late King of France, in 1672, be
more {uccefsful, and carry off the bank?

Thefe are abufes and calamities to which the bank of Amﬂ:er«
dam is expofed ; and ‘from many of which the bank of England
is in a great meafure proteted.

Befides the banks I have mentioned, not fo much with a view

to give an hiftorical account of ‘their operations, as to illuftrate
the principles on which they are eftablithed, there are many
others in Furope of great and cxtenfive credit ; fuch’as that of
Hamburg, Venice, Genoa (until the ftate fpent the tréafure depo-

{ited) Nuremberg, &c. Every one of thefe participate more of the

narure of that of Amfterdam; than of thofe in Great Britain. They
are more calculated for preferving the ftandard of their bank mo-
ney, againft the adulterations of coin,’ and for providing a fund
of cafh, transferable in bank credit, than for the afliftance of go-

vernment, or the melting down of folid property, wlnch are the

great advantages peculiar to banks of circulation.’

Thefe laft are alfo infinitely more lucrative to the b:mkers tham
thofe of depofit, from the intereft they draw from credits gwen,
difcount of bills, and loans to government. :

#/The profits on the bank of Amfterdam are very tmﬂmg They
are confined to the fmall emoluments of 2 ftivers for every transfer
befides the intereft they draw from the brokers on the place de Dam,
for the coin and credit they furnifh’them with; and, in the laft
place, the 1, 1, or J per cent. every fix months, for the coin depofited,
in order to be afterwards drawn out. ' But on the other hand, they
are freed from the enormqys cxpence of providing coin for the
payment of foreign balances, and from :the great. derail of buﬁa
nefs which the circulation of pwpex mlphcs. I '

. END oF THE SECOND PART..
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