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ADVERTISEMENT.

1 HE first and second Editions of this work have

been printed in Dubh'n. It was intended to

have postponed the publication of this edition

until the report was printed of the Committee

of the House of Commons appointed to examine

into the state of the Irish Currency and Ex-

change, in order that the most material parts of

it might have been adverted to. But as a delay

of some weeks is likely to attend the printing

of this report, it is proposed to publish an addi-

tional Appendix to this work, containing such

selections from it as may appear applicable

to illustrate the subject.

May 14th, 1804.

359339
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OBSERVATIONS, &c.

If it had been made a supposition, that the naL-

tional Bank of Ireland should increase the issues

of its paper nearly five times beyond their original

amount, would it not have occurred to the plairiest

understanding, that a great depreciation, and a

discount on its paper would have been the con-

sequence ? Such an increase has taken place, and

what might have been expected from theory is

at present amply substantiated by fact. The
Bank of Ireland has increased its issues to near

five times their original amount; a depreciation

has taken place; and a discount established of

at least 10 per cent. Whatever difference of

opinion may have existed relative to the question

of depreciation, as it regards the currency of

England, there Is no doubt that the currency of

Ireland has suffered a most serious depreciation.

The advocates of the Bank of England main-

tained, that, because there was no discount on

its paper, there could be no depreciation; which,

though an incorrect mode of reasoning, is a

proof, that, had there been a discount, they would

B have



have granted a depreciation to exist. That there

IS a discount on Irish Bank paper is known to

every one, and proclaimed daily in every news-

paper by the different advertisements for buying

and selling guineas. It is not therefore neces-

sary, to adopt the arguments which were resorted

to in England, to prove a depreciation of paper,

in order to make evident the existence of a de-

preciation in Ireland. It is only requisite to fol-

low them so far as to show, that the cause of ft

is an excessive issue of Bank of Ireland paper,

and to explain the degree of depreciation which

has actually taken place.

The value which the paper has lost in com-

parison with that of specie, into which it

was formerly convertible, can only be attributed

to the same cause which lessens the value of

every article of sale, barter, or exchange, namely,

more of it being brought to market than

the demand requires. The surplus above that

quantity, which is requisite for carrying on the

various operations of trade, receipts and payments,

necessarily contributes to diminish the value of

the whole in circulations to enhance in a propor-

tionate degree the prices of all things, and to

produce a discount upon it, when it is to be

converted into specie.

This reasoning will receive no small degree of

support and illustration, if, upon examining the

returns which have been made to Parliament by

the



the directors of the Bank, it should appear that

the proportion of notes now in circulation should

be excessive in their amount in comparison with

those which were in circulation immediately

previous to the restriction of cash payments

j

and if it should also appear that the ratio of

their increase is likewise excessive, when com-

pared with that of the increase of the Bank

of England notes during the same period.

It is stated in the returns presented to the

House of Lords, Feb. 1803, that the amount of

notes in circulation in Jan. 1797, was 621,917/.

April 1st, 1801, 2,266,471/. June 1st, 1802,

2,678,980/. Feb. 1st, 1803, 2,633,864/. And
by a second return, dated Dec. 12th, 1803, it ap-

pears that the amount of the notes in circulation

in November last, was 2,91 1,623/. The increase

therefore, in six years and eleven months, is,

2,289,711/. The total amount in circulation in

November, 1803, wanting only 197,957/. of be-

ing five times as great as it was in 1797*.

This simple statement is sufficient to prove the

excess of issues which exists: an excess which is

not to be considered as only applicable to the

notes of the Bank of Ireland, but also as the cause

©f the increased issue of private Bank paper, m

* See r.ote, p. 5.
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the proportion of 10/. or perhaps 20/. for every

pound which the Bank issues, beyond what the

demand for circulation requires.

I^ the private Bankers issued their paper in

the proportion of 800/. to every 100/. of Bank

of Ireland paper, the total amount of paper

in circulation would be 20,607,399/. As Dr.

Smith supposes, that a Banker with 10,000/. ca-

pital, may issue 40,000/. in paper*, though pay-

able in specie ; It is not assuming too much to

suppose that, under the circumstance of payment

in National Bank paper, and the present system

of discounting, the proportion of issues may be

advanced from four, as high as to eight to one.

It will not therefore, appear very extraordinary,

taking the capital of all the private Bankers at

2,911,628/. to suppose that the amount of paper

actually in circulation, exceeds twenty mil-

lions.

It appears by the returns made to Parliament,

that in May, 1797, the Bank of England notes in

circulation amounted to 11,103,880/. The

Bank of Ireland notes to 621,917/. In

November, 1803, the former amounted to

17,931,930/. The latter to 2,911,628/. The

increase of the one is less than two thirds of the

original amount. The increase of the other is

* Wealth of Nations, V. I. 400.

nearly

i
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nearly five-fold *. The ratio therefore of the in-

crease in Ireland, greatly exceeds the ratio of the

increase in England, and exhibits additional testi-

mony of the excessive issue of Bank of Ireland

paper. As the trade, the taxes, and the expendi-

ture of England, during these last six years have

increased in a much gr||iter degree than the

trade, taxes, and expenditure of Ireland, no other

^ This calculation is taken from the returns made to the

House of Lords, Feb. It, 1S04-—and former returns made to

Parliament.

Bank of England notes in circulation May 1 797... 1 1,103,880

Add § of this sum 7,402,586

18,506,466

Peduct amount of notes in circulation
) 17 qoi o-in

Nov. 25, 1803. i ' '

Increase less than § by 574,536

J3ank of Ireland notes in circulation Jan. 1st, 1797 621,917

Add § 414,610

£, 1,036,527

Notes in circulation Nov. 25, 1803 £. 2,911,628

Increase greater than § by £. 1,875,101

It will be found upon calculating the proportions between

the present, and former quantities of notes in circulation,

that whilst the quantity in England has not increased 5 by

cT. 571,536. The quantity in Ireland had it been only

£. 1*7,957, greater than it i», would be exactly five limes

greater than it was Jnn. 1st, 1797.

E 3 ^ COU^



conclusion can be drawn from this comparison of

the ratios of the increase of issues, than that the

issues of the Bank of Ireland have been equally

unnecessary and excessive.

The plainest understanding might have fore-

seen, that a depreciation of Bank paper, and a

discount upon it, would have been the conse-

quence of multiplying its quantity to any con-

siderable degree beyond the actual demand for

the purposes of circulation. The effect of this

upon the exchange is next to be considered.

What are the facts ? Previous to May, 1796, the

exchange betv^^een London and Dublin had fluc-

tuated during eight years between 7i and 9 per

cent*. During the latter months of 1797, exchange

was so low as 6 per cent f . The amount of notes in

circulation the beginning of that year was only

621,917/. In April 1801, the amount of the notes

had advanced to 2,266,471/. and exchange tq

14 per cent ; in November 1803, the notes ad-

vanced in amount to 2,91 1,628/. and exchange

to 19 per cent, steadily remaining above 16 per

cent for the last six months of 1803, except

during the periods in which it was influenced by

the Treasury drawing for the Loan on London.

* This period is taken, as the rates in the appendix refer

•nly to 1789.

f See Note to Appendix, No. I.

By



By these statements it appears, that the ex,

change previous to the restrictions was on an

average below par ; that it had not been so

high as 14 per cent, until the year 1801, when

the amount of the notes in circulation wanted

Jittle more than 200,000/. of being four times

greater than it was when the restrictions first

took place. That in 1803, the amount was near

five times greater than it was at that period, and

exchange 19 per cent.

(Apparently, therefore, there is every reason to

think that the depreciation of paper is the

cause of the high rates of exchange.)

But the reader is requested to pay particular

attention to the pature of the par of exchange,

and the inferences that may fairly be deducted

from it, A clear definition of this point will

remove the difficulties with which the subject

of exchange has been embarrassed by being dis-

cussed abstrusely. AVhat reading and argument

cannot effect is very often attained by perspi-

cuity. It is only tq be attributed to the want

of this attention on the part of the several authors

who have written on this subject, that they have

not succeede4 in impressing their readers with a

clear conception of the nature of ej^change, and

in clearing up the doubts and obscurity which

still exist, notwithstanding their works have con-

tributed so much to advance commercial science,

B 4 The



The par of exchange between different coun*

tries is the comparison of the value of their

respective currencies j when these currencies are

of permanent value, a permanent per-centage

will express the par of their mutual exchange of

currency. Thus whilst guineas were the stand-

ard of the value of English and Irish currencies,

the fixed and acknowledged par of exchange was

8i, being the exact difference between the num-

ber of pounds, shillings, and pence, contained in

a guinea in the regulated currency of Ireland

and in that of England *. If a practice of de-

basing coin had at any time become so general

as to diminish the value of all the coin in cir-

culation in Ireland 10 per cent, whilst at the

sarhe time no such practice existed in England,

it would be evident that Si would not express

the par of exchange between England and Ire-

land, the par under the new circumstances of the

Irish currency would be exactly 1 8i per cent.

Butif instead of the coin having been debased,

it had disappeared, and a currency of paper been

introduced in its place of a value less than that of

the currency of specie by 10 per cent, it is

equally evident the par ofexchange with England

* This difference In Ihe currencies arises from a difference

ii5 the copper coin, 12<^. in England and 13c?. in Ireland

make ^ shilling, and therefore cf.lOO English 'is equal to

^.1,08 6s. Sd. Irish.

would



would be 18i*. As specie has actually disap*

peared, and as also a currency of paper supplies

its place, of an inferior value by 10 per cent,

it is clearly erroneous now to say, if the exchange

of Dublin on London is 16i per cent, that it is

8 per cent above par ; the fact is, it is 2 per cent

below par, and it is also a fact, that an exchange

of 16 per cent is a proof of a balance of trade and

remittances in favour of Ireland. The state and

variations therefore of currencies are in this case

and often the principal agents in producing va-

riations in exchange ; and where the variations

are very great, unusual, and after some time cease,

leaving exchange very different to what it gene-

rally had been, it is then certain that some great

alteration in currency has happened. In the reign

of King William, before the reformation of the

silver coin, the exchange between England and

Holland was 25 per cent against England ; but the

value of the current coin v^^as at that time rather

more than 25 per cent below its standard value.

Before the reformation of gold in 1772, the market

price of bullion exceeded the mint price, and the

rate of foreign exchange was depressed, even the

exchange with France was 2 or 3 per ceoit

against England. It is understood that

2r ceflit

at th^

* Guineas bear a premium of 10 per cent ; lliis is tlic rate

at which they arc now selling at Mr. Frank's office in SiifTolk-

filfeel^ Dublin.

time
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fime the French coin, though worn, was not so

degraded as the English, and was perhaps 2 or 3

per cent nearer its standard. Very soon after the

recoinage in 1772, the market price of bullion

fell to the mint price, and there was a corres-

ponding improvement in the course of the ex-

change *i in consequence of the depreciation of

French assignats, the exchange between London
and Paris fell 70 per cent to the disadvantage of

the latter place.

It is conceived by many, that the exchange

depends entirely on trade. The effect of it how-

ever on exchange in comparison to the effect of

currency is very small j because the only addi-

tional charges, which ought to occur, on re-

mitting the balance of debts from Dublin tq

London, the currency being as it formerly was,

are those of transmitting specie or bullion to,

London. Sir William Petty has observed, in

regard to the exchange between England and

Ireland, that ** naturally it can never be more

than the land and water carriage of money

between the two kingdoms, and the insurance

of the same upon the way, if the money he alike

in both places'^." The balance of trade might

account for an exchange of three per cent above

* Wealth of Nations, I. 62. II. 215.

t Political Survey of Ireland, p. 3i9. Ed. Dub. 1769.

par.
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par, and leave, in the present state of exchange,

7 per cent to be considered as the result of the

depreciation of paper ; but as it is well known,

that the commercial intercourse between Ireland

and the other countries with which it trades*,

produces a balance actually in favour of Ireland f ;

it is reasonable to infer, not only that an ex-

change above par has been, and is the conse-

quence of this depreciation, but that the depre-

ciation has also prevented the natural result of a

favourable balance, namely, a favourable ex-

change.

The rate of exchange between any two

countries being, in the first instance, an ar-

rangement for ascertaining the intrinsic value

of a nominal sum in the one, in comparison with

a nominal sum in the other, (as the livre with the

pound,) it follows, if after the standard of ex-

change is settled, a variation takes place in the

value of the currency of a country, that the

par which had been first struck is no longer

in fact, the true par of exchange ; and in the

* All payments and receipts on account of foreign trade

made hy Ireland, pass through London.

f According to the Custom-house returns presented to the

House of Commons, for the year ending January .5, 1803,

there is a balance in favour of the exports of 906/65^1.

These returns were iornicd upon the real, not the oHicial

value.



case of a depreciated currency, the amount

of debts becoming nominally great in propor-

tion as the value of the currency is dimi-

nished, without any actual alteration having

taken place in the real value of them ; it is a

necessary result, that such a portion of the ex-

change, as is affected by this degraded currency,

is not a correct index of the real value of the

debts of that country wherein it circulates. In

the case, therefore, of the depreciated state of

currency in Ireland, the debts due by Ireland to

England become apparently of much greater

amount than they really are, and produce an ap-

parent and merelv nominal balance ofdebts against

Ireland. " A currency in specie cannot pos-

sibly be degraded by an excessive quantity, since

the surplus having an intrinsic value, may be ex-

ported to other countries; but paper not conver-

tible into specie, possesses no such quality. Hav-

ing a mere local value, confined to the country

within which it circulates, it must remain in thr^t

country, and if multiplied beyond the demand,

must be depreciated in the degree of its excess.

In the course of commercial dealings, this in-

crease of quantity is soon discovered, and prices

are increased in proportion. A similar effect

takes place in transactions with foreign countries,

according to the states of their respective cur-

rencies. The degraded currency of one country

being balanced against the pure currency of ano-

ther.
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ther, an allowance is made for the degree of de-

preciation, an addition exactly equal to this

amount is calculated upon all the debts of the

former country, and the apparent increase of'

debts has a corresponding effect upon the rate of

exchange which is no longer a just criterion of

the relative state of the commercial transactions

between the two countries.

Though the imports and exports "should be

precisely balanced, though the debts and credits

should be equal, yet as the currencies differ in

their intrinsic values, the exchange, though really

at par, will appear to be unfavourable to that

country, where the currency is degraded*.'*

It is by attending to the definition of the par

of exchange, as above explained, that the whole

difficulty of comprehending this subject is at

once removed. It exposes the errors which have

been fallen into by attributing the high excliangc

betW'Cen Dublin and London to any balance

debt due by Ireland to England, and it points

out the manner in which an unfavourable ex-

change may be produced, notwithstanding every

circumstance may apparently exist, which is

calculated to give rise to a favourable one. It

is in fact tliis distinction which has been taken

between the effects of currcncv, and of a balance

* Lord King's ?aiD]iij!ft, pngc 2s.

of
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of trade and remittances upon exchange, ihit

places the cause, the consequences, and the

remedy of it as existing betWeen Dublin and

London in its true light, and affords both in

theory and in practice the m.ost satisfactory proof

of the impossibility of accounting for the very

high rates of it by any other method than the

depreciation of Bank paper.

Tb€ means by which the extent of the evil

may be calculated, are the price of bullion as

compared with the mint price of it ; the discount

on paper J and the state of exchange. What we
have hitherto urged will be greatly supported, if

upon examining these tests, the result should

be a corresponding proof by each of nearly the

same degree of depreciation.

The price of bullion becomes a criterion of the

depreciation, as it is affected equally with the price

of any other article. The mint price of it being of

a certain established amount, it follows, that if

the bullion price advances without the actual

quantity of bullion brought to market throughout

Europe having diminished, or the demand for It

having increased—that the advance is nominal,

and arises from the diminution in value of the

currency with which it is purchased ; and it there-

fore becomes a just measure of the depreciation

of that currency. There is not the same oppor-

tunity In Ireland of investigating the prices of

bullion
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bullion at different periods, as there Is In England,

because there is not any regular return of its

prices published there, as in Lloyd's List. It has

however been ascertained, that the price of silver

in Dublin has experienced an advance, having

varied from os. Sd. to 6s. Sd. Irish currency per

ounce, from which it may be inferred, that the

increase is 17 per cent.

By the discount on paper, there appears to be

a depreciation of 10 per cent*.

By the state of exchange between Dublint

and London, there is reason to conclude that the

depreciation of Irish currency compared with

the currency of England, is at least 8 per cent.

The exchange now being seldom under 14, and

frequently 18, and even 19 per cent making

16i about the average.

It is very evident that the rates of exchange

fall very far short of explaining the exact depre-

ciation of paper. The real balance of trade be-

* The discount has been objected to as a proof of tlils de-

preciation, upon the supposition that guineas iiave risen in

value. If it is true that the prices of all commodities have

risen, corresponding both as to the periods and the rates of their

increase, with the periods and rates of increase h\ tlie va-

lue of guineas, no further explanation is necessary to prove

that the real value of them is not risen. That the {)rices of all

things have risen, and riseji in the full proportion to the rise

in tlie price of guinea;-, is matter of general notoriety.
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in» in favour of Ireland, justifies a belief that

the depreciated currency has not only operated,

so as to raise exchange 8 per cent above par, but

also to counteract the natural tendency of our

trade to produce an exchange two, three, or four

per cent in our favour.

Nor is the rate of exchange between England!

and Ireland the exact measure of the depreci-

ation for another reason ; namely, that the paper

currency of England is Itself depreciated.

In resorting to the rates of exchange for evi^

dence, an accurate idea of the depreciation can

alone be formed by comparing the currency of Ire-

land with the currencies of those countries where

specie still is current; and by examining the ex-

changes between Dublin and London, and be-

tween London and them*. Thus, if a Dublin

merchant have to make a remittance to Ham-
burgh, and the exchange between London

and Hamburgh is 8 per cent, as was the case

in 1801, against London, and at the same

time the exchange between Dublin and Lon-

* If the pound sterling, wliich is tlie English iinrt, shall be

found any how changed, and if the variation it has met with

be difficult to ascertain, because of a complication of circum-

stances, the best way to discover it will be, to compare the

former and the present value of it with the money of olher

nations, which has suffered no variation. -This the course

of exchange will perform with the greatest exactness.

Sir J. Stewart's Political CEconomy, V. 2, B. Ill, p. 110.

don
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don IS 8 per cent above par against Dublin;

the tax upon the merchant will be 21i per

cent. This is not matter of mere specula-

tion, but of absolute fact; not occasionally, but

in a great measure permanently existing. For

although the great stimulus which the peace gave

to English commerce, produced a more favourable

course of exchange with the continent, and the

operation of remitting a loan borrowed in Lon-

don, to Dublin, may occasionally render the

Irish exchange more favourable, yet if the ave-

rages of exchanges between London and Ham-
burgh, and between Dublin and London, are

taken for the last two or three years ; and likewise

the averages of the quantities of paper issued by

the National Banks of England and Ireland, it

will be found, first, that the state of the ex-

changes are permanently and uniformly unfa-

vourable ; and, secondly, that the rates of their in-

crease, and variation from the original and usual

rates have been most uniformly porportionate to

the increasing issues of paper, and consequent

depreciation of it. Had the Bank Directors of

Ireland maintained the value of their paper, at

the same time that the valueof English paper was

diminishing, the exchange between the two

countries would have become in favour of Ire-

land ; but the circumstances of both of them

now prove, that the Directors of the Bank of

Ireland have not only kept pace with the Di-

c rectors
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rectors of the Bank of England in the wor^

of depreciation, but gone beyond them to a

degree most truly astonishing and alarming.

As the trade of England with the Continent,

since the restriction of payments in specie has

been prosperous j as the trade of Ireland has been

improving; as the rate of exchange between

London and the Continent has varied from five

per cent in favour of London to an exchange

against London j and that of Dublin on London,

from par to eight per cent against Dublin; the

degree of variation in exchange, or in other

words, of the depreciation of currency in com-

parison with that of the Continent, is at least 13

per cent*. This conclusion agrees with the

conclusions, which arise from considering the

mint and market prices of bullion, and the dis-

count on paper; as the advance in the price of

bullion makes a depreciation of at least 17 per

cent, and the discount one of 10 per cent f

.

It

* If the present rate of exchange between London and

Hamburgh, and the mint and bullion prices of gold in Lon-

don, can establish a depreciation in Barik of England paper

of two per cent the rate of exchange between Dublin and

London Will prove a depreciation of 10 per cent in the

value of Irish Bank paper.

f In estimating the degree of depreciation by such fluctu-

ating means as those of exchange, prices of bullion, and

prices of guineas, it is not to be expected, that the exact per-

centage
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It is tD be hoped, that when the subject is un-

derstood, the force of pubhc opinion may be

productive of some reformation ; and that some

plan may be adopted by the wisdom of Parlia-

ment, which may restore to Ireland a currency

of steady and intrinsic value. That of im-

posing a limit upon the issues of the Bank ap-

pears in some measure advisable.

If a comparison be made between the amount

of Bank of England paper, and that of Bank of

Ireland paper in circulation, it will appear, that,

in proportion to the state of trade in each coun-

try, the surplus of paper in Ireland is really ex-

cessive. It is ^1,875,101 *, even on the suppo-

sition that the trade of Ireland, in consequence

ot the restriction of payments in specie, re-

quired the same proportional increase of paper as

was necessary in England, and that the issues in

England were increased t. In order, therefore,

to produce any good effect, this sum should be

withdrawn from circulation. But if such a limit

to the issue of paper were enacted, as would

cpntage will be; the result. If they prove a depreciation

differing only- in amount three or four per cent, they prove

sufficient to establish beyond a doubt what is endeavoured

to be established. Each of them fully demonstrates, that a

def^eciatioM of 10 per cent has taken place in the value of

Bank of Ireland paper, and by this concurrence of testimony

they render liiis fact altogether incontrovertible.

* Vide note j). 5.

c 2 enforce
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enforce this measure, it might be productive of

most serious evils to the mercantile interest.

The system of discounting adopted by the Bank

has encouraged all men in business to trade

much more beyond their capital, than they

would otherwise have been able to do. It has

certainly contributed to the establishment of

private banks, and to induce them to extend

their dealings to a very great degree. Might

not, then, a sudden alteration in the accustomed

method of making payments embarrass the

whole operations of trade ?

There is this dilemma, therefore, attending

the enforcing of a positive limit, that if it do

not withdraw from circulation as much paper

as is productive of the depreciation, it will not

operate as a remedy. And if it should suddenly

take out of circulation this immense sum, it may

be productive of still greater evils, by causing

failures, and destroying credit and trade.—The

measure, therefore, of fixing any precise limit

to the quantity of paper, appears, from these

considerations, to be of a nature too hazardous,

to be applicable to produce a reformation in

the state of the currency.

It is at the same time absolutely necessary,

that some control should be placed upon the

conduct of the Bank Directors. But before any

particular measure of direct interference is adopt-

ed by the legislature, it might be advisable to

try
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try what effect would be produced by an inquiry

into their proceedings, and the state of Irish cur-

rency, by a committee of both Houses of Parlia-

ment*. There is reason to suppose, that conside-

rable advantages would arise from this investiga-

tion ; for we have seen the Bank Directors of

England, though equally tempted with those of

Ireland by the powerful motives of self interest,

so far resisting the temptation, and so far main-

taining the value of their paper, as not to per-

mit it to be subject to a discount; probably be-

cause they were obliged to come before the

bar of the House of Commons, in every session,

with a return of the amount of their notes in

circulation.

The Bank Directors of Ireland were not called

upon to make any returns to Parliament, before

last session. They, no doubt, therefore, proceed-

ed upon considerations of their ovi'n interests, in

conducting the affairs of the Bank ; very worthy

men as members of society, possessed of as much
individual probity, honour, and integrity, as any

other men in the kingdom ; but, most probably,

fully convinced, that they discharged their public

duty most correctly, and most ably, by taking

every opportunity of promoting the interests, and

* The first Edition of this work was publisheil near a

jiinnth before the appointment of the Committee, which has

contributed so much to elucidate the subject.

c 3 increasing
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increasing the profits, of the corporation whicl^

they represented. Had the slightest atten-

tion been applied to their conduct, which was

given to that of the English Directors, they never

could have overloaded the market, as they have

done, with their paper. It would only have

been necessary to compare, at the same periods,

the issues of paper in both countries, and it

would then have been evident to the most care-

less observer, that the issues of the Jrish Bank

were unjustifiable ; and that they could not have

proceeded from any other cause, than that of aug-

menting the prolits of the Bank by a most unwar-

rantable system' of discounting.

In further proof of the degraded state of Irish

currency, there still remains a circumstance,

namely, the currency of specie in a few counties

in the North, which must be conclusive.

The result of the restrictions of cash payments

in Ireland has been the disappearance of guineas

throughout the whole country, the-se few counties

alone excepted. It is not generally known, and

it may appear in some degree difficult to explain

the reason, why specie should have continued to

form the currency of the North. It is to be ob-

served, that the inhabitants of it at no period

placed any confidence in bank paper, and being

at the time of the first restriction in 1797

much dissatisfied with the established govern-

ment, they considered it possible to embarrass

it
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it by refusing to receive bank paper for pay-

ments, and actually did so universally, notwith-

standing the paper was then of equal value

with the specie they required. The consequences

of this determination prove how easy it would

have been, to maintain a currency of specie

throughout the whole empire, and how certain

it is, that whenever trade is free, whatever par-

ticular commodity is required for carrying it on,

will, under any circumstances, however unpro-

pitious, be forthcoming in such quantities as

are necessary to meet the demand. The resistance

on the part of the weavers of the North to the

receipt of payments in paper, encouraged the

Landlords to require specie in payment of their

rents, and thus a currency of specie has been

maintained in the North pure and uncorrupted,

whilst in every other part of Ireland the intro-

duction of excessive quantities of paper has been

productive of the gre.itest abuses, and the most

serious consequences.

One most extraordinary circumstance has

arisen from this peculiar state of the Northern

circulation, namely, an established rate of ex-

change between Belfast and Dublin; not merely

a rate which possibly might be the consequence

of dealings upon bills of long credit, or of

partial variations in the extent of their com-

mercial intercourse, but steadily settled, even as

c 4 hi;rh
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high in some instances as iU per cent*. This

circumstance, together with the practice of fix-

ing a paper price and a cash price on all goods

for sale in the North, amply corroborates every

argument already made use of to prove the de-

preciation of paper, and also the effect of this

depreciation upon the rates of exchange between

Dublin and London.

It is easy to estimate some of the most

striking consequences attending a currency of

specie, of paper convertible into specie, or of

paper issued to an excess not convertible

into specie. For instance, if a Landlord in

the North, previous to the restriction of cash

payments, let 100 acres of land for 100 gui-

neas per annum, and if a Landlord in the

South did the same at that period, both of

them would have received equal benefit, and ex-

actly the same sum of money, because they both

received their rents in specie, or what was of

equal value, paper convertible into specie. The

state of the case is now materially different; the

Landlord of the North receives 100 guineas in

specie, the Landlord of the South receives

100 guineas in Bank notes. If guineas bear a

premium of 10 for every 100, the Landlord of

the South does not receive from his 100 acres so

much by 10 guineas, as is received from the J 00

* See Appendix, No. IV.

acres
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acres in the North,—If both Landlords sent

their rents to Dublin, to purchase government

stock, the Landlord receiving specie for his rents,

would be able to buy stock to the amount of 10

guineas in each 100 guineas of rent, more than

the Landlord could buy with his rents paid in

Bank paper.

As the currency of the North may there-

fore be considered as supporting the former ar-

guments made use of to demonstrate the de-

graded state of the paper currency; so does it

also most clearly corroborate the position which

has been laid down and proved, that this degrada-

tion is the cause and measure of the mtes of ex-

change. For when the exchange from Dublin on

London is 16i percent, that of Belfast on Lon-

don has been 5^, and of Belfjist on Dublin Hi
per cent. These were the exact rates in Decem-

ber 1805*, and are the usual rates now exist-

ing. We therefore have direct evidence of the

rates of exchange of Belfast on Dublin, and on

London, and of Dublin on London being so

adjusted by the operations of currency, as exact-

ly to maintain in favour of Belfast the superior

value of a currency of specie, over the degraded

currency of Dublin. In the South of Ireland,

where bank notes are current, there exists a very

unfavourable rate of exchange. In the North of

* See Appendix-, No. IV.

Ireland.
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Ireland, where bank notes are not current, this

unfavourable rate of exchange entirely ceases.—

r

These simple and obvious facts exhibit in one

view the whole theory which this work has en-

deavoured to maintain, because it renders it

incontrovcrtibly true, that the paper currency is

depreciated, that this depreciation is the sole

cause of the unfavourable state of exchange, and

that the degree of it is not less than 10 per cent.

It Is much to be wished, now that the Union

of these countries has taken place, the same

currency should be established in both ; or what

would be of the same effect, that the paper of

the Irish National Bank should be convertible,

on demand. Into Bank of England paper. The
difficulties, which are said to attend this plan,

and are opposed to it, are, the distance of Dublin

from London, and the loss which the Bank of

Ireland would sustain in procuring Bank of

England notes. The state of currency in Scot-

land shows the practicability of the plan, not-

withstanding great distance; and proves that the

paper of other banks may maintain the value of

Bank of England paper, in a country where

little or none of it is in circulation ; and it is

easy to be accounted for, by the facility with

which the paper of the Scotch banks is converted

into English bank notes. In respect to the second

difficulty arising from the loss to be sustained by

the Irish Bank in procuring English pcipcr-—it is

to
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t.o be observed, that this objection arises from the

great issue of paper, and the high rate of ex-

change ; and as this latter circumstance has been

occasioned entirely by the Directors of the Bank,

and been hitherto productive to the proprietors

of very considerable profit, it may easily be done

away ; and even if it were possible that a loss

should accrue, it is equitable, that they should

sustain any which may be unavoidable in giving

to their paper the credit and currency of Bank

of England paper.

If this plan were adopted, it is not pro^

bable a very large quantity of English notes

would ever come into circulation. In the same

manner as in Scotland, a preference would be

given to the paper of the country, because for-

geries of that paper would be soon discovered ;

and, con$equently, less risk attach to the re-

ceiving of it ill payments. The only object

of the plan being, to give to Irish Bank paper

the value of that of England, by making the

former convertible into the latter, not to in-

troduce a certain regular quantity of English

notes into circulation ; it is not likely, that when

that value was attained, much paper would, in

reality, be converted into English notes, as all

the large remittances to England would continue

to be made by bills. Whatever quantity of

English notes came over to Ireland, would be

continuallv rcturninq; as remittances, and could

not
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not well become, considering the number of

banks in Dublin, any considerable portion of the

common circulation. No injury, therefore, is

likely to result from this plan, either in conse-

quence of an unavoidable increased issue of

English paper, or from the practice of forgery.

Every objection that can be fairly suggested

against this plan may be obviated, by giving

sufficient time to the Irish Bank Directors to be

prepared for carrying it into effect. For the

superabundant quantity of paper being the cause

of the high rates of exchange, and the power of

withdrawing what is superfluous of it from cir-

culation being possessed by the Directors, it

clearly rests with them, whether they will permit

these high rates to continue, or whether they will

take measures for lowering them to that stand-

ard, which will enable them to obtain Bank of

England notes, without any loss whatsoever. It

is impossible, and a position altogether untenable,

that the Bank can suffer a loss on this transaction,

if they only adopt those precautionary arrange-

ments, which they are fully competent to pursue.

And it is evident, that, even admitting for the

sake of argument, that there must be a loss,

it would be merely temporary, and only to an

extent sufficient to provide payment for some

of the first remittances made under this plan,

which remittances would soon cease to be made

in English notes, because the very circumstance

of
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of making payments in them would take away

the cause of an unfavourable exchange, by giving

to the debts due by Ireland to England their

true and real value. Thus, when the credit and

value of English paper was attached to that of

Ireland, the effect on public opinion would be

such, as to produce an exchange at par. If it

should afterwards happen, which is almost im-

possible, that the exchange should be against

this country, it will arise from an excess of Bank

paper being left or issued into circulation. But

as this advance in exchange would immediately

operate as a Joss to the Bank in providing

English notes, it is evident the Directors will

never issue paper beyond such a limit as will

maintain the exchange at par. This is the true

limit which should be placed to their issues of

paper. And it is only by adopting this plan,

that any efficient, safe and equitable limit can be

established, and the evil of a depreciated cur-

rency removed *.

In respect therefore, to this loss, which it is

conjectured the Bank of Ireland would sustain,

by making payments in English notes, it is

only necessary to remark, that it so entirely

depends upon the exchange; the exchange upon

the currency of the country; and the currency

npon the quantity of paper issued by the

'• That is, so long as llic restriv-tions coiUinue.

Bank,
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Bank, that, it is merely imaginary ; aridi ittr

fact, no other than that which the Bank would

suffer by limiting its discounts : in respect to the-

other point to be attended to in carrying this plarr

into execution, namely, the effect which the

limiting of the discounts might have upon tradey

it is clear that if the quantity of paper withdrawn

is just of that amount, which is necessary to pro-

duce an exchange at par, no part of that, which

is necessary to be left in circulation will be with-

drawn, because only that part will be withdrawn,

which was superfluous, and above the quantity

which the demand of trade required. The de-

preciation and high rate of exchange being th^

effects of a superfluity of paper it will certainly

be necessary for the Directors, to take care not to

withdraw the superfluous paper too suddenly,

and to produce during the period which may

be allowed tliem for preparing to pay in English

notes, such a gradual diminution of the quantity

of paper in circulation as will give time to those

persons in trade, who have been encouraged to

speculate farther thian their capitals would au--

thorize, to be prepared also for the new state of

exchange and currency.

The subject of Irish currency being now fully

discussed, it remains only to bring into one view

the consequences of the restriction of cash pay-

ments in Ireland, in order to point out the im-

portant duties which the members of the Irish

Govern*
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Government and of Parliament have to dls-

chari^e.

Tlie commercial dealings of nearly all Ireland

being transacted by Bank paper, and the Bank

of Ireland being by its capital, and the powers

that have been vested in it by Parliament, the

principal engine in the system which maintains

the supply of circulation; it must necessarily

form a considerable feature in exposing the

effects of a depreciation of the value of that

paper.

As Parliament, by relieving tlic bank of Ire-

land from the obHgation to pay in specie, have

taken away the only controul that can exist over

its issues ; as they have made the paper of the

Bank of Ireland, in some instances, a lawful ten-

der, as it has admitted of the payment in it

of the taxes ; as it has given to it so decided a

superiority over the paper of other Banks, as

that of placing private Bankers under the neces-

sity of paying in it their own paper; and as the

Bank of Ireland is the deposit of whatever money-

belongs to Government, the administration of its

management must havx; great influence upon the

state of trade, the credit and value of its own
paper, tlic value of the currency of the country,

and the state of the exchange. But however

great its authority and enlarged its controul over

the commercial world, by the nature of its first

institution, inferior, indeed were its powers at that

time



time in comparison with those attributes with

which it is now invested by the restriction of cash

payments. It is no longer under the necessity

of filling the humble character of a cautious

mercantile company, calculating the extent to

which its dealings may be encreased according

to the capital it possesses to give them security

;

nor regulating its proceedings by the apprehen-

sion of failure, or the hazard of commercial spe-

culation ; but in full possesion of an unconditional

power of regulating the currency of the king-

dom ; of encreasing its profits at pleasure, by

even making such issues of paper as may depre-

ciate that currency ; and of preventing or impos-

ing upon the state those evils which must result

from yielding to or resisting the temptation of

gain. This power of issuing the medium of cir-

culation, which, whilst specie was in circulation,

was the immediate prerogative of the crown, is

now wholly vested in the hands of the Bank di-

rectors. In the official character of these gentle-

men a portion of the former duties of his Ma-
jesty's ministers is united with those of a trader,

and their conduct must necessarily be at all times

wavering between the instinct of mercantile gain

and the duty they owe the public.

These are circumstances which were the

immediate result of the restriction. Though of a

nature not likely to produce a very correct ma-

nagement of the currency of Ireland, much injury

might
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might have been avoided, by upright and iil*

tdJi^ent measures. Whether meai?ures of this

description have been adopted, the following-

review of the operations of the restriction will

best explain.

We see in the short period of six years and

eleven months, that currency depreciated in

its Value 10 per centi The rate of Exchange

between Dublin and London, during exactly

the same period, advanced* from an average

below par to even 19 per cent against Dublin

in its trade with England, and to 24 per

cent in its trade with foreign countries. The

issues' of bank paper during the same precise

period ' increased from 621,917/. to 2,911,628/.

The landed property of the kingddm diminished

in its annual value 10 per cent. The property

of the widow, the annuitant, of every person

deriving their means of living from fixed

stipends, reduced in the same degree. A vio-

lationy in fact, effected, of all pecuniary con-

tracts made previous to the restriction, and a*

further violation unavoidable of all that have

been 'made since that period, whenever the

restriction is removed. The prices of labour

rose without making the. poor man richer. The

prices of the foreign niatcrials of manufacture,

and of foreign articles of prime necessity greatly

augmented J the exertions of indUstry incum-

bered by heavy charges ; and the profits of trade,

the property of the landlord, the' speculations

D ©f
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of the farmer, were sometimes benefited, some-

times injured, at all times depending upon the

free will and uncontrolled authority of the Bank

Directors. We see them at their pleasure fixing

the assize of property, and though a body un-

known to the constitution, exhausting that pro-

perty to a greater degree than the King, Lords,

and Commons, to whom alone the constitution

grants a power of interfering with the property

of the subject, could exhaust it by the most op-

pressive taxes.

We are now to see what will be the con-

duct of Government and of Parliament. We
may with reason expect attention to be paid to

a subject of so great magnitude ; and that such

measures will be adopted, as will give the country

the essential benefits of a steady and invariable

currency. Though the circumstances of the

times may not possibly admit of payments in

specie, the vast importance of an intrinsic and

fixed standard of currency, to the honour, to the

justice, and to the prosperity of the country^

calls upon the most vigorous exertions of those,

in whom the charge and character of it is re-

posed, to relieve the country from a currency

so notoriously degraded as the present. ^

THE depreciation of Bank paper has been

attributed to the excessive and uncontrouled

issues of private banks.

As



As no greater quantity of private bank paper

Can remain in circulation, tlian that which the

demand of the neighbourhood requires, because

the surplus would be returned, and converted

into National Bank notes, it certainly appears

difficult to discover the cause and progress of the

increased quantity now so notoriously circulated.

No improvement in the state of trade has taken

place, of a sufficient extent to fender it possible,

that it originates from this Cause. No new taxes

have been lately imposed, and the payments ofthe

Treasury being made in National Bank paper,

there is no reason for supposing that either of

these circumstances have contributed to it. The

best e^fplanation of the progress of these increased

issues is contained in Mr. Malthus's Essay on

Population ; it accounts in the most salisfactory

manner fof the increased demand of private pa-

per, the effect which this increased issue of it

has produced upon prices, and of these prices to

maintain the increased demand for paper, not-

withstanding the original cause of the increase

no longer exists. It will also contribute to show

the utility of these private banks in times of

emergency, and that it was the peculiar duty of

the Directors of the Bank of Ireland to have

limited their issues after the good effects of pri-

vate issues had operated, in order to assist, by

withdrawing from the circulation as much paper

as possible, to lower prices, after the real cause

D 3 of
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of their increase ceased to exist, and maintain

the value of paper currency. Mr. Malthus thus

expresses his sentiments upon the subject

:

" The paper issues of a country bank are,

as I conceive, measured by the quantity of its

notes which will remain in circulation} and this

quantity is again measured, supposing a confi-

dence to be established, by the sum of what is

wanted to carry on all. the money transactions

of the neighbourhood. From the high price of

provisions, all these transactions become more

expensive. In the single article of the weekly,

payment of labourer's wages, including the parish^

allowances, it is evident, that a very great addi-

tion to the circulating medium would be wanted.

Had the country banks attempted, to issue the

same quantity of paper without such a paj"ti-

cular demand for it, they would have quickly

been admonished of their errour, by its rapid and

pressing return upon them j but at this time it

was wanted for immediate and daily use, and

was, therefore, eagerly absorbed into circula-

tion.

" The very great issue of country bank pa-

per, during the years 1800 and 1801, was evi-

dently, therefore, in its origin, rather a. con-

sequence than a cause of the high price of pro-

visions—but being once absorbed into circu-

lation, it must necessarily affect the price of all

commodities, and throw very great obstacles in

the way of returning cheapness.
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** In this respect, however, It is much better,

that the great issue of paper should have come

from the country banks, than from the Bank of

England. During the restrictions of payment

in specie, there is no possibility of forcing the

Bank to retake its notes, when too abundant -,

but with regard to the country banks, as soon as

their notes are not wanted in the circulation, they

will be returned ; and if the Bank of England

notes be not increased, which they probably will

not be, the whole circulating medium will thus

be diminished*."

The same scarcity existed both in England

and Ireland, and gave rise in both countries to a

proportionate increase of private paper.

This great issue affected the prices of all

commodities. The existence of these high

prices has had the same operation in main-

taining a demand for this great issue of private

paper, which the scarcity originally had in pro-

ducing it; and when these prices would have

naturally fallen, upon the scarcity ceasing to

exist, the great issue of paper, which was the

effect of these prices, has become the cause of

their remaining high. It was to be expected

that the scarcity no longer existing, the in-

creased issue of paper produced by it would

have been returned to the Banks that made it.

* See Essay on Population, p, 403, 464-.

D 3 In



38

In England this appears to have been the case,

or it is rather more probable, that the private

bankers, imagining that the demand for their

paper must, in the common course of things,

cease with the high prices occasioned by the

scarcity, very prudently limited the extent of

their discounts. We are now to consider what

circumstances have contributed to produce a

different line of conduct on the part of private

Bankers of Ireland. According to Mr. Malthus,

" as soon as the notes of country bankers are not

wanted in the circulation, they will be returned,

^nd if the Bank of England notes be not in-

creased, which they probably will not be, the

whole circulating medium will thus be diniinish-

ed." Mr. Malthus, in another part of his work,

observes, that the issues of the Bank of England

notes dp not appear, by the returns made to Par-

liament, to have increased in consequence of

the scarcity, and concludes the necessary aug.

mentation of the circulating medium was pro-

vided by the country backers. It is therefore

very reasonable to infer, that the high prices in

England ceased in a great measure with the

scarcity, and did not maintain a dernand for

an unusual quantity of private paper. In the

case of Ireland it will appear, by the returns

made to Parliament, that in April, 1801, the

issues of the National Bank had been advanced

from 621,917/, (the amount in circulation,

January
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January 1797) to 2,266,471/.—which increase

might have been in a great measure necessary,

to meet the advance in the prices of all com-

modities. But as it appears by these returns,

that the quantity of Bank of Ireland paper in

circulation has been regularly increasing since

1801, and vi^as, in 1803, 2,91 1,628/. and v^^hich

the Bank *' could not be forced to take back 5"

it is very evident, that whatever quantity of

this paper was calculated to meet the demand of

the augmented circulation occasioned by the

scarcity, and remained in circulation after the

scarcity was at an end, has contributed to main-

tain the high prices originally the effects of the

scarcity, and thrown " a very great obstacle in

the way of returning cheapness."—But this por-

tion of paper, which would have been returned to

the Bank, if it had been possiWe to do so, on the

return of plentiful supplies of provision, has not

only operated as an obstacle, by the mere sum of

so many pounds, but has enabled private Bankers

to maintain in circulation more of their pa-

per, than the natural tendency of things to

returning cheapness could have permitted. They
had certainly the same reasons with the private

bankers of England, to apprehend that a con-

siderable portion of their paper would be returned'

to them, when provision became plenty, but the

issues of the National Bank had contributed to

maintain the high prices, and thereby maintain

D 4 the
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the demand for private paper; and they also

enabled the private bankers to look forward

without apprehension to a return of their nptes,

and the payment of them in National Bank

paper ; because they afforded so great a facility

of acquiring it, by the extensive system of dis-

counting pursued by the Directors.

In this manner the original cause of high

prices may be traced to the scarcity, and the

depreciation of paper currency to the neglect

of the Directors in not withdrawing from cir-

culation a portion of their paper, when the scar^

city no longer existed. To this latter circum-

stance may the great issues of private paper be

attributed, as the consequence, not as the cause

of the depreciation of the currency. And by

this investigation it w^ill appear, that notwith-

standing the Directors of the Bank of Ireland

have not by law any control over the issue of

private Bank paper, they in fact possess very

powerful means of placing limits to it, by with-

drawing their own paper from circulation, in

limiting their own discounts. However great the

povi^ers of the Bank of E)ngland may be in regard

to the issue of private paper, they can scarcely

be of greater efficacy than the power possessed

by the Bank of Ireland, of even taking from

the private banker the means of fulfilling his

eng.agcments with his customers, namely, those

notes
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notes with which by law he must pay upoa

demand the paper which he issues*.

It is therefore evident from these considera-

tions, that such arguments as have been ad-

vanced under the supposition, that the paper

of private Banks has been productive of the

depreciation, and that it is not under the control

* The force of this argument becomes greater by consi-i

dering the effect produced upon trade and all commercial

dealings by a deficiency of circulating medium. Seventy-

one country Bankers stopped payment in 1793, according to

Sir John Sinclair
;

(page 67 of his History of the Public

Revenue ;) Mr. Thornton says, (page 50,) " The success of

the remedy which the Parliament administered, denotes

what was the evil ; a loan of Exchequer Bills was directed

to be made to as many mercantile persons, giving proper

security, as should apply ; a remedy which proves, that the

quantity of Bank, of England notes in circulation was not

sufficient for the state of trade and the state of the times.

It is well known and universally admitted, that, the difficuU

ties which were felt in the commercial world in J 796, by

private bankers and every other description of persons in

business, and which produced the restrictions of cash pay-

ments, arose from a scarcity of money, either guineas cr

Bank paper. "This scarcity of money was easily accounted

for, when the real slate of the circulation of the Bank was

.explained to the public ; it tljen appeared, that the average

number of notes circulated Sept. 179.5 was, 1 1,031.,790/.,

and in September 1796, only 9,720,'UO/,, making a dilference

in so short a period as one year, of 1,81 1,350/., the want of

which, considering the total sum circulated, must have been

ficvercly fell in the money market," Sir Joiin Sindaii's Hist.

Rev. page 311, vol. 11.

of
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of the Directors of the Bank of Ireland, are not

tenable ; and it still remains for those, who will

not admit the depreciation to be the result of the

excessive issue of National Bank paper, to show,

upon what grounds the Bank of Ireland is justifi-

able in increasing its issues of paper to near five

times the quantity in circulation in the year 1797,

whilst the increase which has taken place during

the same period in the amount of Bank of Eng-

land paper is not two thirds of the sum in circu-

lation in 1797.

IT Is very generally believed, and very fre

'

quently asserted, that the remittances made from

Ireland to England are the causes of the high

rates of exchange. That this is an errour is

easily proved, it being quite impossible that the

interest on the Loans borrowed by Ireland in

London, and the remittances made to absentees

can be the principal causes of so high rates of

exchange, or of so great a depreciation of

currency.

The total amount of all sums sent annually

to England from Ireland, under these heads,

when compared with the whole export trade

of Ireland, is so small, that it is clear the effect

produced on exchange must be inconsiderable.

It will be seen by examining the rates of ex-
''

change
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change in the appendix, that these remittances

did not produce an unfavourable exchange pre-

vious to the restrictions of cash payments in

1797, though they were at that time very con-

siderable. That in the autumn of 1798, even

during the rebellion, when it is known im-

mense sums were remitted to England, exchange

•yvas at 8 and 8i per cent.

This point respecting the remittances is very

easy of determination, by simply considering

what the items are which compose them, as

made from Ireland to England, and from

England to Ireland. Since the year 1797, a

Loan has been annually borrowed in Lon-

don, varying iij amount from 1,500,000/. to

3,000,000/.* It is the practice to leave a por-

tion of each new Loan in London to pay the

interest due upon the former Loans, and there-

fore it is clear that no remittances have been

actually made to England on account of in-

terest. In respect to the remittances made to

absentees, mortgagees, &c., even admitting for

the sake of illustration, that they amount to

twice the sum formerly computed, that is to

2,000,000/., the balance of the Loan remain-

ing after paying the interest due on former

Loans, and the value of the balance of ex-

* See Ai)pendix^ No. V.

ports
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ports in favour of Ireland will be sufficient to

meet them.

The account between the two countries will

stand thus for 1802:

Remittances from Ireland for

interest on 22,348,000/. being

the capital created by Loans

in England*, - «£.927,555

Do. to absentees, - 2,000,000

^,2,927,555

Remittancesfrom England to

Ireland by the Loan for

1802, - ^.2,000,000

Balance of exports in favour of

Ireland above, 996,858

^.2,996,858

It is evident therefore, that the balance of remit-

tances cannot be the cause of the high rate of

exchange, or the depreciation of paper, and it is

manifest that the amount of interest payable by

Ireland has been very much exaggerated, and

the sums remitted to absentees very much ovei^-

rated in a recent attempt to maintain, that the

causes of the high rates of exchange and of the

See Appendix, No. V.

depre-
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djepreclatlon are remittances made to England

annually amounting to 4,500,000/ *.

THE late occurrences, in Dublin concerning

the silver coin, add very considerable interest to

the observations which have been made respect-

ing the dangers to be apprehended from permit-

ting the standard value of currency to become

depreciated. The alarm which it occasioned,

in Dublin, by a total stagnation of business for

three days, and the difficulties which still prevail,

should operate as a warning to take measures in

time for warding off the still greater alarm, and

difficulties which would unavoidably attend a more

extensive depreciation of paper. The silver coin

* See Political Register, p. 231; and Sir John Newport's

speech.

Had it not been for the remittances from England to Ire-

land, of the Loans borrowed since 1797, the rates of exchange -

would have been much higher than they are. If this system

of borrowing in England is not continued, and no measures

are adopted either by Government or the Bank to prevent the

depreciation of paper, the rates of exchange vvitli London must

soon be from 20 to 25 per cent; on the other hand, the conti-

nuance of this system will shortly produce efiects upon exchange

still more injurious than the remittances to absentees.

of.
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of Ireland appears to have approached nearly

the state of assignats in France immediately pre-

vious to their being altogether abolished. The
debasement of it has been so tacitly acquiesced

in by the public, and by Government, that the

measure of depreciation has been filled, and no

other remedy can be applied, than an immediate

new coinage. The same acquiescence would

produce inevitably the same consequences in re-

gard to Bank paper. It is not, however, to be

supposed that any such acquiescence will take

place, now that the danger of it has been so

clearly exemplified. But that the theory of the

depreciation of paper currency having been so

strongly supported by the fate of the debased

silver coin, the danger of obliging the Bank of

Ireland to pay their notes with those of the Bank

of England, will not be considered so formidable

as that of a more enlarged depreciation of Bank

paper.

To attempt to reform the existing silver coin,

will be labour in vain. If dollars only are issued,

they will soon be fabricated into flat shillings.

If coined shillings even are issued, they will also

be melted, unless the issue of them is sufficiently

great to render it practicable to call in the base

coin. Asa newcoinageof silver might be effected

without any loss to Government, by adopting

such a seignorage as would defray the purchase

money of the bullion, and the expense of stamp-

ing
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ing, there does not appear any good reason why
the trouble and exertion necessary for issuing it

should be dispensed with. The price of silver

bullion in Ireland being so much higher than it

is in England, there is no danger of the new coin

being remitted to England s and if it were made

a practice with shop-keepers and public offices to

weigh shillings, this circumstance, and a well-exe-

cuted die on the coin, would completely put an

end to the trade of making counterfeits *.

* The present appears a good opportunity for making the

currency of Ireland in every respect .similar to that of England.

If, beside a new silver coinage, a coinage of copper was also

adopted, and the value of it so settled, that 12 pence should

be equal to a shilling, the great trouble and inconvenience at-

tending the settling of accounts according to the present value

of the copper coin would be removed. This plan should be

attended with a regulation that all payments on instruments

executed prior to the alteration, should be payable according

to the usual coinage.

According to the Standard which has been adopted in Dublin

for ascertaining the quality of a shilling, viz, its being equal in

weight to a half guinea, which weighs 2dwts. ] 6 grs. an oz. of

silver, which costs 6s. Sd., might be coined into seven shillings,

and one six pence, which in Irish currency would be 8s. l^J.

Thus a profit of I*. 5^d. would accrue to Government to de-

fray the expense of coining an ounce of silver. But as this

rate of seignorage would be too great, it will be found that

silver at 6$. Hd. an ounce might be coined into six shillings per

ounce, that each shilling would weigh 3 dwts. 6 grs. and tluit

there will remain a seignorage of 2d. per oz.

THE
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THE difficlilty attending the question arising

from the exertions of the linen merchants, to in-

troduce the circulation of baiik' paper into the

North of Ireland, appears to depend upon a dis-

tinction between payments made under contracts

and agreements of sortie standing, or under those'

of the present day, or even of the moment of

purchase*. Thus, if a tenant who executed

his lease in 1796 pay his rent in Bank notes,

he pays less by 10 per cent than the real rent

reserved. If a tenant executed a lease in

1803, understanding that he was to pay his

rent in Bank notes, as he would pay a rent in

proportion to the advance which has taken

place in the nominal value of land^ and iil'

the course of the ensuing' year Bank notes be--

came convertible into specie, he would then have

to pay 10 per cent more than the real rent. Thus

the great evil attending a depreciated currency-

is an actual violation of all money; contracts. In

the one case, the Landlord is the loseri, in the other

the Tenant
i because they cannot 'increase their

incomes in the same proportion in which the va-

lue of currency is diminished or increased. In all

mercantile transactions the price affixed is the

* A General Meeting of Linen Merchants was held last

November, at Dun^annon, for the purpose of inducing the

Lartdtords of the North to take bank papers in payment of

their rents, in order that they might be relieved from the ex-

pense of purchasing guineas to pay the weavers.

real
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r^al value of the commodity to be soldj com-

pared to the value of that with which it is to be

bought. If the manufacturer pay high wages

to his weavers, he sells at a higher price to the

shop-keeper, and the weaver pays a higher price

for his food : and thus, if the linen merchant pay

10 per cent more for his linens in consequence

of the depreciation of paper, he is repaid that

10 per cent, when he sells his linens in London,

by the high rate of exchange against Dublin,

produced by the same depreciation.

"We cannot close these observations without

adverting to the conduct of the Directors of the

Bank of Ireland. To that only can be attributed

the evils which are complained of i for though

the restriction of cash payments may be the

original cause, it must be admitted, that if it had

been of a cautious and disinterested nature, no

grounds of complaint could exist. It must have

been at all times the principal object of the

attention of the Directots to issue and keep in

circulation as much of their paper as all their

ingenuity and influence could render possible,

because their profits arose from the discount oa

tlicse issues. Whilst they were obliged to pay

their notes in specie, a certain degree of caution

was necessary in extending their discounts, and

it was impossible far them to make their issues

£ excessive*
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t^cM'^: ^^ %1ieti%is obligatioft t6 pay in

specie Wis VfemoveH, tliey were at once relieved

from a restraiht, which they must always have

considered ^s a great obstacle in the way of their

interests. AVid it would appear from what has

since taken place, that the liberty they acquired

Obliterated every sentimeht of duty to the public,

and gave verit only to such feelings and such

measures as could only be the result of an inor-

dinate thirst for gain. The depreciation of their

paper cannot now be viewed in any other light

than as a work of usury. The violation of every

money contract in the kingdom has been of no

weight in the scale when placed in competition

with the 5 per cent to be made by accommodatmg

the merchants of TJublin. Nor have these guar-

dians of the commercial interests of Ireland

permitted tbeir measures to be influenced by the

burthens imposed upon trade by the high rates of

exchange. Though their proceedings may have

arisen from a want of discrimination in com-

prehending the injury which might result to

the public by a depreciation of the currency,

and to themselves by being the source of a public

calamity, it is however necessary for them to con-

sider well the sentiments which are entertained

respecting the credit and the utility of the bank.

Should their rule of conduct continue similar to

that which it has been, in defiance of the most

correct and well founded arguments, and the

clearest facts j and if they cannot discover a cause

of
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of the evils complained of, in an unfavourable ba-
Jance of trade, in a supposed advance in the real
value of guineas, or in the issues of private pa-
per, the public certainly have a fair :laim upon
them, to explain upon what principles they pro-
ceed, and in what manner they can meet and sub-
vert the reasoning of those persons, who have as-
cribed the depreciation to their misconduct.
They must either adopt a new system of manage-
ment, or prove that the value of Bank paper de-
pends upon some other principle than that of the
demand compared with the quantity in the mar-
ket, and that the exchange between any two
countries is regulated by some other circum-
stances than the balance of debts and credits, and
the value of the currencies in each of them. The
directors should remember, that their corporation
was established as a measure of public utility;
that it received many privileges from the public*
through parliament, and enjoys much of its profits
from the species of banking monopoly which it

possesses. When a charge therefore is brought
against this institution of such a heedless exercise
of its powers, as that of inundating the country
with its paper; of diminishing the value of the
gr.-atest portion of the property of the country

;

of establishing a ruinous rate ofExchange ; and of
bringing upon the state all the calamities attend-
ing a depreciated currency, it is full time for
those who are interested in its future welfare to
hiake an atonement to an injured public by some

^ 2 change
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tihange in their system. It would be unreasonable

in the Bank Proprietors to expect; it would be

unjustifiable in Government and Parliament to

permit a further trial of such a system of banlang,
^

if after the consequences which have attended it,

it'be persisted in. To know that it is persisted in

it is only necessary to examine the amount of

notes in circulation in February and November,

1803. It was not to be expected after the con-

duct of the Directors had been so severely cen-

sured in Parliament in the month of February,

after the writings of Mr. Boyd, Sir Francis -Bar-

ing, Mr. Thornton, and Lord King, had fully

ex'lilained that a depreciation must necessarily

result from an excessive issue of paper, that the

increase in their issues should be no less in the

short period between February and November,

than 328,1791*. When it is also in the recollec-

tion of every one, that in the month of last De-

cember, an advertisement in the public papers

announced a dividend of 7^ per cent, and a bonus

of 5 per cent, upon the stock of the company f'

who
* See Appendix, Nos. II, & III.

}
BANK OF IRELAND.

A Dividencl of 3i per cent will be made to the Proprietor,

of Bank Stock, for the half year ending the 25th instant, on

and after the 2d of January next

.

And a Bonus of 5 per cent will be paid at the same tnne to

- der,

THOMAS WILLIAMS
the said I'roprletors. By order.

^mk, Vothof Deer. 1803.
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who can say that the Bank of Ireland, in-

corporated by the public, and receiving from

the public every benefit of monopoly, have ful-

filled their duty ?

NoTWiTHSTAKDiNG the prcvlous discussion

bas immediate reference only to the local circum-

stances of Irish currency and exchange, the re-

sult is of a nature which contributes much to ex-

plain the science of currencies in general, and to

corroborate the opinions of those who maintain

that the currency of England is depreciated.

The same mode of reasoning applied to the

state of English Bank paper will afford a proof of

improper issues of it being the cause of this de-

preciation, and of the unfavourable exchange be-

tween London and the continent ; and this in-

ference may be drawn from it, as applicable to

both England and Ireland, that paper credit,

now that Bank notes cannot be converted into

specie, no longer possesses the essential and vital

qualities which in the first instance secured to it

the confidence of the public, and justly affixed to

it the character of being the main pillar of the

wealth of these realms.

Thus has the restriction of cash payments pro-

duced a complete revolution in the commercial

E 'S opera-
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Operations of the British Empire, rendering the

appearance of their prosperity delusive, and its

future stability, should the restrictions be continu-

ed, highly problematical. Tiiough salutary in the

first instance in relieving the difficulties of the

Bank ; though it may be possible, that a currency

of paper might exist of steady value, and also not-

withstanding the renewal of cash payments may

be thought a measure fraught with great difficulty,

it would appear, now that the original cause of

them no longer exists, they should have ceased

with it.

It is agreed upon by most writers that the com-

mercial difficulties of 1793 and 1796, the latter of

which gave rise to the restriction, were the con-

sequences of a circulation not sufficient to meet

the demands of trade. The evil now complain-

ed of both in England and Ireland being a su-

perabundant circulation, it is evident the policy

of continuing them must rest upon circumstances

entirely different from those which occasioned

them. The ministerial argument in favour of

their being continued is, that the exchange be-

tween London and the continent being against

London, it must necessarily follow, if cash were

issued by the Bank, that it would be immediately

taken out of circulation and exported. That this

would be the result, while exchange was unfa-

vourable, it is not difficult to comprehend, or ne-

cessary to deny. But it is very evident from what

has
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has been before advanced respecting the plan ot

obliging the Bank of Ireland to pay in English

notes, that the immediate consequence of the pay-

ments of cash by the Bank of England would be a

favourable exchange with the continent ; and it is

more than probable, that the very determination

to take off the restrictions would produce a fa-

vourable exchange even befote. cash was issued.

For it is notorious, that the adopting merely of

the plan in 1793 of making loans to merchants

by exchequer bills relieved trade from its dif-

ficulties, before any loans were actually made.

If the reasoning advanced in this work be cor-

rect, and if the facts which have been stated be

well authenticated, there evidently does not exist

any good cause for continuing the restriction of

cash payments. The disadvantages which must

result from it are certain, the danger that may be

the consequence of relinquishing it is merely con-

jectural : under such circumstances there should

not be any hesitation, in removing without delay

the origin of all the evils which are complained

of, and are still to be apprehended.

5 4 APPENDIX
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No. 1.

Tables of the Course of Exchange between Dublin and London,

from 1789 inclusive.
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No. 2.

Account of Bank of Ireland Notes in Circulation at

different Periods, (including Post Bills under £. 5.

J

pi^esented to the House of Lords, pursuant to an Order

y

dated February, ] 803.

1797, January 1,

April 1,

June 1,

September J

,

1801, April 1,

May 1,

June 1,

1802, June 1,

August 1,

Oct. 1,

Depember 1,

1803, February l,

£62\,9i1

737,263

808,612

^59,999

2,266,471

2,405,214

2,350j012

2,678,980'

2,628,958

2,528,951

2,530,867

2,633,864

No. 3.

An Account of the Amount of the Notes of the Bank

of Ireland, in circulation (including Post BillsJ , on

the 25th Day of each Month, from February to

November inclusive, preseiited to the House of Lords

,

pursuant to an Order dated December 12th 1803.

Feb. 25
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No. 4.

JS.xchange betzveen Belfast avd London, and Belfast and

Dublin.

1S03, June 1, Belfast on London, 8J to 9.

on Dublin, 5j

July 1, — on London, 8i

• on Dublin, 6

August 1, — on London, 8i

. on Dublin, 1

Sept. 1, on London, 7

• • on Dublin, 1 Ih

Oct. 1, on London, 74

-on Dublin, 8§

Nov. 1, • on London, 5^

• on Dublin, Hi
Dec. 1, • - on London, 5k

• on Dublin, 11^

No. 5.

The Amount of Loans borrorccd in Great Briiainfor

the Service of Ireland.

Year.
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No. 6.

An estimate of the remittances to Absentees.

Mr A. Young in tjie second part of his 2nd. vol. of

the Tour in Ireland, has given a list of the Abscnteesi

which he formed from the information he receivcd'in

each county, during his tour, and with as mucli accu-

racy as the U/iture of the subject would admit.—It ap-

pears that the amount of rents payable to absentees,

Jkvas in nso _-"___ c£732,000

Deductioijs necessary, in order to show

how much oi this sum is at this time actu-

ally remitted to England,

Five per cent fees to Agents, &c. =£36,600

Two per cent quit rents - 14,644

Sales to persons residentin Ireland 50,000

Rents now paid of theabovetodo. 60,000

Interest on money secured on
^

the above to Irish Creditors )

i of the whole. - - 90,275

251,519 —251,519

Actual remittance of Rents payable iq 1780. c£'480,6Sl

Additions to show what the actual re-

mittances now are.

For net rents payable to new absentees

since the Union, and remittances to mem-

bers of Parliament, and remittances in

general, in consequence of the Union and

the rebellion, suppose - - 500,000

For interest on money secured on Irish

property to English creditors, suppose 500,000

/.l,480,681
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To be added to make the remittainAjs

for 1803, of. 2,000,000, of. 5 19,3 19,

which sum is much moie than suffici-

ent to meet any deficiency in Mr.

Young's estimate, and together with

the of. 1,000,000 added ah-eady, fully

proves that the remittances do not

amount to so large a sum as £. 2,000,000, 519,319

£. 2,000,000

No. 1.

The following is an extract from the evidejicc given

hy Mr. Marshall, inspector of Irish Imports and

Exports, to the Committee of the House of Commons

appointed to imjuire info the state of the Currcncj/ in

Ireland, 5Cc *.

" Thus we have received for our exports, for the

year ending January, 1803, c£. 9,010,928, and paid for

our Imports, of. 7, 194,863 which leaves consequently

an actual balance in our favour of of. 1,816,060.

" Do you state this sum of £. 1,816,060 to be the

whole of the real value of the Balance ?

*' I do, so far as results from the Imports and Exports

returned to my Office, but to this should be iiddi-d the

value of such articles of Irish produce exported as arc

never returned to me, namely :

—

*' Ist. The value of a considerable portioii of the

linen shipped for Chester, and I believe also for Bristol

• This extract was made from tlie manuscript, by permission

•f tic diairman of the Committee,
and
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And Liverpool, which is omitted to be entered for the

purpose of evading the payment of small local duties

exacted at those ports.

" 2dly. The value of provision, Sic. shipped by the

Navy Agents in Ireland, for the use of his Majesty's

Navy.

" 3dly. The profits arising' to Ireland from

tons ©f shipping of Irish property.

*' 4thly. The value of the fresh provision, &,c. pur-

chased for the use of outward bound vessels, making

upwards of 7000 voyages yearl}'^ from Ireland.

*' The total value of these several articles, and of

some others of less consequence, omitted to be re-

turned to me, must amount yearly to a very con*

siderable sum ; but I have not at present the means of

ascertaining it.

*' It should be observed, however, that the import side

of our statement is also defective, 1st, by the non-entry

ofsmuggled goods, and 2dly, by the underrating some-

times of certain articles which are charged with duty

according to their declared value."

This evidence is introduced here, as so clearly corro-

borating the opinion entertained throughout this v/ork,

that the balance of trade and pecuniary remittances is

in favour of Ireland, and as also so completely sub^

verting the positions of those who have maintained tjje

opposite doctrine.

liryer, Printer, Bridgo Street, Biackfriw?.
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ADDITIONAL APPENDIX.

The following Notes compreliend Extracts from the Evidence

given to the Committee of the House of Con:imons, ap-"

pointed to inquire into the State of Ireland, as to its circu-

lating Paper, &c. They have been made with a View of

showing the Nature of the Evil complained of, the Cause

of it, and the appropriate Remedy.

Note I. p. 2.

—

Depreciation of Irish Bank Paper.

MR. Burrowes, Mr. Barnwell, Mr. Coningham, Mr,
Roach, and Mr. Marshall agree in considering the premium
on guineas, as proof of a depreciation of Bank paper.

—

P. 13, 43, 56, 88, 116, of Evidence.

Mr. Colville stated that ''' depreciation is entirely a relative

term. The Irish Absentee feels it in purchasing a bill in

London ; in that relation he feels a depreciation of 10 per

cent."—P. Its, Evid.

Mr. D'Olier. " The mere buying of gold at an advanced

price, beyond that of the mint, is the effect, and not the cause

of the exchange, and therefore no proof of the depreciation

itself."—P. 105, Evid.

Mr. Irving. " I attribute the premium I have heard is

paid on guineas to the disposition in its inhabitants, to hoard or

conceal the precious metals."—^^P. 58, Evid.

Mr. Harman. " 1 should rather say, that gold was in-

creased in value, than paper depreciated."—Ibid.

It is necessary only to make a few very short observations,

to show that the opinions of these three last gentlemen cannot

be maintained.

To admit the position of Mr. D'Olier, would be to subvert

the whole system of that part of political science, which
relates to exchanges and currencies. To assume lor cause

what is effect, and to expose the practice of the Banks of

lingland and Ireland as useless in limiting their discounts, as

F they
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they formerl)' did, when evchange became unfavourable, and
it was necessary to vary Its rates in order to prevent a drain ot

specie.

The Banks, before the restriction, found out, that when-
ever exchanj;e was unfavourable, a considerable demand for

specie ensued. To obviate this, they contracted the quan-*

tity of their paper, exchange became I'avourable, and the de-

mand ceased. Their interests made them adopt this policy

to save their guineas, their duty should have made them adopt
it to preserve the value of the currency, and keep the ex-

change free from fluctuation. But they acted upon the rules

of practice, not upon the principles of science, and there-

fore after the restriction, when they could be no longer affected

by the demand for specie, whenever exchange became un-

favourable, they no longer considered it necessary to contract

the quantity of the paper, and thus the degree of depreciation

and the rates of exchange advanced pari passu.

Mr. Irving's opinion that the premium on guineas Is to be

attributed to the hoarding of them cannot hold. The hoarding

of guineas is one and the same thing, as it affects the currency,

with the exporting of lliem. They are taken by both methods
out of circulation ; but unless such a quantity of paper was
issued upon their being withdrawn, as was sufficient to supply

their place, it is very evident they would soon return to supply

the demand of trade, and therefore no such thing can exist as

a premium for guineas either in consequence of their being

hoarded or exported.

The opinion of Mr. Harman, that paper is not depreciated,

but guineas advanced in value is already refuted in Note to

F. 15. Mr. Marshall, in his evidence, says, " It is con-

tended, that the value of Bank Notes is not depreciated,

but has remained stationary : and that this difference of 10 or

12 per cent is occasioned by the rising of specie. Specie

could not have risen so high in Ireland, or which is the same
thing, all her commodities could not have fallen so low as 10

or 12 per cent, and have continued in that state for any con-

siderable time, circumstanced as that country is with regard to

Great Britain ; because such a degree of cheapness of al{

commodities in Ireland would have attracted specie from

Great Britain, where it is not risen materially, and reduced

the value of it to the ordinary level."— P. 116, Evid.

Note II. P. 2.

—

Cause of the Depreciation.

THE evidence of Mr. Barnwell, Mr. Coningham, Mr.

Roach^ and Mr. Marshall, confirms the doctrine already ad-

vance4
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Mr Burrowes. " The depreciation arises from withdraw-ng the common medium of circulation, guineas and irom

partoTGreaTrt
"'

''^'ru''
'''\''' ''^' '^^ -t ^ak; gSu- '^.^'"'. ""^ ^^''"g ^'^e same means of defenceand be.ng exposed to internal rebellion. It arises fL a wa.u

ald'thf wrnt"\'^"'.r"'r^
''^^"^ -^ e.:.e;.r\r

doub of H
" ^«"fi^le"co from political causes, not fromdoubt, of the solvency of the Bank of Ireland. The papSsufTers a deprecation in common with all the proper v Kecountry and ,s not influenced by the quantitrSn v It""

A dtaTa r
''''

'Tr^' 4 ''^ SoM in (he count, v^"''A disadvantageous balance of trade cannot be the causeof thedepreciatK,n."_Evid. P. 7. 10 11, 14

on. Mr. Burrowes appears to consider fluctuations of oof

yinTirv '"'
'""V" " 1"^"™"' ritual':,:' ,«

was near la, mil ion, • ,, iso, nV "'".[.f" «"!'"'« 1804,
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tiion of Mr. Burrowes, respecting the cause of the depTecI<J«

lion of Bank paper is not tenable. The only exception to be
made to this conclusion is, the depreciation of the landed pro-

perty, which is clearly the effect not the cause of the depre-

ciation of paper. The cause of this depreciation must be
sought for among other recent events than those affecting the

securit> of Ireland : and as the principle upon which the ex-

cessive issue of paper is considered as a sufficient cause, is one
upon which the value of every thing is regulated, viz. by the

proportion between the quantity and the demand, it is evi-

dently safe to coincide in the opinion of Messrs. Barnwell,

Coningham, Roach, and Marshall.

Note III. P. 7.

—

Cause of the high Rates of Exchange.

THE object of the appointment of the Committee being

the attainment of some efficient remedy for the unusual high

rates of exchange between Dublin and London ; the investi-

gation of the cause of them has necessarily occupied a consi-

derable portion of their attention. The persons examined are

all perfectly conversant in the practice of exchange dealings,

and have acquired very great estimation for their knowledge
as experienced and enlightened merchants. The question'?

•which were proposed carry with them evident marks of great

knowledge in commercial polity, and of tiie impartial and
unbiassed manner in which the proceedings of the Committee
were conducted. It remains to examine how far the an-

.swers which were made contribute to unfold the true cause of

Ihe high rates of exchange.

The opinions, contained in the evidence, may be ranged

under two heads. The one formed on the supposition that

there is a debt annually incurred by an unfavourable balance

of trade, remittances to Absentees, and to interest on loans

by Ireland to be paid to England. The other under the con-

riction that no such debt exists, and that even if it did, an ex-*

cessive issue of paper could alone cause such high rates of

exchange.

The solution of the question, therefore, respecting the cause

of these rates, depends upon this one fact, whether or no the

balance of trade and remittances is in favour of or against

Ireland. Eight of the gentlemen have given it as their

opinion, that the balance is against Ireland, and that it is the

pause of the advance in the rates of exchange*. Mr. Bur-

rowes,

* Mr. Paget. " I should suppose the rise in exchange arose from the

balance debt buing in favour ol" England."—Evidence, p. 2.

Mr. Harman. " The cause of the exchange is the same which has

akvays operated, and will continue to operate, in the negociations

hetvvcen
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rowes, Mr. Conlngham, and Mr. Marshall are decidedly of
opinion, that the balance is in favour of Ireland, and that the

depreciation of Bank paper is the only cause of the unfa-

vourable excliange. It is not attempted, by either of the

eight gentlemen, to enter into the accounts, as they stand,

between the two countries, to show in what manner tiie ba-

lance becomes against Ireland, farther than by stating the sums
xeniitled to England in payments of interest on loans, and of
rents to Absentees. They, for the most part, argue, that the

existence of the unfavourable exchange proves the unfavourable

.balance. Mr. Marshall has given in evidence a very elaborate

and minute account of the trade and items of pecuniary re-

mittance between England and Ireland, which exliibits, in the

clearest tnamier, the respective relations of both their debits

and credits, and atTords most convincing proof of the cor-

xectness of the positions advanced in this work, in regard to

the operations of currency on exchange, and to the cause of the

Jngh rates of it.

The importance of this investigation is so great, that the in-

sertion of the following long extract will, it is hoped, be ex-
cused. It is copied verbatim from the evidence of Mr.
Marshall.

" You stated in your last examination, that you would lay

an account of the pecuniary intercourse between England and

between any two countries, when the balance of debt is against the

one of them."—lb. 27.

Mr. Winthrop. " I am persuaded tlie balance of trade is consider-

ably in favour of Ireland." " If tlie sums of money remitted to the

nobility and gentry, residing in Englai>d, amount to 2,000,000/. or half

this sum, it would fully account, in my opinion, for the high rate of

cxcliangc."—lb, 34.

Mr. Barnwell. " It is at present very high (the exchange) attri-

butable to the demands of this country on Ireland, exceeding the de-
mands o-f tliat cou^itry upon this."—lb. 4?.

Mr. Irving. " Judging from the state of exchange, I should be of

opinion, that the balance of trade, or rather of payments, is in favour

ct England."—lb. 60.

Mr. Roach. " I conceive them (the general balance of payments)
against Ireland." lb. i9,

Mr. Colville. " I decidedly and clearly consider the unfavourable

exchange to be, tliat Ireland owes a great deal more money to Great
Ijritain ihan she is able to pay.— lb. 141.

Mr. Beresford *' The considerable sums of money wliich we re-

ijiit for the charges and interests of loans, and a number of other
things, render the amount of payments, to be made by Ireland to

England, considerably greater than what she has to receive from
i-^gJind.''— lb US.

Ireland.
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Ireland, before the Committee; are you now py( pared so
to do? — Mr. Marshall. Yes, I will now state the account.
The objects of it are to ascertain, first, whether the balance
of debt has upon the whole been more or less favourable to

Ireland in the six years which followed the suspension, than in

the six years immediately preceding it ; by balance of debt, I

mean the balance on the entire pecuniary intercourse between
the countries. The second object of this account is, to show
whether the balance of debt has influenced the deprccialion of
the paper currency. With regard to the first object, there are

no documents which ascertain, with any degree of certainty,

the drains by smuggling, the remittances made to absentees,

and many other matters; but all the difficulty which arises from
the want of such documents may be removed, by assuming that

the general balance of debt piust have been favourable to Ire-

land at the period oFthe suspension, as the exchange in Dublin
was then steadily favourable; because we are able to show
whether the circumstances which have since arisen have had
any, and what effect, upon the state of things assumed to have
been favourable at that period. The general balance of debt
may be divided into six heads; in the dividing of them, I will

beg leave to state under each head, whatever new circum-

stances have arisen since the suspension. 1st head; the drains

by the practice of smuggling : It does not appear that

smuggling has increased, though we were at peace during a,

part of the period, as far as can be judged from a statement,

which I beg leave to submit to the Committee, of tobacco le-

gally imported ; tobacco being the principal article smuggled
into Ireland. [Statement delivered in, and read.]—Appen-;

dix (Y).—2d head; the balance between the contribution of

Ireland, and her expenditure for the public service at home:
no remittances have actually been made hitherto from either

country to the other on this head. 3d head; the drains by

absentee-landlords, mortgagees, placemen, pensioners, &c,
The drains which have been added since the suspension can

.scarcely have amounted to more than 500,000/. per annum.
I beg leave to submit to the Committee a short statement on

that subject, [Statement delivered in, and read.]—Appendix
(Z.) By our having ceased to pay, since the Union, the six

regiments on foreign stations, and to remit to England, ever

since the suspension, the sum of 176,000/. per annum for the

interest of the old debt to Great Britain, that debt being now
deducted from the Irish loan raised in London, we may con-

sider that half the additional drains above mentioned, of

500,000/. per annum, has been counterbalanced. 4th head
j

the balance of remittances on account of the sale of estates and

funds, and of loans and lotteries; £^ larger sum than usual is

said
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'iaid to have been remilted lo England, on account of e.stalfts

anfl funds sold in Ireland, but the excess probably has not

amounted to 500,000/. or 600,0001. since the suspension ; as t(»

loans and lotteries, the balance is rather in favour of Ireland.

.5th head; the balance ot" the imports and exports of Ireland,

not only from and to Great Britain, but from and to the re>t of

the world, our foreign trade being paid for in general by bills

on London : from the defectiveness of the official rates ot value

upon which our trade has been computed (except during the

last live or six years) we are not able to exhibit our balances

even witii relative accuracy; but a pretty good idea may be
acquired of the favourableness or unfavourableness of them,
upon the whole, by running the eye over the quantities of the

leading articles for any two periods.—Appendix (X.) An
account, which I will deliver to the Committee in a day or

two, is made out for that purpose; it contains the annual
average quantities of the leading articles of the imports ancl

exports, during the seven years ending 25th March 1796, and
during the seven years ending 5th January 1803; but we
must bear in mind tliat the exports have risen in value much
more than the imports in the latter of the two periods; such a
general inspection of this account will be satisfactory as to this

point, namely, that upon the whole, notwithstanding the two
years of scarcity, the result will not be more than a million, or
a million and a half, against Ireland *. 6th head ; the remit-

tances from the British Treasury to the Irish Treasury, on
account of loans raised for Ireland : the British Treasury
deducts from the last loan the interest upon all former loans,

and sends the remainder to Ireland; and (though it is a fact not

generally attended to) not a single shilling of the interest upon
these loans has ever left Ireland since the suspension. The
actual sums remitted to Ireland during the six years ending
the 5lh January 1803, produced, as I have been informed, [i\

Irish currency, about 8,000,000/. or 9,000,000/. and as no
money was sent to Ireland on account of loans for many years

prior to the ^ujpension, the whole of this sum of 8,000,000/,
or 9,000.000/. is to be added to the favourable side of the

general balance of debt; from this statement, it appears, that

no material alteration has taken place in any one of the two
first b^ads; that the third head cannot possibly have drained
Ireland in the six years which followed the suspension of more
than 1,500,000/.; nor the fourtli head of more than 500,000/.
or 600,000/. ; nor the fifth head ol' more than 1,500,000/.;
and that under the sixth head the sum of about 8,000,000/. or
D,000,O0(V. has been actually remitted to Ireland, which ia

* Sec p?5e 80.
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more than double the amount of all the drains above-mentioned^
>videly as they have been certainly estimated; and therefore,

the balance of debt which was assumed to have been favour*

able to Ireland at the time of the suspension, has, since that

event, been very considerably improved.

' Do you mean, upon the whole of your evidence, to give it

as your decided opinion, that the general balance of debt
between England and Ireland, including trade, remittances,

and every pecuniary transaction, has been each year since the
restriction on specie in favour of Ireland?—-1 do very clearly^

except during the two years of scarcity ; and upon the whole
six years taken together, the general balance must have been
considerably in favour of Ireland.

" Can you state particularly to the Committee the grounds

upon which, in your opinion, the balance of trade ought to be
computed betweeMi any two countries ?—I will endeavour to do
SO; but before I proceed, I beg leave to observe, that the

balance of trade has always been very vaguely defined. The
difference between the " value of our imports and exports,"

leaves us in much uncertainty as to the place where they shall

be valued; that is, whether on the wharfs of foreign countries,

©r on the wharfs at home ; whether we should include the

profits of the merchants, &c. Sec. And it is owisg, perhaps,

to this vague definition, that, in corpputing the balance of

trade in Great Britain, our writers upon the subject have been

led to take the imports at the increased prices which they pro-

duced when sold upon the wharf of importation, exclusively of

duty, as ifGreat Britain paid such prices to foreign countries ;

whereas she did not, generally speaking, pay so much as the

prices upon the wharf by the amount of the inward freight,

insurance, and merchants profit. And the exports also have

been stated (mly at the prices current upon the wharf, exclusive

of duty, though they were sent to foreign countries, charged

not only with the duty, but also with the amount of freight,

insurance, and the merchants profit; all of which came into

Great Britain as well as the prices current upon the wharf.
*• However, the prices current upon the wharf will serve as

a good and safe foundation upon which the prices paid by the

country may be computed; as will be shown hereafter!^ the

case of Ireland.

" Every doubt as to what should be the component parts of

the estimate of our imports and exports would be easily re-

moved, were we to form in our minds a clear and precise

notion of what we really mean by the balance of trade. In

fpy humble opinion, it is, ' the difference between the value
• which
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^'hlch a couniry pays for its imports, and recckcs for its ch-

ports.'

" Can you state the balance of the trade of Ireland for the

year ending January 1803, upon these principles r—1 can, the

balance was 1,S1G,SI-I/. according to the returns of exports

and import-! made to my office. In computing the balance of

trade upon these principles, 1 begin with .stating the value of

the imports estimated upon our own wharfs, exclusively of

duties, to have been 7,654,114/. As this estimate is the

basis upon which it is intended to proceed, I own that very

great pains must be taken by the Inspector General, in order

to form it; which, however, a little practice will enable hiny

to do with considerable accuracy. The prices current of all

the leading articles should be ascertained at the end of every

quarter, and the value of quantities calculated upon each of

them; by dividing the total value of each article for the four

quarters by the total quantity of it, very fiiir average rates r.ay

be obtained for the whole year. Frojn the above sum of

7,651,1 11/. should be deducted,
"

I St, The expense of inward freight : as we have few ships

of Irish property, we are obliged, tor the most part, to pay

other countries for freight, and therefore no great reduction

can be made on this head ; Ireland, possesses however, about

tons of shipping, which must

save some money in freight, the amount of which may be

pretty nearly estimated, as soon as I shall be able to procure

some documents as to the destinations of ships and their

respective cargoes, which the proper officer at the Custom

-

House is at present prevented from making out by a severe

indisposition

:

" 2dly, The expenses of insuring: few insurances are made
in Ireland, except upon coasting vessels, which do not enter

mlo thi> statement or our external trade;
" 3dly, The next deduction to be made is the profit of the

merchant : the imports, as above stated, were worth 7,654', 1 1 4/.

exclusively of duties ; of this sum, one fourth was either en-

tered upon value, or computed from the ad valorem duties, in

both which cases, the profit expL'cted by the importers was not

includ.ed; but the sum of 5,740,5S6/. being the remaining

liiree fourths, includes the merchants profit, as the articles of

which it is the value were computed upon the prices current,

or, in other words, upon the pric&a v:hicli the articles ivould acll

for (cxcbmvdi/ of duties) on the xvhurf of iinpuilatlon.

" In order to ascertain as well as circumstances will permit,

the merchants profit u[)on these three fourths, or 5,T40,5S(j/.

\l should be considered, that a part ol the articles ol' vvhith

that
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that ^um is Coq value has been sold here on English arivl foreign

accounts as it is called, that is, on comini'^siiin, lor the biMtcfit

of persons not residing in Ireland; in this case, ainion the only

profit of our merchants arises irom a commission of ^'5 per cent

upon the value of the article, including t!ie duly, which last is

a considerable portion ot the whole value in rum, sugar, wine,

&c. &c. &c. The commission in this case, when calculated

upon the value as stated bj the Inspector General, who always
leaves out the duty, will, however, be augmented to 4 or 5 per

cent nearly. In estimating the profit upon the articles thus

circumstanced, as also upon those whici) are sold on Irish

account taken together, much accuracy cannot be expected

}

le am informed by some of the most intelligent merchants of

extensive dealings, that 8 per cent would probably be near

the truth, and certainly within it. At all events, in calculating

the average profit at that rate, upon the proportion of ihe im-

j>Qrts which is valued at the prices current, and upon all the

exports at the rates hereinafter mentioned, we cannot err lo

the extent of 200,000/. or 300,000/. a sum which is of the less

consequence, when we consider that it is in this particular

alone we meet vsith any great degree of uncertainty in valuing

the trade of Ireland, as far as it is returned to the Inspector

General.
" The merchants profit at 8 per cent upon the three fourths

of the value of the imports came to 459,2 1-6/. which, being de-

ducted from 7,6,54,1 14/. left 7,194,868/. being the value paid

by Ireland tor her imports.
" I come now to apply the same criterion to our exports,

and to state what the country has received for them,
" Having ascertained their value upon the wharf (after de-

ducting the bounties upon exports) to be precisely 8,371,412/.

1 must add to it,

"First, The duty, as the exports left Ireland charged with

it; but the amount of duty upon exports is hardly worth our

notice, being only about 1 1 .000/
" 2dly, The next additions would be freights and insurances

;

but we have little to add on either of these heads at present, for

the reasons above stated.

" 3dly, The prolit of the merchants : a very considerable

proportion of our export trade is carried on by English and

foreign merchants on their own accounts. Sometimes they send

fiictors over to us to buy our linen, in which case it does not

produce any more money to Ireland than its value upon the

wharf, and the duty, if any. In many instances, the Irish

merchant is employed by persons residing out of Ireland to ship

our linen, provisions, and corn, for English and foreign

markets, for which he receives only a commission of from 25 to

5 per
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Englisli account. Under this circunisianfe, and taking inta

consideration the money which we pay tor factorage in foreign

marlcets, the rate of the merchants profit upon tiie whole of

the exports ought to be estimated muclj lower than ui)on the

imports; if it is averaged at 5 per cent upon the value of all

the exports sold on English, Foreign, and Irish account, taken

together, it will amount to i2'i,570L
" Tliese two sums winch come to 439,570/. being added to

the value of the exports upon the wharf of exportation, will

make 9,010,982/. which is the value this country received for

its exports.
" Thus we have received for our exports 9.010,982/. and

paid for our imports 7,1 9'J-,868/. which leaves, consequently,

an actual balance in our favour of 1,816,1 14/.

"Do you state this sum of 1,816, fl 4/. to be the whole of the

real value of the balance?— 1 do, so far as results from the

imports and exports returned to my oihce; but to this should be

added, the value of such articles of Irish produce exported, as

are never returned to me; namely,
"

1 St,The value of a considerable portion of the linen shipped

for Chester, and, I believe, also for Bristol and Liverpool,

which is omitted to be entered, for the purpose of evading the

payment of small local duties exacted al thoNe ports:

" 2dly,The value of the provisions, &c. shipped by the navy
agents in Ireland, for the use of His Majesty's navy

:

" Sdly, The profits arising to Ireland from tons of

shipping of Irish property :

" 4-thly, The value of the fresh provisions, &;c. purchased for

the use of outward-bound vessels, making upwards of 7,000
voyages yearly from Ireland.

" The total value of these several articles.and ofsome others

of less consequence omitted to be returned to me, must amount
yearly to a very considerable sum; but I have not; at present,

the means of ascertaining it. It should be observed, however,
that the import-side of our statements is also defective, 1st, bv

the nonentry of smuggled goods; and 2dly, by ttie under-

rating, sometimes, of certain articles which are charged with

duty according to their declared value."

In reviewing the arguments and facts which have been

advanced on both sides, it is by no means dithcult to deter-

mine to which of the two a preference siiould be given. Tlie

accurate enumeration of every circumstance by Mr. Ivlarshali,

wliich may ati'ect the balance between the two counlrii->,

renders it evident, that any argument deduced from the sup-

position that it is unfavourable to Irelaml, Is erroneous; and
that
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that the high rates of exchange have been attributed, u-itliout

sufficient reason, to this supposed balance. If any thing were
wanting I'arther to illustrate the correctness of Mr. Marshall's

conclusion, it would be afforded by an examination into the

principles upon which large pecuniary remittances from a
country operate on its export trade ; and it would appear from,

such an examination, that these remittances from Ireland, in-

stead of being causes of high rates of exchange, are direct

causes of such an advanced export trade, as is commensurate
to prevent every tendency of the remittances to advance the

rates of exchange ; and that ihe loans borrowed in England for

the use of Ireland, though apparently of service in forming

a balance of remittance between the two countries, are, in

truth, of great injury to the export trade of Ireland, inasmuch

as they provide a method for paying, without trouble, the an-

nual remittances to absentees, which must otherwise be paid

by, and would, in fact, be the direct cause of, an augmented

export trade from Ireland,

Under all these different considerations, what has been ad-

vanced in this work respecting the real cause of the variation

in the rates of exchange, may justly be said to have been

stated upon good grounds, and that no circumstances have

been advanced throughout the evidence which are calculated

to disprove the theory upon which this variation is attributed

to the depreciation of Bank paper,

Note IV. P. 26.—liemedy of the Depreciation and high Rata
of Exchange.

IT appears from the evidence that one opinion only pre-

vailed respecting the best remedy to be applied. The estar

blLshing a circulating medium common to both countries is

this remedy. To effect it, Mr. Burrowes proposed a conso-

lidation of the national Banks, which project is considered

impracticable by Messrs. Pugef, I^arman, Winthrop, D'Olier,

and Colville.*
'

^j^^

* Mr. Pugcr. " I conceive the measure almost inipracticable, anc^

it might, at peiiods, prove very prejudicial to the commercial inter-

ests of Ireland."—Evid. p. 21.

Mr. Harman. " As far as I am able to consider the consolidation, it

does not appear to me practicable ; nor do I see how the object coultj

be attained by it."— lb. '2.^.

Mr. Winthrop.—Question. Do you think that if the paper of suclv

consolidated Bank was to be current in each kingdom, that it would
become a common circulating medium between ilie two r " I do not."

lb. 31.

Mr. D'Oiicr. " I have certainly an opinion that it (the consolida-

tion)
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The mosteftklent means ot'aUaining this common circula-

tion, is pointed out by the evidence ol" Mr. Mans(i.eld, a

banker in Edinburgh, because they have been already re-

sorted to ; and in the case of Scotland were eminently suc-

cessful.

The following is the substance of Mr. Mansfield's evidence.

After the peace of Versailles, exchange was 5 or 6 per

cent against Scotland. The cause of it arose from artificial

means, by people collecting gold from the different Banks,

bringing it to London, and passing their bills at Edinburgh for

the same. This lasted for a considerable time ; it began to

alter about 1770. The two chartered Banks of Scotland,

seeing that exchange arose from artificial means, began to

think of collecting as much funds as they could to bring to

London of their own. Those funds they lodged partly with

the Bank of England, and partly with iheir own Bankers;
and the Banks then began to reduce the rate of exchange gra-

dually, by beginning at, perhaps, half per cent, or one per

cent, less in drawing on London than the common rate, till

they reduced it to what it has since been.

At the time exchange was most against Scotland, the cur-

rency of Scotland was principally paper, and that to a greater

extent than the natural trade of the country required. After

May, 1766, the chartered Banks of Scotland finding that they

had given imprudent credit to Bankers and their agents to

issue notes, they curtailed them very much, and cut off the

credits of the agents of the country Banks who held accounts

with them. The unfavourable state of exchange commenced
nearly at the time when these extraordinary credits were
given, and the new Banks were instituted- The system of
the chartered Banks contributed to diminish the too great ex-

tension of paper, which was composed partly of that of the

old and new Banks. Mr. Mansfield said, ""
I certainly think

that the over issue of paper was the cause of the high rate of
exchange.'' No inconvenience arose Irom the change of the

system, besides the temporary one of the Banks being obliged

to provide funds in the first instance in London ; on the con-
trary, it has been productive of the greatest good. The (ex-

change was brought gradually to a fixed rate, and has conli-

tion) will not answer any useful end, as to providing a common cir-

culating medium. I know no practicahlity ot tlie consolidauon of the
two Banks; and I do not believe that it would n^c-ct willulie appro-
bation of tne Proprietors or Directors of the hank of Ireland "

—

lb. 134.

Mr. Colville. " Such consolidation would, in no shape, answer
the ]nirj)ose for wliich it is intended, to create a circulating medium,
common to boili tounitits."—lb, 144,
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aiued at that rate ever since llie Banks paid their notes by hilU
on London, at a tixed dale.

Mr. Manslieid farther stated, that he thought the balance of
trade and reniillantes was against Scotland, and that a mutual
communication of trade might exist between the two countries,

w ithout creating any exchange at all.

This evidence of Mr. Mansfield's is of a nature particularly

applicable to the state of Ireland. The evil complained of iri

Ireland is the same as was experienced in Scotland, an excess
of paper. The effects, produced by it in Ireland, are the

same as those winch were the result of it in Scotland, viz.

an unusual and fluctuating high rate of exchange. The re-

medy, therefore, which was successful in Scotland, is one thdt

ought to be successful if applied to Ireland.

Mr. Irving's evidence coincides with this opinion. " I

think a fund being invested in London, upon which the Bank
of Ireland might, at all times, have it in their power to ope-

rate, w ould give them the ability of correcting fluctuations of
exchange. The fund a\ hich would be most convenient to in"

vest, I should consider to be Government securities of Eng-
land, bearing interest, which, at all times, might be converted

into cash, according to the demand ; such as exchequer bills,

I take it for granted, that there is a fund in England to be re*

mitted to Ireland, which, in place of remitting, I would in*

vest in the manner before staled."—Evid. p, 60.

The only difference in the state of Ireland from that of

Scotland, when the chartered Banks first began to lower the

exchange, is this, they had to form a fund in London, at a

considerable expense and some risk; but the Bank of Ireland

may have one to the amount of five millions without any ex-

pense or risk, if the loan for Ireland be invested, according to

Mr. Irving's plan, in tlie Bank of England.

The operations of this plan require to be examined in two
points of view, first, as to its efficacy in maintaining exchange-

at all times, at one steady rate ; and, secondly, as to the effect

it might produce in diminishing the quantity of paper in circu-i

lation in Ireland.

In regard to the first consideration, it would appear neces-

sary, that the Bank of Ireland should be obliged to form a fund

of their own in England, as an equivalent for the expense

which will be saved to them by Government, in the first in-'

stance, permitting the loan to be at their disposal : for were it

not made obhgatory upon them to do so ; and should the

practice of making loans in England be discontinued, and the

restriction of cash payments be further deemed unavoidable, it

inusl necessarily follow that the exchange would again become
fiuclualing and disadvantageous. That any loss would attend

the
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(he forming of such a fund in England is not eillier probable or

possil)Ie, consistent with the fact of a balance of payments in

iavoiir of Ireland.

The evidence of Mr. Coningham corroborates this opinion.

" This project (of obliging tlie Bank o^' Ireland to pay in

Bank of England paper) would not much increase (lie Bank
ol England paper, my reason for thinking so is, that the peo-

ple of Ireland would not have occasion to call for a great

quantity of these notes; for I think the rate of exchange would

instantly fall to such a price as would enable the remitters in

Ireland to purchase bills of exchange on London on cheaper

terms than they could procure the notes payable at the Bank of

England."— Evid. p. 57.

The effect of this plan upon the quantity of paper in circu-

lation, would certainly be an immediate and extensive dimi-

nution of it. The Bank of Ireland would no longer be in a

^iiuation, to issue paper lo whatever extent they pit-ased ; the

power of converting their notes into bills at par on London,

would aflbrd as efficient a control over their issues, as the pay-

ment of their no;es with specie. This control, as it would
operiite to limit their issues, so would it by that limltafiom

operate as a control over the issues of private bank paper
;

and thus a complete remedy would be attained for the de-

preciated state of currency in Ireland, and the high rates of

exchange between Dublin and L»ndon, so long as the paper of

the Bank of England itself remains free from depreciation.

We cannot conclude without apologizing for the great length

of this Appendix to so short a pamphlet. But when it is

considered, that it was first published in the early part of last

February, previous to any investigation in Parliament, and
almost even mention, of the subject, it w ill not appear extra-

ordinary that an attempt to examine into its nature, has been

extremely diflicult, and that any arranged course of proceed-

ing with the in\ estigation of it, has been frequently interrupted

by the necessity of refuting the several arguments that have

been advanced since the attention of the public has been be-

stowed on a similar inquiry. The author has the satisfaction

of observing, that notwithstanding the theory he adopted wa*?

rejected, in the first instance, by the unanim>)U$ opinion of

every person wIkj had, or who had not, considered tiie sub-

ject in Ireland, and was since rejected and opposed by seve-

ral of the most experienced gentlemen, who ga\e evidence to

the Committee, that the correctness of it is most amply sub-

jUntiated by the result of the exertions of the Committee.

• Sec pace 29.

Th9
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The aiitlior has also the farther satisfaction of observing, that

tfiese exertions have been productive of such information as

points out a safe and efficient remedy for the evils which have

been experienced, and cannot close this work without

bearing testimony of the great benefits which have already

been derived from the active and persevering zeal of that

able statesman who proposed, and conducted the proceedings

of the Committee of Inquiry.

APPENDIX (No. 11.)

BALANCE of t>EBT hetivcen the Two Countries, as far as it isf

necessary to 7nake out the same, for the Purpose of the Statement

xvhidi refers to it.

YEARS.
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The following Is an Abridgement of the "Report of the Com-

mittee, As it was too voluminous for insertion, such selec-

tions only have been made as are immediately applicable to

establish the Theory and the Remedy of Depreciation.

Your Committee having reported to the House from time to

time, the evidence and information laid before tliem, are now to

report such observations and opinions as have occurred on the

matters committed to their enquiry ; and they will first proceed

on the exchange between Great Britain and Ireland, which
for the clearer arrangement of so intricate a subject they will

consider under the following heads :

1st. As to the fact of an unfavourable exchange existing,

and to what extent :

2d. As to the causes which have created it

:

3d. As to. the remedies which can be resorted to for

eiiher removing or alleviating the inconveniences

arising from it.

To elucidate the first point, tables of the state of exchange,

for a long series of years, between Dublin and London, have
been produced by John Puget, Esq. from the books of his

house. Accounts have also been obtained of the state of
exchange between Belfai^t and London, for a few years past,

differing from the former sometimes even so far as 10 per cent,

but this difference is fully accounted for. In Belfast the bills

of exchange are purchased by guineas, in Dublin by Bank of

Ireland and other Banker's notes ; and if the exchange be-

tween Great Bi ituiii and Ireland be stated as it actually exists,

where guineas are the circulating medium, your Committee
would be inclined to think that the e>;change is now and actu-

ally has been in favour of Ireland ; but if it is to be estimated

by the rates which prevail where paper is the circulating me-
dium, tbe exchange appears to be now, and to have been
since 1793, uniformly against Ireland, and to have risen to a

degree wholly unprecedented ; the former they would call the

real, and the latter the nominal rate, and the diJference be-

tween them arises, as far as your Committee can form a judg-

ment, from lite dcprcc'utlion of tite circulating paper. They are

the more induced to this opinion by observing, that the varia-

tions in the price of guineas in Ireland, or, in other words,

the rate o\ the depreciation of the circulating paper, keeps

pace in general vvilh the difierence bel\veen this real and no-

minal exchajige. It is true, that some doubts have been en-
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tertained whether the price of guineas has not risen nbovc
their intrinsic value in consequence of their scarcity, occa-

sioned, 1st, by the act imposing a restriction on their issue;

2cJ, by quantities being hoarded ; and 3d, by the constant

demand for them from the north of Ireland, where the pay-

ment 6f rents, purchase of linen, and almost all money trans-

actions, are carried on chiefly, if not solely, by specie ; but

if a person possessed of a guinea can get for it a guinea Bank
of Ireland note, and also two shillings, and if the person who
wants the guinea is forced to give in addition to the Bank of

Ireland Guinea note two shillings to obtain the gold, it seems
evident that the paper being by so much of less \ alue than the

guinea, is by so much depreciated, more especially when ex-

change is the object of enquiry, which between any two
countries is generally, if not always, estimated on the value of

specie or bullion ; and the guinea in England and in Ireland

being the same coin current in eacii country, seems to be
the true standard to which circulating paper should be re-

ferred for comparison of value. It is not to be supposed,

that by any circumstances guineas can be rendered 10 per

cent, higher in Ireland than in England, when the expence
of conveying them from one country to the other does not

amount to 1 per cent, but further, the circulating paper of

Ireland seems equally depreciated when compared with a
Bank of England note ; for though a note of each Bank may-

profess to represent the same quantity of gold, the man w-ho

wants to obtain the latter will find the former as much inferior

in value to it as it is to a golden guinea, and he must give the

same additional sum lo obtain it as to obtain the guinea.

The real exchange, that is, where the bills of exchange are

paid for in specie, as in Belfast, having been stated to be in

favour of Ireland, during the whole of the year, ending 5th

January, 1 803, your Committee will proceed to examine into

the actual state of pecuniary transactions between the two
countries during that year (full documents for the last year not

having been delivered,) in order to see whether, upon the

whole of all accounts for that year, England was to remit a

balance to Ireland, or the reverse; and the investigation will

satisfy those who think the state of exchange depends on the

balance of payments, that the rise in the Irish exchange can-

not be accounted for on the principle of th^t balance.

Your Committee find by Mr. Puget's return, that in that

year, after paying all charges and interest on the public debt

of Ireland, due in London, he ren\itted to the Irish treasury

the sum of 1
, •1-24,8 10/. on account of the surplus of 2,000,000/.

British, borrowed in England, of money for lotteries, small

re-payments for seamen, and other articles. They find, also,

that liie total balance of trade in favour of Ireland, calculated
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according to the current prices (and they do not think them

over estimated) amounted in that year to 9 17, -299/. making

togellier the whole sum to be remitted to Ireland 2,342,109/.

against which there is to be set tlie probabl- amount of rents

and income, and other charges for absentees, about 2,000,000/.

to be remitted by Ireland, leaving a clear estimated ba-

lance in favour of Ireland of 3-t2,109/. but if that balance

of trade be computed upon the principle stated bv Mr.

Marshall as the proper one, it amounted according to his

account to - - - 1,81 6,8 1-t

instead of - . - 917,299

and the difference - - 899,515 being added, will

leave the balance so estimated in favour of Ireland, 1,24-1,62 !•/.

Your Committee are therefore corroborated by these state-

ments, in the opinion which t|iey have ventured to offer, that

the real exchange not only was but ought to have been fa-

vourable to Ireland; and upon looking forward to the present

year they see every reason to believe that it ought to be still

more fav<jurable during the course of it.

They estimate that tlie Account will stand nearly as follows:

Sums to be reanitted from England between the 5th January,

2804, and 5th January, 1803.

On account of a loan made in England "\

for Ireland, of 4,500.000/. Bntish, of ( 5^000,000 Irish,
lotteries, and small re-payments to T
the Irish Government - - J

Sums to be remitted to England for same time.

Interest of the Irish debt and charges

payable in London, about or rather

under - - 1,500,000/. > 3,500,000

For Absentees, about • 2,000,000/.

Making togetl)er

ind leaving a clear balance of - - . 1,500,000 in

favour of Ireland against England, exclusive of all considera-

tions of balance of trade ; but there seems no reason to sup-

pose that the balance thereof, which was 9 17,299/. by one cal-

culation, and 1,81(J,S1 4 by another estimate in Ireland's favour,

in the year stated, siiould so greatly differ as not only to cease

lo be favourable in that amount, but to absorb also the other

balance of 342,109/. or of 1,241,624/. by the latter estimate

Mr. Coningham's testimony here has great weight ; he thinks

" that Ireland ha< paid every thing she owed, eiliier in her

exports or bills of exchange, wliich she drew on account of

those exports, and that Ireland owes as little upon her trade

now, in proportion to its extent, as she has owed at any ono

I 2
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period." Your Committee therefore do not hesitate to ex-
press their conviction, that the real balance of pecuniary trans-

actions will be greatly in favour of Ireland this year, and con-

sequently that the real exchange is and ought to be under
par ; of course they feci themselves compelled to seek, in other

causes than the balance of debt, for the unfavourable exchange
now subsisting between the two countries ; and when they

consider the length of time that it has continued, and its pro-

gressive rise beyond every thing before experienced, and also

that it is unfavourable, not to the debtor but to the creditor

country, they are led to the conclusion, that the balance of

debt, so far as it has operated ; has tended to lower an ex-

change, rendered unfavourable to Ireland by other causes.

2.

—

The Causes of an unfavourable Exchange.

.. • " Under these circumstances the restriction

passed in Ireland ; and to the consequences of it your Com-
mittee must attribute the unfavourable exchange, and all the

high and progressive advances of the rate.

It compelled the Bank to refrain from sending into circula-

lation, gold, the only common medium between the coun-

tries— it gave occasion to the great issue of paper vviiich fol-

lowed to replace llie gold so withdrawn, and removed at the.

same time the best and most effective check against the de-

preciation of that paper, namely, its convertibility into gold

at the will of the holder— it tended to encourage an unlimited

and over-abundant issue, by releasing the Bank from perform-

ing their engagements, and by taking away from tlicm the

former criterion, namely, ihe diminution of their gold, whicli

they were' accustomed to look to forjudging when their paper

became excessive— it promoted a new and unrestrained trade

in paper currency, and excited individuals to speculations

which intcrltred with the steady natural rates of exchange—
the number of speculators so encouraged contrilxited to raise

the price of bills on England, which laeing paid ibr in depre-

ciated paper, the rate of exchange rose proportionably.

The natural and constant effect of an unfavourable exchange

remedying itself by diminishing the issue of paper was also

counteracted by this measure ;—for when exchange is so un-

favourable to a country as !o draw gold out of it, it is obvious,

that, for every guinea drawn out of the Bank, an equal amount

of paper nuist be drawn out of circulation to be paid for the

fuineas ; the re-issuc of paper to that amount must be pre-

vented by the decrease of the stock of specie ; the same cause

will most probably induce the Directors to diminish their dis-

4;ounts, so that the quantity of paper becomes diminished by ^
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ytill jTreater amount tlian the gold dnwn out of the Bank iu

cousequence ot the unflnourable exchange.

Such has been the natural practice of Banks previous to the

resirlctlon ; Mr. Colvilie states it in very clear and forcible

terms, as to tlie Bank of Ireliind. Prior lo 1797 tliey limited

the anK'Unt o! tiieir i>;sues as exchange ro>e. it prudenc liad

not (lii-taled such a course, necessity vvoUld have com pelleda

dimiiuiiioii of issues, by diminisiiing the stock of specie, which
could only be replaced at a loss proportionate to the existing

rise of exchange ; and your Committee observe, that in fact

as well as in theory, the result of such practice always was
and must be the redress of the unfavourable exchange.

But tlie I estriction act freed ihe Directors of the Bank of Ire-

land from that necessity, insomuch that your Committee have,

to observe, that so far from contracting their issues, in con-,

sequence of the unfavourable exchange, they have increased

them, which the state of the exchange would have prevented
them from doing, had there been no restriction to protect

them from the obligation ot paying their notes in cash.

The fact mentioned by Mr. Colvilie, of the exce>sive issue

of paper in 1153 and 4, and the considerable rise of the ex-
change against Ireland which accompanied it, confirms the

position, that excessive issues of paper produce a proportionate

rise in the rates of the exchange; and your Committee are

still further confirmed in this opinion, by observing, that the

exchange immediately became favourable to Ireland, when the

iailure of the Dublin Banks, which ensued, had annihilated

that excess of paper.

The reason is obvious ; the nominal rates of exchange are

influenced by the medium in which the payments are made,
and (he quantity of that medium, necessary to effect a given

Jiayment, must be increased as the value of the medium di-

minishes. This must equally take place whether the payments
are made in a degraded or adulterated coin, or in a depreciated

paper.

There is a circuni'.tancc mentioned by Mr. Marshall, from
Doctor Adnm Smith, which happened in King William's reign,

in the intercourse between London and Holland, which esta-

blishes the point, that a depreciated currency will not fail to

affect the exchange. The British coin was at that time de-

graded in England 2.5 per cent, below its nominal value, and
tlie computed exchange with Holland was '25 per cent, against

Kngland ; but on the reformation of the coin the exchange Ml
to par. If, paper, therefore, by depr<;ciation comes to re-

present a less quantity of money than ii professes to do, it

must make the exchange, which it is lo j)ay, apj)ear unfa-

vourable, in the same manner as coin, in which, it were to be
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paid, would have done if by degradation it should cease to

contain the same portion of gold which it used lo do ; and the

removal of the degradation in the one case, and of the depreci-

ation in the other, would liave the same eH'ect in biinging

the exchange to par, or whatever might be its real ^tate.

That this depreciation in Ireland arises almost entirely, if

rot solely, from an excess of paper, appears highly probable;

and your Committee, in adverting to ihe issues of the Bank of

Ireland, do not mean to decide wliether the Directors of it

might not have had strong reasons for their conduct ; but they

conceive it their duty to call the attention of the House to a
matter of so much importance.

In March 1797, when the restriction took place, their cir-

culating paper amounted to between 600,000/. and 700,000/.

and on the 1st of January, ISOt, it was 2,986,999/.

From 1,000,000/. to 1,200,000/. of this increased paper

consisted of notes of 1/. up to three guineas, which, together

with a small part of the issue for larger sums, may be consi-

dered as chiefly occupying the place of the guineas withdrawn,

so thai if the whole of their paper in circulation, in January

last, be divided into five parts, one will appear necessary as

having existed prior to the restriction ; two are to be set down
us occupying the place of the gold withdrawn ; and no suf-

ficient reasons have been given for the issue of the remaining

two parts, or for the Bank not having diminished its paper,

when exchange rose, in the same manner as they must have

done in case the restriction act had not been in force. The
issues of the Bank of England afford a very different view.

They were, on the average of three months to 25th March,

1797, 10,431,700/. whereof 268,500/. were 2/. and 1/. notes;

and they were, on the 25th of January, 1804-, 17,761,090/.

whereof 4,71 1,150/. were 21. and 1/. notes.

But your Committee are far from saying, that local consi

.

derations, and different circumstances at the moment, might

jiot have had a separate influence on the two Banks ; they

would only add, that exchange began to rise in 1799, and

that the circulation of the paper of the Bank of Ireland was,

as Mr. Colville states, concomitant and extended ivitJi it; and

that upon comparing the issues of the Bank of Ireland with

the rates of exchange, a strong presumption arises of the

connexion between an increased issue and a high exchange.

For in

March 1797. The paper of the Bank was between 6 & 700,000

And exchange in Dublin 5 A to 6 -^i :

April 1801. Paper was ... - 2/266,000

Exchange rose from 1 1 i^ to 13:

1st January, 1804. Paper was - - 2,936,9^9

Exchange rose lo 17 & 18.
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III.—77/e remtdies ofan unfavourable exchangee.

The great and effectual remedy to the high and fluctuating

rales of" the exchange, undoubtedly, would be the repeal iA

the restriction act from whence all the evils have flowed;

the common circulating medium being thereby restored, the

rise of exchange above par would be limited to the expence
of transporting specie, and paper being convertible into

gold, its depreciation would be prevented. The expence
and difficulty to which the Bank, of Ireland and other
banks might be exposed, in the event of the restriction being
taken off, under the present circuni' tances of the exchange,
form however a strong argument against the sudden adoption
of such a measure.

No other reason arising from commercial motives I.a^ sug-

gested itself to your Committee for its continuance in Ireland,

more especially if the real exchange be favourable, as they
have already stated that it must be in their opinion ; but as

its continuance may be connected with political considera-

tions, the discussion of which would involve your Committee
in a very extended and tedious enquiry, they abstain from
entering into the general expediency of removing or con-
linuing ihe restriction at the present time, or into any con-
jecture of the period when it may be expedient.

Such remedies, therefore, as may answer to give redress

during its continuance, are next to be considered; and the

great object of many of those which have been suggested, is

the procuring a common circulating medium in the absence
of guineas.

With this view, a consolidation of the two B:inks of Eng-
land aid Ireland, has been proposed and supported with very
plausible arguments by Mr. Borrovves ; but its expediency,
seems rather problematical.

Other modes of obtaining a common medium, such as tliat

of inducing or even compelling the Bank of Ireland lo give
Bank of England notes in exchange for their own on demand,

-

or to make their own exchangeable for them in London, or
to give bills of exchange on London for them, have been
iuggestcd ; and there is no doubt any of them would have
the efTect of rectifying the exchange. The objection that has

been made to this proposal, is the didi.ulty and expi-nce to

the Bank of Ireland which would attend the procuring a fund

in London on which to draw. On this your Committee ob-
serve, generally, that neither the difficulty nor the expence
attendant on this measure would be so great as that to which
the bank, by its constitution, is necessarily subject at all

timcj when not protected by a restriction from performir.g
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Its engagements ; and that whatever funds theBan\ formerty

applied, or intend ap;ain to ap|.iy, on the removal of the

restriction to provide for the diiti'ulty and expence of ob-

taining a supply of ;. old, might in the interim he applied to

the procuring of Lnglisii Bank notes; the evidence of Mr.
Winthrop points out the practicability of obtaining a suf-

ficient supply of Bank of England notes with such a fund

;

his expression is, that " the Bank ot Ireland^ or any persorv,

may procure Bank notes now to any extent if they will pay
for them." But Mr. Manslield's evidence so clearly .shews

the practical mode of carrying this measure into eS'ecl, that

your Committee cannot impress it too strongly upon the

attention of the house ; it shews, in the example of Scotland,

how etl'eciually a very small sum, vigorously and wisely ap-

plied, did operate, and that banks there did establish an
adequate fund, with ultimate advantage to themselves.

His account states, tliat " there was, after the peace of

Versailles in 1763, an exchange of 5 or 6 per cent, against

Scotland with London, created by persons collecting gold

from the different banks there, bringing it to London, and
passing their bills at Edinburgh for it, in order to put a profit

into their own pockets by raising the exchange. The two
chartered banks of Scotland seeing that this exchange arose

from artificial means, collected as much funds as they could

to bring to London, and by drawing gradually at a half or

one per cent, less than the others, reduced the exchange to

what they esteemed par bills of -1-0 days date ;" at which it

has steadily continued ever since, unaffected by the failure of

the bank of Ayr ; the convulsions to credit in general in

1792 and ]7y.'i; the failures in 1795; and the difiaculties

which caused the restriction in 1797 in England, but which •

was not extended to the chartered banks of Scotland ; and all

this notwithstanding the great presumption, that if an account

of all pecuniary transactions between Scotland and England

could be ascertained, it must have often happened that the

balance v/as against the one country or the other.

This fact gives great force to the arguments of those wit-

nesses who propose that the Bank of Ireland should establish

a credit for the like purpose in London; and the present

peculiar situation oF the Irish finances not only points out a

ready, but an adequate and effective fund, which at the same
time that it gives to the Bank of Ireland every prospect of

success which has attended the measures of the chartered

Banks of Scotland, exempts it from all expence, risk, or

difficulty which might attend it ; for your Committee must

observe, that the Bunk of Scotland undertook to provide this

fund at their o\\ n expence, but the Bank of Ireland has an
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opportunity of establishing it without expence to themselves;

and fu.tlier, it appears to have been suggested to tiie Banks

of Scotland by their good sense and patnoiism, to try the ef-

ficacy of a measure \j;ihout precedent, while the bank of

Ireland has only to follow an example where success has been

already demon Urated by experience.

Your Coinmittec has stated, that the great Loan, and other

smaller sums to be remitted this year fio:ii England to the Insh

government, amounts to 5,000,000/. Irish ; they have also

shewn that there is reason to believe tlie mode ased by the

Irish treasury of bringing over the loans from England has

been preju.licial to the exchange; and the whole weight of

evidence goes to shew it could be much more advantageously

managed by the Bunk of Ireland ; they therefore recommend
that immediate measures should be taken with the Bank of

Ireland for the purpose, and for their cstabUsltiujr an ejcctual

fund in London for drawing on, whereby they may gradually

reduce the exchange in the manner somewhat resembling that

which was adopted by the Edinburgh banks.

Bui all the benefits proposed by this modo of remedies

would be of little avail, and of very limited duration, if it

did not promise at the same time to cure the depreciation of

paper in Ireland by diminishing its over issue ; a conse-

quence which your Committee are firmly persuaded must
follow, the Bank of Ireland's notes being made convertible

into Bank, of England notes, almost in the same manner as if

he restriction ceased, and they were convertible into gold ;

for if the fund in London of the Irish Bank should be too

lapidly drawn on at any tmie, they must limit their issue of

notes to lesson tiie demand on that fund, their notes would of

course lose their depreciation, and become of eqyal value

with the English notes, into which they would be conver-

tible, or in other weirds with guinea-;, while English notes

shall be undepreciated; and your Committee do in express

terms declare their clear opinion, that it is incurabeiit on th»i

Directors of the Bank of Ireland, and their indi pensable

duty, to limit their paper at all times of an untavourablu

exchange during the continuance of the restriction, exactly

on the same j)rinciple. as they would and must have done in

case the restriction did not exiit; and that all the evils of a

high and iluctualing exchange must be imputable to them if

they fail to do so. Your Committee have a proof of the ef-

fect which rendering Bank of England notes procurable in

Ireland would have upon the exchange, bv the great fall of it

from iJublin on London, in the months ot Aiarch, April and
May 1797, wlicn government passed Bank of England note;*
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in Dublin ; and this further benefit will attend the reduction
of the quantity of their paper, that it will operate as a
prepariitive for more speedily removing the restriction on
the l-ank whenever other circumstances shall allow the
measure to take place. Your Committee however do not
wish to be understood as recommending the reduction of the

paper of the Bank of Ireland, otherwise than cautiously and
gradually.

Beforeyour Committee quit the subject of exchange, thef
wish to observe, that if their enquiries have failed in enabling

them to propose any efi'ectual remedy, still a remedy ought to be
sought for by the wisdom of the house, for that a great country,

now placed as Ireland is under the same legislature with Eng-
land, forming a constituent part of the United Empire equally

as England, or any county in England does, its met-ropolis, not

so distant from London as any part of Scotland, Newcastle,
Carlisle or Durham, should labour in its pecuniary intercourse

with England, under a constant varying exchange, which
the others are free from, that the intervention of a narrow
sea, with regular daily packets and speedy means of mutual

transport, should cause an incumbrance in the mutual inter*

change of money, which does not exist where the distance

by land is greater, and the communication by post not more
frequent, nor more expeditious; that there should be no ex-

change ; or an exchange, commuted for a regular number of

days between Edinburgh, and Liverpool, and Bristol, with

London, and that an exchange must exist, or is incapable of

such commutation between Ireland and London ; and that

the evils which this long enquiry have investigated should be
entirely without remedy, are positions so strange, that your

Committee cannot believe them to be founded in the common
nature of things, and must impute, to their own insufficient

investigation, or want of sagacity, the not having pointed

out an adequate remedy, if they have failed to do so. They
will only add, with respect to the money drawn from Ireland,

that remittances to absentees did exist before the restriction

to a considerable extent, without producing an exchange
constantly unfavourable; and that if the high rates of ex-

change really operate as a tax on them, it does not appear
politic or reasonable to continue any such tax, with a view
to encumber the resort of any Irish subject to the seat of go-

vernment, -and to the deposit of his dernier resort of justice,

more than that of any inhabitant of Scotland, or any county of

'England ; and when it is consitlered, that, if in the natural

order of things, undisturbed by such a measure as the restric-

tion on specie, the remittances to absentees, by causing a
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balance of pecuniary intercourse against Ireland, would fore*

an export from thence wherewith to pay it, and restore the

level, it may be fairly concluded, that the absentees, by
bringing over their money to England, force the manufacture

or produce to follow them, which, but for their coming, they

would necessarily iiave caused to be used at home, the only

<lifrerence is, that the produce or manufactures which their

incomes naturally promote, would come to be consumed or
used in England, in the stead of being consumed or used iii

Ireland ; and thus the encouragement to the productive indus-

try of Ireland may be said to operate in both cases, though
certainly the non-residence of men of fortune on their estates,

is in many respects a great and lamentable misfortune to the

country. On the other side of the account, with regard to

the temporary influx of money to Ireland, from loans for

Ireland in England, the temporary remittance of which has

been said to operate as a set-off against the drain of the

absentees, much as they may occasionally tend towards ren-

dering the balance, and of course the exchange favourable,

your Committ^je cannot recommend them as desirable on.

that account. It should ix^ remembered, that the relief they

afford is temporary, while the drain of interest and charges

which they create is permanent, and that the advantages

which the great loan of this year must produce to the ex-

change, by its transmission, ought not to supersede resorting

also to a diminution of paper, as a means of permanentlj'

rectifying the exchange. Their injurious effects go still

farther; each loan, by supplying a means of paying any
balance of debt due to England, interrupts the natural effect of
that debt, to force out export and check import, so as to

allow the money accounts to right themselves, and produce
the proper level; it also, by the same operation, encourages

import, in providing a ready fund wherewith to pay for it

;

and it will appear from the papers before your Committee,
that the imports of Ireland increased during the last fire

years, (in each of which a considerable loan was made) com-
pared with the five preceding years, at the average rate of

J,422,000A the year, and the exports decreased during the

same time, on a like average, in the sum of 239,000/. official

value; while the average annual remittances for the loans,

including some small payments by Mr. I'uget, during those

last five years, was 1 ,406,000/. Your Committee feel with
satisfaction, that this view of tlie injurious effects of the loans

from England, tends to dispel the gloomy prospect of the

distressing and still more increased height of exchange, when
public circumstances shall allow the system of Ireland's raising
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the larger portion of her annual supply by such loans, to be
altered, the suppression of this system will tiien naturally
tend to make her increase her exports and diminish her im-
ports, and bring exchange to par.

JS;^i?r, Printer, Bridge-street, BlacK'frMn,














