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L.—A DiageaM sHowINg ALL 75 WEEELY ACCOUNTS 0F THE BaNE
OF ENGLAND BINCE THE PASSING OF THE DANK Act op 1844, WITE THE
AMOUNT oF Bakk oF Ewxcrawp, Private, 8D JoivT St0cK Banx
Promissony Norgs 1N CIRCULATION DUAING EACH WEEK, AND THE BaNk
Munmuuu Rate or Dhscount.

This disgram was originally published in 1862, and has since been
continned {o the year 1864, so that it now gives two complete oyoles of
the Accounts. There were many difficulties in the way of bringing it
up to the present date, and it waa considered that the subsequent
researchos of Mr. Seyd, Mr. Inglis Palgrave, Mr. Dan, and others, had
made this less necessary.

The following explanatory notes and references were sppended to
the diagram by Mr, Jovous on its publication in 1862 :

CONSTRUCTION OF THE DIAGRAM.—The height of svery
dot above the neareat Base LINE, or above the ocorresponding doti of &
lower curve, exactly represents the required NUMBER OF POUNDS STERLING,
on the Scale of oNE 1NcH to every £10,000,000.

Each of the curves consists of 52 such dote within the year, repre-
genting the 52 wexxry RErueNs. The first dot of each year ia placed
upon the perpendicular line at which the year begins, and the other
dots follow at equal horizontal distances of 3 inch,

According as the weeks fall, there are four or five weekly returna
in each month. By placing s straight ruler parallel to the upright
lines, and over any given dot, the month to which the dot belongs will
be shown on the scale of months above or below. When placed hori-
zontally, the straight edge will show the height of the dot. A pair of
compasses will also serve the parpose,

The rate of discount is showa by the height of a herisontal dark line
above the base line, ou the scale of oNE 1vCI t0 5 PEN CENT.

REFERENCES TO THE CURVES.—The Base wniNes being
denoted by A, F, and M, and the curves by B, C, D, etc., the series of
accounts shown are as follows:

A to E—Total Amount of Noles created by Issue Department.

A to D-—Amount of Notes in hands of the Public,

D to E—Hame as F to G : Notes in the Banking Department, forming
the Banking Reserve.

A to C—Gold Coin and Bullion in Issue Department.

¢ to E—Government Debt (£11,015,100) and other Seonrities, on the
credit of which £14,000,000 notes (in 1844, or £14,650,000 in
1862) are credited in excesa of the banllicn.

J to L—Proprietors’ Capital, with Rest (or Reserved Profite), and Seven-
day and other Bills. (Thesa items, being of no general
importauce, are not separately exhibited.)
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H to J—Public or Government Deposits. .

F to H—Other or private Deposita. (Thus F to J shows the Total
Deposits).

F to J—Total Deposits.

K to L—Government Securities, with the small amount of Gold and
8ilver Coin in Baxking Department.

G to K—Other or private Secnrities, Bills, ete.

F to G—8ame as D to E: Notes in Banking Department, Banking
Reserve, or Capital available for Loans.

M to N—Amount of Notes ol Private or Country Banka in circulation.

N to O—Amount of Notes of Joint Stook Banks in cirenlation.

M to O—Total amount of Notes (other than those of the Bank of
England) in circulation in Eogland and Wales. (The circu-
Iation of Scotland and Ireland is not shown in the diagrem.)

A to B—Minimum Rate of Discount (on advances npon first-class Secu-
rities) at the Bank of England.

AGCCOUNTS OF THE BANK OF ENGLAND are published
weekly in the London Gnzette, and reprinted in most of the Public
Journals, as in the following example:

An Acocunt pursuant to the Act 7 sud 8 Victoria, oap. 32, for the
Woeeak ending Wednesday, March 5, 1862,

ISRUE DEPARTMENT,
Notes isaued . , £29,472,645 | Government Debt . £11,015,100

Other Securities . 8,634,200

Gold Coin and Bullion 14,822,845

Bilver Ballion . . -_
£20,472,645 £29,472,645

BANKING DEPABTMENT.
Proprietors’ Capitel . £14,653,000 | Government Securi.

Reat . - . 3,656,299 ties {including Dead

Pablic Deposita (in- Weight Annuity) . £11,210,541
cluding Exoheqner, Other Seonrities . 18,384,800
Saviogs Banks, Notes. . . . 8,941,805
Commissionera of Gold and Silver Cuin. 851,253

National Debt, and
Dividend Accounts) 6,755,287

Other Depoeits . . 13,787,507
Seven-day and other
Bills ... 886,208
£39,386,389 £39,386,389

{Signed) M. MARSHALL,
March 6. Chief Cashier,



x LIST OF DIAGRAMS.

Previous to 3lat October, 1857, the nccounts were made up for the
weeks ending Saturday. The collected ancounts ars in the Report of the
Select Committes on the Bank Act, 1857, Appendix, in the Journal of
the Statistical Sooiety, the Banker's Magasriae, sto. ‘The accounts for
the period of 17 years, 184561, when printed at length, contain about
113,000 figures, all the useful results of which are seen st & glance in
tha above disgram. The numbers actuslly represented above contain
more than 20,000 figures.

CONSTITUTION OF THE BANK.—-Ths celebrated Aot of
Parliament, 7 and 8 Viotoria, cap. 32, under which the Bank of England
is now managed, wae devizsed by Sir Robert Peecl, on the views of Lord
Ovaerstone and others ; it came into operation on September 1, 1844.

Assuming that the Bank of England Note Circnlation cannot posaibly
fall below £14,000,000 (to which smonat, however, must be added two-
thirds of any amount of Private or Joint Btock Bank Issues which may
lapse after the passing of the Act, this addition being in March, 1862,
£650,000), such amount of notes is issned apon the ¢redit of securities,
of which the debt due by the Government to the Bank forws the chief
part.® Any farther amount of notes is issued only when demanded in
exchange for gold ballion of equal value at the constant price of
£3 17s. 9d. per standard cuuee, this gold being retained until demanded
back in exchange for notes. The smounnt of the currency thus varies as
if gold coin only were in use. The Tssue Department, which manages
these transactions, is in effect s Government Bank of Issue. The Bank
Directors in conduocting it exercise no discretion; they are merely
administrators or trustees under the Act of Parliament.

The Banking Department acte with the same freedom and ou the
sams principles as any other bank, doe regard being bad to the vast
megnitude sod influence of its transactions. As the Bank of the
Government it receives the revenne, and wmanages the transfer and
peyment of dividends on the National Debt. To the public in general,
it performa the uanal functions of a bank, but does not pay any interest
on deposits. Among its principal customers are the other Banks of the
country, as well as the Clearing House, or Associastion of London
Bankers. Thewhole monsetary system of the kingdom ia thus centralised
in the Bank of England, the accounta of which furnish the best possible
index to the condition of commercial affairs. -

{® In September, 1883, the Bank of England Fiduciary Issus had
inereased to £15,750,000 ; but the Total Authorised Fiduciary Isanes of
the United Kingdom had declined from #£32,073,350 in 1844, o
£30,671,010 in 1883, or about £1,400,000. Meanwhile the total actunl
note cireunlation hae increased from about £37,000,000 in 1844, to about
£41,000,000 in 1883 ; and the gold ciroulstion from about £36,000,000 in
1844, to abont £110,000,000 in 1883. (f. Pulgrave, Notes on Banking,
p- 49; snd Journal of Bankers’ Institute, December, 1883.]
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QUARTERLY VARIATION.—The payment of the Dividends of
the National Debt, on Jaununary 5, April 5, July 5, and Qctober 5, causes
the following variations soon after the above dates

1. A rapid decrease in the Government Deposita—H to J.

2. A decrease in the reserve of notea—F to G.

3. A decresee in the privale securities—G to K,

4. A slight decrease in the bullion—A to €.

5. An increase in the private deposita—F to H.

6. An increase in the note circulation—A to D, M to N, N to O,

The reserva of notes, or capital available for loan, is ususlly least at
. the end of autumn, and is often much reduced during the spring.

RATE OF DISCOUNT.—In determining the Bank minimum rate
of discount, the Directors slowly follow the general course of the open
Market. (Evidence before Committeo of 1857.)* In the above diagram
it is seen that the rate (A to B} varies inversely as tho reserve of notes
available for discount, but the private securities (G to K), or amonnt
actnally advanced on discount, i weually greater as the rats is higher.

STUSPENSIONS OF THE ACT.—On Ociober 25, 1847, and
Novamber 12, 1857, the reserve of notes (F to G or D to E), or loanable
capital, was no much reduced and so rapidly diminishing that its
complete exhanstion wes obvionsly impending. This wae the natursl
resalt of the state of trade in previoua years, and was totally unconnected
with the Act of 1844, which placed the note circulation on s secure
foundation.

. But.on the daye named, the Government nndertook the rezponsibility
of suspending the Act of Parlisment so long aa the rate of dissount
sbould remasin above 8 and 10 per cent., in order that the exceplional
issue {or the possibility of issue) of an unresiricted amount of paper
money might enable the Bank to remedy the temporary dearth of
capital. The provisions of the Act were broken only on the latter
occagion. So securs, indeed, waa the position of the Bank, that the
convertibility of the notes was not in the slightest degree endangered
during either of these severe crises.

I[.—A DisGBAM SHOWING THE PBICE of THE ENoLsE Fonps, tae
Paicz or WaEsT, THE NUMBER 0F BANERUPTCIES, AND THE Rare oF
DiscoUST, MONTHLY, SiNCE 1731, g0 FAR A8 THE SANE EHAVE BEEN
ASCERTAINED,

This disgram also was originally published in 1862. It has since
been brought up to date, with the exception of the curve showing the

[*¥ This atatement ecarcely gives an adequaie account of the present
policy of the Bank, The Directors bave to consider, first, the state of
the e, and the probable future demands upon it ; and secondly,
the interests of the Bank Shareholdera. It is understood that the fivat
consid]emtion ia paramount with them. The Market usually followa the
Bank.
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number of bankruptecies. The attempt to complete this curve was
abandoned, for reasona which are given below.

The following explanatory notes and references were appended to
the diagram by Mr. Jevons on its publioation in 1862 :

CONSTRUCTION OF THE DIAGRAM.—The required price or
number for each month is represented on a certain soale, by the height
of a dot above the Bask LiNe. The dot for Janusry is placed upon {or
close after) the perpendioular line at which the year begins, and the dota
for the succeeding monthsa follow at hiorizontal intervals of v inch, being
joined together so as to form & cnrve. The month to which any dot
spplice may be ascartained by counting the number from the beginning
or end of the year. The height of suy dot may be learnt by referring
with & pair of compaases, or a ruler placed horizontally, to the scale et
the side.

The diagram exliibits at a glance all the reanlta of tabolar statoments
containing more than 12,000 figures,

PRICE OF 8 PER CENT. FUNDS OR CONSOLS (cclonred red}
is shown on the acale of § inch to £10 per £100 of Stock. The priceis for
mongy ; an sversge prios or a medinm quotation for each month is taken,

In 1751 several separate Stocks bearing wn interest of 3 per cent.
were united into e single Stock, then amounting to £0,137,821, called
the 3 per oent. Consolidated Annuities or Consols. On March 31, 1860,
the Consolidated Annuities amounted to £400,637,849, forming more
than half the National Debt.

From 1731 to 1802 the gnotations are from tables in Sinclair's History
of the British Revenne, compiled from the books of the Stock Exchange,
1803~44, Averages deduced from tableg in Gentleman’s Magazine.
184455, Tooke’s Hist. Prices, 1856, eto., Stat, Tables of the Board
of Trade, Stat. Journal, ete.

PRICE OF WHEAT (coloured bine) ia shown on the scale of 4 inch
to 10 shillinge per imperial quarter.

From 1731 to 1758, the price is the monthly quotation for the London
Market in the Gentleman's Maguazine.

1771 to 1792. The monthly average price in London, published in
the London Gazette, under the Act Geo. I cap. 39, and other Acts.

1793 to 1837, the monthly average price in England and Wales, as
published in the Gazette, and compiled in Tooks's History.

The whols of the above prices have been reduced to the uniform rate
per imperial quarter, for the purposea of this disgram.

After 1837, the monthly Gazette price as given in the Parliamentary
Papers, the Statistical Abstracte of the Board of Trade, the Statistical
Journal, etc.

The prices are not corrected for the depreciastion of the currency
from 1800 to 1820, during the stoppage of specie payments. In 1814
the depreciation was a2 much as 25 per cent.
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NUMBER OF COMMISSIONS QF BANKRUPTCY, published
in the London Gazette during each month, is shown on the scale of one
inch to 100 bankruptcies in the month,

Tables in Chalmers’ Estimate {p. 281) contain the data for the periods
173641, 174449, 1752-57, 176264, 1772-74, 1778-84, and 1791-93. For
most of the intervening years the numbers have been obtained from the
monthly lists of baankrupts in the Gentleman’s Magazine, but the
resulta are not quite complets or accurate. From 1808 the numbers
have been compiled from the Anunal Register. Up to the end of 1836
they refer to England and Wales only; afterwarde to the United
Kingdom,

The new Bankruptoy Aot came into cperation on Qotober 11th, 1861 ;
during the few next monthe the bankruptcies were temporarily four
times more numeroua than during any previous like period.®

MINTMUM RATE OF INTEREST OR DISCOUNT IN
LONDON (coloured red) is shown by the height of a thick horizontal
line above the BasE LINE, on the acale of one inch to 5 per cent. per
annom. The Rate 1824-50 in the Minimum Rate in the open
Market as actually charged at the beginning of each month at the
house of Overend, Gurney, & Co. These accounts were first com-
piled and published in part by Mr. Joplin; they were afterwards ex-
tended snd printed in the Report of the Committes on the Bank Act,
1857, in Tooke's History, &c.

After May, 1857, the Minimum Rate of the Bank of England ia
given,

The true rate of interest during the earlier years cannot be asper-
tained, owing to the operation of the Usury Laws. The slight variation
from 1826 to 1830 is from the eame cause. During nearly the whole
period from the beginning of last century until 1824, the rate of dis.
count on private bills at the Bank of England was 5 per cent.

REMARKH.—The price of the Funds ae above exhibited forms a
sort of patural register, in which is marked the effect of every politicsl
event and every commsercial flnctuation upon the walna of property
and the general prospects of the countiry. .

In the first ha!f of 1sst century the 3 per cent. Funds bore a higher
price than st any subsequent period. In June, 1737, they were quoted
at 107. The highest price which 3 per cent. Consols have obtained waa
106} in December, 1752, shortly after their formation, These high
pricas appesar to be dae to the very low rate of interest, and the sluggish
and anprogressive condition of trade in those times,

Until within the last 40 years the chief fluctuations in the Funda
were cansed by the great wars in which the kingdom was engaged, and
the foar that the country could not bear the pressure of the debt in-
owred. The lowest price of Consols waa 47} in August, 1798 (Van
Hommer's Tables,)

[* Seo Note on the Bankruptoy Curve appended below.]
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In later years commercial canses have chiefly governed the value of
the Funds, and perioda of great apeculation followed by periods of
depression and bankroptcy have left atrong marks, especislly daring
the years 1823-26 and 1842-48.

On examining the above diagram from the year 1824, it will be
obviona that a rise in the rate of discount ususily follows a rise in the
price of wheat. This is explained by considering that wheat, being the
principal article of food, consztitutes the most important part of the
capital of the country. Its scarcity should naturally be followed by
the indications of & scarcity of capital. But of oourse many other
eanses conocur with the productiveness of the harvest to determine the
supply of capital at any period. From an examination of the diagram
at the periods 1822-26, 1833-37, 183840, 184348, 1852-45, and
1858-61, the following would seem to be the usuml course of &
commersial fluctnation. A low price of corn, low rate of interest, with
few bankruptcies, and a high price of the funds, lead to the employ-
ment of oapital in vast undertakings at home snd abroad. Capital
gradually becomes less abundant compared with the demand, and in
the revolation of the seasons, the scarcity is snddenly increased by a
failure of the harvest, and & rise in the price of corn. The rapid ascent
of the rate of interest is necessarily followed by a sudden floed of
bankroptey, and a general revulsion of credit, which brings incal-
culable loss and dissppointment apon all classes.

The revuleion of 1857, being the secoundary effect of failures in tho
United States, is exoepted from these remarks. The same is partly the
case with the commercial difficulties of 1839-40.

{Note on the Bankruploy Curve.—Serioua difficulties presented them.
selves in the attempt to continue this carve, as the available dats from
1861 onwards were examined. Mr. William Storr, who had kindly
undertaken to prepare the data, therefore applied for advice, as to the
best method of dealing with them, to the late Comptroller in Bankraptcy,
Mr. Manefield Parkyns. Mr. Parkyns very generously offered to render
any asaistance in his power towarde the completion of the ¢urve; but
at the sams time gshowed that the difficulties in the way were snch that
the work could not be satisfactorily executed. His letters not only
explain the nature of these difficulties, but throw so mueh light on the
snares which await those who woold rashly handle Engliah Bankroptoy
Statistics, that, with his kind permission, extracte from them are here
appended :

“Tables purporting to give the annual number of inaolvenciea since
1862 have led to considerable mieapprebension, from want of regard
to the effect of changes of the law, which, without necessarily at all
sfecting the amount of insolvency in the country, have largely affected
tbe number of insolvents under the Bankruptcy Act.

* For any purpose of comparison between the number of cases now
and prior to 1870, not only the changes of the Iaw above referred to,
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bat an apparently small change in the mode of gazetting, must be
carefolly considered. 10,000 cases now shown by the Gagette mesn,
probably, no more insolvencies than 8,000 irr the Gazetts before 1870,
Then arrangements and compositions were not gazetted till the re-
quired assents of creditors had been obtained. Now the debltors’
petitions are gazetted ; and of late years about 2,000 per snnem have
come to nothing, the debtora having failed to obtain the required assent
of the creditors.

“T fear your difficulties are even more insurmountable than 1
imsgined. The author's note is easily explained. He had only ob-
tained for the chart the gazetted cases in the then Bankruptey Court;
that is, probably not one-tenth of the then cases, such as would now be
gazetted and dealt with by Mr. Seyd, ete. In those days there was a
separate Court for what was then termed insolvency,nnd there were, as
now, several thonsands of assignmenta and compositions with creditors
sonually. The Act of 1861 abolished the Insolvent Court; ‘insol-
venciea’ became ‘ bankroptcies,’ and the assignments and compositions,
also brought into the Bankruptoy Court, have been gazetted, For
example, the chart seems to give about 800 to 900 cases for the year
1853. If all arrangements, ets., and atiempted arrangements, had been
gazetted then as now, there would probably have been, with insol-
vencies, about 11,000 to 12,000 cazes gnzetted in that yesr. About
7,000 assignments and compositions with creditors in tha{ year were
agtoally carried.

“Your suggestion of 1,000 instead of 100 cases per inch would
probably mest the guestion of space; but you would deal with casea
of altogether differont character, which would need to be explained.
I think yom will see clearly that I cannot assiet youw, as I would
gladly have done if it could have been posaible to perceive how.”

The reader will find in the diagram facing p. 220 a representation of
the bankrupteies in England and Wales for the years 1867-81; and
curvea showing the annunal varistion of bankruptey will be found in
another diagram facing p. 11.]

~



PREFACE.

Towarps the end of 1881 my husband collected the following
papers, with the intention of publishing the volume in the
spring of 18582 ; but the state of his health, combined with
the pressare of other work, obliged him to proceed more
alowly than he bad hoped to do, and he therefore postponed
the publication until the antumn. When he laid the book
aside, hoping to resame work upon it in the antumn, he had
seen all but the last two papers through the press; but the
manpuscript of the concluding one was still unfinished, snd
the Introduction, which was to have been & long and
fall one, bringing up the results of the papers to the
present time, was hardly commenced. With regard to the
Bibhography, though the greater number of the entries had
been written out, there was still a good deal of arranging
and of verifying references to be done; and omly about
one-third of the Index was made.

Several of the diagrams had been originally published
with the papers, and most of the othera had merely to be
reduced from the large diagrame prepared at the time the
papers were read. The diasgrama relating to the Bank
Accounts, however, having been prepared in 1862, at the
time the first paper was read at the British Association,
did not contain the results of the Tables relating to the
later years; they have therefore been entirely re-cast by
Mgz. MassoN, of ‘“ The Statist.”” I may add that Me. JEvons
had begun to prepare a diagram on the price of wheat at

- Delhi from 1783 to 1836, but only outlines, ineufficient to
b
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indicate the plan of it, were left, and therefore it could not
be carried ont and inserted.

It would have been quite imposasible for me to have com-
pleted the book myself; but when I accepted Mz Foxwsrr's
most kind offer of help, feeling sure that to no one else
would my husband have so gladly entrosted the completion
of his book, I had no idea of the labour which I was
imposing npon him. I did not then realise the difficulties
which must be met with in taking np another’s unfinished
work, nor how much time and patience would be needed
to overcome them. Though it is impossible that the book
should be guite all that it would have been if my husband
had lived to finish it himself, I cannot sofficiently express
my thanks to Mg. Foxrwer. for having spared no pains to
bring the work o completion in the way which the Aunthor
would himaelf have wished.

HARRIET A. JEVONS.

2, Tes CHEEsTNUTS.
HaxrsrEaD.
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Trr circomstances in which the present volume of papers by
the late Mr. Stanley Jevons is offered to the public have been
partly explained by Mrs. Jevons in her Preface to it. In thia
short Introdnction, which, at her request, I have gladly under-
taken to write, T shall have little to edd to what she has there
eaid, in regard to the history of the volume; but I shall
attempt to give some asocount of the general natnre of the
papers it contaius, and to point out some considerations which
go to show their uuique value o the economic and statistical
world, and the opportuneness of their present collection and
publication.

Those who had interested themselves in the recent de-
velopment of economic sciemce, whether on its theoretic,
statistic, or administrative sides, must have been well awars
that it received a severe check by the lamented death
of Mr. Jovous in August 1882, But probably only a few of
his more intimsate friends were conscious of the full extent of
their loss. For some years, Mr. Jevons had been concen-
trating himself with ever.increasing interest and intensity
npor his economic studies, His book on the Stats in
Relation to Labour was one indication of the new lines of
inquiry on which he was entering, and was full of promise
of the important service his eminently wise and healthy judg-
ment might have rendered in the treatment of the difficult
social problema which now press for solution, Another direc-
tion taken by his many-sided activity was historical research

b2
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and bibliography. In his brilliant article on Cantillon,* and
in the last paper of this volume, he has left us sufficient
evidence of what he conld have done as an historian. To
Bibliography he attached great value, regarding it as the
instrument of Historical stody, the economiser of scientific
Iabonr, and an important help to the formsation of a solid
and instructed judgment. In the List of Works on Money
appeuded to this voleme we have the first-fruits of his labours
in this department. He had hoped, at no distant date, to
give a eimilar list of works on other brauchee of economic
science,

These various studies, however, were but subordinate to
one principal enterprise, towards which his later work and
thoughts had been steadily converging, and for which both
the time and the man certainly seemed ripe. He had planned
and partly written a great Treatise on Economics, which
was, a3 he boped, to be the achievement of his life, and in
which he would have worked up the immense store of
clasgified materials which he had been accumulating for more
than twenty years. He had norivalled qualifications for the
task he had set himself; his death, when he had just fairly
set out upon it, falls on many of us with all the weight of a
personsl and irreparable loss.

It would seem as though before making this fresh start
Mr. Jevons had been desirous to collect and review his already
accomplished work, For he had begun to arrange for the
reprinting of two collections of his papers; those on social
subjects, which were published by Mrs. Jevons last year,t and
those on Currency and Finance, which are contained in the
present volume,

The delay which has intervened in the publication of this
second volume is due to several canses. Besides the diffi-

* Richord Cantillon and the Nationality of Political Econemy, Oont.

Rev. Jan, 1881. )
4+ Methods of Bocial Reform. Maomillan and Co, 1883,
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culties inseparable from an attempt to gather up the scattered
threads of another’s work, suddenly suspended, unexpected
obstacles were met with in the preparation of the diagrams,
some of which are very elaborate, and all of such a character
as to require great precision of execution. Constant and
unforeseen engagements have also prevented my devoting to
the work as much time as I could have wished, and this
has further retarded its appearance.

But if the time of publication had been deliberately
arranged, instead of being the resnlt of adverse circumstances,
it conld bardly have been more opportune. Never, as we shall
goe when we come to consider the several papers in detail, has
more general attention been directed to the subjects of which
they treat. And while few of the papers have lost any of
their significance by the lapse of time, they have all gained
immensely by unity of presentation. It may thna safely be
said that though some of them are now twenty years old, they
will be read with wider and keener interest to-day than they
were when they first appeared.

It is obvions, however, that in a republication of this kind,
an Introdection is required, and Mr., Jevons had begun to
write one. A he observes at the outast, * in reprinting in a col-
“lected form & series of papers, tracts, and letters previously
““published duoring the last twenty years, it was desirable to
“ prefix some sort of Introduction tending to show the bearing
“of these papers upon each other, and to bring up their contents
“ to the present day.” Ouly a few fragmenta were written of
these projected * introductory discussions.”” It would appear
from them that Mr. Jevons had intended to give an account,
first of the general contents of the volume, and then of each of
the separate papers, with comments and completions to date.
In attempting to furnish snch sobstitute as I can for the
Introduction thus planned, I shall devote myseli chiefly to
explaining the nature of the inquiries undertaken, and their
relation to one another. As to comments, any that I shall
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offer will be very brief, and will be directed principslly to
pointing out the value and significance of the papers to which
they relate; and I shall, as far as possible, incorporate with them
what has been left by Mr. Jevons, The papers themselves, as
printed in the text, are fortunately for the most part brought
up to date, so that little remains to be done under this head.
How far this is the case will more fully appear after the
description of the contents of the volume, to which I now
proceed.

To & great extent, as Mr. Jevons says, the volume consists
of reprints of already published papers. Most of these
originally appeared in the journals of societies, and were not
very accessible to the general student, and those which had
been separately published were out of print. Their re-
publication therefore in & collocted series is a great con.
venience to the economist. 1t cannot fail, too, by the view it
affords of the singular consistency and steady development of
his opinions, greatly to enhance the already first-rate re-
putation of Mr. Jevons. The general reader, who is not given
to hunting up Transactions, will be impressed by the con-
tinuous series of inquiries, pursned throngh so many years of
distracting occupations; and even the special inquirer will
scarcely be prepared to find that the papers he has studied as
isolated writings arrange themselves in such a perfect and
fascinating organic whole. There is, so far as I have observed,
only one important case in the whole series of papers, in which
Mr. Jovona allowed himself to make a prediction which has
not been verified by the subsequent course of events* while
cases of confirmation and unexpected consilience are numerous.

But the volume i by no means simply a collection of
reprints. The unfinished Paper XIV., which, with its Ap-

* Ses p. 64. It i worthy of notico that in this case he was misled by the
mechanical teaching of English economists on the snbject of money, teaching
which Jed him to ignore the stimulating effect on trade of an increase in ite
quantity.
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pendix, contains the Author's latest viewa on Bimetallism,
together with Paper X., on an Ideal Currenoy, are now
printed for the first time; and of the letter which forms
Paper XTI, orly a part has been previously published, and
that in a French translation. A new Note on Gold Pro-
duction is appended to Paper IL; to Paper V. elaborate
Tables have been added, bringing the analysis of the Bank
Accounts up to date; and a Postscript has been added to
Paper VII. Of the eighteen smaller diagrams, all except
those which illustrate Papers II. and III. are now published
for the first time, though some of them, drawn upon a large
scale, had been used by the Author to illustrate the papers
when originally read. Of the two large diagrams, one has
been brought up to date, and the other has been so far
completed that it now givea two complete decennial cycles
of the figures. The valuable Bibliography, extending over
50 pp. of donble colamns, was also compiled expressly for
this volume. And a very full ITndex has been added, which,
under certain headings, has been made analytical,* in the
hope that the absence of the Author's analysis of the various
papers in his proposed Introduction might thus be partly
compensated.

The general contents of the volame are thns described by
Mr. Jevons: “The papers fall into two groups, the first
‘ comprising Papers L to VIII,, treating of prices, commercial
* fluctuations, crises, &e. ; while the second, comprising Papern
“IX. to XIV., treat more strictly of Currency, including the
¢ lapsed subject of International Currency,the burning guestion
““ of Bimetallism, and technical questions relating to the age,
* weight, and cost of the gold metallic carrency.” (The course
of events, bringing with it the prospect, at an early date, of a
great re-coinage, has raised the “technical guestions’ here
referred to, to a degree of immediate interest and contro-

® Bee o.9. under Biwotallinn, Crisis, Goid Correnay.
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versial heat, which makes the question of bimetallism for the
time seem cool and speculative by comparison.)

The two groupe of papers thus characterised, though the
distinction between them is real and well-marked, have some
equally real points of contact. Beginning with commercial
flactuations, which are indicated by prices, we pass naturally
to the condition of the cnrrency, the instrnment of price, and
g0 to the consideration of the ideal currency, and the ques-
tion of bimetallism. And the varions subjects thus related
throngh the notion of Price, are further connected by the
fact that they all (bimetallism not wholly excepted) admit of
freatment by exact and statistical methods. The introduction
of exact treatment inte economic investigations was a matter
to which Mr. Jevons attached great importance, and in regard
to which the publication of this volume may be expected to
have considerable inflaence. It may, therefore, be of intereat
to quote what he has written in reference to this point, un-
finished thongh the sentences are.

“These papers,” he says, in language which recalls the
memorable words of Sir William Petty, two centuries before,*
“are, throughout, an attempt to substitute exact inguiries,
“axact mumerical calculations, for guess-work and ground-
“less argument . . to investigate inductively the intricate °
“phenomena of trade and industry. . . . Perhaps, one
““ might say that theory is all-important; and yet fact is all-
““jmportant alse. . . Facts alone withoat theory are mere
“ disconnected records. . . Again, anything, it has been
“gaid, may be proved by figures. What we want are facts

* *“The Method I take to do this is not yet very nsusl, for insteed of waing
only Comparative and Buperlative words, and Intellectual Arguments, I hare
taken the course (as a Bpecimen of the Political Arithmetiok I have long aimod
at) to expross myself in Nomber, Weight, and Measure.”

Hes Preface to 4 Discourse of Trade sppended to England's Quids to Indusiry,
1863. The Discourse wea published by Lord Shelborne in 1890, after his father's
death, ander the title of Political Arithmetick by which it in usnally known;
end the Preface was then enlarged.
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“carefolly marshalled, . . . It is nataral, moreover, in
“ approaching the difficulties of the moral sciences to look for
“aid and example to the most nearly proximate sciences. The
“nataral methed iz to proceed from the known to the wn-
“kmown.”’ In short, Mr. Jevons, while by no means disposed,
as his Treatise of 1871 shows, to underrate the advantage of the
deductive method when scientifically used, or to attach much
value to the mere empirical adduction of facts, desires to see-
more fully introduced into economic inquiry those powerful
and precise methods of inductive investigation which have
done so much for physical inquiry, and which he has so well
deacribed in kis Principles of Science.® It is to be re.
grotted that he has left ns no more distinct indication of the
particalar inductive methods he regarded as most appropriate
for the purposes of the economist, nor of his general views on
the relation of the historical to the theoretical treatment of
economics. The question of the relative importance to be
attached to these two modes of treatment iz so warmly dis-
puted, and has had so important s bearing on the progress of
economic thought, that 1 will not take npon myself to define
Myr. Jevons’ position in regard to it. The best evidence now
available of his views on this matter is that afforded by his
Introductory Lecture at University College on The Future of
Political Bconomy,t and by his own practice, to the stody of
which the publication of the present volume will prove &
valuable aid.

Leaving these guestions of method, snd turning to the
papers themselves, we find that the first eight, taken in
connection with the two large statistical diagrems, form
continnous stady of periodic commercial flactuations. It
wonld seem from the remarks on pp. 16 and 224, that a

* The Principles of Science, otc. £ wols. Bvo. Maomillan and Co. 1674,
Bee eapecially Books III. and IV.

+ Published in the Fori. Rev., Nov., 1876,
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certain historic importance attaches to the two large diagrams.
Not only were they the first pieces of purely economic work
undertsken by Mr. Jevons, but it seems to have been the
stndy of them which saggested the whole series of his
subsequent investigations into commercial periodicity. Having
before him in these diagrams, conveniently presented for
comparison, sn account of the actual series of commercial
fluctuations extending over long terms of years, certain
periedicities soon forced themselves on his motice. Taking
averages over these long terms for every week, month, and
quarter in the year, Mr. Jevons detected sn unmistakable
monthly, quarterly, and annual variation, which he first
described in 1862, in Paper 1. of this volume. In Paper V.,
published in 1865, he afterwards went more fully into the
proof and explanation of these regular variations, calling
particular attention to the annual variation, better known as
the Autumnal Pressure in the Money Market, of which a
remarkable instance had cccarred in that year.

In the course of these investigations, Mr. Jevons had from
the firet observed the decennial variation, so well known from
the crisis in which it usually cnlminates, and had described it
in Papers I. and 1L, giving some account of its immediate
caunses. Meanwhile, however, the effects of the gold dis-
coveries, which were exciting very general interest, and giving
rige to the wildest speculation, forced upon his notice a
varistion of & very different order, the progressive change in
the value of money: a variation, which though no dombt it
could not well be estimated unlesa the decenmial periodicity
was assumed, and allowance made for it, nevertheless required
to be taken into account before the amount of the decennial
variation conld be precisely meaaured.

Accordingly, in Papers II., III, and IV., Mr. Jevons
proceeds to deal with this, the greatest wvariation of which
economic science takes cognisance, unless we except the
variation from age to age in the return to labour, In Paper IL,
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he estimates the fall in the value of gold from the base line
formed by the average of 184450, down to the date of the
paper {(1863). In Paper IIIL, written in 1865, this period of
investigation having been found too limited to give a gnite
trastworthy result, the inquiry is extended back to the year
1782 ; and in Paper IV., the same inquiry ia carried onwards
to the year 1869 : the results in both cases snbetantially
confirming the original conclugion arrived at in Paper IT.

In the remaining Papers VI, VII., VIII. (1875-79), the
famous papers on Commercial Crises, Mr. Jevons returns to
the investigation of the decennial variation. He seeks to
furnish forther ovidence of ite existence, to asceriain its
precise average length, and to aassign its ultimate or remote
canse. This ultimate cause, 2s every reader will remember, he
attempted, by a brilliant atretch of scientific imagination, to
trace in the variation of the sun-spots, or rather (as he more
carefully states the theory on pp. 235-6), in meteorological
variations depending upon cosmical variations of which the
sun-spot variation is only one index. :

These investigations then present us with a complete
example of the three great classes of economic flnctuations, so
well characterised by Cournot, in his comparison of them to
sstronomical motiona* The large diagrams give us the actual
changes of trade, complicated by every passing industrial
distorbance, and sccidental miscalculation of the markets. - In
Papers I. and V. these minor irregularities having been
averaged away, certain regular variations with monthly,
quarterly, and annnal periods are detected and explained ;

* #“Dans le systdme des valeurs, comme dans les mouvemenia des ocorps
" oélestes, il fant bien distinguer les perturbations passagéres, accidentellos
“ (oomme celles dea comites), ou les inégalités & courtes périodes, dont los
* effets 8o oompensent par le senl lapa du temps, d’avec les variations sdeulaires
“ qui procédent avec une grande lentewr, tonjoure dans le méme seus, on qui ne
*“changent de eene que dans des péricdes de tempa trop longe poar que nous
“ayous Ia prétention de les embrasser dans nos calonls.”— Principes de la Théorie
des Richessss. Paris, 1663, p. 149,
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and the larger decennial variation is analysed in Papera VI,
VIL, VIII. Finally, in Papers IL, III,, IV., we can examine
the great secular variation, the change in the value of money.
It is a beantiful series of studies; invaluable to the atudent,
whom it furmishes with a type of all exact economic
investigation; and of high interest to the historian of economic
theory, in which, from its systematic completeuess, it practically
constitntes a new departure.

Some of the papers constituting this firat gronp call for
special notice here ; and especially the remarkable Paper IIL,
entitled, A Sertous Fall in the Valus of Gold Ascertained, and
its Social Effects set forth. In common with everything else
Mr, Jevong wrote, it has the magic power of arresting and
compelling the attention; and by its singnlar success, a
success better deserved than such snccesses always are, it
Placed its author at once in the firet rank of living economists.
Like Ricardo’s famous tract on the High Price of Bullion, the
only achievement of the sort which deserves to be compared
with it, it boldly grappled with the great question that was
exercising contemporary economic thonght, it attacked it by
meothods which, so far as they went, were sound and conclusive,
and the solution it arrived at met with general acceptance.
Like Ricardo's tract, too, it has made a permanently valnable
contribution to economic theory. It is true that the present
movement of the value of gold is not in the direction of a fall,
but towards a rise. But this does not diminish the importance
of the investigation, which attaches not to its results, but to
its methods; methods that are equally applicable whatever
direction the movement of prices takes. Mr. Jevons was well
aware (see pp. 18-24, 57-59, 120~124), that the method he
nsed was open to objections, and that his result could only be
regarded as an approximation. But he could scarcely have
foreseen the interest which bas recently been taken in the
whole inquiry, or he would probably have returned to the
gubject and pursued it further. A most lively controversy haa
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sprung up, not only on the question of fact as to the actual
movement of prices, but on the question of the method by
which such a movement can be ascertained, and especially on
the meaning and application of an average. Among the
writers who have particularly considered the first of these
points I may refer to Mr, Giffen,! Mr. Ellis,® Mr. Patterson,?
Mr. Goachen,* Mr. Gibbs,* Mr. J. B. Martin,5 and Mr. Cork.”
The question of method has been raised, and Mr. Jevons’
procedure in this paper discnssed by most of these writers,
particalarly by the two latter; and also by Professor Sidgwick,?
M. Henri Chevassus,® and Mr. Edgeworth.

On another portion of this first group of investigations,
contained in Papers I. and V., Mr, Jevons had himself left
some notes, indicsting ita object and practical bearing. The
nctes are very fragmentary, but I will try to connect them so
e3 to convey Mr. Jevons’s meaning. They are written ander
the heading, *“The Key to the Variation of the Bank of
England Accounts’”” “Once a week,” Mr. Jevons observes,
“it becomes requisite to analyse, and if possible explain, the

! The Depreciation of Gold since 1848, 1872, On the Fall of the Prices of
Commaoditiss in Recent Tears., 1879, Ses * Easays in Finance,” 1880. II. and
XrIv.

3 Article in The Statist, June 9, 1878.

3 I the Value of Money Rising, etc.? Jonr, Stat. Soe.,, March, 1880, Vol
XLIM, pp. 1-26.

4 Bpeeoh in Commons Debate, Tues., Feb. 20, 1888, Bse Bxiraot in Jonr.
Inst. Bankers, IV., pp. 182, 183. On the Probable Reaulls of an Increase in the
Purchasing Powsr of Gold. Read April 18, 1888. With Disoussicu, and o
Letter to The Times, May 7. Bee Jour, Inst. Bankers, IV, pp. 276-808.

5 The Gold Question and the Fall of Prices. Origivally published in the
Nat. Bev., July, 1883,

4 Gold v. Goods, Read before the Brit, Aesoo., Sept. 1843,

T What ie the Trus Moeasurs of the allsged Appreciation of Gold? Reed
before the 8oc. 8ci. Assoc., Oct., 1883.

? Principles of Political Economy. 1888. pp. 65-88.

* I’Ktalon Monétaire, Lond. 1888. pp, 45-52,

1 On the Method of Ascertainming the Change in the Valus of Gold. Jour.
Btat. Sov., Dec., 1883, XLVI., pp. 714-718, Also three papers in the Phil,
Mag. On the Law of Error. Oot., 1883, On ths Method of Least Squarer,
Nor., 1888, Ona the Reduciion of Observations, Feb,, 1884
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“ changes of the chief items in the Bank of England acoounts.
““ As bringing to a focus the finanoial transactions of the whole
“kingdom, and of no small part of the world, these accounts
“are beyond doubt the most important of all. . . , It seems
“ gomewhat extraordinary, however, that while thus furnishing
“all kinda of explanations of these changes, financial writera
“ have not taken the simple step of estimating their amount by
“reference” [to the average changes for the particular week in
previons years] “. . . In such matters the great point is
“reference to fact and experience when it is possible to refer
“. ... Nowthe Bank Accounts have been published regularly
“gince”’ [the passing of the Bank Charter Act of 1844] . . .
[Materials therefore have existed since that time for the
formation of the required reference-averages] . . . This was
“*done by me in the year 1861, when I formed average tables of
‘“the Bank of England accounts for the years 1845-61, and
* communicated them to the British Association in 1862. The
“tables, however, were not printed antil the year 1866 in the
“ Jour. Stat, Boe.” [XXIX, p. 251.] “Although they have been
“referred to by Mr. Inglis Palgrave in his Notes on Banking »
[1873, p. 66], “they have remained buried in the volumes of a
% periodical not very easy of reference, and have by the lapse of
“time become inapplicable® [i.e. for purposes of comparison
with carrent retorns].

Mr. Jevons accordingly, with the assistance of Mr. William
Thornely, repeated the calcnlations for the two decades
1862-71, and 1872-81, taking each soparately (see the Poat-
script to Paper V., p. 187). The principal figures in both old
snd new tables have been graphically represented by Mr.
Mabson, of The Statist, in five diagrams, arranged so as to
facilitate the comparison of the three periods treated. (In
fairness to Mr. Mabson, I must remark that these diagrams,
which were carefnlly drawn by him, have soffered considerably,
so far as their appearance and clearness is concerned, at the
hands of the lithographer, The same remsrk applies to the
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reprinting and continuation of the larger diagrams, which was
also done under Mr. Mabson’s experienced direction. In both
cases, every pains has been taken to ensure that the accuracy
of the diagrams has not been impaired.)

Mr. Jevonas goes on to explain the use which ghould be
made of these tables and diagrams. He takes ag an illustration
the weekly account of the Bank of England for 1st March,
1882, which was as follows :—

BANX OF ENGLAND.

Ax Accourr pursusnt to the Act 7th and 8th Viotoris, cap. 82, for the
week ending on Wednesday, the 1at March, 1882.

I88UE DEPARTMENT.

£ £
Noteaisgmed . ., 36,524,135 | Government debt . 11,015,100
Other securities . . 4734900
Geld eoin and bullion, 20,774,185

Hilver bullion . . —

36,524,135 36,524,135

BANKING DEPARTMENT.

£ L
Proprietors’ capitel . 14,553,000 | Government seonrities 13,133,684

Rest . . . 9,782,779 | Other securities . . 25,883,187
Publio deposnta, in- . Notaa . . . 11,507,880
cluding Exobequer, Gold and m.lver coin . 1,006,854

B8avings’ Banks,
Commissioners of
Natiooal Debt, and
dividend nccoonts . 9,135,618

Other depoeits . . 23,853,768
Beven-day and other
bills . . 205242
51,531,405 51,531,406

Dated March 2, 1883. Frawg Mat, Chief Cashier,
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The preceding accounts compared with those of last week
oxhibit :—

In D

&
Cireulation (mludmgbank poat bills) 483 795 -
Public deposits . . . 4?1.?83 —_
Other depaoeita . . . 538,328 —_
Government securitiea . . . 3,341 —_—
Other securities . . . . 1,281,629 —
Bullom . . . . . . 580,789 -
Reat . . . . . . . 3322 —
Regerve . . . . . . 98974 e

On this he remarks, “ Now the average acconnts of 1st
“March, 1872-81, compared with those of the preceding
* week, show the following changes :—

Inoreesa.

2
Circulation (exeleding bank post. bllls) e .. 140,000
Publiec deposits . . ... 570,000
Otherdeposits . . . . . . . . 390,000

[end so on, the results being obtained by subtraction from the
data in Table IX,, p. 109.] . . . “It seems probable that the
“best way of making the comparison wonld be to give the
“increase or decrease for the actual week, and then the excesa
“ of that above or below the averuge*: thus—

{1st March, 1888, Averags of 1872-81. Difference.
Incroase, Incresse,

£ £ f
Circulation, &c. . . 483,795 140,000 +343,795
Public deposits . . 471,783 570,000 — 98217
Other deposits . . 538,328 $90,000 +148,328

That is to say, that the incremse in the circulation for
lat March, 1882, wes £343,795 in excess of the average
increase for that week taken over the period 1872-81; the

* This method has beeu independently advocated in an article on Natural
Bartk Rettirns in the last number of The Economist, April 26th, 1884.
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increase in the public deposits £98,217 less than the average
increase, and soon.] “ Especially is this comparison important
“in the months of October and November, when the drain
““npon the resomrces of the Bank is apt to continue longer
“than is usually expected, thus creating alarm ” {alarm
which a reference to Mr, Jevons’ average results woold show
at once to be unfounded.] ,This particular matter of the
Antumn Drain, thanks especially to Mr. Jevons’ important
paper on the subject here reprinted on pp. 160-194, is
probably pretty well understood at the present time. But
less attontion has been paid to the other regular variations
brought ont by his tables; and it is possible that a close
scrutiny of his averages by financial experts might reveal
some hitherto unuoticed periodic disturbances, less important,
no doubt, but still sufficient to produmcs, in certain conditions,
an appreciable effect on the market.

The three brilliant papers on Commercial Crisee require no
comment for readers who, setting aside any preconceptions,
will observe what it is precisely that the Author maintains
in them. There is no doubt this has been much mis-
understood. The theory propounded by Mr. Jevons does
pot presappose apy saccurate correspondence between the
particular crisis intervals and the solar or sun.spot period.
He only claims that the periodic variation of tropical harvests
ia connected with the solar period, and that this harvest
variation operates so as to stimulate and determine the
naturally rhythmic flactuation of Enropean trade. If this is
not so, what other reason, he asks, can be assigned why
this latter fluctuation, depending immediately on such very
various caunses, should nevertheless show such a curions
regualarity of recurrence, and recur in a period whose average
length, within the limits of error, is identical with that of
the solar spots? Is it more rational to euppose that the
commercial mind is constructed so as to vary, in itse moods of
enterprise and depression, in just this period of 1044 years ?

¢
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The question has been asked again quite recently by
Professor Poynting,f in an able and suggestive paper, to
which 1 am very glad to have this opportunity of calling
attention. Professor Poynting, while conclusively proving
that the remarkable coincidences established by his tablea
cannot be merely accidental, refrains from indicating any
particular explanation of them, contenting himself with the
remark that they  point probably to a common meteoro-
“logical cause.” His paper concludes with a very intereating
note on the process of averaging, as applied to the detection
of periodic fluctuations. In the discussion which followed the
reading of the paper, constant reference was made to the
papers of Mr. Jovons, especially in the valuable remarks of
Mr. Hyde Clarke; but it will not fail to be observed that
much misunderstanding prevailed as to the nature and object
of both inquiries. Practical men are very apt to think that
those who sttempt to discover periodic fluctuations overlook
the number and importance of the fluctuations due to what
are sometimes called accidental, ¢.e., less regular and less pre-
dictable causes, It is scarcely necessary for me to say, for
every page of his works shows it, that this was at any rate not
the case with Mr. Jevons. Probably no single individual
ever accumulated such a masa of material relating to irregular
fluctuations, or was so capable of dealing with it. But he was
far too clear a reasomer to sappose that such evidence of
periodicity as is afforded by these papers, such, for instance,
»a may be seen by a glance at Diagram L, can possibly be
set aside by the process of instancing exceptions, or sefting
forth proximate causes. The trath is that these “practical”
objections, pushed to their logical conclusion, amount to a
denial of the value of averaging altogether, and would confine
us strictly to the observation of izolated and, therefore, unin-
% A Comparieon of the Fluctuations in ths Prics of Wheat and tn tha (Jolton

and Silk Imporis intc Greut Brilain., Read before the Btat. Soc,, Jan. 15, 1884 ;
and published ju the Journal for March, 1884, Vol. XLVIL, pp. 34-64.
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telligible facts. Nay, we should socon want even facts. Com-
mercial facts depend on market price, and are expressed in
general terms. Both market price and general terms are
averages,

In the same discussion, reference was made by Mr, Hyde
Clarke to the probability that some longer periodicity (e.g. &
period of 264 years) might overlie and interfere with the
recurrence of the decennial period prineipally conaidered by
Mr. Jevons, It will be seen that Mr. Jevons admits on p. 224
that the period of 54 years *“is perhaps deserving of further
* investigation.” The difficulty is that materials of a trust.
worthy kind scarcely exist for an adequate inguiry into these
longer periods. 1 may perhaps meantion here that I have
recently met with a scrap of evidence, which, by carrying
Mr. Jevons’ series of crises twenty years back, helps to extend
the basis of inquiry. It is from the first series of the Col-
lection of Letters for the Improvement of Husbandry and Trade,
published in 1681-83 by that very industrious and ingenious
writer, John Houghton, F.R.8. TUnder date of Feb. 18,
1682, he rofers* to a “late storm” in the financial world,
preceded by a rise of interest from 8 to 6 per cent.; and it
is especially deserving of notice that the caumses of this dis-
tarbance were entirely connected with the East Indian trade.
It seoms to have arisen out of a contest between the Company
and the Interlopers, the result no doubt of an old rivalry, bat
probably brought to a head at this particalar time by the
exceptional profitableness of the trade. The incident, there-
fore, goea to justify Mr. Jevons’ opinion (p. 241) of the im-
portant influence of the East Indian trade on the European
Market, an opinion which my own acquaintance with 17th
and ]18th century literature would lead me entirely to confirm.

Jast observing that the comments on the large diagrams
are given eXactly as they were written in 1862—though twenty

* Bes pp. 141-145 of the original quarto edition.
c2
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years’ stndy of the facts they represent wonld no doubt have
led Mr. Jevons to amplify and otherwiss improve them, had he
been permitted to republish them himself—we may now leave
the gronp of papers relating to Fluctuations, and pass on to
the second group, relating to the Currency.

On the first paper of this group, which deals with The
Oondition of the Gold Ovinage, we have fortunately a fow
notes by Mr. Jevons. ¢ The ninth paper,”” he says, “ treats of
“a practical, if not technical, subject, just now coming into
“ gpecial notice—the gold coinage. The purpose of that paper
““was partly to advocate a system of international money,
“ originally suggested by Mr. Hendriks and the late Col. J.T.
“Smith, An attempt was made to throw light upon the subject
“of the collection of new information. A partial census of the
“ goinage was carried out by >’ [Mr, Jevons in 1868, with the
ocordial co-operation of many bankers and other gentlemen (see
Pp. 263), and the results were worked out and communicated to
the Statistical Societies of Manchester {May 13) and Loudon
{Nov.17).] “ The project of international money having fallen
““through, and no attention having been paid to the sabject, the
“ condition of the gold coinage has, as predicted, gone on from
“bad to worse, until it has become almost impossible to ignore
“it any longer. The attention of Mr., J. B. Martin, one of the
¢ Hon. Secretaries of the Statistical Society, having been drawn
“ to the matter, he very recently undertook to repeat upon a more
* extensive scale the censua which I carried ont’ [14 years
before].* “His basgis of facts indeed is not very much more
¢¢ extensive than mine, the govereigns examined being [105,364]
“against [90,474], and half-sovereigns [145,743] agaivst
“ [75,086]. DBut as the half-sovereigna form a minor part of the

* The resclt was commaonicated by Mr. Martin to the Institate of Bankers
on April 19, 1882, in a valuable paper sntitled Our Gold Coinage : dn Inguiry
inlo its prevent Dafsctive Condition, with a view fo its Rsform. ‘The paper mnd
wreport of the dissussion which foliowed will be found in the Juournal for
Jone, 1888. Vol.11l, pp. 297-368.
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“circulation, and are now for the most part reduced to the
“rank of token money, they are of far less interest.

‘“ Although I conld never have sny doubts as to the sub-
“gtantial accuracy of my figures, it is evidently desirable that
“an inquiry of the kind should [receive indepeundent verifica-
“tion]. . . . It may indeed seem somewhal strange that in-
“quiries of this sort, touching matters of direct practical
“interest to the population, should be left to be carried ont
“by private inguirers like Mr. Martin and myself. . . . It
“must, of course, be highly satisfactory to find that Mr,
“Martin confirms, with almost absolute coincidence, the
“accuracy of my determination of the average wear of the
“sovereign, obtaining the result [by a different method, of
#-04825 gr. as the mean annual rate of wear of the sovereign,
“against Mr. Jevons’ result of ‘043 gr*¥] But this ia subject
¢ [in both cases] to the remarks of Dr, Farr.” ¢

Here Mr. Jevons’ notes end. The reader will find further
information on the present state of the gold coinage question
in a paper by Mr. Inglis Palgrave,} and in the Annual Reports
of the Depuaty Master of the Mint for 1882 and 1883. It wonld
appear from the Deputy Master’s Reports that the Mint, after
the recent alterations and renewsls, is in a position * to under-
“take a long and continuous gold coinage,” and “ to meet all
* demanda likely to be made upon it.”” As to the urgency of the
matter, there is now general agreement. The Report of 1883
speaks of “ the unsatisfactory condition of the gold coinage,
“and the necessity of taking steps for the withdrawal and re-
“ coinage of thelarge amountof light gold iu circulation.” Mean-
while, the Institute of Bankers had taken up the question;

* Bee p. 284 of this volume; and Jour. Inst. Bankers, IIL., 810.

+ In his Report to the Inter. Btat. Congreas of 1869. Ses note p. 284 of
this volome,

1 The Deficiency of Weight in our Gold Coinage, with a Propoaal for s
Raform. Head before the Ihst, of Bankers, Feb. 21, 1883. Published with a
report of the discussion in the Joornal for March (No. £}, 1883, Vol IV,
pp. 197-210.
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and at a meeting ou February 21, 1888, it was resolved that
the Council should appoint a Committee to report npon it. In
pursuance of the recommendation of this Committee, the
President of the Institate, on June 19, 1883, made a formal
representation to the Lords of the Treasury, calling their
attention ‘ to the condition of the gold coinage of the Realm,
the deterioration of which has of late years increased in a
marked degree, to the great inconvenience of the public in
general, and to the serious anxiety of the Bankers as a body.” *
As these sheets are passing through the press the announce-
ment is made that the Government propose to take the matter
up without further delay. In his recent Financial Statement,
the Chancellor of the Exchequer explained the plan on which
it is intended to proceed; and is reportedt to have said in
the remarks by which he introduced it that “the question is
“ one of great importance. Since the late Mr, Jevons’ paper
 on the snbject in 1868, the condition of the gold coinage has
¢ more and more occupied the sttention of bankers, the Press,
*and indeed of the genersl public. . . More than half of onr
r existing gold coine are not even a legal tender, . . . To leave
“ matters alone . . . is evidently impossible, aa the evil would
“ only get worse, and the result would be to bring serious dis-
“credit on ovr gold coinage as our instrament of exchange.”
Accordingly the Government propose to graduslly withdraw
from circulation the light gold, substituting in the case of
sovereigns coind of full weight, and defraying the expense
by a seignorage of ten per cent. upon the half-soversign,
which would thus be made actoslly, what Mr, Jevons has de-
clared it to be virtually, & token coin. The withdrawal would
be conducted through the banke; careful provision is made
against fraud ; and, as the arrangement would be permanent,
the futare deterioration of the sovereign currency would be
effectively prevented. Space does not permit us to give the

* Jour. Inst. Bankers, IV., 361,
t+ Tha Times, Friday, April 26th, 1854,
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details of this well-conceived scheme. In considering it and
comparing it with the alternative proposala rejected by the
Chancellor of the Exchequer, the reader will find it instructive
to refer to the discossion on the amount and proper incidence
of the charges of a re-coinage in the already-mentioned papers
by Mr. Martin and Mr. Inglis Palgrave; as well as to an
ingenious argument on the effecta of a seignorage on standard
coin, contained in a later paper by Mr. Martin. *

The tenth paper, on An Ideally Perfect System of Qurrency,
calls for no special remark. It is characterised by Mr. Jevons’
usnal independence and breadth of view., It will be observed
that it agrees with the essay on the same subject by Ricardo
in regarding paper as the natural medium for the main body
of the carrency, and consequently in contemplating the isaue
of small notes. On this latter point, besides the publications
referred to in the Bibliography, the reader will find it worth
while to consnlt the Summary of the Commons Debate on
Mr. W. Fowler's resolution of May 28, 1882, and a
paper by Mr. Fowler,1 read on December 20 of the same
year.

The fonr concluding papers deal with Bimetallism. There
are none in this volume raising more points which one might
be tempted to discuss. But the *“ burning question” is
scarcely one which could be fitly or conveniently treated within
the limits of an Introduction; and bearing in mind Mr, Jevonsg’
humorous description on p. 329 of the usnal results of bi-
metallic controversy, I think it best to be silent on the matter
here. But I may refer the reader to two Reports on the
International Monetary Conference of 1881, the first by the
delegato of the English Government, the Hon, C. W, Fre-

* Beipneuriage and Mint Charges. Read before the Inst. of Bankers, March
19, 1884, Publiehed with a report of the discussion in the Joarnal for
April, 1884. Vol. V., pp. 171-205.

4+ Joar. Inst. Bankers, June, 1882. Vol. I11,, pp. 363-362.

1 Jour. Inst. Baukers, Fob., 1883. Vol. 1V, pp. 75-108.
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mantle, the second by Lord Reay and Sir Louis Mallet, the
delegates of the Indian Government,* in which he will find
some interesting historical matter, and a clear statement of
the principal arguments on both sides : and also to the very
valuable report and collection of documents by Mr, Dans
Horton, referred to in Paper XIIIL, p. 828, and in the Biblio-
graphy, p. 409, And I will ask him not to forget, in judging
of the position taken up by Mr. Jevons, to take into account
his views as to the constitution of the ideal currency of the
future. Whatever opinion may be held as to Mr. Jevons’
conclusions, no one can fail to admire his sagacity and practical
caution, And it will be generally felt that in the author of
Peper X1V, we have lost an economist of unrivalled historical
gifts, under whose touch the driest episodes of monetary
policy or the knottiest points of theory are equally invested
with the interest of romance.

The Bibliography which concludes the volume illustrates
another side of Mr. Jevons' character—his patient industry,
and his consideration for other workers in the same field. Of
course he did not attempt to make the list absolutely complete ;
but with the entries added by Mrs. Jevons, on whom the
principal labour of editing it fell, it is very far the best yet
published; and he thought it might be of service until the
completion of the British Museum Printed Catalogue should
afford facilities for improving it.

A few words in conclusion as to the general bearing of
the volume whose contents we have now glanced at. I have
pointed out that its appecarance i most opportune, so far as
concerns that portion of the public which has a special interest
in the subjects of which it treats. It might be supposed,
however, that so far as general readers are concerned, the
book wonld be more suitable to the times of the Bullion
Controversy or the Bank Charter Debates, than to an age

* Hge Jour. Inst. Bankers, July, 1882. Vol. III., pp. 424-436. The firat
report is printed io fal), and important extracts are made from the second.
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which is principally occupied with social questions, Bui I
venture to think that, on closer consideration, it will be per-
ceived that the study of fluctuations, abstract and theoretical as
it may appear, is most intimately related to the great practical
questions, to which, fortunately, public attention iz now at
length serionsly directed. One of the gravest social evils of
our economical system is the uncertainty and precarionsness
in 80 many respects connected with it, and largely due to the
fluctnations of trade. Let me gnote on this point the views of
Mr. George Howell, one of the ablest representatives of work-
ing-class opinion. “If the science of political economy,” he
gays, “is to be of any practical value, its expounders ought to
“ try and find some means whereby these frequent fluctnations
“ can be avoided, instead of which they only teach men to in-
# crease them, by declaring that wages must be dependent on
* the varationd of ‘ the market,” which may change fifty timea
“‘a day, in go far as the price of the commodities offered for
“‘gale is concerned. Stocks and securities go up and down like
““the notes on a gamat, and in the hands of skilful operators
‘“ they play strange music, which ghould make good men feel
“gad indeed.” * A knowledge of these fluctuations and their
causes is the necessary preliminary to the mitigation of their
disastrons effects; and Mr. Jevons’ unerring instinct for the
practical bearing of theory was never more comspicucusly
shown than in the labour and importance he assigned to this
study. His most characteristic theoretical work, in fact,
divides almost equally into two parts: "the mathematical
analysia of economic conceptions, such as those of TUtility,
Value, and Exchange; and this statistical investigation of
periodic fluctnations, such as the Auntumn Pressare and the
Commercial Crisis; and the part occupied with fluctuations
is neither the less valoable nor the less original of the
two.

Bpace will not allow me to attempt an adequate estimate

* The Conglicts of Capital and Labour, p. 226, Chabto aud Windus, 1878,
d
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of the general value of Mr. Jevons’ work, nor of the position
which it will occupy in the history of Political Economy.
But I do not think it too mnch to say that the fature
historian of the science, in reviewing the development of its
theory up to the present time, will trace the main sources
of its advance in the writings of four men, each of marked
genine—Petty, Cantillon, Ricarde,* and Jevons; and of these
foar, the name of Jevons, though last in order of time, will
not, I think, rank last in order of fame.

If it is with the advance of theory we associate Mr. Jevons,
rather than with its social applications, this is not so much
because he has mot given abundant proof of his power in
this latter department, as because until lately his attention
had been less directed to it. In his union of high speculative
ability with the greatest reserve and sagacity in the treatment
of practical problems, Mr. Jevons is a conspicuous example
of the truth of Cournot’s defence of theoretical study in his
great work of 1838.+ Cournot urges that those who are
most concerned for the precision of their principles will be
most sensible of the limits of their application, and therefore
the least unpractical in iheir treatment of real questions.
The reader who compares the exact researches in the earlier
papers of this volame, or in the Theory of Political Economy,
with the cautious and balanced papers on Bimetalliam at
ita close, and with the admirably wise essays in the Methods
of Social Reform, will have the best possible illustration of
the justice of Cournot's contention. Nor wili he be likely
to think that the bigh opinion I have above expressed of
the singular and varied ability of Mr. Jevons is merely due to
the partiality of acqnaintance, ov to the special opportanities

* Notwithstanding his inatinctive auntagonism to Ricardo’s uneystematio
and inexact menner of exposition, there can be no doubt that Mr, Jevons is in
the divect live of descent from Petty throngh Cantillon snd Rioardo.

+ Recharches sur les Principes Mathématiques de la Thioris des Richesses,
par Augustin Cournot.  Paria: Hachette, 1838, Pref. xi., snd p. 13.



INTRODUCTION., xlidi

I have had of observing the thoronghness of his work, and
the masses of material he had collected for it. I am glad,
nevertheless, to be able to support what I have said by the
opinion of Mr. Alfred Marshall, beyond donbt the most com-
petent of living writers to judge of the value of Mr. Jevons’
work on all its sides. He holds that the great body of it
“will probably be found to have more constractive force
“than any, savd that of Ricardo, that has been done during
““the laet hundred years” ; and of the contributions to statistics
now collected he says that *the pure honesty of Mr, Jevons’
“mind, combined with his special intellectual fitness for the
“work, have made them models for all time.”

With these conclusions of Mr, Marshall I entirely agree,
but I do not attempt to justify them here, The Editors of
this volume bave rather felt it their business to furnish others
with materiala for criticisn than to form a critical estimate
themselves. No one can be more conscious than they are of
what the book has lost by the absence of the finishing touches
which the Anthor himself, had he been spared, would certainly
have given it. But though they have felt this keenly, it has
been & laboar of love with them to make the loss as small
a8 circomstsnces would permit, They have adhered with
scrupulous fidelity to the intentions of the Anthor, and in
their deasire to throw the utmost light upon his opinionz and
reenlts, they have not hesitated to publish fragments, however
detached, which seemed to possess any valne. Mauch, uvo
doubt, has been lost in the Introdunction and in Paper XIV.,
which they were not able thua to supply; but, otherwise, they
sre satisfied that the volume appears substantially as the
Aunthor would have desired; aud they believe it will remain
8 lnsting monnment to his genius, and s landmark in the
history of economic science.

Mrs. Jovons having too kindly referred, in her Preface, to
the share which I have had in the preparation of this book
for the press, I wish to say that I have been most ably
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. assisted by her; and that her part in the work has been much

more considerable and important than her langnage in regard
to it might lead the reader to infer,

H. 8. FOXWELL.

B, Joux's CoLLEGE, CAMBRIDGE,
April 28, 1684,
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Pp. 1—320 having been printed off before the volums cam
into the Editor's hands, it has been necessary to append th
following corrections, which affect the sense:

P. 53, line 2—for * p. 48,” read “ p, 56."
P. 107, line 8—for “page 32,” read * paga 48,7

P. 179, line 2 from bottom—yor “a restricted,” read “a
unrestricted.”

Diagram XL (p. 192), second line of heading—jfor * Averages,
regd ** Variation,”

P. 226, line 4—dele “ or to 1847, the date of the previous one.”
P. 249, line 8—for “ adopting,” read * adapting.”
» line 19—insert comma after the word * valye,”

&>
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. assisted by her; and that her part in the work has been much

more considerable and important than her language in regard
to it might lead the reader to infer.

H. S. FOXWELL.
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in his own pursuits, they make allowance for such variations,
and thus very rude comparisons of prices, stocks, and sales
enable them to detect irregular changes in their own market,
which is all that they require,

8. But this nowritten knowledge of commercial fluctuationa
is not available for acientific purposes, and it is slways of
very limited extent; so that, if we come to inquire into the
canses of more obsoure flnctustions, such as those of credit,
bankruptcy, bullion, carrency, rate of interest, etc., theorists
and practical men alike disagree.

4. It seems necessary, then, that all commercial flac-
tuations should be investigated according to the same scientific
methods with which we are familiar in other complicated
sciences, sach ospecially as meteorclogy and terrestrial mag-
netism. Every kind of periodic fluctuation, whether daily,
weekly, monthly, quarterly, or yearly, must be detected
and exhibited, not only as a subject of study in itself,
but because we must ascertain and eliminate such periodic
variations before we can correctly exhibit those which are
irregnlar or non-periodic, and probably of more interest and
importance.

5. It is surprising what little work has already been
done iu this way. Two papers on the variations of the
bank-note circulation, by Gilbart (*Statistical Journal,”
vol. xvii. pp. 289-321; and vol. xix. pp. 144-16G8, partly re.
printed in others of his works),* and Babbage’s ¢ Analysis
of the Statistics of the Clearing House during the Year
1839 (* Statistical Journal,”” March, 1856, vol. xix. p. 28),1
contain almost the only express inquiries into snch fluctuations
which I bave met with. In other cases any reference to them
ig usually incidental. Babbage, indeed, strongly recommends
the kind of inquiry to which I am referring, but he has not

* Boo “A Practical Treatise on Banking,” 1865, vol, ii, pp. 466-68, 519-24,
862-92. Tooke and Newmarch’s * History of Prioes,” vol, vi. pp. 666-583.
+ Roprinted as a Pamphlet. London: Murray. 1856,
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carried it into effect, so far as I am aware, in more than the
single instance of the Clearing Honse.

6. In atiempting to show that something may be done
in this subject, I have begun mpon the Bank of England
acconnts, of which woe have a perfect series from the l1st
September, 1844, in sccordance with the provisions of the
Bank Charter Act of that year. Taking the weekly accounts
of the seventeen complete years, 1845 to 1861 inclusive, I
have simply ranged them under each other in their numerical
order within the year, and drawn the averages with all suitable
precautions against error. All non.periodic variations seem
to be nearly eliminated, and the seasonal variations remain
as shown in the following tables* and more plainly in the
largest of the diagrams, which sufficiently explain themselves.
Only the most important and interesting items, bowever, are
shown in these diagrams.

7. It is quite obvious that in the large diagram we have
several sets of fluctustions imposed upon each other, It is
scarcely necessary to say that the very conspicuons quarterly
variation is chiefly due to the payments of the dividends
on the National Debt, the immediate sffcct of which is seen
in the Government deposits. But some farther guarterly
variation msay be due to the general custom of seitling rents
snd other accounts at the quarter.days.

Ranging the corresponding weeks of the guarters under
each other, and drawing the averages, we determine the
quarterly variation, nearly free from any difference which
distingnishes one quarter from another. This is shown in
the following table (IL), or in the diagram.

8. An examination of these quarterly curvea will show
certain minor flnctuations, which are obviously not fortnitous.
They are doubtless due to the custom of settling accounte

* These tables were sobsequently printed as an appendix to the paper
on “The Frefment Autumnal Pressnre in the Money Market,” eto, No. V.
in this volums, and will be found below. The diagrams also are representod
in the platea to be found in anotber part of the volame.
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and making bills payable at the end of the month, so that
(in consequence of the days of grace) the fourth day of the
following month becomes the principal settling-day. Taking
tho original series of fifty-two weekly averages, I have
arranged them according as the week, on an average, fell,
1st, 2nd, 3rd, or 4th in the month, and the averages being
drawn indicate a distinct monthly variation, of much less
amount however than the quarterly variation, The diagram
showing the monthly average iz therefore made, as regards
upright distances, on ten times the scale of the others. An
average for a fifth week is added, because this occurs four
times during the year, and this is only one of many incon-
veniences which arise from the week not being an aliguot
part of the year

9. It is interesting to observe that the monthly and
quarterly variations are of precisely the same character. The
payments which occur at the beginning of each period, whether
on government or private account, cause s sudden increase of
the note circulation, and of private deposits, a considerable
decresse of private securities, or bills, a slight decrease of
the bullion, accompanied by a larger, but otherwise similar,
variation of the loansable capital.

10, The chief use of the table of quarterly variations, how-
ever, is that we may by its use eliminate these variations from
the whole variations of the year, by simple subtraction. We thus
pacertain the nature of the yearly variation which is due to
natural causes, ag distinguished from the artificial distinctions
. of mooths and quarters. The elimination, indeed, is by no
means perfect, becanse the dividend and other payments in
Janunary and July are considerably greater than those in April
and October. '‘But the results are sofficiently accurate for a
first approximation, and afford, I think, an interesting snbject
of study. They are shown in the following table (IV.), or in
the diagram, in which only the divergence from the average of
the whole year iz shown.
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11. We here see that the bank-notes in cirenlatiou fall to a
minimum in January and Febrnary; that they gradually rise
tc a maximam in the third quarter, and then very rapidly
decrease during November and December. As was observed,
however, by Mr. Newmarch* in his address to this section
last year, the amount of the circulation of notes is not of the
importance that the currency theory attributed to it. It is
merely a very inaccarate indication of the amount of paymenta
taking place, which are thus shown to be greatest, as we should
expect, in the fall of the year. The uttor want of any con.
nection between the annual variation in the notes and in the
bullion, is & fresh argument against the currency theory in ite
extreme form.

12, The private securities and deposite exhibit great and
opposite changes during the third and fourth guarters of the
year, principally due to the gathering and buying np of the
harvest, and the general proceeds of the year’s industry, which
have then to be held in stock for consumption during the
succeeding twelve months, causing an absorption of eapital.
From the same general canse, no doubt, arises the marked
decrease of bullion and loanable capital during the second half
of the year,

18. But the bullion and capital exhibit a double variation
during the year, vnlike the other curves, unless we may say,
indeed, that the private deposita show some traces of the same.
Thus there iz a secondary maximum in these ocurves in
February, and & subsequent decrease until May. As a mere
conjecturs, I should suggest that this variation in the first half
of the year is due to the balance of foreign trade, which wonld
certainly affect the stock of gold, the mediom of international
payments. The greater varistions in the second half of the
year may be due both to inland and foreign causes, but
especially the former.

* British Amsociation, 1861. ¢ Journal of the Statistical Bociety,” Decsmber,
1861 ; vol. xxiv. p. 464
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14. A full explanation of these variations can only be
expected from an intimate practical acquaintance with trade;
or by an extension of the inquiry into all other parta of com-
mercial statistics. I have not the advantage of possessing the
former, and the long and laborions mature of the calculations
necessary has hitherto prevented me from getting much be-
yond the Bank of England accounts. Bat I shall hope to be
able to treat similarly the values of the varions funds and stocks,
amounts of traffic, shipping, export and import trade, the prices
of commodities, and especially the stocks of commodities, as
far as they are ascertainable.

15. In & supplementary diagram are shown the general
nature of the variations from month to month, of the average
rate of discount, the number of bankruptcies, the price of
congols, and the price of wheat. As the calculations are not
quite completed, I do not give the scale of the curves, nor the
corresponding table of numbers.* As in the bank accounts,
we here see that the most striking fluctuations are due to the
gathering of the harvest, and the general termination of the
year’s operations. The consequences are a rapid rise in the rate
of discount, a sudden flood of bankruptey, and a fall of consols,
followed by a rise. The double minimum in the price of
wheat and consols is curious. The curve of wheat, perhaps,
requires more consideration, and a larger average, but the
possible effect of alterations in the corn laws must be borne in
mind.

16. Some, perhaps, would attribute the sudden changes in
the rate of discount, bankruptcies, and consols, to the occur-
rence of panics during the monthe of October and November.
It wonld be more correct to say that there is a periodic
tendency to commercial distress and difficulty during these
months, of which all concerned should be aware. It is when
great irrogular fluctuations aggravate this distress, as in the

* These tables are now printed in the Appendix to thie paper, pp. 108nd 11,
together with corves exhibiting the wvariations.
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years 1836, 1839, 1847, and 1857, that disastrous breaches in
commercial credit cocar. ¥

17. T will only further mention the curions fact, which is
apparent in the curve of bankrupteies, that considerably more
bankraptcies ocenr in the middle month of the quarter than in
the third month, which immediately precedes the quarterly
payment of dividends and the settlement of acconnts. Fewest
of all occur in the first month. Thus, out of 79,794 bank-
raptcies which were gazetted from the beginning of 1806 to
the end of 1860, 28,391 occarred in the second month of the

quarter, 26,427 in the third month, and only 24,976 in the
first month.,

* Thia relation of periodic panice t¢ the sutumwval months wna forther

investigntd in the Paper No. V. “ On the Frequent Autamnsl Pressure,” eto.
printed in this volume,
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14. A full explanation of these variations can only be
expectod from an intimate practical acquaintance with trade;
or by an extension of the inquiry into all other parts of com-
mercial statistics. I have not the advantage of possessing the
former, and the long and laborious nature of the calculations
necessary has hitherto prevented me from getting much be.
yond the Bank of England accounts. But I shall hope to be
able to treat similarly the values of the various funds and stocks,
amounts of traffic, shipping, export and import trade, the prices
of commodities, and especially the stocks of commodities, as
far as they are ascertainable,

15. In & supplementary diagram are shown the geoeral
nature of the variations from month to month, of the average
rate of discount, the number of bankruptcies, the price of
consols, and the price of wheat. As the calculations are not
quite completed, I do not give the scale of the curves, nor the
corresponding table of numbers* As in the bank accounts,
wo here seo that the most striking fluctuations are due to the
gathering of the harvest, and the gemeral termination of the
year’s operations. The consequences are a rapid rise in the rate
of discount, a sudden flood of bankruptey, and a fall of consols,
followed by a rise. The double minimum in the price of
wheat and consols is curions. The curve of wheat, perhaps,
requires more consideration, and a larger average, but the
possible effect of alterations in the corn laws must be borne in
mind.

16. Bome, perhaps, would attribnte the audden changes in
the rate of discount, bankruptcies, and consols, to the cecar-
rence of panics during the months of October and November.
It wounld be more correct to say that there is a periodic
tendency to commercial distress aud difficulty during these
months, of which all concerned should be aware. It is when
great irregular fluctnations aggravate this distress, as in the

* These tablea are now printed in the Appendix to this paper, pp. 10and 11,
together with curves exhibiting the variations,
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years 1836, 1839, 1847, and 1857, that disastrons breaches in
commercial eredit ocear.*

17. I will only further mention the curious fact, which is
apparent in the carve of bankruptcies, that considerably mors
bankruptcies occur in the middle month of the quarter than in
the third month, which immediately precedes the quarterly
payment of dividends and the settlement of acconnts. Fewest
of all occur in the first month. Thus, out of 79,794 bank-
ruptcies which were gazetted from the beginning of 1806 to
the end of 1860, 28,391 occurred in the secoud month of the
quarter, 26,427 in the third month, and only 24,976 in the
first month.

® 'This relstion of periodic pamnics to the sutumbal months wos further

invesatigatad in the Paper No. V. * Oun the Frequeat Antambsl Presaure,” eto.
printed in this volame.
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TABLE showing the Quarterly Averages of the Rate of Disconnt, etc.

Janosry Aprl July Oclabor
— to o W to
March. Juae, Beptember, | December.
Rate of Discount, 1845-61 597 887 860 417
Ditto, 1824-81 ... 980 867 a7 397

Bankruptoies -—Agmfelg 21,771 | 21,025 | 18713 | 20287

number,

Prioe of Consola— . . "
Mvomgodbisso .|| o2 | w78 | owos | osw

631 B4 B4l 681

Price of Wheai—~Gasetie
Average, 1846-68 ...

It will be seen that the greatest number of bankruptcies
occurs in the first gqnarter of the year, succeeding the period of
highest rates of disconnt. The number is much reduced in the
third quarter, in which, s well as in the second quarter, the
rate of discount is distinctly below the average.

The seasonal variation of the price of wheat ia best seen in
the following averages :

Fobroary May Aungust November
to to to to
April. July, October. Janusary.
52'8 556 52-9 58-5

There is & palpable donble maximum, the greatest occorring
in the months immediately preceding the harvest, and easy to
anderstand, The maximum of November to January is less
easy to comprehend, unless it be due merely to reaction from
the previous low prices, assisted by the greater difficulties of
conveyance during the winter.
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A SERIOUS FALL IN THE VALUE OF GOLD
ASCERTAINED,

AND IT8 BOCIAL EFFECT8 SET FORTH.

#Mith Two Diagrams,



“ Nowe that the pryces of thingea are so rysen of al handes, you
may better lyve after your degree than wee, for you may and do
rayse tha pryce of your wares as the prices of vitiayles and other
your necessaries doe ryse; and so cannot we so much.”

“A compendious or briefe examination of certayne ordinary
complaints, of divers of our countrymen in these our dayes.”
By W. 8., Gentleman. London: 1581. Fol. 5.
{Beo Appendix, note A.)



PREFACE*

Trar an article tends to fall in value as it is supplied more
abandantly and easily than before, is & most familiar fact.
When the discoveries of gold in California were followed in a
few years by equally extraordiuary discoveries in Australia,
and minor discoveries elsewhers, there was no lack of predic-
tions as to the inevitable effect upon the value of gold. But
with few exceptions there have been only surmigea and con-
jectures on this highly important subject. Even after the
lapse of ten or twelve years, men who give their whole
attention to public and monetary matters, or to questions of
statistics and economy, remain in a state of donbt as to whether
any depreciation of gold is really taking place.

Chevalier, in his well-krzown work “On the Probable Fall
in the Value of Gold,” presented to English readerain 1859 by
Cobden, confidently predicted a grest fall. He suggested,
however, that it would be deferred some years by the change
of the French cuorrency, which is proceeding. On the other
hand, Mr. Newmarch, in the last volume of Tocke’s “ History of
Prices,” published in 1857,and MacCulloch, writing in December,
1858,1 both donbted the existence of any depreciation. They
soemed to hold alsc that the rapid extension of trade and the
increase of wealth, might cawse tho abasorption of the new

* This tract was origivally published in Apeil, 1863 (London: Edward

Stanford, Charing Cross), Svo, iv. 78 pp.
%  Encyclopeedia Britannica,” Bighth Bdit., art.  Precious Metals.”



16 THE VALUE OF GOLD. [

supplies of gold, without the occurrence of any considerable
depreciation. In brief re-discussions of the subject, in the
 Jonrnal of the Statistical Society* (for March 1859, 1860, and
1861), Mr. Ngwmarch, using a method of comparison in which
I have had Yo choice but to follow him, has seemed to snspend
any definite judgment. The question thus continues an open
one.

I was only led to form an opinion npon this subject when
engaged in compiling tables of the monthly prices of many
articles since 1844, I was so much sirnck with the enormous
and almost general rise of prices about the year 1858, that I
waa led to enspect an alteration of the standard of value. At
the same time, the late comparative depression of trade in
reducing prices as low as they are hkely to go (as it wers to
low tide), has seemed fo me to render the anbject more and
more mature for decision. It shows that the great rise of
prices in 1853 has not been, and thns probably will not
be, compensated by any equal fall; that there is conse-
quently a permanent rise of prices certainly constituting a
fall in the value of gold, and probably arising from the gold
discoveries.

In the following tract I commence by endeavouring to
unfold the fundamental difficultiea of the inguiry, afterwards
discriminating the various canses of temporary fuctuations
in prices, in order that we may the more surely recognise
the effect of the permanent cense in question. I then intro-
dace tables formed and reduced in accordance with the
principles of the subject, 5o aa o exhibit a depreciation of
gold if any exists. The large depreciation rendered apparent
is confirmed by an extended inquiry as regards the prices
of 1860-62. The future probable depreciation of gold is
considered on somewhat & priori grounds; and lastly, the social
effects are deduced and commented on.

While I must assert the fact of a depreciation of gold
with the ntmost confidence, I assign the numerical amonnt
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of it with equal diffidence. The lowest estimate of the fall
that I arrive abt is-D pER cENT.,, and I shall be satisfied if
my readers accept this, At the same time, in my own opinion
the fall is nearer 15 per CENT. It may even be more than
this. Many years, however, must pass before unmerical
estimates can be properly stated to possess more than a
tlight degree of probability.*

* On this point, however, see No. 1V. #The Depreciation of Gold.”



CHAPTER 1.
On TaE Natore anp Drrricorties of tHE Ingoigry,

L—0f the Meaning of a Fall tn the Value of Gold.

A1 that is meent by a fall in the value of gold, is the fact
that more gold is now usnally required to purchase au article
than in former years. The comparative values of two articles
are gaid to be altered when the proportion of the guantities
usnally exchanged in the open market is altered. This
alteration may arise from circumstances affecting the supply
or demand of either article, just as a balance may be dis-
tarbed by an upward or a downward force, applied to either
arm. There is nothing in the simple motion to indicate from
which side the change comes, Thas during the years 1845-50
a ton weight of copper was, on an average, exchanged for
about 88 gold sovereigns. During the years 1860-62, the
rate was that of a ton of copper to about 101 sovereigns,
There is nothing in this fact to show whether gold 18 become
more sbundant and easily obtained, or copper more scarce
snd troublesome to procure. It may be, and probably is
the case, that the circumatances of demand and supply are
altered on both sides. The observed effect is then the sum
or difference of several effects, concerning which we learn
nothing from the simple alteration of values in question.
‘When a number of articles are exchanged each for the
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other we are still nnable to say with certainty on which
side arises any change in the proportion of the exchanges.
Thus, if the value of an article, A (gold, for instance), falls
in comparison with several other articles, B, C, D, E (copper,
lead, tin, silver, for instance), so that the same quantity of
A purchases less of each of B, C, D, E than it used to do,
this may arise either from causes affecting A only, or from
canses affecting each of B, C, I, E. The value of A may
fall from a lessened demand or an increased supply. The
value of each of B, C, D, B may likewise rise from increased
demand or lessened supply. The mere alteration of values
is the same fact, whether arising on one side or the other.

There is something, however, which we may say in the
case of five articles, but cannot say in the former case of two
articles. It is more likely that the alteration should have arisen
on the side of A than on the side of B, C, I}, E, because one
cause affecting A will suffice to explain the change, whereas
four separate but concurring causes respectively affecting B, C,
D, E will be needed on the other side, The odds, then, are
four to one in favour of the cause of alteration being in A,
and not in B, C, D, E. '

If, again, we compare A with a still larger namber of
other articles, B, C, D, B, F, G, H, etc. and find that all of
these have risen or fallon with regard to A, the odds are still
more in favour of some circumstance connected with A having
cansed the alteration. It is obvious, in short, that an alteration
in any one article is shown in its rate of exchange* with all
other articles, so that the fact of an alteration may be ascer:
tained with a continusl approach to certainty, by examining
its valne in terms of more and more articles. But thers
always remains the alternative of a concurrence of canges
affecting the other arficles,

* Tt is obvious that rate of exchange is nsed in thistract in a pensse equivalent
to that of raifo of exchange, an expreasion which I subseqnently proposed to
substitute for the name valus—Bee “ Theory of Political Economy,” p. 91,
Becond Bdit. p. 84.

c2
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The chief difficulty of ench an investigation arises from
the independent variations of value, which each of B, C, D, E,
etc. will doubtless undergo. Besides rising from an alteration
in A, B way rise still further, from an alteration peculiar to
itself. On the other hand, C may not rise at all or may fall in
value, because ite rise, due to A, may be neuntralised, or more
than neutralised, by a fall due to itself. Similarly,in the cases
of D, E, F, etc. all will saffer the effect due to A; but this
will be disgnised by the various distinct accidenta which affect
B, C, D, ete.

Wo must again fall back npon mere probabilities. If the
majority of B, C, D, etc. have risen in value, and only a
minority fallen, it is more likely that a single canse acting on
A shonld have led to a general rise than {hat the majority of
B, C, D, etc. should have been affected by separate but con-
curring causes. And in determining the average variation of
value with respect to A, of a sufficient number of articles
B, C, D, E, etc. we may always ascertain the common altera-
tion probably due to A. For the distinot and contrary
variations peculiar to B, C, D, etc. will destroy each other
more or less completely in drawing the average, and only that
commoun variation which all equally suoffer in being measured
against A will remain undiminished.

To apply this analysis to our present inquiry, we have only
to consider the snbstance A as being gold, and the rates of
exchauge of B, C, D, etc. the prices of commodities in pounds
sterling and their fractions as uwsually quoted. If prices on
the avernge have risen ever so little, this constitutes a fall in
the value of gold. If only one thing had risen in price while
the others remained as before, gold must be said to have fallen
in some degree. Value is a vague expression for potency in
purchasing other commodities, and if gold has become less
potent with respect to some and not more potent with respect
to others, it has fallen in value. The same may be said, how-
ever various and contrary the alterations of prices, provided
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the rising preponderate in a certain way over the falling ones,
It must be confessed, however, that the exact mode in which pre-
ponderunce of rising or falling prices ought to be determined is
involved in doubt. Qught we to take all commodities on an
equal fooling in the determination? Onght we to give most
weight to those which are least intrinsically variable in value t
Ought we to give additional weight to articles according to
their importance, and the total quantities bonght and sold ?
The question, when fully opened, seems to be oune that no
writer has attempted $o decide—nor can I attempt to decide
it.* Fortunately, the conclusions I shall have to adopt may,
I believe, be sustained under any and all modes of estimation
which are likely to be proposed. I regard the fall of value
a8 conclusively proved, although the exzact nature of the
problem is left amid the obscurities of economic science in
general.

All that I can pretend to prove in this inguiry is that,
subject to the vagueness just referred to, the prices of com-
modities have risen, or that the rise of prices of those which
have risen preponderates over the fall of those which have
" fallen. This is and constitutes the alteration of value of gold
asserted to exist, :

It is quite another question how thia fall of value is caused.
It may be due to an increased supply of gold, or to & diminished
demand for it. It may also arise from an increased demand
for one or more commodities not accompanied by a corre-
gponding demand for gold, or & diminished snpply not accom.
panied by a corresponding change of snpply of gold. Anything
affecting the value of gold, .in short, mnat affect either gold
apart from other articles, or other articles apart from gold ; or
at least it must affect one side more than the other. It is with
a less degree of confidence and certainty that it can be inferred
on which side of the balance the disturbance arises, If, as is

* Bomo farther brief discassion of thia sabject will be found in the
succeeding paper, No, 1IL # On the Variation of Prices,” eto.
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no doub$ the case, disturbances on both sides contribute
towards the aggregate effect, it will be still more difficult to
discriminate between the portions of the total effect due to
one cauze or another. By what has gone before, howerver, it
is seen fo be more likely that any considerable and general
change of prices should arise from a single circumstance
affecting the demand or supply of gold only, than from a
variety of circnmstances separately affecting all or most other
commodities, Joined to the fact that circumstances have
occurred in the production of gold which wounld probably
cause a considerable rise of prices, it iz hardly to be doubted
that any general elovation of prices which we may discover is
for the most part due to such circumstances. Bat I am far
from denyiog that there may have been such alterations in the
comparative demand for gold, and for certain other chief
materials of manafacture, or other articles of commerce, as
might contribute in an apprecisble degree to the change of
prices in question,

In the minds of some few there may be confusion between
the exchange value of gold, the valua of money in the money
market, and the Mint price of gold. These things have
not the slightest cobmnection with each other. The value of
monsy In the money market, means the interest or profit
yielded by money or capital which is lent and borrowed. But
ag the loan consists of gold, or at least of something estimated
in gold, and the interest i3 also paid by s certain percentage
of gold, this percentage or ratio is quite indepemdent of
the value of the gold which forms both capital and interest.

The Mint price of gold again merely defives the weight
of a sovereign, or the number of sovercigns and parts of
o soversign into which the Mint converts an onuce Troy of
gold. The delusion of those who want free trade in gold
na well as everything else, merely amounts to doing away
with coins of any fixed weight. They might as well, at
the same time, do away with all standard weights and mea-
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sareg. Iu that case fixed promises wonld become impossible,
go that he shonld get who can, and give who cannot help.

IL—Of the Meaning of an Average Rise of Prices.

There i8 no such thing as an average of prices at any
oune time. If a ton of bar-iron costs £6, and a quarter
of corn £3, there is no such relation or similarity between
s ton of iron and a quarter of corn as can warrant ns in
drawing an average between £6 and £3; and similarly of
cther commodities. If at a saubsequent time a ton of iron
costs £9, and a quarter of corn £3 123, there is again no
average between these quantities. We may, however, ssy
that iron has risen in price 50 per cent. or by }; what was
previously 100 has become 150; corn has risen 20 per cent.
or by §: what was 100 has become 120, Now the ratios
100 : 150 and 100 : 120 are things of the same kind, but
of different amounts, betweon which we can take an average.

This average percentage or ratio must mot be the erith.
metic but the geometric aversge; not 100 : 4 (1204150) or
100 : 185, but 100 :,/120 x 150, or the ratio of 100 to rather
more than 134'16. The mean ratio 100 : 134'16 indeed
differs so little from 100 : 135 that in common business
matters it would be sufficient to take the simpler arithmetic
mean in place of the other, and neglect the error. But
this cannot be done in the present inquiry, where our altera-
tions of prices have a large range, varying from more than
50 per cent. of decrease to more than 100 per cent. of
increase. Thus the price of cocos has nearly doubled since
1845-50, It has increased by 100 per cent. so that its
variation 38 now expressed by the nnmber 200, Clovey, on
the contrary, have fallen 50 per oent., and are now at 50,
The arithmetio mean of these ratios would be §(200+50)
or 125, The average rise of cocoa and cloves would then
appear to be 25 per ceut. Bat this is totally erroneons. The
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geometrio mean of the ratios expressed by the numbers 200
and 50 is 100. On the average of cocoa and cloves there
has been no slteration of price whatever. In other words,
the price of one is doubled, of the other halved—oue is
maultiplied by two, one divided by two—on the average, then,
the prices of these articles remain as they were, instead of
rising 25 per ceut.

A corresponding error of more or less amount would be
committed in every case did we take the simple arithmetic
mean of percentages. The general result would be to ex-
aggerate the prices which have risen at the expense of those
which have fallen. The average rise of prices would come
out considerably greater than it really is, and our results would
be to that extent erroneons. _

To take the geometric mean of two ratios we must
multiply them together and extract the square root of the
product. This is easily accomplished by turning the numbers
into their common logarithms, the arithmetic mean of which
is the logarithm of the geometric mean required. All the
percentages required have accordingly been ecalculated in
logarithms, and the averages drawn in that form, but after-
wards turned back into ordinary numbers. Without guaran-
teeing the absolute acouracy of every figure, deduced from
tedions calculations, it may be said that more than reasonable
trouble hag been taken to insure accuracy, aud that the final
conclosions cannot be erroneons in any degree worthy of
consideration.

IIL.—That we must discriminaie Permanent from
Temporary Fluctuations of Prices.

So far we have considered only the general method by
which we may ascertain alterations of prices in genersl,
between any two periods, without reference to the character
of the alterations. There may, however, be variations of
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prices which are temporary, and it is a more difficult matter
to prove that any variation observed i8 & permanent one.
For this purpose we must briefly analyse the whole series
of possible causes of fluctuation in price. BSuch causes may
be divided into two principal classes: (1) those which affect
the supply, and (2) those which affect the demand for com-
modities,

IV.—Of Fluctuations of Supply.

All articles of commerce wmight be arranged in a list
sccording to the degree in which their supply is subject to
natoral fluctuations unconnected with the demand. The more
variable commeodities, of course, are those agriéulturnl pro-
ducts which depend entirely on the seasons. Hops perhaps
gtand at the head of the list, soon followed by potatoes, and
then by the several kinds of grain. All vegetable commo-
ditiezs are more or less variable. Animal products, such as
butchers’ meat, dairy produce, hides, or sperm oil, nndergo
much slower {emporary fluctnations. Finally, we reach mineral
substances, especially the chief metals, iron, copper, lead,
silver, and gold, of which the natural conditions of supply
experience no temporary fluctuations of importance. The
gradnal exhaustion of mines is compensated by occasional
new discoveries, but ezcept in very rare instances the changes
are slow and small. Social causes, such as wars, civil dis-
turbances, disputes among workmen, are also incapable of
cansing fluctuations of supply of any importance. Hence
many of the metals may be regarded as comparatively sta-
tionary in value, except so far as their prices may depend
on variations of demand.

Oar duty as regards fluctuations due to changes of supply is
to have nothing to do with them, but to eliminate the effects
from our inquiry as scon snd as completely aa possible. That
& commodity is naturally very variable in price is no reason,
indeed, for excluding it wholly from our tables. It iz cnly
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necessary to select such a number and variety of articles in-
dependent in their fluctuations, that the variations of some will
probably compensate the others. Were we to begin by exclud-
ing commodities because they are variable in price, we should not
have more than two or three articles left. Wheat, for instance,
because it varies in a few years from 40 to 60 and 80 shillings
per quarter, does not the less suffer an additional slteration
from any ohange in gold. Alone, it would afford no sure
indication of such alteration in the value of gold, but we take
it in company with hay, clover, aud straw, with meat and
batter, with cotton from several parts of the world, with sugar
from the East and West Indies, with spices, dyewocods, and
various other important products, each subject to its own
independent natural flactuations, but all subject to vary in
price with the variations of value in gold of which we are in
gearch. In drawing our averages the independent fluctuations
will more or less destroy each other; the one required
variation of gold will remain undiminished. Again, were we
to exclude some commodities from our tables because variable
in price from natural causes, we should have to exclude nearly
all the rest from variations depending on demand. The only
mode of eliminating these fluctuations, is to render our inquiry,
not more exclusive, but more inclusive.

V.—0f Political Causes of Fluctuations.

During the Russian war, the prices of hemp, flax, and
tallow rose much above their ordinary or natural level.
During the present blockade of the ports of the Southern
United States, cotton has risen to three or more times its
ordinary value. It will be more generally satisfactory, no
doubt, to exclude such extreme fluctuations from our inquiry
altogether. This accordingly has besn dome. In the case of
hemp and flax, the prices of 1853, 1854, and 1855 were
atruck ont and numbers interpolated, in a geometric series,
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between the prices of 1852 and 1856. In the case of cotton,
the prices of 1861 and 1862 were struck out, and that of 1860
sdopted for those years, as being unaffected by the present
cotton famine, In the case of tallow, a correction which
ought to have been made was accidentally omitted.

It is, however, au open question, whether snch extraordinary
elevations of price are not compensated by corresponding
depressions in the pricea of other commodities, due to the
stagnation of trade which a war or the stoppage of a great
branch of industry occasions. For the sake of clearing the
inquiry of difficulties, I do not ineist on this view.

VL—Of Variations of Demand.

Important variations of demand arise only from changes of
fashion, taste, or habit; from a few exceptional caunses, such
as warsd, national works, or fdtes; and from certain great
fluctuations in industry, which alone need be further analysed
here. The demand for bread, moat, spirits, spices, and articles
of food and personal use generally, may be regarded as constant,
or only affected slightly and indirectly by the floods of pro.
sperity and depression depending on the commercial fluctua-
tions to be further considered. Thus, arficles of immediate
and personal use, speaking generally, are constant in demand,
vartable in supply. Motals, timber, and other articles of more
permanent and remole use, mre comparatively constant in
supply ; but I have to show that they undergo great variations
in demand.

VIL—Of Variations of Permanent Investment.

That great commercial fluctuations, completing their courge
in some ten years, diversify the progress of trade, is familiar
to all who attend to mercantile matters, The remote cause of
these commercial tides has not been so well ascertained* It

* The inqguiry into this remote cqausse waa resumed in subsequent papera
reprinted in this volume. Bee Nos. V1. to VIIL



28 THE VALUE OF GOLD. [

seems to lie in the varying proportion whick the capital devofed
to permanent and vemole investment bears to that which is but
temporarily invested soon to reproduce tiself.

A large part of the industry of the country must be applied -
in agricolture and manufactures to produce the supplies of
food, clothing, and other articles required for immediate use,
the demand for which, as I have said, cannot much vary. It
is by the sale of these finished articles that capital invested in
materials, and the psyment of wages, is returned as ready
money, available for fresh investment. While uninvested, it
contributes to form the reserve of loanable capital in the Bank
of England, and in other banks, or private hands.

It is quite otherwise with those permanent ipvestments in
houses, ghips, improvements of land, manufactories, mines,
railways, foreign loans or undertakings, of which the result is
durable, and not expected to make a ready-money return for
what was invested, except after the course of many years,
or in the form of annual interest. These undertakings are
the great means by which the wealth of the country is
increased. Temporarily, however, they absorb the meana of
subsistence of the community—they are wealth in posse, rather
than in esse. Were a certain definite proportion of the capital
of the country set apart every year for such long-dated invest-
ments, the returns of capital which they would make wonld be
as regular as the absorption of capital. But this is not the
case. It is the peculiarity of these great and permanent works
to be multiplied at particular periods. When capital is abun-
dont its owners look out anxziously for some mode of profitable
employment, Any new discovery or fresh employment for
money is eagerly taken up. Hope of gain is a most contagions
emotion among business men, and presently hundreds set
themselves to carry oubt this new discovery wpon & most
extended scale.

While one scheme is prospering so well, the circumstances
of the market and the feelings of men are not less propitious
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for any other schemes whick have at all a good appearance.
Further description is needless ; it is well known that nothing
is so difficult to restrain within prudent bounds as these manias
for speculative investment, It is needless also to add, that the
most extraordinary of these manias was that for railway con-
struction in 184346, when hundreds of millions were rashly
snbscribed among the various classes of the community.

Duaring such a mania, industry is thrown into extracrdinary
activity, and also into nnusnal channels. The customary con-
samption of food, clothes, etc. goes on of courss as usual, or
even increases somewhat* On theother hand the demand for
timber, iron, bricks, and countless other commodities of more
permanent nature is greatly increased Their production
being incapable of any but slow extension, their prices rise.
Part of the available labouring power of the country is trans-
ferred to their production. Prices are thus started upwards,
and unwouted prosperity and hopes of gain fall opon nearly
every one in the country.

The wealith created doring such a period of unwonted
activity probably far overbalances any loss which follows.
Hitherto, however, great losses have usually followed. To
explain exactly how the revalsion comes is perhaps a feat of
statistical amalysis not yet accomplished. The salient fact is
s great dearth of capital, or loansble money (gold), due no
donbt $o the previous great permanent investment. The arrival
of this dearth iz generally accelerated by the failure of the
harvest, or some event which cuts off & large part of the
anticipated gains of the country. The result is that the stocks
of commodities cannot be sold against the stock of available
ready money at the point to which prices have advanced.
Merchants wonld gain if they could hold on, but they cannot
hold on, because there is no one to continue the advances of

* Insufficient account in taken here of the inoreased demand for artioles of
luxnry daring a time of proeperity; bot this error doee not affect the truth of
what follows.
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capital with which they have bought their goods. To sell at
lower prices is loss or even ruin. Then comes the panio and
the collapse of credit.

Thet these great commercisl fluctaations arise in the
periods of great permanent investment is perhaps sufficiently
shown for our present purposes in the following table:

g 8. San g 3} -
1u .§§ $e3 L .35 EE
Years. L s E Years, -; F 'E_Eé-
24 g j 8%y 5
LRIt BB g
Millions.| Thands,| £ s d. Millions,| Thends. | £ s
1821 879 417 §17 6 1841 | 1426 760 75650
41822 | 998 | 583 8 7 6 | 1842 | 1274 527 | 8 0 O
1823 | 1266 | 546 8 7 6 |18 1161 708 | 5 0 0
1824 | 1493 | 611 | 10 © 0 | 1844 | 1420 768 | 515 0
“1826 | 1991 768 14 O 0O 1845 | 1821 1077 8 7 6
1826 | 1381 | 612 | 10 7 6 | 1846 | 2040 © 1249 | 9 O 0O
1827 | 1124 | 533 910 0 |*1847 [ 2042 | 2081 | 9 2 &
1828 | 1104 | &30 8 7 6 | 1848 | 2194+ 928 | 7 0 o
1829 | 1138 | 657 7 7 6 | 1819 | 1462 818 | 512 &
1880 | 1112 | cos 610 0 | 1850 | 1483 868 | & 0 0
1831 | — | 669 6 2 & | 11851 | o 1102 | 417 6
1832 [ 998 | 557 6§17 6 ¢ 1852 | 2 | 924 | 517 ¢
1838 | 1036 | 627 615 0 | 1863 | 22} 1180 | 810 O
1834 | 1152 [ 658 | 7 0 o | 1854 | EB | 1216 | 9 7 &
1835 | 1849 | 694 616 0 | 1855 .= ! 909 | 717 ¢
1836 ; 1606 | 688 | 10156 o | 1856 | 3 1081 { 8 0 0
*1837 | 1491 | 660 9 6 0 {*1857| A 1179 | 710 0
1888 [ — | %28 810 0 —_ | - - —
*1839 | 1676 | 726 9156 0 — | = —_ —
1840 [ 1748 817 8 76 — —_ — —

The high prices of iron, and the increased production of
bricks, show periods of great investment, and these correspond
exactly with the well-known epochs of commercial difficulty,
in 1825, 1836-39, and in 1847 ; indeed, if the above nombers
were drawn ont in a carve, its form would be found to
correspond closely with the curve representing the numbers
of bankruptcies during the same years,

* Years marked * are those of commercial diffienlty and revulsion,

+ Yoars marked f seom to be those with which the great commercial
ftaotnationn begin and end.

3 From aciroular of an old Liverpool iron-exporting firm (Jevons and Sona),
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Errecr oF CrepiT.
VIIL.—Of Prices as dependent on Credit,

What greatly assiats o rise of prices, started in a period of
free investment, is the system of credit on which trade is
necessarily conducted. By this system a trader is not obliged
to be the real owner of the goods in which he trades, but may
buy frecly by giving the promise of payment in, perhaps,
three months’ time., Thus the goods really belong to the
holder of his promissory note, or bill; only the margin of
profit or loss falls to the share of the trader. The result of
this system of purchase on credit must be that prices are not
restrained at every moment by the quantity of gold in the
country to make payments. Prospective payments take the
place of present payments, and in the meantime the bills
created may circulate from one hand to another as if they
were an embodiment of so much gold.

So long as prices rise every trader is enabled to discharge
his liabilities at any required moment ; thoy may be bought by
others with a still more free recourse to credit. Thus, prices
and credit muinally inflate each other. DBut there is a check
to this process. Though the merchant does not own the
goods there must be some one to own them, to advance
capital, or, as it is said, to discount the bills arising out of
the transaction. Now this capital is limited, and the available
amonnt is reduced during the period of permanent investment,
from which a rise of prices proceeds. It is the exhanstion of
this capitel which limits credit; it is the limitation of credit
which must sooner or later bring prices to a stand, or even
canse them to recede to & rate much lower than they had
reached, In this revnlsion and recession of prices some class
must bear the loss; those who are too much dependent on
credit will sulfer bankruptcy, and inflict part of the loss on
others.
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While the elasticity of credit, then, may certainly give
prices s more free flight, the inflation of credit must be
checked by the well-defined boundary of available capital,
which consists in the last resort of the reserve of notes,
cquivalent to gold, in the banking department of the Bauk
of Bogland. Prices temporarily may rise or fall independently
of the quantity of gold in the country ; ullémately they must be
governed by this quantity. Credit gives a certain latitude
without rendering prices ultimately independent of gold.

Causes oF FLUCTUATION.
1X,—0f Prices after a Revulsion.

A revulsion occasioned by o failure of the national capital
" musb cause, not only a collapse of credit, aud of any inflation
of prices due to credit; it mnst pat an end to the formation of
new schomes of permanent investment. Schemes already on
foot will, as far as possible, be continued, and must for a time
keep up the price of permanent materials. As by degrees
these undertskings are completed, the demand for materials
will decrease ag rapidly as it formerly inoreased. The prices
of snch maberials, therefore, will fall and remain low nntil the
fresh accamaulation of free capital causes speculation again to
germinate,

X.—Of other supposed Causes of Fluctuation.

Even if there be nothing erroneons in the preceding
aualysia of & great commercial fluctnation, I am far from
supposing that the exact relations in regard to prices, com-
modities, gold, and capital have been hit upon. I do not
believe that any of our economists have yet untied this Gordian
knot of economic science, slthough some cut it in a very
unhesitating manner. One of these sammary kinds of pro-
cedureis the currency theory, which attributes every fluctaation
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of prices to an extension of the bank-note circulation, Now
by the Bank Charter Act of 1844, it is provided in the most
satisfactory manner that every note in the comntry that is
likely to be presented at the Bank for payment, shall be met
there by its equivalent amount. Thus, any influence which
the note can have is that of its equivalent gold. Under the
old state of things il was slmost the same, because tha prudence
of the Bank management might be said to maintain the notes
really convertible.*

Another favourite theory of some writers is the dependence
of our commercial position on the foreign exchanges. This is
seother twist in the Gordian knot which it is not easy to untie in
detail, and is not right to cut. But taking a general view of the
matter, it will appear that the foreign exchanges merely link
trade in one couatry to trade in another. The natures of gold,
of capital, and of commodities are not changed by con-
veyance over the sea, and with certain minor exceptions, trade
between England and Germany, or England and America, is
subject to the same grest laws as trade between Englaud north
snd sonth of the Trent, 'or between the mannfacturers and the
agriculturists within the nation, The fluctuations of invest-
ment of capital, prices, stocks of commodities, and of the
standard of valae, whether gold or not, would not be altered
in patore if we had no foreign exchanges at all,

* On the relation of the note circulation to prices, see Appendiz, Note B.



CHAPTER II.

Inquiry 18T0 PRICES BEFORE AND AFTER THE GOLD
Diacovezixs.

XL—0f the Elimination of temporary Fluctuations,

Waar little has been correctly stated in the previous chapter
ad to the procedare of commerce, may serve to explain the real
fluctuations of prices which my tables disclose. At the same
time, we shall be put on our gnard against mistaking any
temporary fluctuation due to excessive investment or oredit,
for the effect of gold depreciation. The twelve years which
have elapsed since the epoch of the Australian discoveries have
covered scarcely more than a single great fluctuation of com-
merce, in the effects of which those of gold depreciation must
necessarily be disgunised. To eliminate sach disturbances in
our comparison of prices before and after the gold discoveries,
we might compare the prices at corresponding points of the
commercial tide. This method, proposed by Cobden,* in the

* That Cobden had observed ths periodic obaraoter of commercial
floctaations ie evident from the pnssage cited above, which is as follows
(p. zii.) : # The only usefn! comperison that could bo drawn is by comparing
the range of prices, o few months after the panic of 1857, with the prices of
correqponding period after the penios of 1825, 1836, and 1847. From the
ourgory referenca which I bave bean able to make to the valuable tables in
Mr. Tooke's work on prices, I am in¢lined to the opinion tbat the comparison
would be found to confirm the views of M. Chevalier.” The latter inference ia
conclosively confirmed in my reduction of Tooke's tables {sea Paper TIL), That
Cobden, however, did not entirely appreciate the nature of the decennial aycle,
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preface to his translation of Chevalier's Essay, is theoretically
correct, but practically nseless. Commeroial fluctnations are
never so gimilar and well marked that we can discover exactly
corresponding pointa in each. Since 1851, too, they heve
been much interrupted by wars, so that we find no definite
undulation of prices sufficiently comparabls with that of the
years 184450,

In thees ciroumstances I adopted the method—partly the
same a8 that previonsly used by Mr. Newmarch—of comparing
the prices of every part of the commercial fluctuations since
1851, not with the similar movements of a previous fluctnation,
but with a certain average price fairly drawn from all parts
of the previous fluctuation of 1844-50. 'We must then form
the best judgment we can as to the part of the commercial
tide in which any year aince 1851 is situated, and allowing for
the height of the tide, judge how far the level of prices has
been permanently altered by the gold discoveries,. We thus
oliminats, I oconceive, so far aa it can now be donms, the
flnctustione of prices due fo varying demand, and dependent
on the manias for permanent investment, and the inflations of
credit, The nataral variations of supply, which chiefly affect
the articles of more immediate use, are at the same time
destroyed, ag far as may be, in the drawing of our averages.

X11.—0Of the Method adopted.

To carry ont the inquiry on these principles, I propose to
define the commercial tide which culminated in 1847, as com-
mencing with 1844 and ending with 1850, For these tides
begin and end with abundant capital, and with low water, as

will be apparent from the following pasesage of his interssting preface (p. x.}:
“The tendensy to a general rise of prices wonld lead to sn expansion of credit
and an inorense of specnlation, which wonld be followed by panics and con.
yulsicna of greater violemce nnd more frequent recurrence than have been
hithorto experienced. Instead of s orisia visitiog the commercial world once
in esach decade, its return might be expected every five yearsa.” 0

D
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it were, in the rate of interest. Thus the furn of the tids will
be at the moment of minimum rate of interest, or perhaps more
truly about the middls of the period when inferest ia at or near
tls lowest point. Now the rate of discount or interest was at
its minimum in the years 1843 and 1844, when it sank as low
a5 13 per cent., and scarcely rose at all above 2§ percent. Tt
gradually rose during 1845, reached 5 per cent. early in 1846,
and, after a temporary relapse, advanced to 10 per cent., its
culminating point, in November, 1847. Before the commence-
ment of 1848 it bad already dropped to some 4 per cent., and
then continuously fell, reaching the level of 2 per cent. in
1850, A temporary rise in 1851 was succeeded by the
extraordinary depression to 13 during the last eight months of
1852. It wea now that the speculative period of 1858 com-
menced, ooly to terminate completely in the stagnation of last
year (1862). 1 think accordingly that there are two pretiy
well defined periods of low interest, 184344 and 1849-52,
neglecting in the Iatter the very minor rise of interest in 1851,
It is accordingly in the middle points of these periods, the
beginning of 1844, and the end of 1850, that I place the limits
of the fluctuation of 1847. The average prices of this interval
I regard as free from the influences of speculation or inflated
credit, At the same time this interval affords a good average
price of grain and other agricultural produce, because these
articles suffered a well-marked flactuation of prices, culminating
in the famine of 1847, just sbout the middle of the period.

By a further happy coincidence, these years, 184450,
selected with reference only to the rate of interest, are also
nearly the best we could have chosen with reference to the
date of the gold discoveries. The year 1851 is that of the
Australian discoveries, and that also abont whioh the supplies
of Californian gold began to be of importance.

In place, however, of the seven years’ average, 184450, I
was obliged to adopt the six years’ average, 1845-50, because
the price lists of The Economist newspaper, which I used, donot



n) COMPILATION OF THE TABLES OF PRICES. 37

commence at all until July, 1844, and did not assume the full
form which they have ever since retained until the beginning
of 1845. To have used data for 1844 drawn from other
price liats would have introduced doubt and error in place
of additional certainty, because articles are not necessarily
quoted in an exactly similar manner in different lists. There
is also no reason to snppose that the inclusion of the year 1844
would have sensibly altered the average. To include 1851 in
my average in place of 1844 would ounly increase my estimation
of the subsequent rise of prices.*

It may perhaps be objected that six years are not sufficient
for furnishing a correct average of prices. But if the period
were extended at all, it would have fo be extended to the
commencement of the previous commercial tide, some ten years
earlier, abont 1833 or 1834, This would have added greatly
to the labour of the inquiry; it would also have rendered it
less worthy of reliance. Recourse must have been had to
varions different lista of prices, and numerous discrepancies
in the qualities of the articles quoted or the conditions of
their production must have crept in. The shorter the apace of
time over which our comparison extends, the less will it be
affected by long-continued and radical alterations of demand
or supply, which there is perhaps no mode of eliminating. In
the balance of advantages and disadvantages, I think that
the period 1844-50, or 1845-50, will give the most reliable
datum line, as surveyors would say.

XIII.—Compilation of the Tables of Prices.

Tables of the monthly prices of thirty-nine articles of com.
merce were compiled from the price lists of The Economist, and
from other sources, ss described in the following statement.
The quotations were usnally taken, as near as may be, to the
middle of each month, from the number of The Economist,

* Bee Appendix, Note C.
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dated between the 14th and 20th of the month. Thongh
it is & matter of indifference as regards the present subject, it
seems obvions that single monthly quotations shonld be taken
at the middle of the month rather than at the beginning, as is
commonly done. They thus belong more properly to the
month, correspond more truly with the monthly tablea of the
Board of Trade, snd are lesa lisble to disturbance from the
monthly settlements.

It iz ueoal in all commercial quotations to state, not an
average price, but the highest and lowest prices, comprehending
any varieties of quality, as well as any variations of price in
the period considered.* In this form, however, it is impossible
to deduce any exact conclusions from the numbers. To
ascertain whether prices are rising or falling, we must take the
average of the highest and lowest, and consider it as the
averago price of a mediom quality., To treat the higher and
lower qualities as separate commodities, might be a more
rigorously correct method, but it would double the labour of an
inquiry slready sufficiently laborious, without any adequate
advantage. It is only in the case of a foew commodities, such
ns indigo, that the range of qualities is so great as to cause
uncertainty. In regard to the metals, oils, and many other
important articles, there is little or no range of price.

LIST OF THIRTY.NINE CHIEF COMMODITIES.
METALS,

1, Silver—QStandard bars per ounce Troy. From The
Zconomist, with some quotations completed from “The London
Mercantile Price Current,” and ¢ The Banker’s Magasine.”

2. Tin—LEnglish blocks, per ton.

3. Copper—tough cake, per ton.

4. Lead—English pig, per ton.

5. Bar iron—DBritish, per ton,

* There is also tho difference in some ocases between the pricen for pellers
and for buyers,
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6. Pig iron—No. 1 Wales, per ton.
7. Tin plates—(iron)—Charcoal, 1 C. per box.
Nos. 2-7 from The Feonomdist.

VEGETABLE AND ANIMAL MATERIALS.

8. Palm osl—per ton.

9. Iinseed otl—per ton.
10. Tallow—St. Petersbarg, 1st yellow candle, per ton.
11. Hides—Buenos Ayres and Monte Video, dry, per lb.
12, Leather—Crop hides, 80 to 49 1b., per Ib.
13. Timber—Dantzig and Memel fir, per load.
14. Logwood—Campeachy, per ton.
15. Indigo—Bengal, per Ib.

Nos, 8-15 from The Economist,

FIBEOUS MATERIALS.

16. Upland cotton—per lb,
17. Pernam. cotton—per lb.
18. Surat cotton—per Ib.

Nos, 16-18. The yearly average prices of the three chief
varieties of cotton were taken from an excellent table and
paperin ‘“The Exchange Magazine” for October, 1862, reprinted
in the *“ Journal of the Statistioal Society” for December
(vol. xxv. p. 527). The average price of fair quality for
1862 has been added on p. 42, from the data in The Fconomist ;
but to avoid the exceptional disturbances of prices in 186162,
the low prices of 1860 have been repeated in those years in
making up the averages in the table on page 46.

19, Wool—English fleaces, Southdown hogs, per pack of
240 1b,
20. Silk—Cossimbuzar, per b,
21. Flaz—Riga, W. F. P. K., per ton.
22. Hemp—8t. Petersburg, clean, per ton.
Nos. 19-22 from The Economist.
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CORN.
23. Wheat. 24. Barley. 25. Oats. 26, Rye. 27. DBeans.
28. Peas,

Nos. 23-28. The monthly average Gazetle prices, per
Imperial quarter, taken from “The Statistical Abstract *’ of the
Board of Trade, or from the “Jourmal of the Statistical
Bociety.” These averages are deduced from official returns
from all the chief market-towns in England and Wales, and,
of course, afford most reliable data. The numbers for 1862
apply only to the firat nine months of the year.

AGRICULTURAL PRODUCE, MEAT, ETC,
29. Hay.

30. Clover,
81. Straw.

Nos. 20-31. Average of the highest and lowest prices, per
load, as given in Dodsley’s “Annual Register for the London
Markets.” Prices for 1862 in Smithfield Market are added
from The Times.

32. Beef.
33. Muiton.
84, Pork.

Nos. 32-34. Average of the highest and lowest prices, per
stone of 8lb., in Smithfield, or the Metropolitan Cattle Market,
as given in ““ The Annual Register.”” The numbers for 1862
were filled up from The Times, and seem rather below what they
would have been given in “The Register,”” the exact mode of
quotation in which is not stated.

85. Butter—per cwt. Limerick, 1845-50; afterwards
Waterford, first quality new. In the earlier years Limerick
and Waterford butter were often confused together in The
Economist, the price of Limerick seeming, however, to be one
or two shillings more than that of Waterford, though after-
wards Waterford became superior to Limerick. To prevent
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any doubt, the rather higher prices of Limerick butter were
taken in the earlier period from “The London Mercantile
Price Current,’” and joined with the higher prices of Waterford
butter from The Economist in the later period.

POBEIGN ARTICLES OF ROOD.

36. Sugar, per cwt—Gazette average price of the week
nearest the middle of each month, of Muscovado sugar, being
the average of West India, East Indis, and Mauritins sugar.
From “ The London Mercantile Price Current,” 1844—47, and
The Economist afterwards.

37. Spirits—Jamaica rum in bond, 15 to 25 0. P, per
gallon. In some of the earlier years the strength of spirit
quoted in The Economdst is 10 t0 20 O. P. As spirits afford
an exception to the general rise of prices, this discrepancy
need not be further noticed.

38. Tea—~Congoen in bond, per 1b. The lowest price quoted
in The EBconomist; but there is some little change in the
description.

39. Pspper—Black Malabar in bond, per Ih.

From the tables of monthly prices obtained as deseribed in
the above list, the simple arithmetic mean prices for each year
were drawn. Donble calcnlations were made to provent error,
The following table was thus prepared. It forms the basis of
my dedactions,
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L] REDUCTION OF THE TABLES. 43

Reduction of the Tables,

To obtain any accurate conclusions from the above table,
i was necessary to reduce it in accordsnce with principles
before considered. The simple arithmetic average price of
each commodity for the six years 1845-50 was first drawn, and
will be found stated in the tables in Section XVII. This
average being assumed as the true or natural average, according
to the undisturbed value of gold (see above, p. 35), was divided
(arithmetically) into the average price of each separate year,
1845-62. The ratios or percentages thus obtsined represent
from 1845 to 1850 the proportional variation due to speculative
or other ordinary fluctustions. Since 1850 the percentages
express the rise of prices above their former ordinary level,
affcted of course by any temporary fluctuations. In the
following table these percentages are given in detail.
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1] REDUCTION OF THE TABLES. 45

To display more clearly the great variations in the above
table, free from minor fluctuations, I have grouped together
those commodities which seemed to have anything in common,
and caleulated the average ratios or percentages as described at
PP- 23,24. Ihave lastly deduced the general average variation
from year to year of the whole thirty-nine commodities. The
descriptions of tho groups and the average numbers are given
in the following table, the contents of which are more easily
seen in the accompanying diagram. The general course of the
Bank minimnm rate of discount is added in the disgram,
because its comparison with the general average course of
prices is interesting, and will probably justify my assumptions
in Section XII., pp. 35-37.
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1] REMARKS ON THE VARIATION OF PRICES. 47

XIV.—Remarks on the Variation of Prices since 1845,

The general average variation of the whole thirty-nine
commodities may be taken as an approximate representation
of the great fluctuations in speculation and investment which
we have before considered. All the commodities, excepting
perhaps silvor, show in their separate fluctuations some
influence of speculation. In such natural products as
cotton, sugar, tea, logwood, and indigo, the variations due
to speculative demand are much obscured by irregnlar flucta-
ations dne to accidents of supply. We see that fibrous
materials such as wool, silk, flax, and especially cotton, do not
partake in any marked manner in the sudden rise during the
period of speculation and permanent investment abouat 1858,
It is in the metals, iron, copper, lead and tin, that we find the
variation of demand most perfectly marked. Especially is it
to be remarked that the curve of these metals is almost exactly
that of the general average somewhat exaggerated. Maotals,
as has been before said {p. 27), are subject only to variations
of demand, or to very slow and occasional variations of supply.
Timber manifests in the next degree the preponderance of
demand-variations over supply-variations. Thus its variations
closely resemble those of the metals, with a litile more
undulation and a general tendency downwards. Oils are
chiefly remarkable for the great rise in 1853, more than
compensated by the recent fall. The animal materials, tallow,
hides, and leather, show a strong resemblance to the specula- .
tive variations of metals joined with a great and exceptional
rise since 1852, which must indicate that the increase of
demand tends to cutrun a supply incapable of great increase.
Batchers’ meat displays & great rise in the last ten years,
partly no doubt from the same camse. Its highest points
usually follow thoee of hay, clover, and etraw. The prices of
the latter do mot show the sawe tendency to a progressive
rise, but then we should remember that the prices apply to
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London only. The prices of corn, meat, and fodder show so
much relation to the speculative changes of metals, to the
general average variations, and to the rate of discount, that it
cannot be doubted there is a close relation of caumse and
effect. The bountiful or-scarce supplies of food with which
Providence favours us in the several seasons, strongly con-
tribnte to hasten or retard the several periods of abundant
capital and investment, and again those of scarcity and re-
vulsion. The current of human business is ever ready to
break into a ripple. A good or bad season marks it with
a crest or a trough, and the fluctaation multiplies and con-
tinnes itself. Yet, according -to a kunown principle, it in-
sensibly tends to fall into pace with the fluctuations of natute,
which it may obey but cannot rule®

But we must hasten to conclusions which more immediately
concern us. '

XV.—Proof of Depreciation of Gold pointed out.

It is hardly necessary to draw attention to the permanent
elevation of prices since 1853, which is shown in the curve of
the general average. Now we cannot possibly account for
this permanent change by any excessive speculation, inflation
of currency, or credit. For to every extraordinary increase
caused by such means at one period thers must be a corre-
gponding revuleion soon following. Such a revulsion took
place in 1857 ; bat, althongh five years have since elapsed,
prices are far from having fallen to their old level. In the
last two years especially the dearth of cotton has caused a
depression of trade of a formidable character. The lowest
average range of prices since 1851 has indeed happened in the
last year, 1862; but prices even then stood 18 per cent. above

* Thig ia the idea which I subsequently endeavonred to work out in the
paper No. VI, read to the British Asscciation im 1878. The succeeding
papers on the relation of the Commercial to the Bolar Cyole furnish, as I
now oonoeive, the true explanation,
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1) PRICES NEAR A MINIMUM. 49

the average level of 1845-50; and it i3 most highly im-
probable that prices will long continue to fall; yet prices have
continually stood above the high point they reached in 1847 !
Ezamine the yearly average prices at any point of their fluctua-
tions since 1852, and they stand above any point of their
Fuctuations before then within the scope of my tables! Thore
is but one way of accounting for such a fact, and that is by
supposing & very considerable permanent depreciation of gold.

- XVI.—That Prices are now near & Minimum.

I think no one will doubt that during the last year, 1862,
and at present, we are at or near the lowest point, and ab very
low water of the commercial tide. The low rate of discount
in 1862, and the very low prices to which metals especially
have fallen, testify this, apart from more general facts,
Namwerous large foreign loans, and innumerable schemes for
foreign or home banks, disconnt companies, hotel, railway, and
other undertakings, involving permanent investments, show
that we are in one of those periods which must be followed by
a rise of prices and of interest, unless extraordinary events
should ivterfere. The depression of the cotton trade, and the
sad political confusion in the United States, at present mode-
rate the tendency to speculation. But when the end of the
civil war, disastrons to the Northern States, comes, as it
certainly must, and when the cotton trade begins to resume its
wonted course, we may look forward, I confidently believe, to
such a period of prosperity as even England has hardly yet
experienced. The great danger is that the excess of specula-
tion may bring its usoal punishment. But the consequence
that concerns us now is that prices cannot fall much further;
that they must be regarded as ready to rise rapidly upon the
first signs of a revival of trade; that the present minimum
will be soon succesded by a maximumn, doubtless surpassing
that of 1857. The permanent elevation of prices, due to gold
depreciation, will then be more apparent to all.

]



So THE VALUE OF GOLD, (1.

XVIL—An estended Proof that Prices are now raised above
their old Level.

Having sscertained, as I thiuk, beyond reasonable doubt,
that prices in the last fow years, thongh comparatively low,
and near the turn of the tide, are yet greatly raised above their
old natural level, I have not restricted myself to the thirty-nine
commodities concerning which this was proved. We may
safely say that the prices of all minor commeodities are at the
eame point of their course, and in the sams comparative con-
dition. A far more expeditious comparison of the recent prices
of such minor commodities with their former prices, will thus
serve to confirm or refute the statement that there is a general
rise of prices, not due to any temporary fluctuations, but perhaps
to a permanent alteration in the value of gold. Taking again
the lists of The Economist, 1 selected seventy-nine additional
commodities, mostly distinct from any of the thirty-nine, and
likely to vary independently of them and of each other.
Quotations of these were taken, as before described, in the
middle of the months of February and Aungust, in each of the
years 1846-50, and again in 1860-62. The arithmetical average
of the twelve quotations 1845-50 was then divided by logarithms
into the arithmetical average of the six quotations 1860-62.
The ratio or percentage thus obtained represents the rise of
price (during a speculative minimam) due to any fall of the
valae of gold, affected by any change of value peculiar to the
commodity. Adding the corresponding data for the thirty-nine
chief commodities from previons tables, we get the following
list of 118 commodities, and the ratios of variation of their
prices in the interval between 1845-50 and 1860-62,
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1. Bilver o e v Btd. gz —d | GOES 61-81 0128 | 108
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4. Lead ... e ton—E£| 178 210 0737 | 118
Bed load ... . e ton—£| 1944 23-10 0749 | 119
White lead .., e tom—E£| 2400 | 2804 0676 | 117
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9. Linseed Ol . v ton—£ | 2619 8300 1000 § 126
Bparm oil .., . ton—£ | 8094 9633 0156 | 119
Olive oil, Galhpoh we  ton—E| A48 691 1220 | 182
Cooon-nut. oil e ton—£ | 85863 4860 0997 | 128
Bapeeeed oil, pals .. ton—2& | 8720 4512 ‘0889 | 121
Linsesd cake, fmxg'n e ton—£| T84 | 1020 1086 | 128
10. Tallow e owh—a| 4267 | p2-3Y 0889 | 123
11. Hides... e e 1be-—qd 658 10-20 2666 | 184
Hides, Anst.l‘ahan e lb—d 200 419 3212 | 210
12. Leather lb.—d | 1042 15'68 1749 | 150
Calf sking, 28-35 lb. . Ib—2 | 1483 2034 1878 | 187
Tar, Blockholm .., ... barmel—s| 167 271 2103 | 162
Tarpeotine, American (180&1) owt.—d [ 10076 | 129-7 1097 | 129
» English epirita cwh—s{ B810 | 8656 | 00701 | 98
" Fomlgn spirita cwt.—s | Bdd 86°6 ‘0257 | 108
Nitrate of Boda .., e owhe—s| 1427 | 1610 0624 7 118
13, Timber - load—s | 7840 6689 | 99423 | 88
Quebeo oak ... Joad—s| 631 1150 0918 | 124
Baltio cak .., v loand—s| 1038 880 99283 | 85
African calk.., e e load—s | 180-0 228'3 ‘1032 | 127
Indian teak load—es | 2300 288-3 0981 | 126
Deals, Canada, 1at Pino ... atand—£ | 1644 | 1760 0271 | 106
22. Hemyp, Ruesin .. . ton—£ | 324 82-69 9087 | 102
Muuilla hemp v s ton—£| 8258 8010 | 99656 | 92
East Indian Sunn .., o ton—£! 160 175 0389 | 108
Juts .., ton—-£ | 180 166 <0184 | 103
16. Upland Cotion . 1b.—a 688 B5 0100 | 102
17. Parnam. (otion . e 1b.—d &8 825 0845 | 121
18. Burat Cotton ror aa Ib.—d 3'BB 413 0204 | 107
18. Wool, SBonthdown ... pack—#£ | 1331 18-85 1986 | 138
Wool, German, lat and 2nd lbo—d | 41'64 4667 0506 | 112
Wool (German, tertia - 1b—d] 190 173 99692 | 91
Wool, Bydney lambs lb.—d| 18¢ 217 ‘0812 | 121
Wool, V. D. L., Locke and Pisces 1b.—d | 105 48 *1360 | 196
20. Bilk, Comsimbuosar ... . Ib.—s| 1122 1732 ‘1883 | 164
8ilk, Chioa, Tatlee v Ib—2| 160 21'6 *1283 | 134
Bilk, Raw, white Novi ib.—st 2365 3900 2178 | 164
Bilk, Organzine, Piedm, 22-24 1b.—as| 268 885 1674 | 144
21. Flao, Riga ... .. .. tom—E£| 438 | 658 | 1760 | 150
14. Logwood ... ‘e ton— £ 732 831 0551 | 114
16. Indige lb—s| 8796 5485 -1588 | 144
Oochineal, Teneriffe b.—a| 527 318 | 878081 ©O
Turmerio, Bengal .. e Owt—s] 14836 | 1679 -0415 | 110
Terra Japonws, Cateh ... owb—s | 2402 | 2546 0258 | 106
Brazil wood .. . e ton—£; 340 800 ‘3716 | 236
Fastio, ana e e ton—=£ 8088 8926| -0481 | 110
Sapan wood ton—& | 1163 786 | 982931 68
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23. Wheat e imp. qr.—a | 517 547 0244 | 106
24, Harley o imp. qr—s | 3187 3590 0518 | 118
25. Qats ... .. imp. qr.—8 | 21'55 [ 2372 0418 | 110
26. Rya ... e ... imp. qr.—s | 82:68 | 3630 ‘0467 | 111
27. Beans o imp, qr—s | 8711 | 42:44 0584 | 114
28. Peas . .. imp. gr.—2 | 8950 | 4053 0113 | 108
Rice, Bengnl owt.—s ] 1412 12:00 | 99294 | 85
ago, pearl .. owt.—s | 2375 | 2000 | 99Z53 | 84

29, Hay ... load—e | 683 784 <0318 | 107
80. Clover e e load—s| B68 940 0348 | 108
31. Straw - o - load—s | 302 840 0516 | 112
82, Beaf .. ... bstone—d| 4135 | 6278 1056 | 128
Beef, sa.lt, American ... tierce—s| 8604 | 11867 ‘13967 138

38. Mutton - ... sBtone—d | 4813 | 5786 0799 | 120
34. Pork ... e «. otone—d | 4587 5427 0456 | 111
Pork, ealt, Awmorican .. tierce—s| 6771 | 9100 1288 | 184

85. Butter - owt.—-z| 7963 | 109-66 1484 | 138
Cheese, Amencan s owt.—s | 4414 5500 0956 | 125
Lard, American ... e owh—s| 4568 | &S00 1112 | 120

86. Sugar, Gazetla avory owt.—s| 2845 | 2583 | 99408 [ 89
Hogar, Mauritiue, yellow . owt.—s| 423 270 98081 | ©4
Bugur, Havana, white ...  owh.—s; 4433 3246 | 98646 | T3
Sugar, Java, grey and white  owh.—s| 4l-44 2033 | 98499 | 71
Sugar, reflued, 8-101b, ...  cwbt—s| 6763 5670 | ©9168 ( 82
Bngar, Bastarda ... sy Owte—s| 363 196 97301 | 54

88, Tea, Congou... lb—d 919 | 11-30 0898 | 123
Tea, Sonchong 1b—d | 2205 2383 0387 | 108
Tea, Orange Pekoo 1b-—d| 1708 | 1700 | 99979 | 100
Tea, Hyson ... lb.—d| 1908 | 2076 ‘0364 | 109
Tea, Gunpowder 1b.—d | 82%6 | 82:50 | 90967 [ 99
Coffos, Ceylon, nrdmnry ewt.—es 4103 | 6058 1692 | 148
Cocoa, Goayaqoil ... ee  owb—s| 8342 | 6425 2839 | 192

87, Spirite, Jamaica Ram  ,.. gellon—s 303 297 | 98610, 91
East Indiap Bom ... . gollon—~d| 2206 | 1850 | 99236 | B4
Bpirits, Geneva, common ... lon—d | 2617 2560 | 99887 | 97

39. Pepper, black 1b.—d 514 467 1722 | 149
Pepper, white ... ... m—2| &56 | 933 | -2248 168
Cionamon, Ceylon ... - Ih—s| 284 168 | 97454 | b5
Caseia Ligoen ...‘ . owb—e| 70-55 | 8210 1014 | 126
Cloves, Amboyna . b.—d| 198 i 9-7286 | 54
Cioves, Bourbon ... - h—d 821 400 | 06878 | 49
Qinger, East Indian, common owt.—s| 448 860 99050 | B0
Mace... e lb.—d | 356 193 97847 | B4
Notmega ... .. Ib—d| 207 296 99970 99
Tabacco, Hnry]aud h—d| 62 65 0198 | 103
Seeds, Corawsy ... ... ecwh—s| 83721 | 31'60 | 99276 | 85
Beeda, Canary qr.—s| 7268 | 5142 | 88500 | 71
Heeda, Clover, red ... e Cwt—z| 4560 | 5133 0514 | 113
Beeds, Coriander .., ewt.—s| 1708 | 15650 | 98678 | 91
Boads, Mustard ... w. bush.—s| 1292 | 1600 06848 | 116
Almonds, sweet Barbary ...  cwt—s| 4473 | 4592 0114 | 108
Currante, Patess, new ... owt.—s| 4400 | 8093 | 98480 | 70
Figs, Torkey we owh—s| 568 422 98784 | 76
Prunes e we  OwWL—a! 276 20'4 0274 | 107
Rainins, Valentis, new .. owt—s| 8985 | 8283 | 99160 | B2
Port wine ... we pipe—E, B&E 526 +1832 | 162
Claret wive .. ... . hhead.—£| 266 | 865 | -1891]138
Bherry wine e v botv—g£) 440 488 ‘0404 | 110
Madeira wina e pipe—E| 866 825 2836 | 171
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The results of the above tablea are dlspla.yed in the diagram
followmg p. 48, in which large dots for the thirty-nine chief
commodities, and small dots for the minor commodities, indicate
the rise or fall in price of each upon & logarithmic scale, The
thin horizontsl lines, inserted at intervals, decreasing upwards,
show the percentage of rise or fall. The average rise or fall of
each group, and the average rise of the whole, are indicated by
dotted lines. At the lefi-hand side the chief and minor com-
modities are represented in two gronps, so as o point out more
clearly the preponderating rise of prices.

XVIIIL. —Remark& upon the averags and individual Changes
of Price.

From the preceding lists we may deduce the average rise
of the whole 118 commodities, or varieties of commodity, by
taking the arithmetical mean of the logarithms, and turning it
back into ordinary numbers. Doing this separately for the
thirty-nine chief, and the seventy-nine minor articles, I find
that the prices of the former have on an average risen between
1845-50 and 186062 in the ratio of 100 to 1162, which is
equivalent to a depreciation of gold in the ratio of 100 to
860, or by 140 per cent.

The minor commodities, howsver, give a somewhat different
result, In taking the mean I have treated those which are
bracketed together in the last column as having the importance
only of a single commodity, a0 that only the mean of the ratios
bracketed entered into the general average, We thus find
that there are sixty-four independent minor articles of which
the prices have on the average risen between 1845-50 and
1860-62 in the ratio of 100 to 106-76, which would indicate a
depreciation of gold in the ratio of 100 to 93:66, or by 6-34
per cent., not half the change shown by the chief commodities.

If we take the average of the whole, the rise of prices ia
Jound to be in the ratio of 100 to 110:25, or by 10} per cent,,
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corresponding fo a dspreciation of gold in the ratio of 100 fo
90-70, or by about 94 per cent.

This result Is one which must, I think, excite some surprise.
During s period of depression, at low water of the commercial
tide, the prices of 118 commodities or varieties of commodity,
comprising mnearly all the great staple articles, stand 10 per
cent, higher than they did before the gold discoveries, according
to the mean level of prices during the preceding commercial
tide. One naturally asks, if this is the rise at low tide, what
will ‘be the rise at high tide? Even in 1857, only five or six
years after the supplies of gold began to arrive, prices at high
tide were 20 per cent. above the average, and within the next
half-dozen years it may be reasonably expected that they will
riso considerably higher still, probably from 40 to 50 per cent,
above the old average of 1845-50.%

The rise of the thirty-nine chief commodities in 1860-62
has been stated at about 16 per cent. If we deduce from the
table on p. 46 the average ratio of rise for the whole twelve
yoars, 1851-62, we find that it is 13 per cent. This is a correct
average of a complete commercial tide, bat it of conrse shows
only partially the influence of the gold supplies which were
constantly arriving during the period,

Nor is our surprise much decreased by considering merely
the numbers of commodities which have risen and fallen in
price. Of the thirty-nine chief commodities, thirty-three have
rison more or less between 184550 and 1860-62, and only six
have fallen ; that is, leas than one in six. Although it is againat
the principle I have adopted in this inquiry to refer to the
individual circumstances of commodities, it hardly needs to be
pointed out that of these six exceptions, three—bar iron, pig
iren, and tinned-iron plates—are only forms of one commodity,
for which there was an extraordinary demand during the interval
1845-50, and a very slack demand during 1860-62. Both iron
and timber, another exception, being articles subject to great

* This prediciion was not verified.
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demand-variations, might thus, from their peculiar circum-
stances, have been excluded from the tables, had not the
principle of the inquiry forbidden exzclusion. Sugar and spirits
stand ont-as the only two obstinate and real exceptions to a
general rise of prices; bat again, as Jauiaica rum, quoted for
spirits, is made from sugar, they might be gaid to form only
a single exception.

It is somewhat otherwise with the minor arbicles. Of the
seventy-nine varieties of commodity, twenty-nine, or more
than one in three, have fallen in price. If we do not count
peparately those varieties of commodity which are bracketed
together, we find that out of sixty-four articles, nineteen, or
rather legs than one in three, have fallen in price,

It is quite obvious that the exceptions consist almost
entirely of spices, fruit, and foreign articles of food, which
are not employed in manufacture by the Englisk people,
but only applied to their persomal use. The distinotion is so
well marked and interesting that I give thefollowing averages.
Twelve groups of articles have risen in price, and by the
following amounts:

Tallow, hides, otc. 58 percent. | Dyes . . . 9percent.
Wines . .41, Grain . . . 9
Meat and butter. 28 Hay,clover, &straw 9
Oils . . .27, Timber, . . 8
Fibronsmsterials 27 ,, Metals . . .
Tar, turpentineete. 18, Hemp, jute, ete. .

)

1

Xk

6 12
2 »

Six gronps of articles have fallen in price, and by the
following amounts : '

Bugar, tes, & coffee 5 percent. | Pruit (foreign) . 14 percent.
Beeds . e L7, Rice and sago . 15 ,,
Spirits . . .9, Spices,tobacco,ete. 16,

There can be no doubt that the gronps which have risen
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in the highest degres, suck as hides, tallow, leather, wines,
butchers’ meat and oils, have so risen from preponderancs
of demand over supply. They comprise articles of which the
demand increases rapidly with the wealth and population of
the country, while the supply is paturally limited ; they com-
prise the principal animal materials. On the other hand, all
the groups which have fallen in price are of vegetable origin,
and chiefly of foreign growth* As a geueral role, then
animal snd mineral substances have risen in price, and vege-
table substances fallen.  Bat this does not prevent our asserting
that, on the whole, there is a great general rise. The groups of
articles which have risen are twice as numerous as those which
have fallen, comprise immensely more imporfani ariieles of
wealth, and have risen more than the others have fallen. There
can be no room to doubt, then, the great preponderance of the
rising prices over the falling prices, as will be more fully shown
in the next section.

The marked distinction between the classes of materials
which have risen in price, and those of foreign articles of food
which have fallen suggests its own explanation. It is English
manufactaring skill which invests the materials with sach
useful and attractive forms that they are desired all the world
over, The great demand thus arising for our manufactares
canses the demand for their materials to increase generally,
and the prices of most of the materials must increase with their
demand. On the other hand, foreigners can only purchase our
manufactures by offering something in refurn. When they
can offer materials of manufacture, they share the advantage

* Compare thess results with Cairnes’ theoretical anticipations that the
rise of price will be greater in animal tban in vegetable productiona: * Whila
the comwmnoditien the last to feal the offects of the now money, and whioh will
advance most slowly under ita inflnence, are the productions of India and China.”
—* Eseays in Political Economy, Theoretical and Applisd,” 1873 (Macmillan),
p. 73; * British Asacoistion, 1858, Transactions of Sections,” p. 174, This
importent paper is printed also in “The Journal of the Dublic Biatistical
Bovisty,” January, 1869, vol ii. pp. 286-69.
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of the rising prices; but often they can oumly offer foreign
articles of food and luxury, for which there is a stationary, or
but slightly growing demand. To increase their purchases it
i8 necessary to increase their sales, which can only be done by
forcing their produce upon onr markets abt reduced prices,
It is thus that manufactaring skill, making our produce more
desired and dearer, turns the balance of purchases in our
favour, and makes foreign produce cheaper in onr markets.*

XIX.—~0f other Modes of Reduction.

It may seem to many persons absurd to take a mass of 118
commodities, and treat them as equally good measures of the
value of gold, some being so greatly more important and more
free from flactuations than others. I have considered and
tried many ways of deducing an average which should obviate
this objection more or less perfectly. I proposed to give toeachk -
commodity a greater woight, as the range between the highest
and lowest prices of the interval 1845-62 was less; but on
applying this notion to the thirty-nine chief articles, I found
that, always excepting silver, the higheat price of nearly every
one was just about double the lowest price, so that the method
could give no result appreciably different from the simple
average.

If we were to assume that there is a certain interdepen-
dence between the prices of different commodities, it would
follow that the true mode of deducing an average would be to
give each commodity a weight proportional to the quantity of
it sold in the country during a fixed period of time. The only
result of such & method would be to make our final estimate
approximate to that of the thirty-nine chief commodities, For
the value of the total quantity of these sold in & year must bo

* There may bo some truth in this explanation, but Cairnes’ theory of the

conree of depreciation, given in the essay just cited, no doubt conteins the true
key to the oxplanation of the phenomens in question.
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seversl times as great as that of the minor commodities. The
saperior importance too of some commodities is allowed for by
quoting several variefies.

Another method which I tried was to exclude all com-
modities which have undergone exceptionally great changes.
Thus assuming the logarithm ‘04202 to be the first approxi-
mation to a correct average, I took a fresh average of all those
commodities whose ratios lay between—1000 and ‘18404, or
14202 on each side of the first average ‘04202, The new
result, however, was not noticeably different from the old one.

‘T conclade that 10 per cent. may be taken as the best
approximation which we can get to the rise of prices betwcen
184550 and 1860-62. It corresponds to a depreciation of gold
of about 9 per cent., that is 100 : 110 :: 91 : 100 nearly. _

It may seem to some persons that the best and perhaps only
way to ascertain whether and why prices have altered, is to
examine the circumstances of demand and supply of each article,
I do not hesitate to say that the whole inquiry would be thrown
into confusion by any such attempt, and that for the particnlar
purposes of our jnquiry it is better not to know the details
concerning the articles. If you are able to explain the rise or
fall of one commodity by circumstances unconnected withk gold,
and throw it out of the inquiry, you must do the same with
others, or else the impartial balance of the inquiry is overthrown.
Now there is mot a single article but is affected by many
circamstances besides the alteration in gold. A searching
inquiry into the conditions of supply and demand of every
article would result in svery one being thrown out as unworthy
of reliance as a measure of the value of gold. It is only by
ignoring all these individual circumstances, and trusting that
in a wide average, such as that of 118 articles, all individaal
discrepancies will be nentralised, that we can arrive at any
eonclusion in this difficult question.

1t should be clearly understood that all the preceding parts
of this inquiry are independent of any assumptions as to the
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canse of the fall in the value of gold, I consider that I have
simply established the fact of an alteration in the usaal ratios
at which gold is exchanged againat the great masa of other
commodities, Any variation of demand or of supply sffecting
most commodities, to the exclusion of gold or in & greater
degree than gold, or on the other hand affecting gold to the
exclusion of other commodities, or in a greater degree than
these commodities, may be the complete or partial cause of the
alteration.. Numerous circumstances might be called in as
contributing canses; but all facts I am aware of are so incon-
siderable compared with the great discoveries of gold, that it
is impossible not to treat these discoveries as the substantial
eausa of the depreciation. These explanations must be borne
in mind in reading the following pages,

XX.—Of the Price of Silver.

It will probably be asked—if prices in general have risen
10 per cent., or thereabouts, how ia it with the price of silver?
This metal is a3 good a standard of value as gold; by some it
is thought to be belter. Onght we not to find every change
in the value of gold exactly indicated in the price of silver?
This question has at ounce presented itself to everyone who
tarned his attention to the subject. It is, I conceive, because
the question has not been in general rightly answered, that
the depreciation of gold hes been so much doubted.

In the first place, it is far from true that no change has taken
place in the price of silver. In tables or disgrams already
given, we see that s permanent rise of at least 3 per cent. has
taken place. Before the year 1850, the price might be said to
stand permaneutly below sixty pence, or five shillings, the
standard ounce Troy. During the year 1850 a sudden rise
took place, and the change has proved so permanent that only
one monthly quotation (May, 1852) has since been below sixty
pence. It is true that the rise has not been progressive,
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having attained in 1854 an elevation of about 3} per cent. over
the old level, the price has remained nearly stationary, and has

even slightly fallen back since 1859. That the gold price of |

silver sbould remain stationary has, however, been accounted
for by Chevalier, though I must point out & great oversight in
that writer’s view of the matter.

By the French law of the 7 Germinal, year 11 of the
Revolution, an attempt was made to combine gold and silver
in the French currency. It was enscted that silver or gold
might be used in any payment, in the proportion of 154 parts
of silver for 1 part of gold. The law adopted the proportion
of valoes which silver and gold had long possessed, and
continued to possesz for some fifty years longer. But this
proportion, as we have shown, was altered to the extent of
3 per cent, about the year 1850, so that 15} ounces of silver
became more valuable than the ounce of gold for which they
were legally payable as money in France. Thus it became
cheaper to discharge debts in gold in France, and to pay the
gilver of France away in foreign paymeunts. And so long as
there is much silver comn carrent in France, and the law of the
year 11 holds, it will be possible for merchants, by importing
gold and exporting silver, to gain the difference of the natural
and the legal rates of value in France, wminus charges of
cartiage, insurance, ete. Very correctly Chevalier argues that
80 long as this state of things lasts, it will be impossible at
London, Brussels, Hamburg, or even at New York, or any
other great centre of commerce, for gold to fall in value much
below that of 153 times its weight of silver. On these grounds
he calls the French silver currency a parachute which retards
the fall of the value of gold. Here is the great oversight. The
French currency may and does prevent gold from falling much
below its old relative value fo silver, but it cannot prevent both
gold and silver from falling in value, The inevitable conclusion
drawn from my tables of prices is that gold has fallen, sey
9 per cent.; silver has risen in valae compared with gold
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3 per cent. ; the difference, 6 per cent., must necessarily repre-
sent the depreciation of silver. Nor is it hard to see that, from
the change of the French currency, silver must participate
temporarily in the fall of gold.

The moment the abundance of the Anstralian and Californian
gold has altered the relative values of gold and silver by a
certain amount, it becomes profitable for French merchanta to
buy up with silver all gold they can get a or below this new
rate, on the single condition that other countries will take
French silver in return.  One hundred millions of gold flowing
into France cause an overflow of one hundred millions of silver
out of France. This vast supply of silver is jost as unusual,
sndden, and superfluons as the supplies of gold from Australia
and California, France, in absorbing the new gold, pours out
silver just as if it had come from newly.discovered silver mines
" of extraordinary richness. There can be but one result. The
valoe of silver must fall before the new and unusual supplies
can be disposed of. Suppose it to fall so that silver and gold
nearly resnme their old relative values. The substitution of
gold for silver in France is now no longer profitable. Gold
accumulates on the London and other markets, and therefore
again beging to fall in value. This cannot proceed far without
it once more becoming profitable to substitote gold for silver
in France. Gold ia again readily absorbed; silver again be-
comes superfluons and depreciated. Gold and silver thns
salternately accnmulate upon the markets of the world, and
their values alternately fall to the points at which it becomes
possible to dispose of the one or other metal in foreign markets,
especially in India. What is here described as taking place
by steps, may also take place continuously and simultaneonsly.
Tha superabundance of gold flowing into France causes a
superabundance of silver to flow ount, just as a stream flowing
into one end of a reservoir that ig already full, causes sn equal
stream to flow out at another part.* Both metals are depre-

* This sction of the law of the double standard was more matarely treated
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ciated in company, and nearly a8 much as gold alone would
bave fallen had the French carrency law not existed. Not
quite so low indeed, because by that law it is now possible to
dispose of the new gold either by direct use, or indirectly by
disposing of Freuch silver at its reduced value, and putting
gold in ite place.

There is nothing new nor strange in this sympathy be-
tween the values of two articles. Awny two articles whick can
be used more or less one in the place of the other, vary in
prite together. A comparative abundance of either article
causes it to overflow into chapnels of consumption usnally
filled by the other. When wheat is cheap, it is lavishly used
a8 fodder, for distilling, and for a varisty of other uses to
which inferior kinds of grain or other produce are usually
applied. Thus the cheapness of wheat causes most other
kinds of agricultural prodoce to be cheap, and similarly of
other groups of commodities.*

These effects of the French currency law are far from
being indicated by theory only. The tables already given
show by the force of facts that the price of silver has not risen
80 much by some 6 per cent. a8 the prices of 117 other articles
on the average. This fact constituies depreciation of silver.
On the other hand, statistics of undoubted accuracy show that
up to 1859 about £100,000,000 of gold had been absorbed by
France, & large amount of silver being given out. Previounsly
to the year 1852, the annasl imports of silver into France
had exceeded the exports. In that year, which succeeded the
change in the price of silver, the stream turned, and the exports
have since constantly exceeded the imports by a large amount.

jn my book on “Monoy and the Mechaniam of Excbange® (Imternational
Boientific Herios), chapter xii.; on **The Battle of the Standards.” The esme
simile of the ressrvoir, or of two remervoirs, was again employed. The matter
baa, of course, been debated ad nawseam during the recent countroversies on
% Bimetallism.” Beo post, Papers XI. to XIIL .

* On the theory of equivalonce of commodities, see the * Theory of Political
Economy,” pp. 127-80; Second Edit. pp. 14648,
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These facts are shown by the following table, calenlated from
data given in Cobden’s translation of Chevalier’s Essay, p. 48:

1846 Excess of Imports of silver into France £1,870,868

1847 . N . 2,145,163
1848 N i . 8,557,338
1849 - . . i 9,782,708
1850 . " ” 2,615,378
1851 . . . 3,117,059

1852 Excees of Erports of silver from France 108,690

1853 ” " " 4,675,418
1854 » 5 " 6,547,751
1855 . » »” 7,886,385
1856 N . N 11,342,932
1857 ” . L 14,500,835

The large amomnt of silver thrown by France upon
European markets has been disposed of in Eastern markets,
thus cansing, as I think, that remarkable drain of silver to the
East which for eight or ten years back has excited so much
surprise in the commercial world. Some excellent writers
have attributed this drain to the balance of trade between
Europe and Indis, as disturbed by the transmission of English
capital to railway works in India. The drain of precious
metals thus acconnted for serves to explain the supposed fact
that the precious metals have not fallen in value here. It
would be extremely difficult, if not impossible, to prove or
disprove anything a priori, by the balance of trade between
Europe and the East. But having shown upon a wide basis of
facts that both gold and silver are depreciated here, I am
much more inclined to regard this depreciation as the caunse of
the Eastorn drain. The fall in the value of silver, compared
with most other goods, makes it more profitable to pay for
Eastern produce with silver bullion than with our manu-
factures, silver being always acceptable among Asiatic natione.*

* This explanation, viewed by the light of sabeequent information, seems
to be quite oorrect.



CHAPTER IIL

Depucmions, oN orAEe (FROUNDS, CONCERNING THE FUTURE
Valve or Goip.

XXI.—Of the Rate of Fall of the Value of Gold.

Warrees have usually treated the fall of the value of gold as if
it were a remote event that wonld happen suddenly after the
accamulations have become great. Chevalier’a theory ahout
the parachute has contributed greatly to nourish and support
this notion. Nothiog, however, can be more mistaken. The
most sndden fall must occur at first, and the value of gold will
fall more and more slowly as time gets on, and the total
accumulations of gold grow. This is a simple consequence of
the fact that gold is chiefly used as currency, so that its value
varies nearly inversely as the fotal quantity in use, Let us
take the estimate of Tooke aud Newmarch, and suppose that
the quantity of gold in use st the end of the year 1848 waa
560 million pounds sterling ; let us further snppose 20 millions
to be the enbsequent annval excess of supply over consump-
tion. Then, at the end of the first year 580 millions were in
use, and the value of gold would be reduced in the ratio of
580 : 560; at the end of two years 600 millions were in use,
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sod the value of gold would be reduced in the ratio of 600 : 560,
and so on. Thus we get the following :

i Quantity of Geld Total Fall in Total Fall per cont.
End of Year. jn Use. | Value of Gold during
Million £, por cent. sach Year ™

1848 560 0 0
1849 580 84 84
1850 600 e7 33
1851 620 97 32
1852 640 125 81
1853 660 16-1 30
1854 680 176 29
1865 700 200 29
1856 720 222 28
1867 740 243 27
1858 760 263 2'6

’ 1859 780 28-2 26

] 1860 800 800 . 25

Of conrse the above numbers are not supposed to represent
the real progress of the fall, but they show sufficiently that the
rate of falling must be most rapid at firat, and must decrease
by nearly a third part within the firat twelve years,

In a more general form : If a be the quantity of gold in the
world at any time, and b the quantity added in each snccesding
year, then at the end of n years, the value of gold is reduced

as 1 to T:T, which is always growing less as » increases,

but at a constantly less rate. Thus the fall during the nth
. a4+ (n—1)b . .
year is as 1 to — et b which approaches mnity as n

increasea constantly.

* Wot found from the preceding oolamu by subtraction, but by dividing
the goantity of gold each year into the quantity of the preceding yesr.
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XXIL—0f the ultimats Equilibrium of the Supply and
Consumption of Gold.

It is obvious that the fall in the value of gold will become
less and less rapid, even on the supposition that the annual
supply of new gold remains constant, Bub this is a very
wrong supposition. Even snpposing the mines not to become
exhausted, there are large numbers of diggers whose earnings
are 80 amall that any fall in the value of gold will render their
labour incapable of supporting them, They will desert gold-
digging for other more profitable occupations which the colonies
offer. The more the value of gold falls, the greater the number
who will thos desert the gold-fields, and the greater the
decrease in the produce of gold. Again, as the total quantity
of gold in use increases so must the consumption by wear and
loss increase. In proportion as the value falls the consump.
tion increases and the supply decreases. The consumption
then must at length become equal to the aupply, and thence-
forth the value will be stationary, or nearly so.

Two assumptions, which are not far from the truth, will
enable us to put this result in & simple form. Let us suppose
that the consumption of gold increases in the same proportion
as the whole mass in ase; and since the value falls inversely
a8 that whole quantity, let us further snppose that the supply
decreases in the same proportion as the whole mass in use
increases. _

Let A be the quantity of gold in use at any time, ¢ the
annval consumption then, and p, which is greater than ¢, the
annual supply at the time. Let d ba the total addition up to
the time when equilibrium of supply and demand is attained,
and the value of gold becomes stationary. At that time the

value of gold is reduced in the ratio of 1 to Ai 7 The
annnal supply at that time, according to our suppositions, is

- i : . A+ad
Px +d. The consumption at that time is . —‘—I—— and
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the supply is equal to the consumption, or p. Ai = Ald .

The solution of this equation gives us d=A.\/i—: —A.
The greatest amount to which the accamulation of gold

will reach is & 4 A. or A.\/-?, and the greatest possible

depreciation of gold is in the ratio of 1 to, /" °

It is an interesting but obvious result of tlll:’is theorem that
the ultimate value of gold is independent of the amount of
gold in use at any previons moment, and depends solely wpon
the conditions of supply and consumption.

Chevalier's estimate of the probable annaal consumption of
gold (rccording to the old value?) is as follows:

For the extension of cnrrency—

1. Of certain countries. . . £4,200,000
2. From increase of population, and

well-being generally . . 8,080,000

8. From commercial extension . 8,080,000

For wear and tear of currency . . 490,000

For hoarding and accidental losses . 2,100,000

For use in the arts . . . . 4,800,000

Total annual consumption . £17,850,000

Joining to this his estimate of the annual production, which
is stated as £35,000,000, we bave an ultimate fall of the value

of gold in the ratio of 1 to4// ;}_;“g_g’ or nearly as 1 to 4/ or

as 1 to "714. Thus gold would fall in value by less than 30
per cent.

But thongh Chevalier takes the anmmal production st
£35,000,000, he thinks it may rise shortly to £42,000,000.
In that case the ultimate fall of value will be as 1 to -G53, or by

85 per cent, The estimated consumption adopted by Chevalier
F2
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is in his opinion a great exaggeration, and only adopted to
render his argument an & fortiori one. Macculloch,* however,
would by no mesns be satisfied with even a consamption of
£17,850,000 per annum, for he adopts the following large
estimate of the annusl consmmption of the precious metals,
merging the amounts of value of gold and silver together:

Wear and tear and loss of coin .  £7,500,000
Increase in carrency . . . 10,000,000
Used in the arts . . . . 12,000,000

£29,500,000

As he estimates the snnual production of the mines at
£39,050,000, he finds there is only a surplus of £9,550,000,
both of gold and silver, to be hoarded, exported to the East,
or pressed upon the market. Under these circumstances, the
maximum fall of value would be only 18 per cent.!

For my part, I cannot bub agree with Chevalier, that even
his estimate of the consumption of gold is greatly exaggerated,
especially as regards the extensiou of currency. A more
moderate estimate would indicate a greater surplus produce of
gold and a greater probable depreciation, say 50 per cent.;
but all such estimates are so uncertain that I care not to dwell
apon them.

It remains to be remarked, that any conclugion drawn from
the preceding calculations ia based upon arbitrary aseumptions,
each of which is more favourable to the fall of gold than by
right it ought to be; and that, for simplicity, I have also
made an omission in the calculation which similarly tends to
exaggerato the conclusion,

In the first place, I make no doubt that the consumption
of gold will increase rather more rapidly than its value falls,
That large part, indeed, which swells the currency of varions
countries will follow this simple law pretty exactly ; but were

* «Booyo, Brit.” (Bightb Edition) art. “ Precions Metals,” p. 466,
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gold to fall to anything like half its old value, there could not
fail to be a new demand for the purposes of ornament, luxury,
and nse. 'This is the first thing that would tend to diminish
the fall of value.

Secondly, the mines are far from maintaining their original
richness. The alluvial deposits, even in the first ten years,
show signs of exbaustion, snd the deficiency cannot be fully
-supplied by quoartz-mining. This decreasing fertility of the
mines will so strongly tend to arrest the fall of value that we
must consider it more fully in another section.

Thirdly, we have treated the £10,000,000 or more of gold .
annually added to the currency, owing to the increasing re-
quirements of trade, as if it were consumed and destroyed,
which is not the case. Being retained in use as currency, it
is not only subject to wear and tear, bub also requires an
increase every yesar, as its valuo is depreciated, The resnlt is,
that although the wmass of geld eventually in nse will exceed
our estimate {A+d), the annual consumption will also be
greater—so that it will soomer balance the annual supply.

The value of gold will bo arrested boforo it fall to,”” < of ts

original amount. To correct this omission would require cal-
culations of a complexity unsuited to this inquiry, and to
obtain any mathematical conclusion, proceeding on other than
simple and arbitrary, but approximately correct laws, would,
of course, be impossible.

The extension of the carrency of the world, caused by the
spread of commerce, tends to retard the fall of the value of
gold. This extensiou must not be confused with that increase
or swelling of the currency which is an effect of its deprecia-
tion. It seems to me that most writers have over-estimated
the consuwption of gold by the first canse, perhaps in con.
sequence of not keeping it perfectly distinct from the latter
effect.
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XXTIL—O0f the future Supplies of Gold from the Mines.

The amount of gold which may be procared from almost
suy quarter of the globe is, so to say, unlimited; but the
critical question is, Will it pay to extract it? If the gold-
fields of Victoria offered to every labourer who chose to resort
thither the reward of fifteen shillings per day, the conntry wounld -
soon be demsely populated, its prosperity ever increasing, ite
produce of gold constantly growing, and gold would soon be
reduced in valne to & half or & third of its present value.
Thus Chevalier, quoting some statements of the year 1854,
when the gold fever was at its height, takea the ordinary earn-
ings of » miner, whether in Australia or California, to be at
least ninoteen francs per day. *‘‘If, then,”* he adds, “the
auriferons regions preserved indefinitely the same richness, the
value of gold might fall uutil the sum of nineteen of onr
present francs in gold (fifteen shillings and tenpence) was
only equal to the ordinary price of a day’s labour in California
and Australia, after the cost of subsistence and the rate of
wages should have there found their permanent level,”

Such would, no doubt, be the conclusion from the data;
but anything more erroneouns than those data cannot be easily
found. I speak with the advantage of having resided in a
gold-producing colony, and travelled over nearly all the chief
diggings of Australia,t when I say that the greater number of

¢ Do la Baiase Probable de FOr, oto. 1859,p.51. Cobden’s transiation, p. 43.

+ Iresided in Bydney, a8 one of the assayers of the Royal Mint, from Ootober,
1364, until December, 1858, In 1856 I visited Bofals, the Taoron river, and
the diggings of the neighbourhood, thon in an active state. In January, 1859,
I had an intoresting trip to Braidwood, Jembaicambene, and the Araluen river.
When lesviog Agstralia, I travelled by mail-car from Sydney overland to
Melbourns, sesing the Yackandandah and Beechworth diggings on tho way,
and subseqnently examined the Ballaarat mines, Bondigo, Tarrengower, Adelong,
Foreat Oreek, Cregwick's Creek, eto, The results of my obssrvationa were given
in & paper, eniitled “ Hemarka on the Aonstralian Gold Fields,” read to the
Manchester Literary and Philosophiocal Bocisty, 16th November, 1859, aod
printed in the first volumo of the third series of the memoirs of that society,
soasion 1869-60 (1862), pp. 115-180. The supposed geological formation of the
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gold-diggers earn small and precarious wages. 1t has been
said, that sll mining industry, like speculation in lotteries, is
carried on at a loss. This is especially true of gold-digging.
From the first, the great attraction of the diggings was in the
freedom and novelty of the life, and the exciting chance, how-
ever small, of a sndden fortuane, rather than in the reasonable
prospect of good steady earnings.

The greater nnmber of the diggers pass a most laborions
lifs, to gain average returns of only a few shillings a day.
They continue the occnpation more from love of independence
than from love of the gold produced. They strive to keep up the
pleasure of the chase by frequent removals from one digging
to another, on the slightest report of new discoveries. There
has, in fact, arisen a large class of experienced but nomadic
diggers who are constantly making what are called “rushes,”
and who often, on the most unreasonable grounds, make
journeys from one colony to another, a thousand miles or
more away. I have seen ten thousand diggers and others
assembled in a “rush ”’ during two or three woeks, on a plot
of gronond where a rich discovery was ““reported” to have
been made, and where a town of wood and canvas was already
risen, or quickly rising, with its shops for butchers, bakers,
clothiers, jewellers, and even hotels, banks, and newspaper
offices. ~The excitement of the occupation draws crowds
to dig for gold who wonld make far better profits at their
proper trades, The production of gold during past years has
thas been altogether beyond the governance of economic laws ;
it has not been requisite that the produce shonld pay the cost
of production, and remunerate labour equally well with other
occupations which are open to the labourer.

gold-fetds of Viotorin is shown by a large diagram. The geologioal remarks
are doubtless of small value. I reprint ss an appendix to this essay (below
p. 114) the remarks on the future snpply of gold which formed the third
patt of the paper, and which seem in some degree to have been verified by
the subsequent comrse of events—events, however, not by any means yat
brooght to a close.
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I cannot think that this present state of gold getting will
endure, The nomadic class of akilful *prospectors,” or gold
seekers, will die out in some ten or fifteen years more, and
gold-digging will become a more steady and ordinary occupa-
tion. Having less of the attraction of a lottery, the total
produce cannot fail to be reduced. Those who have hitherto
formed the poorer classes of diggers will be attracted from the
occupation by wages offered in other occupations, and any fall
of the value of gold must accelerate this changs. I believe it
has already done so.

In opposition to Chevslier’s quotation of a gold-miner’s
earniogs in 1854, I will atate that in a Parliamentary Paper*
the wages of a farm labourer in 1858, in New Sonth Wales,
are quoted at four shillings per day, and the wages of a ahep-
herd at five shillings and sixpence. It is well known, too, that
for some years back thers have often been in Melbourne and
Sydney crowds of etrong labourers, chiefly unsacceasfnl diggers,
clamouring for employment from the Government at about four
shillings per day. Owing to the high cost of subsistence in the
colonies, such wages were regarded, and were in fact scarcely
. more than a pauper’s allowance. These facts prove that there
18 a wide margin of gold production which must be given up
as the falling value of gold still further reduces the profits.

What has been said does not apply so fully to those men,
or companies of men, who are furnished with capital and en-
sbled to undertake large sluicing works, deep sinking, or
quariz-mining and crushing. That there is an extensive area
open for such works is beyond doubt. It is equally beyond
doubt that certain quartz mines, and certain beds of alluvinm,
will yield gold for ages to come. But geld-mining will more
and more become submitted to the principles of ordinary
- industry, by which both capital and Ilabonr seek the occupation

* Biatistical Papers relating to the Colonial Posseesions of the Tnited
Kingdom, Part V., 1868, p. 277. A statement more to the poiat i in Appendix,
Nota D, of this tract, p, 111,
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which gives the largest returns. The falling value of gold
cannot fail, therefore, seriously to retard such steady gold-
mining. And these operations, however well conducted, will
not yield the lottery-like returns that were got at the first
scramble from the newly-discovered alluvium of Ballaarat and
Bondigo. The gold produce of Victoria has long since reached
its maximum, and is declining, partly perhaps owing to the
“ rushes ™ of diggers to New South Wales and New Zealand,
but partly, as I think, to the failing richness of the deposits,
snd the falling value of gold.*

The only way in which the gold produce conld be kept at
the high amount of past years, would be by a succession of
discoveries of rich gold-bearing alluvinm. But it seems to be
the nature of these alluvial deposits to be easily discovered
when once attention is drawn to their existence, and to be
quickly rifled of their thickest riches. It is a most singular
fact that, in Australia at least, all the richest deposits were
found in the first year or two. Ballaarat and Bendigo seem as
if they would always maintain the leading position they took
at the very first. Though nearly the first spots worked in
Victoria, they are likely also to be the last. And so of other
gold-fields ; the first coup has generally been followed by a great
many lesser ones, but anythiog like a progressive discovery
of gold allavium seerns to be against the nature of things.

The supposition, then, that the gold produce will decrease
in the same proportion as the value of gold, is probably less
than the truth. The failing richness of the gold deposits will
occasion, in my opinion, a still greater decrease; so that the
fall of the value of gold will be arrested earlier, and at a higher
point, than according to my assumptions in the last section,

XXIV.—Of the probable ultimate Fall of Value,

Chevalier suggests that the value of gold may fall to half
its former amount, or by 50 per cent. From a general view of

* Bee Appendix, Note E, p. 113.
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the facts and arguments already presented, I am inclined to
think the fall will be arrested af, perhaps, 80 per cent. As I
think it not improbable that a depreciation of some 15 per cent.
haa already occurred {though I do not positively sssert it}, it
will follow that the more serious and sudden part of the fall
is already felt, As shown in Section XXI., the fall is most
eudden at the first,

‘Having arrived near to the Limiting value at & rate ever
decreasing, the value of gold will probably long remain very
steady, becanse its area of production has been so much ex-
tended.* Before the recent discoveries, no gold mines of value
have been in the possession of any Anglo-Saxon pation. They
have been chiefly in the hold of the Spanish and Russian
Governments, subject to arbitrary restrictions and taxes. In
English or American hands the production of gold becomes a
matter of free industry and skill. It must follow that the
produce will conform more clogely to commercial principles ;
s rise or fall in the value of gold will be followed more exactly
by an extension or cessation of the production. At the same
time, the greater area of production, offering escope for more
various competition and eqnalisation of local fluctnations, and
the greater and more various modes of consumption, will all
tend to render the demand and supply of gold more egnable
and its value more constant.

XXV.—That the Values of Gold and Silver will probably relurn
to their ancient Proportion,

It is curious that the utmost depreciation of gold which can
be considered likely, will be just about sufficient to restore

* In wmaking this remark no acoount was taken of the recent extremo
variations in the demand for gold due to arbitrary changes in the currency
pystems of nations, consisting both in the substitution of the gold for the ailver
ptandard, a8 in Germany snd Scandinavis, and the operations of paper currency
emitted at one time and withdrawn at another, ag in Italy and the United
Gtatee, If governments will in this way derange the conditions of supply and
demand, it is impossible that valuer can remain steady.
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gold and silver to the proportional values which they usually
held in the middle and older historical ages of the world.

According to the earliest authentic statement which oceurs
in Herodotus, gold was, in the reign of Darius, thirteen times
more valusble, weight for weight, than silver.

About fifty years later, the proportion in Greece, sccording
to a statement in the Hipparchus of Plato, seems to have been
twelve to one, _

The pillage of the templs of Delphi, in B.c. 357, throwing
more than 10,000 talents of gold into circulation, redunced its
value to about ten times that of silver. This rate, there iz
reason to suppose, continued mntil about 170 years after the
death of Alexander,

In the Roman world, the value of gold is said to have risen
ab one time as high as 17 times that of silver. When Cmsar
returnod from Gaul, with much spoil of gold, its value fell to
9 times that of silver; but these fluctuations were probably
temporary. From the time of the Emperor Galba to that of
Alexander Severns, the ratio of values was that of 12} to 1.
Under Constantine, it was 104 to 1; after his reign, however,
gold became 14% times a8 valuable as silver, During the
middle ages the ratio varied between about 10 and 12 to 1%
but soon after 1600 it began to rise gradually, in consequence
of the supplies of silver from the new American mines pre-
dowmiunating over the supplies of gold. In 1717 the valnes
of the English silver and gold coins were fixed at the ratio
of 15209 to 1, and only changed in 1818, when silver coins
were reduced to the subordinate rank of tokens.f

* Bee a table of the English Ooinage in Tooke's * History of Prices,” vol. vi.
pp-417-19.

+ Fuoller details concerning the history of the Jomparative Value of Gold
and Bilver will be fonnd in Lord Liverpool'a Treatise on the Coins of the
Bealm, 1803, Appendix, pp. 239-266 ; Repriot by the Bank of England, 8vo,

1880, pp. 267-95; The American Report on the International Conference of
1878, with Appendix by Mr. Dana Horton.
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Thus, from the time of the earliest historical notice down
to the discovery of America, gold was not on an average worth
more than 10 or 12 times as much as silver. The superior
abundaace of silver in Ainerica appeared permanently to alter
the proportional values, so that for some two centuries past,
gold has been as much as 15 times as valuable as silver. And
the proportion has been very steadily maintained,

The Australian and Californian discoveries have now come
as the great counterpoise to the Peruvian and Mexican dis-
coveries of the 16th century. Gold, in falling in value 30
per cent., will perhaps return to its old relation to silver—that
of 10 or 12 fo 1.

It is not ab all unlikely, however, that silver is now suffer-
ing, or will soon suffer, & certain depreciation, independently
of gold. The discovery of the Pattinson process for sepa-
rating silver from lead, has been equivalent to the discovery of
new mines. And were the SBpauish American States to be
redeemed from avarchy by again falling into the possession of
any European government, it is certain, as Chevalier has
rewnarked, that they wounld throw largely increased supplies
of silver upon the market. This possible permanent deprecia-
tion is, of course, quite distinct from the temporary depreciation
of, say 6 per cent., caused by the pouring ont of the French
silver currency. When the silver currency is nearly exchanged
for a gold one, as will soon bave happened, this supply of
gilver will of course suddenly cease, and the price of silver
will quickly rise to between 65 and 70 pence per ounce Troy.
When the price rises above 66 pence per ounce, it will be
neoessary to diminish the weight of the English silver coins,
in order to provent their being exported like the French
coins ¥

* Theso aatioipationa have, of ocourse, been falsified by the substitution of
gold for gilver currency, and alao by the discovery of the great Nevada silver

mines. The anbject ia furtber discussed in the later papers on Bimeatallism end
the Silver Queation.



CHAPTER 1V,

Sociar Errrers or THE DEPRECIATION OF (GOLD 8KT FORTH.

XXVI.—How the Effects will be apparent,
Ir is worth while to consider what social effects the present
depreciation of gold must have, through the virtual alteration
of all fixed money payments. The ordinary dealings of
manufacturers, merchants, and traders, being terminated in
the course of a few months, or, at the most, of several years,
will be comparatively unaffected by an alteration of the
standard which merely increases the figures in their cash-
books and ledgers without altering the balance. It is otherwise
with the accounts of any person who, by virtue of a contract,
has a fixed sam of gold money to recsive or pay on one side of
his account, while the sums on the other side, depending on
the prices of the chief articles of subsistence or commerce,
increase ag gold falls in valne. The balance of his accounts is
deranged in a very serious manner, as disadvantageons to the
receiver of the fixed sum as it is advantageous to the payer.
A fall in the value of gold virtually violates every contract
expressed in gold money, and beuefils the debior at the
expense of the creditor. Hxactly the same effects will follow
wherever a payment remains fixed at its former amount by the
force of custom and habit, It may, perhaps, be eaid that
there is hardly a person among the 30,000,000 in the kingdom
but is affected more or less, for better or for worse, by the



78 THE VALUE OF GOLD. [

change which is taking place. The same may be gaid of every
other conntry where contracts are performed, and payments
made in gold.

There has been no want of alarming predictions of the social
effects which must thos follow the alteration of the standard of
value. Chevalier says* of the period of change :

“ Thig transition will be an interval painful to pass over,
and will be marked by innumerable shocks and sufferings. .

¢ The value of all properties will be subjected to a painful
uncertainty, and to injurious fluctuations, It will be still worse
for those persons to whom I have already alluded, whose
incomes consist of a sum of money {napoleons or sovereigns)
fixed in advance. .They willlivein a perpetual state of trouble,
anxiety, and aneasiness. They will sink by whole sections from
their present state to another, in which they will enjoy only
the half of their previous comforts ; reasoning, as I always do,
upon the assumption that gold falls to the half of its present
value. They will be flung headlong, withont rule or measure,
down to & lower station, and without ever having the chauce
of preparation, for it i3 the very essence of changes of this
kind, subjected as they are to many opposing influences, to
pursue an irregular and disorderly course.”

Cobden, in the preface (p. ix) to his translation of Chevalier’s
Essay, oxpresses a similar opinion :

““ Wages and salaries of all kinds would eventually rise in
proportion to the enhanced price of coramodities, but the
transition would, I fear, be accompanied with much incon-
venience and suffering, The rise would not be steady and
continuous, but would be effected by leaps, and after struggles
which would tend to derange and convulse the relations of
capital and labour.”

On the contrary, I think that the alteration of the value of
gold must, especially for the future, be most gradval and gentle

* Cobden's translation, p. 114. ' De In Baisso Probable de I'Or,” eeo. vi.
ehap, fi, p. 191,

.



1] ALARMING RESULTS PREDICTED. 79

in its effects. Far from taking place with sudden and painful
starts, flinging the rich headlong down o a lower station, and
sheking the groundwork of society, nothing ia more insidicus,
glow, snd imperceptible. It is insidions becanse we are
accustomed to use the standard as iuvariable, and to measure
the changes of other things by it, and a rise in the price of any
article, wheu observed, is naturally attributed to a hundred
other causes than the trne one. It is glow, becausa the total
accumulations of gold in unse are but little increased by the
additions of any one or of several years* Tt ia imperceptible
becanse the slow rise of prices due to gold depreciation is dis-
turbed by much more sndden and considerable, but temporary
fluctnations which are due to commercial ‘canges, and are by no
means a novelty.

It is almost impossible, too, for any person to detect the
effects of the change of standard in his own personal affairs.
Besides the interference of changes in prices and profits and
activity of trade, which affect most persons, each individual
has his own fluctuations of prosperity and adversity. If his
income is not variable, at least his expenditure is more or less
s80. 'There are & hundred items of expenditure, some increased,
some diminished, and among the variety of unmeasured cir-
cumstances, it is impossible for him to feel the very slow and
measured change of 20 or 30 per cent., spread over twenty or
thirty years. If his receipts are variable and increasing, he
enjoys the conscionsness of prosperity, and probably attribntes
it complacently 1o his own abilities and deserts, If his income
congists of fixed dividends or rents, he receives the same
pieces of money as before, sud has no thonght that they are
not what they were. It iz when he comes to pay his household
bills that ho can alone feel the difforence. And then the
difference seems to arise from the deficient harvest, from the
growth of population, from the extortion of tradesmen, from
snything rather then the change of a British sovereign frosh

* Ag ehown sbove, chap. iii. Beo. xxi, p. 64..
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from the Mint. Value is the most invisible and impalpable of
ghosts ¥ and comes and goes unthought of while the visible
and dense matter remains as it was.

So it certainly has been, I think, in the last fifteen years.
Prices rose about 1853 so much that no trader or housekeeper
could be ignorant of the change in the case of several articles
at least, But then therise of prices is diversified by oceasional
falls until the original state of things fades from the memory.
The fluctuations noticed are rightly attributed to the prosperity
or stagnation of itrade, to an increase of demand, or to a war
which happens to be waging in some part of the world. It ig,
in fact, impossible by the ordinary observation of two or three
arficles, to separate and detect the change of prices due to
gold. Only a laborious inquiry extending over the commercial
records of many years, and over most of the articles of com-
merce, can enable us surely to separate the gradual but
permanent effects of gold depreciation from more noticeable
but temporary changes. It is needless to add that the working
out of long tables and logarithmic calculations is not s popular
occupation. Thus it is that a considerable fall in the value of
gold, and I believe the most sudden and serious part of the fall
that can be expected to occur, has occurred while almost all the
world were either without thonght of such an event, or
altogether in doubt about it.

XXVIL.—COlassification of Incomes according as they suffer from
Depreciation.

It will be well to examine rather more closely the effects of
the depreciation of gold upon individuals in different circum-
stances. We can always arrive at the effect by separsting

* That is to say, value is an impalpable relation; there is no such thing aa
sntrinsic valus, a8 I have endeavonred to show in * The Theory of Political
Econoiny,” pp. 81-83; Second Edition, pp. 82-91; * Money and the Mechanism
Exchange,” p. 8.
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those items in their accounts which are fixed money payments,
from those which depend on the variable prices of commodities,
or on rates of wages. So far as fixed receipis are balanced by
fired payments, or variable receipts by variable payments, there
is neither loss mor gain. But so far as fixed receipts are
balanced by variable payments, and variable receipts by fixed
payments, there is respectively loss and gain to the whole
extent of the depreciation of gold occurring since the pecuniary
conditions were fixed by contract or otherwise. A forther
distinction, however, will have to be drawn between receipta
altogether fixed, and those depending on fixed charges. The
foes of a lawyer are fixed by law, but his income chiefly depends
on the number of his clients. The tolls of a bridge are usually
defined by Act of Parliament, but the receipts of its owners
depend on the amount of traffic. In every snch case we shall
have to consider separately in what degree the virtnal lowering
of the charges effected by the depreciation of the standard, will
occasion 80 much more costom or traffic as to prevent loss of
income,

Taking first the receipt side of the account, I will attempt
o classify the various kinds and sources of income, according
as they are more or less affected by gold depreciation :

The incomes and property of the following classes of persons
are perfectly fized in money amount and suffer io the whole
extent of the depreciation of gold, it being understood that the
paymenta contracted for are expressed in British or gold
money.

British fundholders, stockholders, or annunitants, and holders
of exchequer bonda or bills.

Holders of bonds, annnities, or any kind of debt (in gold
money), due from Foreign Governmeunts.

Holders of bonds, debentures, otc., with fixed intereat on
money advanced for roads, docks, or other public works,

Holders of preference shares or debentures of fixed interest,
and, to some extent, all shares with guaranteed interest.

@
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All creditors, the payment of whose fixed claima is deferred
any considerable interval of tima.

Mortgageees.

Owners of leasehold property, as regards the period of the
lease.

Holders of policies of insarance, whether upon life or other
risks,

Depositors in banks, savings banks, or in private institutions
and firms, or in the hands of private individasla.

Owners of any contingent claims, definable in money, upon
friendly societies, or other institutions, or npoun individuala,

Bank-stock proprietors, shareholders of joint-stock banka,
discount companies, bankers, capitalists, bill discounters and
dealers, money-lenders, and all who hold or own capital in
the form of money. (It is very difficult in these cases to
separate the effect of a variation in the value of gold, in
which their capital really consists, from the variation of the
value or interest of money, and the varying success of the
business.)

Goldsmiths, bullion dealers, misers, or others who hold any
considerable quantities of gold.

The Royal Family, officers of state, judges, government
employés, and others upon the oivil liet, with fixed salaries or
pensions:

Officers and men in the army and navy.*

Half-pay officers, and pensioners not receiving subsistence
in kind.

Holders of endowed offices of any kind, fellowships, ete.,
where the receipts are defined in money.

All persons receiving pensions, alms, or allowances of fixed
money amounnt.

Each of the above classes suffers the loss accruing from the
depreciation of gold between the moment when the payment

* There has rince, however, boen a general advance in the rates of pay of
almost all officers, soldiers, and other government employés.
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became defined in money, and that at which the payment or
seriea of payments is made (or rather expended). The loss, of
course, i3 inappreciable unless the interval of time concerned be
several years at least. But a person may soffer the whole
effect of the depreciation, although frequently changing the
form of his property, so long as it is held continuously in any
of the forms above described. Thus, if a person holds hia
fortuns in gold or banknotes for a time, then ag a bank deposit,
next investing it in consols, or in bank atock, finally perhaps
lending it on mortgage, he will still suffer the depreciation of
the whole interval of time elapsed.

Becondly., The next class of incomes contains those depend-
ing on fiwed charges, established by law, custom, or conventence.
Tt is impossible to form more than a rude conjecture ss to
kow far the lowering of the rate of charge will increase the
traffic, costom, or activity of business; but I will begin with -
those that seem likely to have least compensation from thia
source.

Bolicitors, attorneys, and other lawyers whose charges are
fixed. Their business can only in a very indirect and partial
manner receive increase. '

Physicians, with their customary fee of a gninea, will
ecarcely receive full compensation.*

A pgreat variety of payments at exhibitions, theatres, and
entertainments, fixed by custom at one shilling, of snbscrip-
tions to mocieties, clubs, charities, ete., school or college fees,
pew rents, mostly fixed at customary amounts, are not likely to
be wholly compensated.

Foes to registrars, clergymen, public officers, ete., will yield
Little or no compansatio:?.

Tolls of roads, bridges, and ferries are usually fixed by law,
but increased traffic will probably give ample compenaation.

Tolls on railways, canals, telegraphs, steam-boats, etc., may

* But not a fow of them have sinoe raised the fee to two guineas.
a2
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be raised, or a lowering deferred by the fall of the value of
gold; it will depend upon the skill with which the tolls
were originally adjusted whether the revenue is increased or
diminished by the slight alteration dne to gold. In any case,
it may be said that there are few kinds of property that will
suffer less from depreciation of gold. The same may be said
of water aud gas companies,

Charges of cab-drivers, postmasters, carriers, licensed
porters are usnally fixed by law or costom, but will be fully
compensated,

Post-office charges, especially the penny stamp, will cer-
tainly not be raised in consequence of gold depreciation, but
the continuous increase of the revenue more than covers any
depreciation. '

Thirdly. Although each of the preceding classes of income
inclodes a great aggregate amouont, the third class is still
greatly more comprehensive and important. Among those
variable incomes which are entirely independent of the value of
gold, and thergfore suffer no loss by its depreciation, are those
of manufacturers, farmers, contractors, mine-owners, ship-
owners, who depend chiefly on their skill and good fortune;
of merchants, brokers, agents, tradesmen, commercial travellers,
hawkers, and dealers generally, whose profits nsually consist
of & percentage on the value of the articles turned over; of
artisans, skilled workers, labourers, porters, domestic servants,
and others receiving variable wages.

I may add innkeepers, lodging-house keepers, medical mey,
apothecaries, and others who make uncertain charges, per-
formers of varions kinds, and a host of others whose charges
and earnings are equally uncertain,

Boldiers, sailors, pensionera, panpers, and others receiving
support in kind will not suffer so far. All persons owning
land, houses, or other property not in money, will snffer no
loss 8o far as they either occupy or use the property or let it
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for short periods ; in leasing it for long periods, and for money
rents, they will lose. Clergymen, in receiving tithes and
variable rents, will not be losers,

There is, however, a very large class of incomes, inclading
wages or salaries, which muat be considered of quite uncertain
position, In a large proportion of cases the salaries of clerks,
officials, and other employés, or the wages of servauts and
labourers, will remain unchanged for long periods of time by
want of attention to the changed value of gold, or the general
dislike to alteriug or discnssing an agreement once made. In
those cases, where the salary or rate of wages remains un-
changed, the office or employment must usaally be reduced to
a lower rank, and command less efficient services. This will
often be the case where the income from which the salaries
are paid is also fixed, and liable to loss from depreciation. In
other and the majority of cases the salary or wages will be
raised after the lapse of & certain time* Artfisans, mill-haunds,
and other skilled labourers will obtain the increased wages
by strike, if not by the free acquiescence of their employers,
It is not unlikely that the great strikes which occarred
a few years ago were partly caused by the depreciation of
gold.

XXVIIL.—Of Brependiture as affected by Depreciation.

For every person who suffers loss in a fixed income or claim
from depreciation of the money in which it is paid there must
be some person or persons who gain. But, with few exceptions,
the corresponding benefit is very much diffused. There are
bnt few individnals subject to fixed payments of long en-
dorance. The fixed payments suomerated in the first class of

* This ie what has taken placs na » general role.
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incomes are chiefly due from the Government, or from public
or private companies, or institations. It will be shown that,
as regards the Government annuities and other fixed pay-
ments, the whole community gaing in the unintentional
remission of taxation which gold depreciation has effected.
Foreign goversments and peoples equally gain as regards
debts in gold due from them. All publio companies, corpora-
tions, or their members and shareholders, gain in the partial
remission of their debts, the effect being a slight improvement
of the dividends. In the case of banks, insuraunce companies,
capitalists, goldemiths, or others holding any part of their
capital a8 money or gold, their loss, or that of their depositors
or claimants, is not prodoctive of any corresponding gain
to other persons. They auffer from the actual depreciation
of money in their hands. The lessees and mortgagors of
property gain to the full extent of what lessors and mortgagees
lose.

The lowering of fixed charges considered in the asecond
class of incomes, was found to inflict a very partial loss on
their receivers, but it occasions a great benefit to the publie
at large. The payments for conveyance, for amusements, and
for a great variety of services, being virtually lowered, persons
either spend less upon them than before, or else by availing
themselves more freely of such services, they gaiu in comfort
and recreation. The effect is & general increass of business,
inducing increased indnstry and energy, with very slight
exceptions, of 8 most beneficial character fo all classes.

Ag inocomes in the third class suffer no loss, there is, of
course, no corresponding gain.

The greater part of the expenditnre of all individuals
consists of payments for food, clothing, variable remt, and
innomerable charges which increase pari passu with the
dopreciation of gold. If these charges are defrayed out of
a fixed incoms, the increase of expenditure must either be
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met by catting off former savings, by relinqnishing former
enjoyments, or by exertion in providing new sources of
incoms,

XXTX,—Effects of Depreciation upon the Revenue and
Bzpenditure of the Country.

It is & principle, and a very good one, of the English tariff,
to define all charges as much as possible by reference to fixed
weighta or measures of commodity. Ad valorem duties are
imposed only upon such rich articles as lace, silks, and precious
stones, of which the weight or messure bears no conatant
rvelation fto the value.* Thus the tendency to fraudulent
misrepresentations concerning the value of goods is, as far
a8 possible, removed. Similarly all the excise charges and
asgessed taxes are defined by qgnantities—bushels of malt
gollons of spirit, number of horses, and so forth. The stamp
charges are partly fixed, such as those on most kinds of legal
documents, But when a legal document expresses a money
claim, the stamp charge is regulated in some proportion to the
asmount of the money, as there can be but little misrepreseunta-
tion for the purpose of evading the tax. Among these ad
valorem stamp duties fall the whole of the duties on legacies,
letters of administration, and probates. The larger part of
the income.tax and the miscellaneous sources of revenune are
also ad valorem, increasing with the prices of articles.

It would not be possible to determine with exactness how
much the reveune suffers by the deprecistion of gold, withont
going through the whole of the National accounts in detail,
Bat separating en masse, and when necessary by conjecture,

* There are no ad valorem dutien at all in the present English tariff; nor
were there, I think, when the above sentence was written. In 1821, jewels,
exoepting diamonds, were charged with a duty of 20 and 50 per cent. of their
value, nocording as they were mot set, or were in any way manufactured.
Laoe aud many other thinga were taxed ad valorem.
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the part depending ou fixed charges from that which is ad
valorem, and therefore increases with the increase of prices,
we have the following rnde estimate for the year 1860 :

Independent of Variabla with the
the valne of gold, value of gold.

Customs . £24.891,084 . . Inconsiderable
Ezecise . . 20,240,467 . . None
Stamps (say) . 2,040,091 . say £6,000,000
Income and pro- } Incousiderable . . 9,666,142

perty tax
Assgessed taxes ., 2,100,539 . . None
Landtax . . 1,187,084 . . ,
Post Office  , 8,810,655 . . ,
Woods, Forest

" 5 TOTORLs, }Inconmderable .. 416,31
Miscellaneous . N .. 1,801,584

Adding up the respective columns we obtain the following
totals:

Independent of value of gold £53,219,870 or 75 per cent.
Variable with the valueof gold 17,884,257 ,, 286

Total revenne (1860) £71,104,127 100 ,,

It would appear then that almost exactly three-fourths -
of the revenme of the year 1860 afforded no equivalent to
counterbalance the fall in its value,

Turning to the public expenditure of the country, we find
it still more difficult to separate the fixed and variable pay-
ments with accoracy. The following estimate is therefore
founded on little more than conjecture. It is made alse on
the assumption that no salaries or pensions bad received sny
increase in 1860, on accomnt of the diminished value of
gold:
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Posric ExrEnNDITURR oF 1860 yor ToE Umitep Kixenow,
Fixed paymenta. Vuriable payments.
Public Debt. . . #£28,638726 . . None

Civil List . . . 515,588 . . 2

Civil Government (say) 1,435,116 . . £497,111
Justice (say) . . 1,833,078 . . 1,620,681
Diplometic (say) . . 374,336 . . 50,000
War in China . . None . . 858,057
Army and Ordnance . 7,300,000 . . 6,757,186
Navy . . . . 5,000,000 . . 6,823,859
Public Works . None . . 945,860
Eduneation (say} . . 844,334 . . 446,297
Colonial charges (say) .- 142,625 . . 160,000
Miscellaneous (say) . 477,685 . . 400,000
Collection of Revenue (say) 8,321,132 . . 1,280,568

Addiog up the columns as before we get :

Total fixed psyment . £49,882,620 or 72 per cent,
Total variable payment . 19,779,619 ,, 28 ,,

Total real expenditure . £69,662,239 100
Redemption of Exchequer
bonds . . . v 2,000,000

Total expenditere. . £71,662,289

From these estimates it would appear probable that the
national balance-sheet is scarcely affected in a direct manner
by the deprecistion of gold. The increase of the variable
charges dependent on prices, and forming one-fourth part of
the expenditure, seems to be just balanced by a corresponding
increase on one-fourth part of the revenne which happens
to be levied ad valorem. This is on the assumption that
Government salaries in general, and the pay of the army and
navy, have not been increased. How far these Government
employés can be said to suffer, in common with other classes
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of the community, by the retention of old rates of salary and
pay will be shortly considered.

We must not forget, however, that even the three-fourths
of the revenne which proceed from fixed duties is of the same
nature for the most part as incomes included in the second
class. Though the charge on each gallon of spirits or each
pound of tea be virtually lowered, the uanal effect follows,
namely, an increase of trade and consumption. The breach in
the real value or efficiency of the revenus, even when derived
from fixed charges, is soon repaired by the secondary effects of
the lowering of the charges. And the community derive nearly
a8 much benefit from this unintentional remission of taxation
a8 from any of the great remissions effected by Peel or
Gladstone. I am thus unable to agree with the opinion of
Chevalier, who, with the instincts of a French writer, thinks
the results of the depreciation of gold will be a revolution at
least,

““There are grounds,” he says* *for apprehending many
other difficulties, political or administrative. It would be
necessary to enlarge the budget, for wherever the State
appeared as a customer, it would have to pay dearer than
formerly. . . . The angmentation of the budget, assuming
it to be considerable, means an aggravation of the public
bardens, which excites, even when justifiable, the popnular
discontent, just in proportion to the degree to which taxation
is increased. T believe I run no risk of contradiction, by any
politician, in saying that a Government which should have to
double the taxes in the conrse of a few years would thereby
incur very great perils.”’

The revenue naturally increases more than pari passu with
the expenditure during a time of depreciation, so that unless
warlike preparations, or the demands of the people for lower
taxes, absorb the surplus, there will be encugh to give a fair
increase to the lower classes of Government employés. But of

* Cobden’s translation, p. 120, * De la Baisss Probable de '0r,” p, 197,
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late yeara the English people have seemed to think that the
first daty of their Government is to take off taxes. The rise of
the nominal amount of the revenne and expenditure no doubt
contributes to the impression that the amonnt is excessive.

XXX —Influence of Depreciation on the National Debt,

The most remarkable effect of the depreciation of gold is a
considerable reduction of the National Debt, This, il is need-
less o say, is an event which few of us could have hoped to
live and see.

The National Debt of this conntry was in 1860 represented
by a capital of £819,079,305. The annual charge was then
£26,176,275. A gold depreciation of 9 per cent., which is
quite the least I can believe to have occurred, must therefore
have effected a reduction in the capital of about £75,000,000,
and in the annual charge of nearly £2,500,000, The gain
from this reduction is shared in by all taxpayers in the
kingdom, almost proportionally to the amount of taxea they
pay. Let us consider how the losa ia distributed.

The Dividends of the National Debt were on the first
dividend day of 1860 distriboted among 268,242 persons, as
followa :

Number of porsons an.

titled to snch dividends.
Dividends not exceeding £5 94,560
» » £10 43,845
» » £50 - 86,809
2 s £100 22,516
" » £200 - 12,787
» »” £300 - 3,646
» " £500 - 2,417
» »” £1000 ... 1,091
» » £2000 ... 361
Exceeding £2000 e 210

268,242
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Nearly a quarter of a million of persons (247,730) receive
dividends not exceeding £100. As several children or other
dependents on an average must share in the benefit of each
annnity, it is probable that about one million persons, or about
one in every thirty of the total population of the kingdom,
depend more or less for support npon the public annuities.
Of the larger sums too a considerable portion consists of the
incomes of hospitals, schools, and other endowed institutions of
public benefit. Bome portion of the debt forms the reserve of
securities of banks, insurance companies, and other monetary
institutions, Nearly the whole sam of money in the Govern-
ment and Post.Office savings banks is invested in the public
funds. Wo shonld never forget, then, that the National Debt
represents the savings of the poorer classes, rather than the
money-bags and coffers of the rich and luxurious.

Should gold, in the course of years, fall in value some
30 per cent., as I think possible, the pressure of the National
Debt will be no greater than if it were about 550 millions
sterling, instead of 800 millions, according to the old value of
gold. Anpnuitants will suffer and taxpayers in general gain in
simple proportion to the fall.



CHAPTER V.
Is o REMEDY NEEDFUL OR POSSIBLE ?

XXXI1.—How far 18 positive Hardship tnflicted on Annuitanis
and Creditors by Depreciution ?

No one can feel much commiseration for the richer classes
of the community even when their expenditurs presses incon-
veniently close upon their income, A footman, a horse, a ball,
or a shooting excarsion retrenched during the year, will restors
the balance without inflicting any very great hardship. How
18 it with the large mass of persons whose incomes of £50 to
£150 a year afford them little more than the necessaries and
decencies of modern life? A reduction of real income by 10,
13, or ultimately by 30 per cent., would sorely press upon their
cowforts, and even reduce them in the social acale, unless there
were some compensating tendencies, But no omne, I think, can
look at the real progress of affairs in this country, during the
period under consideration, without conclnding that an alteration
of 10, 15, or even 30 per cent., is almost swallowed up and
rendered inconsiderable among the many improvements and
ameliorations, and the general increase of industry, profit, and
geuneral prosperity which is faking place.

It wust be distinctly understood that the gemeral rise of
prices which I have proved to exist refers to raw materials, and
especially to those raised by the same processes now as twenty
years ago. Manufactured arficles in general have certainly
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not risen 80 much as the materials from which they are made;
possibly they have fallen, They fall in price, or do not rise,
becanse new and cheaper modes are constantly invented for
making them. Thus, to a great extent, we can scarcely be
said to nse the same articles now as we did twenty years ago,
or ag our fathers bofore us, Railways are radically different
things from stage-coaches—telegraphs from postmen or private
messengers ; and, similarly, half the woven fabrics, hardwares,
énd other articles we use, though serving the same purposes,
are different from what we used twenty or thirty years ago.
It would be impossible to trace the effects of mechanical skill,
of improved and more rapid conveyance, and of the removal
of legislative restrictions in cheapening and advancing all
processea of manufactura.

That manufactured articles grow cheaper rather than
dearer is no contradiction to our conclusion concerning a rise
of prices. New manufactures must be regarded as new pro-
ductions altogether—new gifts of science and patient industry.
It is the old materials which have risen in price, and contribute,
indeed, to maintain even manufactures at a higher rate.

Again, the removal of customs duties from some handreda
of minor articles, and the reduction of duties on most of the
chief articles, tends to counteract the rise of prices. For the
prices quoted in commercial lists, and used in my tables, are
mostly for articles in bond, duty unpaid. Then, we must
remember, that charges enumerated in the second class of
aources of income, as well as three-fourtha of the whole
taxation of the country, have not increased with the increased
prices of materials. Moreover, the discovery of the American
and Anstralian diggings, by creating two or three new colonies,
drawing off part of onr population, and opening new branches
of trade of the most profitable kind, haa contributed to the
general prosperity, The Repeal of the Corn Laws salone, lead-*
ing to an enormonsaly increasing yearly importation of food, to
o positive decrease of the agricultural population, and to a
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great inorease of our town population, is a concession to the
tendencies of oar country, beneficislly affecting (for the
present at least) the position of certainly all save landowners,
and them too as many persons think.

The effects of such and of many more changes effected
during the last twenty years or 8o, is seen in a general increase
of wealth and of mercantile industry and profits. Thus only
can be explained the extraordinarily high rate at which the
interest of money has in the Iast ten years often stood.
Daring 1854-57 the rate of interest was only for a few months
below 5 per cent., but for many months above it. For more
than half a year it stood at 6 and 7 per cent., and in the
end of 1857 it remained for nearly two months at 10 per cent.
Again, in 1861, interest rose to 6 and 8 per cent., and all this,
to the surprise of the elder generation, without the general
stoppage of trade, the breach of credit, and the flood of
bankruptey, which has hitherto attended such rates of interest.
It is certainly not to increasing scarcity of capital we shonld
attribute such rates, but rather to a greatly extended field for
its profitable employment.

All these great changes beneficially affecting every indi-
vidual in a hundred ways forbid us to sssert that sny person
has suffered positive loss of the necessaries and comforts of
life by the depreciation of his income in the last twenty years.
The expenditure on the principal kinds of food must certainly
be greater than it was; but there may easily be at least a
corresponding decrease of expenditure on clothes and many
other articles. To conclude, then, it cannot be proved that
positive hardship, that is to say, loss of comfortable sub-
ststence, is inflicted nupon any person by the present deprecia-
tion of gold, nor wonld even a greater degree of depreciation
necesssrily produce that effect.
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XXXI1.—0f Comparative Hardship inflicted on Owners of
Sized Incomes.

There may be comparative if there is not positive hardship
inflicted upon persons of fixed income. Half the expenditure
of all classes, down to the artisan at least, is required to keep
up a certain style of living, dressing, and appearing before the
public eye, which is considered decent and necessary for each
person’s position, or, at least, which he considers necessary
and desirable for himself and his family. The great general
increase of incomes in the third, and even in the second class,
enables a large part of the community to improve their appear-
ance and style of living, This is more especially apparent
among the wealthier classes, as the altogethber extraordinary
extension of the West-End of London over Pimlico, Brompton,
and Kensington, testifies in some degres. Now, svery weslthy
merchant, banker, builder, manufacturer, or landowner, who,
by virtue of his increasing wealth, sets up & more handsome
establishment than of old, commits a kind of wrong upon his
poor relations and friends, who, with their fixed incomes and
growing tradesmen’s bills, can hardly make the two ends meet
on the old footing.

Whatever we may conclude as to the positive hardship, it is
impossible that any social improvement, or anything except
restoration of the value of gold, can prevent comparative hard-
ship. Those merchants, manufacturers, and artisans, whose
profita and wages are growing by the new activity and
efficiency of industry, have sll the benefits of improved
manufactares, and ropid commuanication as consnmers. They
gain at both ends.

XXXIIL—Of the Influence of Depreciation on the Community
as & Whole.

I cannot bub agres with Macculloch,* that, putting out of
sight individual cases of hardship, if sach exist, a fall in the

* ¢ Enoyo, Brit.” (Eighth Edit.} art. * Precions Metals.”
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value of gold must have, and, as I should say, has already, a
most powerfully benefcial effect. It loosens the country, as
nothing else could, from its old bonds of debt and habit. It
throws increased rowards before sll who are making and
acquiring wealth, somewhat at the expense of those who are
enjoying acquired wealth. It excites the active and skilful
classes of the community to new exertions, and is, to some
extent, like a discharge from his debts is to the bankrapt long
stroggling against his burdens. All this is effected withont a
breach of natioual good faith, which nothing could compensate.

XXXIV,—That Creditors havs no Equitable Claim to
Compensation.

That there is no legal breach of money contracts by the
accidental and unforesesn deprecistion of the money in which
they are expressed, is obvious. But it will be worih while to
consider how far creditors, especially pablic creditors, can
have an eguitable claim to consideration on the ground that
the community or its government provides the money in
which contracts are expressed, and seems perhaps to guarantee
it as a standard of value.

All such claim seems to be done away with by the fact that,
generally speaking, the Legislature never obliged contracts fo be
made in gold money. Though very rightly eelecting gold as
the best obtainable standard and providing a gold currency
as & public convenience, it never professed to make gold an
invariable measure of value, and accordingly never prevented
any persons from selecting other standards if they desired.
On the contrary, from the earliest feudal times, contracts,
especially those concerning rents, have been made in corn and
other commodities, a3 well as in personal services.

In the reign of Elizabeth, when the values of gold and
silver were threatened, and actually affected by the discovery
of America, as is gold now by the recent discoveries, it was

H
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expressly provided by Act of Parliament (18 Eliz. cap. 6,
1576), on the advice of the Lord Treasurer Burleigh, and of
Thomsa Smith, Secretary of State,* that in all future leases
for life, or for a term of years, made by the several colleges
in Oxford or Cambridge, aud by those of Winchester and
Eton, one-third at leagt of the old rent should be reserved in
corn, according to the value of good wheat and good malt, to
be taken after the rate at which they should be sold at their
respective markets, on the next market-day before such
rents should be due. And in quite late years, when the new
imperial standard weights and measures were brought into
uge, Acts were passed (5 Geo. IV. cap. 74, sec, 17,and 5 & 6
Will, IV, cap. 63, sec. 14) recognising these corn rents and
ascertaining their quantity according to the new measures.
And we find, in fact, that the only legal condition of the
validity of any reats, according to the Common Law of
England, is “that the quaniwm must be either certainly

* Thia Act ia 80 interesting a8 regards the theory of value and currency,
that I quote the important paris of the Aot in the original words: ““An Aot
for maintenance of the collages in the Universities, and of Winchester and
Eston. For the better maintenanoce of learning and the better veliof of soholars
in the Tniversities of Cambridge and Oxford, and the colleges of Winchester
aud Eaton. (2} Be it enacted . . . . that no Master or chief ruler of any oollege
« - « » hy what title, style, or name scever they now be, shall, or may be oalled,
after the end of thie pressnt peesion of Parlinment, shall make any lease
for lifs, lives, or years, of any farm, or any their landas, ienements, or
other hereditaments to the which any tithes, arable land, meadow, or
pestura doth, or shall, appertein, oxcept that the ome-third part at the
least of the old remt be reserved and peid in corn for the mid colleges,
cathedral choreh, halls, and honses; that ia to say, in good wheat after six
shillings and eightpence the quarter or under, snd good malt at five shillings

the quarter or nnder, to be delivered yearly, upon daya prefixed, at the said
colleges . . . .5 (3) and for defanlt thereof, to pay to the said colleges . . . ,

in ready money, at the election of the aaid | , their exeontors . . . . after
the rate of the best wheat and malt in the market of Cambridge, for the rents
that are to be paid to the uwse of the honse, or houses, there . . . . (similarly

for the other colleges) ia or shall bo sold the next market.day before the gaid
ront shall be due, without fraud or deceit; (4) and that all leases otherwise
hereafter 10 be made, nad all collateral bonds or aseurance to the contrary, by
soy of the said corporations, ehall be void in law to all intents and purposes;
{E) the same wheat, malt, or the money coming of the same, to be expended to
the use of the relief of the commona and diot of the said colleges . . . . only (6)
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- mentioned, or be sach as by a reference to something else
may be reduced to a certainty.”’* '

The rule was further shown by the exception made by
Acta of Parliament in the case of the Truck System—that of
paying labourers wages in kind. This system baving given
rise to many abuses, it was provided that in certain defined
trades, wagea must be paid in money, clearly showing the
perfect freedom to contract in money, or in other commodities
which existed and still exists in commercial transactious
generally. It is true, sovereigng and Bank of England
notes are a legal tender; but this only means that eny claim
expressed in ponnds sterling is eatisfied and discharged by
the tender of good soversigns or banknotes. Jnst as the
Government provides certain measures and weights convenient
for public nee, and takes care that contracte made according
to these sball be inviclate, so it provides money, which is
nothing but a system of gold weights, But no one is obliged
to wse weights of gold rather than weights of any other
commodities. All that is necessary to make a good contract
is that the quantities of commodity mentioned therein may be
certainly and accurately known.

Thus it seems obvious, that the law of England has always
carefully avoided guaranteeing gold or any other commodity
28 o real standard of valne. It has never gnaranteed amonnts
of value at all, but only amonuts of commodity. Consequently
no claim for compensation can be founded on the fact that the
valoe of gold is now varying. There is no violation of justice
neither in letter nor in apirit,

and by no fraud or colour let or sold away from the profit of the said colleges

. and the follows and acholars in the same, and the ues aforesaid, upon
pain of depriration of the governor aud chief rolers of the said collegee . . . .
and all other thersunto consenting.”

Two sections containing trifling exceptiona complete the Act. The resulta
{ollowing from the Statote may be studied in “ Prices of Corn in Oxford,” col-
Jocted from manuscripte at Oxford, by the Rev. W. F. Lloyd. Ozxford University
Press, 1830.

* Bacon's Abridgement, Beventh Edit. vol. vii. p. 4

= 2
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XXXV.—Have Creditors any Claim to Ohariiable Relisf?

It is altogether another question, as to whether public
annnitants, pensioners, or other creditors have any claim
npon the charitable consideration of the commurity, Publie
annuitants and creditors, I think, have no more claim to con-
gideration than private annuitants and creditors, the gnarantee
offered by the law being the same in both cases. Though the
public, as debtors, might consent to compensate its creditors
in some degree, it could not oblige the private debtor who
gains by the depreciation of gold, to give up this gain, or any
part of it, to compensate his creditor, Thus it would follow,
that if the public undertook to compensate any annuitants or
creditors, it would in mere justice have to undertake the whole
cost of compensating all private annuitants and creditors as
well. This may be regarded as a simple impossibility. The
consequence of any such attempt would be to increase greatly
the public burdens, which otherwise are being decreased by
the depreciation of gold. And if it be true that the reduction
of income, even of the poorer annuitants, is compensated by
the ameliorations of the age, so that no positive loss of
comforts is inflicted, there cannot be any sufficient grounds
for interfering with the natural course of events.

Secondly, we should remember that if there were positive
hardship from the lowering of the value of gold, it is only one
case of hardship out of hundreds which natural fluctmations
inflict. No society could subsist under the condition that all
calamities were to be relieved. The hardship in question is,
at the worst, much slighter than what a commercial revalsion,
like those of 1825 and 1847, or a failure of harvest such as
usually occurs in every decade, or a great war and blockade,
inflicts, The loss and suffering inflicted by the present
scarcity of cotton is many fimes more serious than any
which the probable fall in the value of gold will cause. Yet
the executive Government and Parliameut also have very
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rightly refused to admit any claim for anususl compensation
or relief. By the poor law, indeed, the conimunity saves all
from positive starvation; but no Government could ever pretend
to save any portion of the people from losses and minor hard.
ships entailed by natural, unforeseen, and inevitable flactoa-
tiona, A Government which attempted to turn itself into
an upiversal assurance company, superseding all individual
forethought and liability to disaster, would scon come to grief,
like other socialistic enterprises.

XXXVIL—Ought Gold as a Standard of Value to be abandoned?

1t may seem that there is one very simple way of avoiding
all the evils and apparent injustice of gold depreciation, namely,
to change the standard of value to silver. This accordingly
is what Chevalier would advise ug te do. There is, no doubt,
much to be said in favour of the proposal. It has always been
a mere matter of opinion whether silver or gold were the better
standard. Now that gold hes actually lost its stability, all
pretence for retaining it as the standard might seem to be
gone. The country may be said to be calmly looking on
while every contract, including that of the National Debt,
is being violated against the intention of the contracting
parties.

Had gold indeed utterly lost ils ancient stability of value
there would be no other course than to abandon it in favour
of silver. But I think that the ultimate effect of the late gold
discoveries will be to render gold more than ever the pre-
eminent and natural standard of valae, The greatly increased
mass of gold in use, the extended area of production, and the
greater variety 'of mations which share in its production, will
finally render it far more steady in value even than it has
been. In becoming more abundant gold will become more
than ever the natural international currency, by the flow of
which the balauces of the exchanges of nations are adjusted.
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Tt will become more generally the money of the world.* 8o
far from our changing from gold to silver as a standard, wany
years will probably not pass before several countries, which
still cling to silver, will be constrained to change to gold.
Gold will form the mass of the carrency as regards value,
even if it do not furnish the standard, snd the inconveniencea
mre very great of nsing coins varying in denomination, as was
the case in England in the early part of the last century.

Gold has not lost its character of a standard by the late
grold discoveries. These must be regarded as one of those rans
of lack, cne of those events of extreme improbability, which
will in all likelihood not recar in the course of ages. According
o the doctrine of chances, a person may play whist until he
rets a complete hand of tranmps, or any other particalar hand
he likes to name; or he may throw dice until at length sixes
are thrown without fuil for a whole day. He might have to
»lay for years, or for centuries, or for geological ages before
such events bappened and equal periods before they should
anppen again, So it is with gold discovery. The great ox-
ension of the English race of late years had prepared the way
far sach discoveries, and when once the gold was accidentally
found in California, the attention drawn to the subject led to
 he oven greater discoveries in Australia, and to a tail of minor
Tiscorerivs in New Zealand, Nova Scotia, and British Columbia.
LT ut th‘o prosent gold fever at an end, centaries will probably
pravss without S}lch another run of luck. The character of gold
w8 standand is not muck damaged by a variation such as has
n.ot l\\;‘?urn\! wmore than two or three times in the history of the
-nm‘t\ i oof \l\-hwh t.lm last occurrence was in the sixteenth
century, and of which the next eccurrence may be as far in the

* Them mtivipationg > i i ithi

xoearh The idows hore lu-itt.l;‘o:“mn :lu:::;‘ d:::?;:d“thm e !.asl'- fovr
ot the Iator papers Publiahel ip thiz vulnme, as well a the b oy fn some
il llm‘.\lwhwism of Exchange™ chap. xii BM ia the bool‘: on “ Money
hive waintined the gaame Ohinivn eonsore l at I may fairly claim to
bl muzt beovure the tely from the frst, namely, that

etandurd moner of advanced nations.
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fature as that isin the past. The character of gold is no more
changed by these discoveries than is the game of whist by the
occurrence of an extraordinary hand of cards, or the climate of
the British Islands by ome of those extraordinmary cyclones
which at long intervals reach our shorea.

1t is worthy of remark, that gold and many other things
will assume an altogethor new condition of stability when there
are no longer new lands to explore. The centre of Africa,
" Borneo, New Guinea, some parts, perhaps, of Asias, together
with tracts at the north and south poles, alone offer new ground
at present. After these parts have been examined as well as
they may he, the chances will grow still less of any recurrence
of great gold discoveries.

Baot whether gold be a good or a bad standard, it is to be
guestioned whether silver is a better ome. A change of
standard to silver at present wonld bring no relief, becanse
gilver, ag I have shown,* is depreciated as much as gold, save
3 per ceut., which is an inconsiderable change. And when
the French silver currency has ceased to overflow, as it soon
must, and the value and price of silver rise, this restoration to
the old value wonld not, for the most part, benefit creditors,
who have suffered or are suffering, but a new set of creditors,
including many who may have succeeded to or bought np the
claims of former annuitants and creditors at their reduced
valne, and who have no claim whatever to the benefit,

It is also by no means clear that silver will be more free
than gold from future variations of importance,

XXXVIL.—Have the Gold Discoveries added to the Wealth of
the World ?

If we take wealth to be that which is agreeable and useful
to mankind, it may be safely said that the mere gold produced
by Australia end California represents a great and almost dead

loss of labour.
* 8ee above, pp. 60, 61.
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A century or more ago it was the fashion to consider gold
and silver as the only wealth, because they happeued to be the
measures and vehicles of wealth., Now it 18 more correctly
seen that gold is one of the last things which can be considered
wealth in itself, and that in its most useful employment a8
money, the very scarcity of gold is its recommendation,
rendering the value greater, and the weight or quantity to be
carried as money less. It iz only s0 far as the cheapening of
gold renders it more available for gilding and for plate, for
purposes of ornament, and for use in other ways than as money,
that we can be said to gain directly from the gold discoveries.
To over-estimate the indirect effects of these discoveries in
creating new colonies, in spreading the English people and
language, and in newly animating commerce, is no$ easy. But
in itself gold-digging has ever sesmed to me almost a dead
loss of labour as regards the world in general—a wrong against
the human race, just such as is that of a Government against
its people, in over-issuing and depreciating its own currency.



APPENDIX,

Nore A.—The sentence on the back of the title-page* is
from certain brief dialogues ‘ Imprinted at London in Fleet-
streate, neere mnto Saincte Dunstones Church, by Thomas
Marshe,” in 1581. They have been attributed to Shakespeare,
and were reprinted with his name in 1751+

The real writer, however, was William Stafford. The
dialogues attack certain common prejudices against learning,
trade, enclosure of land, ete. in & very able and enlightened
manner. They are creditable even to the age of Shakespeare,
and are interesting and worthy of perusal for many reasons.
They are to be noticed here, and have before been noticed in
Jacob’s * History of the Precions Metals,” with regard to the
great rise of prices occurring at the time, chiefly in consegqnence
of the American discoveriea of gold and silver mines. The rise
of prices was indeed atiributed by W. 8. to the debasement of
the coin, against which he argned as clearly and successfully as
has ever since been done. His mistake was not without excuse,
considering that the coin had been debased under Henry VIIL

* Bee above, p. 14,

+ Hallam remarks of the book : ** This bears the initiala W. 8., which some
bave idictically taken for William Bhakaspsare.” (Introduction to *“The Litera-
ture of Eurcpe,” 1839, vol iii. p. 861.) To complete the apperect absurdity,
the book hes since been beautifully reprinted, at the expense of the Earl
of Derby, by the now Shakespeare Bociety (Tribmer, 1876), not, it ia to be
hoped, because it wag once stiribnted to Bbakoespears, but beecanse it throws
much light opon the state of trade and agrienlure in Bbakespearean times.
It is indoesd & most remarkable work, and we may well be glad to have so good
areprint. The first passage quoted in found at page 63 of thias now edition,
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hdward V1. not long before. But the effects of any
alteration of the standard are most clearly stated, and ihe
distribution of loss and gain is thus explained :

“ Knight.—I pray you what be those sorts that yee meane?
And first of those that yee thinke should haue no losse
thereby P

“ Doctor.—I meane al these that live by buying and selling ;
for, aa they buy deare, they sell thereafter.

% Knight.—What is the next sort that yee say would win by it ¢

* Doctor,—Mary, all such as hane takinges, or Fearmes in
theyr owne menurance* at the olde rent; for where they
pay after the olde rate, they sell after the new; that is, they
pay for theyr lande good cheape, snd gell all things growing
thereof deare.

¢ Knight.—What sorte is that which yee sayde should haue
greater losse hereby, then these men had profit

““ Doctor,—It is all noblemen, gentlemen, and all other that
liue either by a stented rent or stypend, or do not Manure
the ground, or doe occupy no buying or selling.”

And elsewhere the Knight says:

“ You my neighbour the husbandman, you Maister Mercer
and you Goodman Capper, with other artificers may save
yourselves metely well. Forasmunch as all thinges are deerer
than they were, s0o much doe you arise in the pryce of your
wares and occupations that yee sell agayne. But we have
nothing to sell whereby we might advaunce ye price thereof,
to conntervaile those things that we muost buy againe.”

* Manmuvre, onltivation.
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Norz B. (See p. 83.)

It was the mistaken notion of some few persons that con-
vertible Bank notes might have a peculiar efficacy in regulating
prices and sowing the seeds of fluctuations, In the reaction
from this error others have gone so far aa to assert that there
i8 no obvious relation between the fluctuations of the note
currency and the course of prices. The comparison of the
general curve of prices in the disgram facing page 32, with
the corresponding curve of the note circalation, as shown for
instance in full detail in my Diagram of the Bank Acconnts,
will prove a striking relation, viz. that an expansion of the
currency occurs one or two years previous fo a rise of prices.
The rise of prices once started, however, proceeds independently
of the currency for a time, This is shown in the following
table, from which it also appears that the chief additions to
the metallio currency are made at perioda of rising prices.

¥ of Znahd T e °F | Cetn lamuad froma
SArs. 10 L1}

Avernge of tioto average

ToneSest Do (Mt resrso 5| (Beap. o) the Mint.
1843 £19,168,000 957 £6,895,000
1844 21,092,000 1063 4,198,000
1846 21,576,000 1077 1044 4,899,000
18456 20,787,000 1037 1064 4,901,000
1847 19,661,000 976 1108 5,293,000
1848 18,790,000 938 941 2,490,000
1848 19,265,000 96-1 896 2,209,000
1860 20,261,000 1011 92-1 1,621,000
1351 20,245,000 100 824 4,492,000
1853 28,028,000 1150 938 8,936,000
15853 23,471,000 1171 111-3 12,664,000
1854 21,3259.000 1064 12007 4,354,000
1855 20,330,000 101-4 116 9,245,000
1856 20,083,000 1002 1225 6,478,000
1857 20,081,000 1002 1288 5,240,000
1858 20,860,000 1040 1142 1,690,000
1859 21,855,000 108-1 1160 8 305 000
1860 21,572,000 1076 1179 3, 373 000
1361 19,554,000 976 1151 B 373 000
1862 20,308,000 1013 1184 8,338,000
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It mnst be allowed that these facts are the very ones with
which the currency theorists would support their notions. But
they are not less mistaken in sapposing that the notes have
any peculiar offect; it is & superabundance of gold bullion that
first turns prices upwards by a real but temporary lowiaring of
the value of gold in the conutry. All the gold coin and ballion
in the country must be considered as constantly on ssle, The
issne department of the Bauk is the national gold warehounse,
snd notes are but the warranis, exactly resembling dock-
warrants, entitling the holder to certain portions of the gold
stored up. Thus I apprehend that a superabundance of gold
in the Bank rednces its value and raises prices, just as would
a superabundant supply of sugar or tea in the London Docks
reduce the value of sugar or tea. It is credit, or the creation of
progpective gold, which allows prices to continue rising for a
time while gold is decreasing. But the knotty point remains
unexplained—that is to say, the exact relation of gold as a

commodity on sale to gold ag the most perfect form of fres capital
on hire.

Nore C. (See p. 37)

Although the comparison of periods just before and after
the gold discoveriea will exhibit the effects of the new gold
most free from other influences, there is an obvious advantage
in extending the inquiry further back. By comparing the
period 1851-62 with that of 1844-50, and then the latter with
the previous period of 1833-43, we shall ascertain not only
whether prices have altered since the gold discoveries, hut also
whether the alteration is of an unusual character. The gold
discoveries being & new event intervening between 1844-50
and 1851-62, it is not the simple change of price then which
is due to the gold, but the difference of the change between the
two second periods from the change between the two first
periods.

From Tooke's “ History of Prices,” the Annnal Register,and
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other sonrces, I have formed hasty averages of twenty-four of
the thirty-nine chief commodities for the years 1833—43. This
interval of years seems to have formed the preceding rather
broken period of flactuation of investment,

It thus seems that silver was slightly dearer in 183343
than in 1845-50, but was still distinctly cheaper than since
1851. The metals in general did not vary much in prics
between 1833-43 and 1845-50, but the majority of other
commodities fell in price by some 12 per cent.

This considerable change suggested the notion that the
average of 18456-50 might be too restricted and erroneously
low. The best period, as shown on page 36, would be 1844-50,
and the yesr 1843 might also be included without impropriety.
Though complete and sccurate data for 1843 and 1844 were
not available, I carefnlly examined such as I conld readily get,
and thus satisfied myself that the inclusion of these two years
would have slightly lowered the average (1845-50) adopted,
instead of raising it, so that it is, if anything, a little too high.
The extension of the period in the other direction into 1851
and 1852 would also have considerably lowered the average.

It is therefore certain that prices did traly fall between
183343, and 1844-50, but rose between the last period and
1851-62. It must, indeed, be generally known to all who
concern themselves with these matters that the prices of
materiala of manunfacture, and of most other articles had been
coutinually falling since the great wars, I am the more sure of
the fact, becanse I have by me diagrams constructed from data
in Tooke's * History of Prices,”” and from other gources, repre-
senting the course of prices from various periods in the last
centary. Overlooking fluctuations due to variations of supply,
and the greater fluctuations due to variations of demand, it may
be confidently stated that prices pursued a downward course
from 1820, about the time when the currency was re-established
on a gold basis, to 1850, The fall, it is true, was most rapid
at first. Silver, too, does not share in the fall. We can only
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explain these facts, so far as I am aware, by supposing that
the supply of the precions metals did not keep pace with the
demand, or that while modes of procuring, raising and making
other articles more easily and cheaply were constantly being
discovered, no such great improvements took place in the
procuring of the precions metals. It should be remembered,
too, that the supplies of Raussian gold were failing, and the
Spanish-American colonies were falling into anarchy.

Thus while industry, trede, end property were rapidly
advancing in Great Britain, America, and most other parts of
the world, there was no corresponding advance in the pro-
duoction of the precious metals. Prices, both in gold and
silver, continually receded. Now if, while the introduction
of free trade, railways, telegraphs, and innumerable other
improvements accelerated the extension of trade, and the
consequent demand for the precious metals, no new discoveries
of gold and silver had been made, what must have enaued?
Prices must have continued in the downward course they had
pursued for thirly or forly years befors. But they did nol con-
tinue in this course—on the contrary they turned upwards in a
sudden and decided manner, a8 shown in the body of thig tract.
And this change was simunltaneous with the discovery of the
- new gold-fields. Half tho Prerogative Instancea of Bacon are
exemplified in this question, and if the philosophy of obser-
vation and common sense may be applied to statistical matters,
we can draw but one conclusion—that prices have risen in
consequence of the gold discoveries.

But we may now draw another speculative conclusion. The
gold discoveries have had the donble effect of arresting the fall
of prices and then raising them, The total effect is not merely
the rise that has occurred, but that rise plus the fall that
would have occurred. This goes a considerable way to explain
why prices have not risen go high s the vast supplies of gold
might have led ns to expect. It is true we touch upon the
argunment of several distinguished writers, that the rapid
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extension of trade would absorb the new supplies of gold and
provent them from pressing upon the markets and raising
prices. Bat an argument that a rise of prices ie nol to be
expected does not weigh much againet the fact that a rise of prices
has occurred. And when to explain away this rise of prices
without reference to gold, we are told that the extension of
trade and manufactore has cansed a great demand for many
materials, and this has raised prices, I can only answer that to
& similar extension of trade and manufactures generally must
be attributed the fall of pricss between 1820 and 1850, Similar
canses bave similar effects. He who allows prices to have risen
since 1850, but denies it to be the effect of the gold discoveries,
must point out somsthing else tn the progress of indusiry since
1850 entirely different and conirary to the progress before;
otherwise, it is nataral to point to these gold discoveries as
that which has entirely altered the conrse of prices.*

Nore D. (See p. 72.)

The following extracta from The Melbourns Argus, quoted in
the “ Journal of the Statistical Society ”” for September, 1862,
vol. xxv. p. 897, show how rapid has been the decline in the
profits of gold-digging.

“ We cannot estimate the aggregate earnings of our mining
population at wore than £8,000,000 sterling, which, divided
among 100,000 diggers (the exact number returned is 100,463),
only gives £80 per head per aunum, But even this sum must
be considerably in excess of the net earnings of each individual,
since from the gross product must be deducted the interest on
the mining plant employed, the cost of the fuel consumed by
the steam-engines, and of the timber required for stabling,
the maintenance of the horses used in connection with the

* The next ensuing Paper (IIL} ib this volums treats in a more genaml way
of the varistion of prices during the periods in gaestion.
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whims, pumps, and puddling-machines, and & large sum to
represent the deterioration of plant, and casuslties,

“ Probably £70 a-year would spproximate more closely to
the average earnings of each miner, and the bearing of this
fact upon the value of labour generally in this colony is too
important to be overlooked. The tncome of the digger has con-
stituted a atandard by which the wages of day labourers have
been adjusted ever since the discovery of the gold-fields. The
fluctuations in the wages of the latter have been determined by
those of the former; and the close relation which has existed,
and continues to exist, between the decline in the rate of
wages and the average earnings of the miners, as a class, will
become apparent by a comparison of them at the under-
meutioned rates and periods.”

The data given, when uniformly reduced to the rate per day,
are as follows :

Bate of Wages per Day. 1854,  lusy, 1501,

s d g d. s d
Farm laboursra (with retions F) . 5 10 4 £ 2 6
Btook keopera (mth rations P) 4 4 3 4 2 8
Masona ... .| 8 0 16 o© 14 0
Carpenters - v | 28 O 14 © 11 o
General labonrers s o w | 13 6 89 0 7 0
Miners {gold.diggera} . 8 8 6 6 4 8

As the above are the average earnings of diggers, and
many earned much more, of course the majority must have
earned something less. Though in the past years of the gold
excitement wages were much raised by the attraction of the
diggings, it is obvious that the real profits cannot fall much
lower without the occupation being deserted. A successful
gold-digger most be a strong, active, intelligent, and even
ingenions man, capable of earning good wages in s score of
occupatiouns.
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Nore E. (Sec p. 73)

The following estimate of the gold produce of Vietoria
up to the end of 1859 is given by the Registrar-General of
Victoria. '

1851 . . £580,587 | 1855 . . £11,172,201

1852 . . 10,899,733 1836 . . 11,942,783

1853 . 12,600,083 | 1857 . . 11,046,113

1854 . .. 9,568,262 | 1858 . 10,112,752
1859 | . . . £9,122,702

The greatest productiveness of the Victoria diggings was
attained within two years from their discovery. The fluctua-
tions are chiefly cansed by the migrations of diggems, and the
following account of the produce of New South Wales, from
" The Sydney Morning Herald of January 21, 1868, shows a con-
tinnons decrease down to the year 1855, and then a continuons
increase up to the present time, which about compensates the
falling off of the Victoria produce.

Onnces, Ounnces.
1851 . . 161,880 1857 . . 148,126
1852 . . 199,500 1858 . . 255,536
1853 . . 173,960 1859 . . 293,674
1854 . . 148,900 1860 . . 365,328
18556 . . 107,250 1861 . . 403,139
1856 . . 134,95¢ 1862 . . 584,219

The produce of 1851 is that of half a year only. Some
writers have fallen into s serious mistake by treating the
export of gold dust from New South Wales as the whole
produce. They should have added many millions of pounda
coined at the Syduey Royal Mint.

The total supply .of new gold during the twelve years
1849-60 has been stated by Mr. Newmarch at 800 millions
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sterling, which is equal to abont 50 per cent., or the half of the
total stock of gold supposed to be in use at the beginning
of the period. Is it likely ?—Is it conceivable that the stock
of gold in the world, which before 1848 must have heen nearly
stationary, should suddenly have grown half as large sgain
without a considerable effect apon prices?

Nore F. (Seep. 71.)

I reprint below the third part of a paper, entitled “Re-
marks on the Australian Gold Fields,” prepared by me for
the Literary and Philosophical Society of Manchester, and
published in vol. i. series iii. of the Memoirs of the Society,
session 1859-60 (1862), pp. 116-30,

On the future Supply of Gold.

The question, Will the supply of gold from Australia in-
crease, remain conatant, or diminish ? is of evident and high
importance. I will therefore conclude with s few remarks by
way of answer.

The rich diggings of Ballaarat, Bendigo, and Forest Creek
were all discovered in the course of one or two years after
sttention was first drawn by Hargreaves to the preseuce of
gold in the Australian rocks. Since then the most favourable
localities have been well prospected, or tested, for alluvial
gold by the many thousands of experienced diggers with
whom Victoria now abounds. I regard it as certain, there-
fore, that nc alluvial deposits, equally rich and equally
accessible, will ever be laid open in future. But it is by
no means certain that great and rich “leads’’ of gold may not
exiab in many places still concealed by the great thickness of
the overlying alluvium, or by a portion of the basaltic forma-
tion or sheet of lava. Such leads would be comparable to the
new and deep leads beneath the new town of Ballaarat, and
wonld be discovered only by a very lucky chance, or by a



1.} THE FUTURE SUPPLY OF GOLD. 115

skilful and expensive search. From the mode in which
schistose hills, bearing fine suriferous reefs, only just appear
here and there through the basaltic formation, as at Clunes
and Melbourne, we may consider it very possible that complete
gold districts may Ye hidden, perhaps for ever, at considerable
depths beneath other parts of the basaltic plain. Not much,
perhaps, is to be hoped from the future discovery of ailuvisl
gold.

The chief diggings of Victoria have, during the past eight
years, been so vigorously undermined and turned up by small
parties of miners that scarcely & square yard of untouched
avriferous gronnd is left—at least snch ground as wounld have
formerly been considered profitable to men without experience
and means of undertaking large works. But these diggings
are by no means exhansted. The miners, learning the advan-
tages of co-operation and the mnse of machinery, find that
massed of alloviam, only slightly auriferous, now afford a
handsome and also a steady profit. Ground exhausted in the
old style is being reworked in a much more complete manner,
and even the failings, or refuse from the cradles of previous
diggers, is valuable to those provided with more improved
washing apparatns. As science, capital, and co-operation are
more and more introduced, auriferous land of less and less
richness will successively become profitable, and of such land
the quantity, it may be stated, is cortainly very great.

It follows, then, that the supply of gold, even from the
present alluvial diggings, would diminish but slowly, nnless,
indeed, other social circomstances, as may well happen, shonld
interfere. The many thousands of Chinese diggers, with their
quiet, plodding, and, so to say, mean indostry, assist to main-
tain and steady the supply. Yet it must certainly be allowed
that the deposits of alluvial gold will begin to fail gradually
in & very moderate interval of time,

The answer is otherwise, I believe, when we take into
acconnt the quartz reefs which are real gold mines. The

132
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number of reefs now known to be auriferous is great; of the
rest some may be devoid of gold, but the majority probably
contain a proportion of the valuable metal which, either now
or in some years to come, as machinery is improved, will repay
extraction. As reefs are now worked by small partiea of
miners, each owning a small clairs and sinking an independent
shaft, even the richest reefs would cease to be profitable at o
certain depth, from the great comparative expense of draining
and working so small & mine. Bat if a whole reef were in
possession of one large moneyed company, two or thres shafts
and a single establishment would suffice; powerful engines
and pumps would be employed to drain the mine, and the
quartz reef might be followed as deeply as copper veins or
coal beds, There is no known reason, beyond a mere fancy in
the minds of some geologists,* that reefs should become im-
poverished in sinking ; the fancy is now proved to be contrary
to fact. Even a few large reefs then would, I believs, yield
a considerable and constant supply of gold for many years to
come. For how much more may we not hope when greater
experience is attained in quartz mining, now so new an em-
ployment ; when improved machinery is brought into use for
the rapid, complete, and cheap extraction of the gold from the
quartz matrix; when capital is attracted in great sums to
the pursnit: and when the search for new suriferous reefs,
becoming more keen, is rewarded, as 1 believe it will be, by
abundant discoveries ?

My conclusions, expressed as shortly as possible, are:

1. That no great and recurring discoveries of alluvial gold
are to be expected; so that the yield of alluvial gold must
notably, yet graduslly, fall off.

2. That the supply of gold from its quartz matrix is subject
to entirely different laws; that we at present know of no limit
to the amonnt procurable with the aid of capital; and that
that amount, whatever it be, will probably remain constant

* Murchison's * Biluria,” 1864, ch, xvii. p. 455.
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for a long interval of time; that, in short, the supply of gold
from Anstralia will prove as inexhaustible as the supply of tin
and copper from the Cornish mines, or as the supply of almost
any other metal from its most common source.

Nore G.

The following extract from The Economist newspaper, of
4th March, 1882 (vol. xl. p. 252), gives the latest information
about the yield of gold in Victoria. It wounld appear that the
deep leads of alluvial gold are now being discovered.

“ After dwindling for many years prior to 1879, the gold
production of Victoria has begun again to increase. The total
amount raised in 1880, it is estimated, exceeded the product of
1879 by fully 70,000 ounces, and now for 1881 a further
increase in the yield is reported. According to the estimates
of The Melbourne Argus, which are generally relisble, the
output last year was as follows:

Cunces.
Victorian gold exported . . . . . 308,641
Do. minted . . . . . 519,884
Do. held by banks 31st December last 60,438
Total . 978,963,

Deduct held by banks, 81st December, 1880 . 92,547

Total output for 1881 . . 886,416
” ’ 5 1880 . 812,002

Tnercase for 1881, . . 74,324

Estimating the value of the gold raised at £4 per ounce, last
year’a yield represents a value of £3,546,000. As to the canses
of the increased gold produmction, the Mining Department
reports that it is considered to be due to the openiog up of new
gold-producing areas, in which the rich deposits have been
hitherto hidden beneath deep flows of volcanio rock, The dis-
coveries in these tracks bave been greatly facilitated by the
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operations of the diamond drills imported and worked by the
Government. The rapid borings through dense basalt by those
machines, and the information disclosed by the cores of rock
obtained, have given a great impetus to alluvial mining, and
have enabled mining companies to determine the downward
courses of auriferous lodes at distant points, and to sink shafta
with precision either upon or in close proximity thereto.”

The following table gives the average number of gold-
miners employed in the colony of Victoria during each of the
fifteen years ending 1880, and the quantity obtained during
each of the past gixteen years:

ear. Nomber of | Yield of Gola. Year. Namber of | Yield of Gold.
1866 q8449 | 1,588,881 ! 1874 46800 | 1,102,614
1867 66,857 | 1,498,831 | 1875 42,000 | 1,058,823
1868 63,181 | 1474187 | 1876 41,564 937,360
1859 68087 | 1367908 | 1877 38,882 793,839
1870 60,367 | 1,281,841 | 1878 37,400 769,703
1871 58,101 | 1,308,879 i 1879 87,653 718,208
1872 64,651 | 1,817,102 [ 1880 86,668 B12,092
1878 62,544 | L240407 [ 1881 - 883,625

A similar increase of production is reported from the gold-

fielda of New South Wales and Tasmania.
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IH.

THE VARIATION OF PRICES AND THE VALUE
OF THE CURRENCY SINCE 1782.*

Tur results which I wish to explain in this paper were
obtained by applying more extensively the method of investi-
gation employed in a pamphlet on the “ Value of Gold,”
published by me sbout two years ago. Although my purpose
then was only to ascertain the much-questioned effect of the
gold discoveries, a review of the prices of a pericd of twenty
years geemed hardly sufficient even for that inquiry, We
cannot safely assert & given change of prices to be occasioned
by an alteration in the supply of gold, nnless we observe the
general course of prices for a considerable interval, and show
that there was an wunusual change in the course of prices
snbsequent to an unusual change in the supply of gold.

Nor do I think it useless, when assisted by a distinct
method of inquiry, to go still further back, and bring into
question the course of prices at the beginning of this century.
No one, indeed, who knows the division of opinion which
existed on this subject, the hundreds of pnblications which it
called forth, and the incessant discussion which it created,
would wish uselessly to raise the subject into debate again,
But I think that a truoe nnderstanding of the course of prices
can alone explain many important facts in the statistical aud
commerdial history of the country.

It is troe that we have Tooke’s “ History of Prices,” a
unigae work, of which we can hardly overestimate the value.

+ Printed in the * Journal of the Biatistical Bociety of London” for June,
1865, vol. xxviii, pp. 204-320, having been read before the Society in May, 1865.
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But it has struck me that Tooke, and other writers on the
subject of prices, were in want of some method of reducing
their tables of prices, and eliciting the general facts contained
in them. Large tables of figures are but a mass of confased
information for those casually looking into them. They will
probably be the source of error to those who pick out a few
figures only; a systematic but probably tedious conrse of
calculation and reduction is necessary to their safe and complete
use.

My inquiry has accordingly consisted in applying such a
method of reduction to the tables of prices contained in the
“ History of Prices " by Tocke and Newmarch, extending with
little interruption from 1782 to recent years, the purpose being
to ascertain the cgurse of prices of commodities generally, or
of any distinet class of commodities separately.

The method of redaction nsed consists in calculating the
ratios of change of prices year after year, and then taking,
by the aid of logarithms, the geometric mean ratio of change of
prices for each year. The reasons for adopting the geometric
mean were explained in my pamphlet,* and I still think those
reasons gufficient. ] must mention, however, that the method
has been called in question by Dr, E, Laspeyres, Professor in
the University of Basle, who has publishedt a complete and
very valuable investigation concerning prices in Hamburg,
including a review of some English writings, and of the
previous laboura of Scetheer in the same subject. Dr. Laspeyres
urges, if I read him aright, that as the value of gold meant ita
purchasing power, we ought to take the simple arithmetic
average of the quantities of gold necessary for purchasing
uniform quantities of given commodities, There is certainly
some ground for the argument. But it may be urged with
equal reagson that we should suppose & certain uniform quantity

* ¢ Boriona Fall in the Value of Gold,” pp. 8, 7. (See above, p. 23.)
+ * Homburger Waarvenpreise,” in the * Jubrbuoh von Nationaloekouomie,”
Bd. jji, 8. Bl, ete.
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of gold to bo expended in equal portions in the purchase of
certain commodities, and that we ought to take the average
quantity parchased each year. This might be ascertained by
taking the harmonic mean. Thus there are no less than three
different kinds of averages which might be drawn.

Suppose, for example, that the price 2 of one commodity
were to change to b, and the price p of snother commodity were
to change to ¢, then the arithmetic mean ratio of change which
Dr. Laspeyres would adopt is

The geometric mean is 4/ =% f}
1
The harmonic mean would be % (%’ + %) or ag2 iq .-

Suppose one commodity to remain unchanged in price
(a=1, b=1), the other to be doubled (p=1, g=2); then the
mean rige of price might be thus varionsly stated :

FPer cont.
Arithmetic mean . . . . . 850 °
Geometric , . . . . . 41
Harmonic ,, . . . . . 83

1t is probable that each of these is right for its own purposes
when these are more clearly understood in theory, Bat for the
present approximate results I adopt the geometric mean,
becanse (1) it lies between the other two; (2) it presents
facilities for the calculation and correction of results by the
continoal use of logarithms, without which the inquiry counld
bardly be nndertaken ; (3) it seems likely to give in the most
accurate manner sach general change in prices aa is due to a
chaoge on the part of gold. For any change in gold will affect
all prices in an equal rafio ; and if other disturbing canses may
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be considered proportional to the ratio of change of price they
produce in one or more commodities, then all the individual
variations of prices will be correctly balanced off against each
other in the geometric mean, and the true variation of the
value of gold will be detected.

In any case my tables will present a sufficient first approxi-
mation, and the striking phenomens detected will be under-
estimated rather than over-estimated by my calcnlations.
Thua the general rise of prices between 1845-50 and 1860-62,
which I had estimated at 10'25 per cent.,* would have been
131 per cent., according to Dr. Laspeyres’ method of calculation
by the arithmetic mean.t

Chalculations of this kind are far from being advocated now
for the first time. Not o speak of Sir George Shuckburgh
Evelyn’s well-known paper in the “Philesophical Transactions™
for 1798 (Part 1. p. 176), it was proposed, more than thirty
years ago, “‘ to correct the legal standard of value (or at least,
to afford to individuals the means of ascertaining its errors),
by the periodical publication of an authentic price current,
containing a list of a large number of articles in general use,

“arranged in quantities corresponding to their relative con-
sumption, eo as to give the rise or fall, from time to time, of
the mean of prices; which will indicate, with all the exactness
desirable for .commercial purposes, the variations in the value
of money; and emsble individuals, if they shall think fit, to
regulate their pecuniary engagements by reference-to this
tabular standard.”}

+ A Berious Fall,” eto. p. 20 (Seo above, p, 53.)

1+ * Hamburger Waarenpreige,” etc., Hildebrand's * Jahrboch,” ete. Bd. iii.
s 87

1 “Principles of Political Economy,” p. 406, by . Poulett Serope, M.T.,
London, 1883, Bes slso the second edition of the pame work under the title
“ Political Economy for Plain Pocple,” p. 308, London, 1878. Sorope's firat
reference {o thia mbject is contained in his very able pampblet, “An Examina.
tion of the Bank Charter Queation, with an Inquiry into the Nature of a jost
Biandard of Value,” published in 1833. The ides wne perbaps derived from
the ingenious work of Joseph Lowe, * The Present Btate of England in regard
to Agricultore, Trade, and Fioance,” ote. ch, ix. Loodon, 1822. A second
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Such a proposal, thongh scarcely practicable, is interesting,
and perhaps sound in a theoretical point of view.

I may add, that I had almost completed my caleulations
before I found that no less an anthority than Mr. G. R. Porter
had distinctly advocated and adopted a similar methed. In
the first edition of his “ Progress of the Nation,”* he proposes
the formation of extensive tables of prices, but adds: “ It ig
not mesnt by this to recommend a mere record of the prices
of goods, such as would be afforded by a collection of prices
eurrent, but a calculation conducted upon the plan already
described, or some other that should be equivalent to it, and
which wonld afford, on inspection, a correct comparative view
of the average fluctuations that should occur.” Mr. Porter
actually publishest such a table, giving for each month,
1833-37, the average ratio of variation (probably the arith-
metic average) of the prices of fifty commodities. The tables
greatly exaggerate the fluctnations compared with my tables,
as may be seen in the following comparison :

Comparative Prices in the Month of March,

. PorTEN. JEVORN,
| Tear. Titty Articles. | Forty Articles.
1833 ... wer 100 100
1834 ... e 110 108
18356 .. e 7 104
1888 ... 128 114
1887 ... 126 111

This subject of mesn Pprices waa again considered (p. 36)
in & most curious mathematical pamphlet.“Onr Currency,”

edition of this book appeared in 1823, and it was aleo reprinted (in German)
in Leipsio in the same year, and in New York in 1824 Hee Horton on **Silver
and Gold,” pp. 87, 167, Cincinnatl, 1877. My book in the International Scientiflc
Borive, on *“ Money and the Mechanism of Ezohange,” 1875, containg a ohapter
{xxv.) on ¥ A Tabular Btandard of Valne,” and Lowe's proposal.

* Vol. if. p. 285 ; section IIT. chap. xii.

*+ Ibid. vol. ii. pp. 236, 287; edition of 1847, pp. 444, 448,
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anonymously poblished in the year 1840% BSeversl able
articles, too, by M. Levasseur, in the “Journal des Economistes,”
bear npon the subject.

I come now to the actual conetrauction of my tables. I
selected from Tooke’s tables sbout forty of the chief com-
modities, including the official prices of corn, and the prices
of butchers’ meat and fodder. Tho particulars are stated in
the Appendix. A single gqnotation having been obtained for
each year (in the case of some commodities, a yearly average,
but in general the medinm of the highest and lowest prices in
the March quotations of Tooke's tables), the ratio of each
yearly price to that of the preceding yesr was calculated
by logarithms, as in the following example:

Price of Whaeat.
Logarithm
Year. Yearly Price. Nombe I?f L Pence. Differens,
£ s 4
1782 ... .. 29 8 (Vir ] -
1788 ... .. 214 8 0'814 0043
msd .. .. 210 4 o781 T-o67
1786 . . 2 8 1 o714 1933
1786 .. .. £ 00 0681 T8¢7
ver .. .. 2 265 0707 0026

The logarithm in the third column is obtained by subtract.
ing each logarithm in the socond column from the logarithm .
for the succeeding year. In practice it was more convenient

* I have latoly ascertained that this remarkable pamphlet waa the work of
the late Bir J. W. Lubbock, the father of the prescont Bir John Lubbock. It is,
in fact, acknowledged to be his in & list of poblications given on the cover of
one of bis other worke, and ou thia gronnd waz entered under his name in the
catalogue of the Gravea Library at University College. (Bce the catalogue of
books in the Genersl Library, etoc. at University College, vol. ii. p. 399.) 8ir
John Lubbock has also informed me that snch a pamphlet waa written by bin
father. It was published by Enight, London.
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to sabtract each logarithm from the preceding one, the re-
ciprocals of the ratios being uneed sll through the calculations
until the saverages were completed, when they were easily
tarned back.

Tables of the above form having been mads nearly com-
plete for the series of years 1782-1864, in respect of about
forty kinds of commodity, the logarithmic ratios for each year
were copied out in perpendicular columns, and in an- order
carefully determined on. The several proximate groups were
then added up and averaged. By adding together the sums
of the first groups, larger groups can readily be formed, and
the addition of these gives the final aggregates of the ratios
of the whole forty commodities, The following is a specimen
of the second series of tables:

Prices of Agricultural Produce.
Logaritumio Batios of Prices,
Line. Commaodities.
1882 to 1831, | 1838 to 1832.
1 Wheat ... .. .. .. 014 1947
2 Baley ... .. .. . 067 1940
3 Ouis 018 1:008
4 | Rye 047 1087
5 Beaus 042 T-848
8 | Poma 080 1045
7 Hay.., i e e e 1945 033
B Clover - - 020 (038
9 BUraw .. ae ae e 1903 -000
10 Bam of ¢orn (1—86) s 215 623
11 Averagoofcorn ... .. 036 1987
12 Buwm of fodder (7—9) ... i'868 071
13 Average of fodder 1956 024
14 Sum of oorn and fodder (10, 18) ‘084 694
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The averages thus determined, however, give only the
ratio of prices each year to those of the preceding year. To
got the complete and continuous course of prices of any set of
commodities, we must join the separate yearly ratios to each
other year after year, by the simple addition of the logarithms,
as in the following example:

Pricea of Metals, Copper, Lisad, Tin, Iron,

Ratio of Prices Batlo of Prices each Tear
each Year to those of
Yoar, the Year. Pricea of 1789,
Logurithm. Logarithm, Common Nomber,
1782 ... 0000 0000 100
1788 ... .. 1999 1999 100
1784 ... .. 1057 1958 90
1788 ... .. 1905 1951 8g
1786 ... ... 0026 1977 95
1787 .. . 1092 1969 03
1788 ... ... 0011 1980 o6

In the third column each number is found by adding the
preceding number to the number of the succeeding year in
the second column, as for instance :

1977 = 1-951 + -026.

A difficulty arises concerning the classification of com-
modities, that there is no single system of groups into which
they naturally fall. It may always be objected that any one
srrangement i8 arbitrary. The fact iy, that & mass of forty
commodities may be classified in a great mnmber of ways.
The principle I adopted, therefore, was to try all systems of
classification whick seemed to be founded on any material
distinctions ; in short, to try as many different systems as I
could, and then to adopt any which seemed to elicit important
informstion.,
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The first proximate grouping was nearly that adopted in
my gold pamphlet, and in most other arrangements it was
sufficient to join these groups together.

A complete classification according to locality of production
wos rendered imposaible, becanse most commeodities are pro-
duced in several different parts of the world, The natural
and impassable division of tropical and temperate regions,
however, enablea us to separate their respective products,
aud it will appear that important resalts may be obtained by
cousidering the products of eastern countries apart from other
commodities.

For the interval of years 1800 to 1820 a correction is
obviounsly necessary to redace prices and their variations to a
gold standard. A fable ia to be found in most works on the
carrency, giving the depreciation of the Bank of England
paper dariug each of those years, and the anthorities for some
of these numbers are given in a pamphlet by the Earl of
Landerdale* These numbers, indeed, bear some internal signs
of want of aceuracy and reliability, arising, no doubt, from
the fact that the depreciation of the currency was not
recognised by the law. The prices of silver probably furnish
a better criterion of the value of the paper carrency, and their
variation is shown in Table I. (Appendix), calculated from the
average variations of the price of standard silver and Spanish
dollars, as given in Tooke’s * History ”’ (vol. ii. p. 384}, and
tho “ Report of the Bullion Committee, 1810, p. [22]. There
is, however, a general accordaunce between the variation of price
of silver and gold, and as it is convenient to keep to a single
standard, I have redaced all the tables to the gold standard
by the subtraction of the logarithms in column (3) of Table L.
from the logarithmic ratios of prices in the corresponding
years to prices in 1782,

A farther step seemed necessary to present the information

* «Deprociation of the Paper Ourronoy of Great Britain proved.” Loudou:
182,
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contained in these tables in the simplest form. The price of
each commodity and group of commodities variea both from
causes peculiar to each commodity, and from causes affecting
gold, the measure of value. The latter are common to all, and
their effects are more or less truly shown in the general varia-
tion of price of all commodities. If, then, we divide the ratios
of variations of individual commodities and partial gronps
by the ratios of all commodities, which is done by the simplo
subtraction of the corresponding logarithms, we get the
variations peculiar to each commodity or partial group. (See
Appendix, Table VIIL, comparative variations.)

Tke logarithmic ratios thus prepared may be turned back
into natural numbers, giving the ratios of prices each year to
prices in 1872. Bat, for most purposes, I should prefer to
retain the ratios in their logarithmic form, and represent them
to the eye upon a diagram. The disgrams* appended to this
paper are thus drawn, and have several advantages over those
drawn on the scale of common numbers. Equal perpendicnlar
distances represent equal ratios of change, and straight lines
represent numbers in geometric, not in arithmetic, progression.
A tendency may be obgerved in most statistical curves to
become divergent, or to rum up into excessive elevations,
This is easily understcod when we consider that in almost
every branct of statisticsa numbers should be considered
relatively to each other, which may most easily be done
by representing them on a logarithmio scale.t

* Theee diagrame represent the varistionm of prices in cerrency, not
correoted during the interval 1800-20 for depreciation of the paper corrency.
In the tables the correction har been made.

4 During the years which have elapsed since this paper and the previous
esaay on the value of gold were priuted, I bave not bappened to learn that
logarithmic diagrams had been used hefora their employment in these inquiries.
It muost be evident, bowever, that they farnish the troe mode of representing
all statistical and other numbare of which the ratios, not the abeolute smounts,
aro in question. Now this is, strictly speaking, the cese with almost all
ypumbers used for statistical research, as apart from mere practical acoonnta.
Profestor Osborve Reyuolds has recently used logarithmio ourves for the
purposs of comparing the ralios of pressures of gases in his researcbes on
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The datum point to which the numbers in the tables and
curves are referred is given by the prices of the year 1782,
the first year of Tooke’s tables. This is a purely arbitrary
commencement, and it might seem desirable to subatitute for
it some carefally-selected average of a period of years. But I
conceive that when we have the variations of a long series of
years presented in a curve, no such datam line is necessary, as
the eye easily compares any year or period with any other year
or period.

It i3 impossible here to notice more than a very small part
of the information contained in the tables. We notice the
tendeney of animal and mineral snbstauces to rise in price,
and of vegetable substances, at least in this country, to
decline, ‘

The carve of the general variation of prices is perhaps the
most interesting. In this we detect a series of smaller undala-
tions, riding, as it were, on one very great one, Weo seo
elevations of prices probably due to speculation, and reaching
their highest points in the years 1796, 1801, 1809, 1814, 1818,
1825, 1836, 1839, 1847, and 1857. The speculation of 1793
is hardly perceptible, and the extraordinary rise of prices in
1825 is chiefly marked by & pause in the very rapid downward
course of prices abouf that time. From 1833 to 1843, there
is an elevation of prices of a more extensive character than
oan well be assigned to speculation alone. Since 1852, lastly,
prices have misen in a permanent mauner, which points to the
effect of the Californian and Australian discoveries,

It is, however, the general form of the undulation of prices
which ia most remarkable. After the year 1790 an enormous
and long-continued elevation presents itself. And when prices
had reached their bighest, about the year 1809, a still more
surprising fall commences, reaching ite lowest point in 1849,

difusion. (See * Philosophical Transactions,” 1579, vol. olxx. pp. 763, ebc.}
He calls thoss curves the logarithmic homologues of the plain curves. In hia
figaren both the ordinates and abaciases are logarithmio,

K
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Between 1809 and 1849, prices fell in the ratio of 100 to
41.%

My purpose has been to ascertain and measure these great
changes with some approach to certainty and accuracy, and to
establish them as facts of observation. To explain or account
for them is a matter which I do not undertake. I cannot help
noticing, however, the insufficiency of all explanations yet
given of the state of prices in the early part of the century.
Fiercely though the subject was debated, it was impossible at
the time, perhaps, to form any adequate notions of the great
movement which was taking place. Some writers laboured to
prove that prices were unchanged, and those who were less
wrong about the fact were hardly less wrong in attribating
that fact to the deranged state of currency and banking at the
time. Subsequently Tooke’s * History of Prices”’ came to
be regarded as the suthority on the subject. Tocke’s main
purpose was to disprove all the prevailing notions about the
extraordinary inflnence of currency. He allowed, of course,
that the note currency was depreciated in the comparatively
small degree marked by the inoreased price of gold bullion,
But, beyond this, he wonld not allow any influence to the
derangement of currencies, and what elevation of prices he
supposed to exist, was attributed by him to the frequency of
bad harvests at the time, or to the disturbance by war of the
ordinary relations of supply and demand. In these opinions
I conceive that Tooke was partly, and only partly right.
On the one hand, I cannot too fully concur in his protest
against the common practice of attributing every evil to the

* I have not heen abls to disoover the canse of this remarkablo check and
reversal of the prevsiling downward ocourse of prices. Bat it is worthy of
notice that, in the years 1881-33, there was an altogether exceptionsl revereal
of the drain of specie to the East, the imports thence exceoding the exports by
the emonnt of £730,000. (Sea below, p. 134, and Appendix VI.) Thore was also
& great expansion of baok circalation in the United Siates, followed by a
general breakdown of the banks there. (Seo Bumner’'s * History of American
Currency,” pp. 128, olo.}
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monetary circulation, which is a very passive thing, and does
not deserve to be made the scapegoat it has long been. Bat,
on the other hand, it cannot be denied that the extraordinary
issne of Bank of England notes and private bank notes in
England during the suspension of epecie payments, drove
out a large mass of metallic currency. Other amounts were
similarly displaced by the paper currencies of France, Austria,
Russia, and some other countries. In the aggregate s con-
siderable mass of precions metals must have been thrown on
European merkets, and to this cause we must assign some
part of the elevation of prices. William Jacob,* indeed,
argues that this effect of the paper currencies would be in-
considerable, and withon} attempting to Qiscuss the subject
forther here, Iam quite ready to allow it would only produnce a
smsll part of the elevation of prices.

Buat then I think the cause assigned by Tooke was equally
insufficient, namely, the unnsnal frequency of bad seasons. I
cannot think that Tooke, when assigning such a cause, was
fully aware how great and general was the rise of prices. Bad
seasons might well raise the prices of all kinds of corn, fodder,
meat, and agricaltaral produce, but could not have any perma-
nent effect apon the prices of other articless Now, thongh
corn did rise extravagantly in price on several occasions
during the period under review, on the whole it did not rise
so much as metals, fibres, oils, and some other articles. At
the most, I think the unusual frequency. of bad harvests conld
only be s partial contributing cause to the general rise.

The elevation of prices in the early part of the century ia
still more striking when contrasted with the subsequent great
fall, proceeding from 1818 to 1830, and reaching its lowest point
as yet in 1849. This fall is less difficult to understand. The
production of almost all articles has been improved, extended,

* “ Historical Inquiry into the Production and Consnmption of the Preoions
Metala,” vol. ii. pp. 366-71, Jucob’s opinion is dispnted in the * Quarterly
Beview,” No. 84, July, 1832, vol. xlvii. p. 427.

E 3
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and chespened daring this period, and all imported articles
must, too, have been affected by improvements in navigation,
while there was no corresponding improvement in the pro-
duction of the precions metals, from the derangement of the
American mines in 1810 to the Californian discoveries in 1849.

But this argument tells two ways, for manufactories and
modes of production were undergoing iwmprovement in the
earlier period while prices were rising, a3 well as in the
latter period while they were falling. Even our foreign trade
suffered no great check during the wars, and the very fonnda-
tions of our home industries were being energetically laid
throughout the period from 1782 to 1815, when prices were
high or rising. The progress of our industry, in short, bas
been continnous, and its only change that of scceleration in
recent years. There is nothing in such constant progreas that
can account for a great rise of price followed by a great fall,

If the progress of invention causes a fall of price, then we
need even more potent canses to raise prices in opposition to
it in the early part of this century, when invention was most
active,

The production of gold, on the other hand, has* been far
from uniformly progressive. It progressed up to the begin-
ning of the century, but suffered a serious relapse in 1810,
when the American mines were deranged by the Spanish war
of independence. Jacob estimates the average produce, from
1810 to 1830, at one-half the previous amount, and thia failure
must be regarded as one of the contributing causes to the fall
of pricea.

Further light mey, however, be thrown upon the question,
whether gold could be said to be depreciated in the early part
of this century, by considering the relative prices of the
products of different countries and the atate of the exchanges.
Professor Cairnes has most clearly pointed out the effects of a

" * Bee the disgram prefixed to Btirling’s * Gold Discoveries,” Edinburgh,
1868,
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flood of gold in succeseively raising prices in the countries into
which it flows* He established theorstically that while the
precious metals are copiously flowing, for instance, from this
country to India, prices here must be higher than in India;
hence all articles will be dear in price here except those tropical
products which we buy from India.

It was, if I recollect aright, noticed by Mr. N. ew:narch n
the sixth volume of Tooke’s * History,” that the prices of
tropical and some colonial produce had scarcely risen of late
years. I encountered the same fact, which I stated, being
then quite unscquainted with Professor Cairnes’ writings on
the sabject, in the following words: “ All the groups which
have fallen in price are of vegetable origin, and chiefly of
foreign growth,” and I gave what I thought an obvions,
thongh perhaps wmistaken, explanation of “the marked dis-
tinction between the classea of materials which have risen
in price and those of foreign articles of food which have
fallen.”’¥

‘When Professor Cairnes read my pamphlet he detected,
in this comparative fall of the price of oriental produce, & con-
firmation of his own theoretical views of the effects of an
excess of gold in one country and its motion towards another
country. These three facts, (1) a distinct, thongh moderate
general rise of prices here; (2) a drain of bullion to the East;
(3) a comparative fall in the price of oriental produce, formed,
in his opinion, when taken in union, & complete demonstration
of some depreciation of gold since the Australisan discoveries,

When I bad nearly completed the reduction of Tooke’s
tables, I could not help being struck by the fact that when
prices wero highest here, between 1800 and 1815, the prices
of Eastern produce were not higher than they had been, and

* ¢ Reoport of the British Association,” 1858; “Dublin Statistical Journal,”
Jenuary, 1860;  Frazer's Moaguzine,” September, 1859, and January, 1860;
Economisi, 30th May, 1863.

-+ ¢ A Bericus Fall,” otc, p. 81, (Beo above, p. 58.)
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consequently, in comparison with the prices of other articles,
had fallen. This fact, according to Professor Cairnes’ views,
would inevitably point to a comparative rednndancy of gold
in Europe. I was therefore led to inquire into the past
fluctnations of the current of gpecie towards the East.

It doea not seem possible to form any one complete series
of accounts of the export of bullion extending over the whole
period of our inguiry, but we may perhaps pretty safely infer
the character of the fluctnations from tables given in the
Appendix.

The carrent of gold having been very steady during the
earlier half of last century, fiuctuated a good deal during the
second half of the century. It was considerable in the period
1785 to 1791 or 1792; then it fell off very much, and only
began to rise again into importance in 1797. In the years
1798, 1799, 1802, 1803, 1804, and 1805 the exports both of
the East India Company and of private persons were very
great, the exports of the Company at least reaching greater
amounts than had ever been known before.

Independent evidence of the increased ourrent of precious
metals setting towards the East in the early years of this
century is seen in the table of imports into Bengal, given in
Macpherson’s “ Commerce with India.” Aud the later course
of the trade is given in the memi-official tables published
in Martin's “ Britisk Colonies,” p. 360, B, stc.*

The current greatly fell off in the period 1806-13, but
stood at a very high amount in the years 1814-19. After
1820 the drain decreased very rapidly, and the exports of
other merchandise incrensed, so that about the year 1832 the
current of treasure sctually turned in the opposite direction
for a year or two. With slight exceptions, there was then no
considerable movement until the Californian and Australian
discoveries of gold, which were followed almost immediately
by the great drain, unremitted to the present time.

* See also Tooke on * High and Low Prices,” p. 211
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Viewed by itself, the current of specie would not afford any
safe criterion of variations in value of gold here. It might
easily be asserted that the growth of our trade about the
beginning of the century required increased remittances,
eapecially after the opening of the trade to India in 1814;
that afterwards the increased export of coiton and other manu-
factures took the place of treasure. Under this view, however,
the recent drain of bullion stands out as unaccountable.

Then again it will probably be said that the great wars
were sufficient to eccount for vast remittances of tfreasure
and for interraptions of trade. Iam quite willing to allow to
sach canses all that can be fairly attributed to them, bat I
cannot regard occasional and temporary eventa as the causes
of long-continued changes of trade.

When we compare the large average exportation of treasure
during the period 1798-1820 with the high general range of
prices at the time, and the comparatively low price of oriental
produce; when we remember that the increased abundance of
gold in late years has been accompanied by somewhat increased
prices, by an enormons drain of bullion to the East, and again
by a low price of oriental produce; and when we observe
especially that between these two periods, when prices in
general were very rapidly falling, or were low, and oriental
produce comparatively high, the drain of bullion was either
small or actually reversed, we can hardly help connecting
these events ns causes and effects.

I am far from asserting, indeed, that there is eny exach
coincidence between the state of prices and the drain of bullion
in the period 1798-1820 that would put the question beyond
doubt. The drain, for instance, was greatest after 1814, when
general prices here had alrendy fallen, and the prices of
oriental produce had risen. But this discordance is of a kind
which might be accounted for by the opening of markets and
by political events. Such events may dislocate and reverse a
trade for a few years, but on an average of a long period trade
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will assert its own character, and deeper causes will produce
their effects.

I do not attempt to acconnt for the comparative redan.
dancy end depreciation of gold, which I believe to have
existed in Europe in the early part of this century. No
single cause that I know of can be sufficient to account for
so singular an event. The discovery of the Russian mines
and the increased yield of the Spanish American mines wounld
- contribute something to the observed effects, but wonld be
totally inadequate to their complete explanation. It seems
impossible to tell the net effect of the long-continued wars.
The displacement of metallic by paper currency, and the
diminished sphere for its use by the restriction of trade, would
tend to throw quantities of metal on the market. Bot, on the
other hand, the hoarding or sluggish use of currency occasioned
by war, and the demand and dispersion of metallic money by
armies in the field, wonld tend to absorb those supplies. It
geems impossible to say what the balance would be. I assert,
the redundancy of gold in the early part of the century, then,
as a gimple fact of observation.

These views of the relation of the Eastern drain of freasure
to the state of prices here, if accepted, throw considerable
light npon the course of prices since the gold discoveries.
Thoge who predicted a revolution in monetary affaira from the
great flood of gold have been thoroughly disappointed. Fifteen
years have elapsed, and the diggings bave perhaps passed the
meridian point of their prosperity without any appearance of
a commercial revolution. But those, I conceive, are also wrong
who proved there was and could be no depreciation of gold;
who even went so far as to assert that gold naturally opens a
way for its own employment.

European markets, where expedients for economising
carrency are in common and growing use, could not possibly
absorb the continuous supplies from the diggings without a
complete revolution in prices. But no sooner had a certain
moderate rise occurred than the surplns of the precious metals
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flowed off to the East, where an immense metallic currency, an
absence of any modes of economising it, and a genersl taste
for the laxurions use of the precious metals, opens a great
sphers for their absorption and conmsumption, That this
current was occasioned by the redundancy of gold is proved,
as Professor Cairnes anticipated, by a low price of oriental
produce.* Had it been occasioned by an immense demand
here for oriental produce, and a consequent balance of trade
outwards, oriental produce would have been comparatively
high, not low in price,

Asia, then, is the great reservoir and sink of the precious
metals, It has saved us from a commercial revolution, and
taken off our hands many millions of bullion which would be
worge than useless here. Aund from the earliest historical
ages it has stood in a similar relation to Enrope. In the
middle ages it relioved Europe of the excess of Spanish
American treasure, just as it mow relieves us of the excess
of Australian treasure. *The Indian trade,” says Macpher-
son,t “arose to considerable magnitude at the same time that
the American mines began to pour their treasnres into Europe,
which has happily been preserved by the exportation of silver
to India from being overwhelmed by the inundation of the
precions metals, as it must have been had no such exportation
taken place.” And " Raynal affirms that the Spaniards must
have abandoned their most productive mines of silver in
America, as they had already abandoned many of the less
productive ones, if the progress of the depreciation of silver
kad not been somewhat retarded by the exportation of it to
India.”’}

* I had also said {* Berious Fall,”” etc. p. 37), * having shown npon a wide
basis of facta that both gold and ailver are depreciasted here, I am mach more
inelined to regard thia depreciation a8 the canse of the Enstern drain. The fall
in the valoe of silver, compared with most other goods, makes it more profit.
able to pay for Eastern produce with silver bullion than with ¢nr manufactores,
silver being always aoceptable among Asiatic nations.” ({See ahove, p. 63.)

+ “ Commerce with Indis,” p. 337,

1 “Commerce with Indis,” quoting " Histoire Philosophique et Politique
des deax Indes,” vol. iil. p. 169, edit. 1782,
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If the state of prices hets, then, depends upon prices in
India, we should be backward in making predictions of their
foture conrse. But we may perhaps speak with the more
confidence of the accomplished results of the gold discoveries.
Prices had been.falling with little interraption from 1810 fo
1849. The years 1836-39 form a temporary but remarkable
exception. In 1849-52 prices were unprecedentedly low, and
ceteris paribus, we might have expected thab after another
period of speculation and its corresponding relapse of trade
prices should descend still lower. But prices in 1858 were
still 18 per cent. above those of 1852.

Bince 1858 enormous fluctuations have taken place in the
prices of many commodities. The price of cotton has been
quadrupled and again halved. Corn has fallen to what seems
& natural minimam price, and meat and fodder have greatly’
advanced. There has been a recent great fall, too, in the
price of many kinds of imported produee. Yet when the
average of all kinds of commodity is struck we find that
prices, since 1858, have been uniform in an unprecedented
manner. The average fall since last year has been trifling.
If we compare prices now (March, 1865) with what they were
at their lowest in 1849, we find there has been a rise of 21 per
cent. If we take the average of 1845-50 as our standard of
comparison, the rise is 11 per cent. The real permanent rise
due to the gold discoveries is doubtless something between
these, or probably nearer the higher limit, 21 per cent. The
gold discoveries have caused this rise of price. They have
also neutralised the fall of prices which might have been
expected from the continuons progress of invention end pro-
duction, but of which the amount is necessarily unknown, It
may be confidently esserted, then, that the Californian and
Australian discoveries have had a considerable effect in revers-
ing the previous conrse of prices, but it is impossible to state
the amonnt of that effect with any approach to certainty,
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L—Table showing the Variation of the Prices of Gold and Silver Bullion
during the Suspension of Specie Payments at the Bank of England.

1 9 3 + - 1 8

RatiootPrivaat ot || Batigel

Year. Price of Gold. i Btandard Prics, Price of Bitser in 1709,
|
'; Logarithna. Huomber. | HNumber. | Logarithm.
£ s d '

1798 ... 8 17 10} 0000 100 100 000
1799 L., — 0000 100 109 ol4
1800 ... —_— 0'co0 100 111 ‘047
1801 ..{ 4 5 0 o038 109 18 00
1802 .| 4 4 0 0033 108 108 ‘037
1803 ... 4 0 0 0'012 108 108 033
1864 ., —_ ©'012 103 105 ‘a23
1805 ... —_ o'o12 103 109 035
808 ... — o012 108 108 ‘032
1807 .. — o'olz 103 108 ‘02§
1808 .., — 0012 103 108 023
1809 ... - o0l 103 108 025
1810 ...} 410 0 0'063 118 111 043
Bl ... 4 4 8 o036 109 118 071
1BLl2 ...| 415 & v'08y 123 122 088
1813 .. &6 1 0O o113 130 133 '125
1814 ... 6 4 90 0126 134 123 08y
1815 ...| 412 6 o'ofo 120 105 022
1816 ...| 413 6 o oo 120 o4 I'g71
1817 ... 4 0 o o012 103 i N 1'960
1818 ...| 4 0 ¢ 0'012 103 | 97 1988
1819 ..| 416 0’020 105 i'go4
1820 ... s1911 o'o1t 103 93 i'968
1821 ... ! 817 10} i oo 100 | 0 i'957

Note,—Column § of the nbovo table contsius the logarithma by the
subtraction of which prices are reduced to o gold standard,
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Tables showing the Variationsin the Movement of Bullion to the East,

I1.—Average Yearly Value of the Exports of Treasure by the East India
© Company.
Doacennial Valns in Ponnds
Period, Bierling,
1711-20 vwe 434,000
1721-80 v 532,000
1731-40 e 487,000
1741-50 e 631,000
1761-60 . e 571,000
1761-70 . o 152,000
1771-80 e 43,000
1781-90 - e 393,000
1791-1800 .., e 352,000
1801-1807 ... 852,000

Note.—The yearly exports of trensore and merchandize, 1710-1807, are
given at leogth in Macpherson’s “ Commerce with Indis” p. 419,

II]'.-—-Averafe Yearly Weight of Bullion, chiefly Silver, exported by the

East Indin Qompany and by Private Pergons. (See Table V.)
Period, Ouncee.
1791-1800 2,055,000
1801-18068 3,781,000

IV.—Average Yearly Value of Builion absorbed by the Presidencios nf
India, being the excess of Imports over Ezports. (SeeTable VI.}
Period of Value in Poonds
Yoars, Sterling.
1802-10 .. ws 1,908,000
1811-20 ., o 2,827,000
182130 .. ..  aw .. e. 1,333,000
183140 ... v 1,373,000
1841-50 ... e 2,308,000
1851-56 .. ... .. .. .. 6,320,000

V.—Table showing the Quantity of Gold and Silver in each Year, 1788-
1808, exported by the East India Company fo China and the East
Indies, wlether on account af the Company or of Private Persona.

10,000'a omitted.]
Tour. J Millions of Cunces. Year. Millione of Qunees.
1788 ... 2,68 i 1798 .. 3,57
1788 ., 2,15 , 1789 L 7,29
I
1790 .. .. 4,94 : }gg‘i’ ;’22
1791 ., 349 | '
11802 ... 2,48
e L. 2,02 | 1808 3
1 S 32 ; L.m 79
1794 ... 18 , R 4
T1s06 L. L. 8,74
1795 .. 13 1806 ... %43
1796 .. . 29 Cls07 L L 36
179t .. 96 P1808 .. .. 92

Note,.—Caloulated from Account No. IX, in the Appendix to the *“ Report of
the Bullion Commitiee," 1810.
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VI.—Tablo showing the Valus of the Treasure absorbed in each Year,
1802-56, by the Thres Presidencies of India, being the Exscess of
Imports from all paris over Exports,

(0,000’8 omitted.)

Yulueinlmhom Yalnai.ulﬁlliom
Year. Year.
Poundsswrlmg | Poundsam‘ling
1802-08... L7 1830-31... 93
1803-04... ... L5 1831-82... .. —ga1
1804-05... ... 2,27 1832-35.., ... -32
1853-84... 1,10
%805—06 2,2: 1834-36... 1:70
806-07 ... 2,65
1807-08.., 2,01
1808-09... .. Lot 1835-86... . 204
150510 1836-37... . 177
803-10... ... %37 1837-88.., z,gg
1838-89.., 2,
1810-11... ... 1 9_40 1
1811-12... .. f:o; 1839-40... i
1812-13... ... 8
1818-14... . 6; 1840-41.., e 1,42
1814-15... .. 1,21 }gg_“g ;’233'
.
1843-44. ., 4,05
1816-16.., - 2,10
1816-17... ... 401 184d45... ... 2,65
1817-18... 4,30
1818-19... 677 }845-«; ;,gg
181 2 846-47...
818-20 25 184748 . ,22
1820-21.., 05 1848-49... ... I,
1821.-22.., '?,51 1848-60.., 2,43
1822-23.., 2,02
1628-24.., . 39 1850-61... 3,27
1524-25... es 66 im. 413
5,78
m... it 1354-55"' 3:32
an . I e e 7
1827-28.., 1,89
1828-29... ... 1,20 1866-66... ... 10,70
1829-80... ... 90 1866-57... ... 13,16

Note,~The numbers 1502-88 are reduood from the table in Martin's
*“British Colonice,” p. 360, B. Tha continuation of the account is from
MoCullooh’s article, *“Procions Metals,” in the “Encyclopedia Britannics,”
Eighth Edit. p, 460. '

During the years 1831-32 and 1832-89, there was an excoss of axporta
ovor imports of £410,000 and £ 320,000 respactively.

Abont 1818 there was an unusually large Government remiltance to India.
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VIL.—List of Qommodities freafed in the Tables,

From 1782 to 1844 the prices were moatly taken from Tooke's tablas.
After 1844 the avorsge prices, sa calonlated from the price lists of The
Economist, and printed in my * Herlous Fall,” eto. p. 21 (see sbove, p. 42},
wore moatly used, the commodities being nearly identical with those quoted in
Tooke's tables, and subsequently in the valuable annual review of trads in
The Economist nowepaper. Ooncerning inoonvenient but unavoidable changes
of quotation, sco Mr. Dauson's note in Tooke’s ** History,” vol. vi. p. 401. The
following list notices the more important changes only.

The brackets indicate the gronps of commodities, or else point ont where
soversl qaalitios of one commedity have been jotoed and averaged befora beiog
thrown as one unit into larger groupe.

{ Copper, tongh cakes.
Lead, British piga. -
Tin, English bara.
Pig, Tooke, 1782-04, 1816-39, 180182, Matthows'
“ Report of Commission on Manufactores.”
Iron < Wrooght, Roesia, 17821889 ; Bwedish, 1839-66 ; Bwedish
eteel, 1857-65, )
‘Walsh bars, 1806-57, * Herions Fall,” ete. p. 12.

, Gallipoli, in bond ; linseod after 1844,
** { Fish; palm after 1844,

Tallow, 8t. Petergburg.
Tar, 8tockholm.

{Aahen, barilla; Carthagena in bond to 1836,

MeTAra ...

Ors...

» pearl; Daoteio or Russia to 1889,
»  Canadian pearl, firet aort, 154045,

Memsl fir, in bond.

TIMBER .. {Quehec, yellow pine, 1784-1806, 1820-939, 1813-21, McCulloch’s
“ Dictionary,” Canndian yellow pine, 1856-65. '

Hemp, 8t. Polershurg, olean.

(Cotton, npland, 1783 ) sfter 1801, from table in “ Exchange
s  Pornam, 1788 Magnzine,” Ootober, 1862, or “ Jonrnsl
5  Surat, 1790 Btatistical Society,” December, 1862.
y  Huorinam, 1782-1844; Demerara aftar 1820,

1 Wool, Bouthdown,average 1784-1848, MoCulloch's “ Dictionary.”
Fisxks  ...1 " ™ Bpanish, South Austrslion lambe, 1861-65. o

Bilk, China, raw.
» BReggio, raw, 1844; Italian raw, all descriptions,

| Flazx, St. Petorsburg,

Logwocd, Jamaica.
Indigo, euperior and inforior, East India,
Cochineal, Bpanish ; Teneriffe aftor 1861,

Dye
MATREIALS.
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VIL—List of Commodities ireated in the Tubles—conlinued,

Hides, B.A. and M.V, dry, aflor 184£,
Leather, crop hides, after 1844,

rWhea.t., Gazelle nyorage.
M]eyl 1w
Coax v gﬁtﬂ- "
e, ”
Beans, "
Peas, ” from 1792,

FoDDER Claver, »

Straw, » 1798.

Mautton, 8t. Thomas's Hospital average,
{Beaf ’

{Hsy, “Jentleman’s Magazine,” 1798

Meir : o P ;
Irish Mesa Beof, after 1848 American and Canadian.
Pork, after 1845,

Butter, Waterford, stc.

Sogar, Moscovados, (Javetts avernge aftar 1500,
» Havannah for exportation, 1801-46.

Tea, congon.
, hysom.

Coffee, auperior British plantation.
{ ,» iaferior
» Bt Domingo for exportntmn, aftor 1807,

Bpirits, Jamaica ront.

Bice, Caroling, 1783-1839.
Pepper, East India black.
Cinnamon, first qnality in bond,
Tobaooo, Virginia, in bond.

The following gronps are thus composed ;

Orlental Produce. Tropieal Foods

Indigo. gnw-
0
lé?pp“' Coffes.
1RO, 8 pil'it .

Tea. Pepper.
Sogar, Cinnamon,
China silk. Rioce.
Surat cotton. Tobaooo.
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VI1IL.—Proportional Variation of Prices from 1782,
Geaeral Yariation ! ‘
" Oriental Prodncts. || Tropical Feod.
oll the Porty Commodities. || :
Yoar. } - IF
God Paper Gold | Compa- " Compm-
Standard. Bundnd.. E::':g:{:c:n Actual. | 1y, | Actusl | rative.

_ ’
1782 .. 100 ‘000 100 100 || 100 | 100
1788 .. 100 001 101 101 87 87
1784 .., 93 s 1966 84 102 82 8g
1786 . o0 § t'g56 g3 103 70 v7

]

1786 . | 85 2 g2y |I 82 91 84 | 76
1787 ... 87 = it || 91 10§ 70 | 9
1788 ... 87 g i-gqr | 8L 10§ ¥4 | 84
1789 ., 85 2 i'gz0 | 85 100 70 | 32
1790 87 g 1937 80 9 60 8o
17 ... 89 & 1'947 89 101 72 | 81
1792 .., 83 2 i-96g 107 113 81 87
1783 .. 99 ) 1'094 o6 97 79 8o
1794 .. 98 i'gBg 84 72 | 74
wes | ur | % o6y | 96 | 82 | 93 | %
179 ... | 126 E 097 105 84 102 | 82
1767 - 110 A 043 85 77 87 9
1798 .. | 118 R ‘o0 107 91 29 3
1799 - 130 "I 100 77 86 66
1800 .. 141 14 50 57 84 60
1801 .. 140 153 ‘147 80 ¥ 73 52
1802 - 110 119 ‘043 74 7 68 6z
1803 .. | 125 128 096 74 ) 67 | 54
1804 . 118 122 ‘074 71 60 64 54
1808 ... 132 136 120 79 6o 75 57
1806 .., 150 133 113 79 61 70 54
1807 ... 1290 152 ‘110 73 5 63 49
1808 .. | 45 148 160 84 5 ¥1 | a9
1808 .. 167 161 195 86 55 82 | 52
1810 .. 142 164 ‘152 88 59 ki 53
1811 - 138 147 ‘13z 74 55 60 44
1812 .. | 121 148 i 668 55 58 | 48
1813 .. 116 149 060 64 59 67 59
1814 .. 114 153 ‘058 50 78 B4 73
1816 .. 109 132 ‘039 82 75 77 7
1818 ... 81 108 i'959 68 7 63 69
1817 .. | 17 120 06y 81 63 7 | 66
1818 - 132 135 13 90 69 92 0
1819 .. | 112 117 74 66 73 | 63
1820 ., | 108 106 ‘013 66 63 67 65
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VIIL—Proportional Variation of Prices—continued.

Al Commodities. ! Odental Products. |  Tropioal Food.
Year. sl | | Logasithm. iI Actoar. | Oompam [ 4oy ‘
N

1821 ... 94 i'wg | e y2 . 63
1822 ... 88 i'gsb || 67 76 4 6l
1823 ., | 80 i48 | 65 73 62
1824 .. | 88 ‘o6 | 6l 52
1826 .. | 108 o4 | 80 7 66
1826 .. | 90 i'953 66 62 65
1827 ... 90 1956 58 64 54
1828 ... sl i'909 53 63 48
1829 .. 79 i-890 51 62 49
1830 ... 81 1906 52 64 47
1831 ... 82 igty 49 50 48
1833 .. 78 i*Bo3 49 62 &0
18383 ... 75 877 50 67 49
1834 i) i'891 63 68 50
1835 80 i'gos 68 72 51
1836 ... 86 i'035 €0 69 54
1837 84 1'922 /1] 6o 48
1838 ... 84 i'024 53 63 52
1839 ... o2 1663 56 61 61
1840 B7 i'540 56 64 60
1841 ... BS i'g28 51 60 53
1842 75 i-87% - 45 60 46
1843 . 1 i85l 45 64 44
184 .. 69 1840 42 61 42
1846 . 74 %6y | 88 51 40
1846 ... 74 i'8n1 87 49 38
1847 . 78 i8g4 idid 46

1848 .., 68 7831 81 46 85
1849 ... G4 i'8o6 33 52 36
1850 ... 84 1808 88 59

1851 .. 66 ii7 38 56 41
1852 ... 65 i81o 34 53 34
1853 - T4 871 36 49 38
1854 ... 83 1'919 34 47 40
1865 ... 80 1'903 Bl 39 39
1856 .. | 83 i'916 a6 4 | 40
1857 .. 85 1928 58 4 | 43
1858 A %6 !'3 3 B85 46 | a7
189 .. ™ i 86 % o 87
1860 .. { 99 i 80 46 Q| 39
1861 .. 78 i-8o4 88 46 I 88
1862 .. i 79 i9a0 42 52 30
1863 78 i'894 93 55 | 39
%68 .. | %8 i'894 44 56 42
1865 . ng i'8g0 44 56 42
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VIIL.—Proportional Fariation of Prices from 1782,

]
Motala, Iron, . [ D
Col Lead, || B 1 Timber. Oils. ! ye
o from. " | Varioties | Materiale.
Year, |

. t
Campa. Compa-! *Comps-,  Gompn. ! Compa-
Actual. oo Actual.t Do Tl Actaal, iy {Amal |"m“ Actasd. oo

I
i . | }
17682 | 100 100 100 | 100 -+ 100 100 ; 100 | 100 100 | 100
1783 | 100 | 100 || 97 g7 108 | 107 94 94 92 - eI
st 90| o8| 72 78 54 8 | 0G| iog @ 98 ro6
17686 80 59 67 74 73 i | 104 | mrs o

I

|
1786 | 95 { 112 84 | 100 '| 69 69 91 107 || &9 g1
1787 | 93 § 107 73 82 4 61 o | 87 | 100 75 86
1738 | 96 | 109 3 | 834 69 67 | 8L 93 8 89
1789 | 93 { 109 & 78 | o1 | 53 69 | 8t
1790 [ 92 | 106 56 65 { 88 | 101 | 64 74

1791 | 100 | 113 92 | 104 | 85 g6 l 82 9z 77 87
1708 | 108 | 116 | 92 | g9 i M| 790 | 86| 92 . 70| 8
1703 | 113 | g || 9 gz 70 71 103 | 104 kil o
179¢ | 111 14 | 8 o0 78 So 103 106 a1 83
1785 | 108 93 [ 86 74 | 108 93 . 124 [ 106 ; 109 93

' I
1706 | 117 94 ~ 101 g 105 84 134 | 107 | 116 03
1797 | 128 | rir {1 124 | g || 77 | 7o | 120 | 108 | 66 87
1798 | 122 | 104 || 127 | 108 98 R4 ;| 123 | 105 | 187 | 116
1799 | 127 | o8 || 126 | oy || 120 | o3 || 134 | 104 | 125 | o7
1800 | 136 o6 || 116 82 1 168 | g ; 122 87 1 101 72

18011 199 | 9o ] 189 | o9 | 167 { g || 134 | o5 | 108 | 7

1802 | 137 { 125 || 119 | 108 :| 126 | 1xq || 102 | 92

1803 | 144 | 115 || 118 94 '| 182 [ 146 | 124 | roo || 128 | 103
. |

=3

o

oo
~F

1804 } 147 | 123 || 116 | o8 | 152 | 128 || 116 | o7 &
1805 | 161 { 52z || 118 | 8¢ !| 146 | sy | 181 | 100 | 185 | 102

1806 | 169 130 7| 123 95 136 105 !
1807 | 162 | 118 | 116 | oo || 188 | 137 | 126 | 96 | 113
iB08 | 165 | 107 | 113 | 78 {| 253 | 175 || 166 | 115 | 116 | 8o
1809 | 169 | 101 | 114 73 || 683 | 340 || 162 | 103 || 110 70
1810 | 142 | oo 89 70 || 800 | 211 ‘ 14 99 i 157 | 11

1811 | 148 | 109 | 206 | 78 i 881 | 28: | 136 | 100 j, 107 | 79
1812 | 118 o8 88 73 || 808 254I 120 gg « Bl 75

132 | sor | 181 | tor
88

1818 [ 111 | o7 | 81 | il 185 | 16r || 118 | 100 | 82 [ 71
1814 | 113 99 T7| 68 187 | 17z | 118 g9 | 182 | 116
1816 | 115 | 105 | 81 [ 74 | 161 | 148 ‘ 14 | 104 | 108 | o7

1816 | 96 tog 71 78 1| 116 | 127 || 82 % | 68 75
1817 | 107 g9z 1 7B 67 ! 1B g0 | 124 | o6 86 73
1818 | 119 | g1 i 98 | g5 | 184 | 102 | 129 | o8 il es | 73
1519 | 113 o1 104 a3 138 124 || 100 go ' 80 73
1820 | 106 | 103 9% | 92 |; 118 | 110 | 106 | 101 ; 68 | 67

|

Nots~The actual variation is shown by the average proportion of gold pricea
in each year to the gold prices of 1782. The comparafive variation is the ratio
in which the prices of each oommodity or group of commodities have risen or
fallen more than the whole forty commodities,
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VIIL—Proportional Variation of Prices—eontinued.
Motals. | Irom | |
[ Jogeti | g | mabe | oom | P
, troc. ! Varietien, I Timber Oit | Materials,
l Year, I | ; I
"Co Compe. . o Co
i | Actanl, C2mPW dotual totive. | Actual. | TOTE Astnal. | CUTRR 1 Actoal, (Sompa
I
1821 | 101 | 107 | B2 | 87 . 118 | 123 89 o4 || 74 48
1822 | 100 | 113 | 74 gg | 101 11§ 93 o 89 101
1823 | 107 | 121 | %8 to1sy | tsz [ ss 96 | 108
1824 [ 208 | 123 | 94 | 106 | 126 [ 143 | 78| B8 [ 83 | o4
1825 | 123 | 119 || 114 | 110 || 183 | 129 86 84 98 o5
1826 | 111 | s=24 § 100 | 111 | 107 | 119 81 o || 70
1827 | 103 | 114 85 96 85 | 103 82 90 VL) %?
1828 | 95 | 517 80 98 8| n 75 92 61 75
1829 | 89 | 113 72 oi | 101 | 12 78 o3 || &9 75
1830 ! 8L | o0 66 | 32 ) 98 | 121 [ 88 | 106 || 66 6o
1831 | 80 | g8 63 | gy || 104 [ 126 2 | o || 49
1832 | 77 29 61 ¥8 1 108 | 139 79 | 101 47 %g
1gs3 | 82 | 1o 66 87 | 106 | 141 79 | 10 43 57
1834 | 87 | 112 65 83 | 106 | 137 75 92 a7 61
1835 00 | 111 64 79 | 118 | 145 s o7 48 6o
1836 | 114 132 86 100 128 146 g8 108 48 53
1837 | 97 | 116 | 74 | 8 || 119 | 142 B | o7 || 49 [
1938 | 98 [ cxg | 77| o2 [ 111 ) 132 || 92| 100 | 62 | o2
1839 84 | roz || Y7 | 83 | 111 | 120 92 | 100 | 69 64
1840 | 87 | 100 | 63 | g2 || —* | — 81 | 105 | 47 54
1841 | 90 | 106 61 wr || 118 | 133 87 | 11 40
1842 | 80 | go7 [ 61 63 | 113 | 151 96 rz; 33 f‘
1848 | 71 | yoo | 48 | 61 B85 | 120 || 89| p25 | 36 | i
1844 | 74 | 107 43 63 . B4 | 122 9 ng 34 50
1845 86 1y 59 8o : 86 | 130 8 14 85 48
1846 | 8¢ | 121 60 | g | 80| 122 86 [ 116 | 86 | 48
1847 90 135 60 76 91 116 1t 127 85 4%
1848 | 77 | N3 47| 69 | B4 | 124 95 | 341 §| 80 45
1849 | 78 [ 114 40| 6 72 | 112 96 | 50 || 28 “
1860 | 74 | 115 i 9 5 66 | 103 91 | 142 80 46
1851 73 112 88 88 | ;o 90 | 4 8
1852 | 80 | i w| B el 'R alif| sl Y
1853 | 103 13 68 72 81 109 96 128 8y (1]
1854 | 100 | 131 60 72 87 | 105 [ 121 | 46 | 88 16
1855 | 104 | 130 ‘ .31 64 88 ! gro | 17 | w46 81 38
1856 | 109 112 65 [ 78 110 1 85
1857 [ 108 | 137 | 6L | 6o 84 [ g9 (118 | 133 | 38 b
1868 | 96 | p27 | 46 | 62 ‘ 69 | g2 86 | 127 | 38 | L3
1860 | 97 | y27 [ 42 [ 55 | 7O o2 ) 101 | 132 | 82 42
1860 | 86 | 121 I 0 | st | 70 | 88 105 | 13z || 82 40
1961 | 88 [ yr2 " 87| 47| 69| 8 | 111 | 32 1
1sez| 8 | 1op | 85| 44 . 72| oo 1 ez | 88 | N
1863 86 T . a7 47 || T4 [«13 07 137 | 34 43
1864 | 02 | rry 44 57 78 o 98 | 125 | 85 45
1866 81 | 1o% | 39 [} | 74 o6 80 | g 8+ 44
| | !

* Uncertain from interference of cnstoma duties ; the nnoortainty extends to

+he snoceading in ralation ta tha nracadine nnmbars
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VIIL.—Propovtional Variation of Prices from 1782,
Fibroea. | Cotton, |i Coru. - | Wheat. i Fodder.
Ootton, Woal, Buveral W](’)‘-’:‘:v B;;L’:fn " Gazeite ® | v. Glover,
Year. Bilk, Flax, | Vorvinties, ! Beans'. Peas. !‘ Avernge. l .
I i
Actual, %ﬁ'?fg‘l Actasl. [c"‘“l’" Actoal, jﬁg{:la tal, .‘3 [ Aotual. *;‘:3‘,1;9'
1782 | 100 | 500 || 100 | fo0 | 100 | 100 ' 100 | 100 [ — | —
1783 | 112 I 102 102 127 126 . 110 110 -_— —_
3784 | 98 | 101 61 66 1 116 | 126 " 102 | Fto — —
wes | 107! 18 ) 81| o3 ‘10:. s i 88| o7 h — | —
1
1786 | 108 | 128 88 | 101 105 | 124 18 of ! — —_
1787 | 107 | 123 8l | 105 | 102 | 117 ' 86 99 -_ —
1788 | 107 | 123 86 | 110 99 | 114 | 94 | 108 —_— —_
1789 | 93 | 1o 67 67 | 108 | 123 % 107 | 126 — —
1790 | 90 | 115 | 68 77, 117 | 136 0 111 | 129 | — —
i |
1701 | 96 | 109 I 64 2 || 112 | 126 e | — | —
1792 | 109 | 117 ;| 81 7 110 | u8 | 87| g4 — | —
1793 | 108 | 105 | 76 w7 || 129 | 131 i 100 | 102 — —_
1794 85 00 68 70 ‘ 140 | 144 106 100 — —
1795 | 103 | 89 79 | 68 || 168 | 144 [ 182 [ 130 ] — | —
1796 | 128 | ror || 135 | oz [ 158 | 123 | 160 | 128 | — | —
1797 | 118 | 107 92 83 | 112 | ™= 109 0g —* . =*
1795 | 130 | 111 138 | 8 | 118 og | 103 o | 118 | 100
1798 | 172 | 133 204 | 157 || 159 | 122 | 140 | 308 | 171 | 132
1800 | 143 | 102 || 116 2 ) 262 | 170 || 281 | 164 | 236 | 167
1801 | 142 | 101 114 31 | 282 | 165 || 222 159 J 244 174
1802 ¢ 132 | 120 94 86 180 | 11 181 19 . 184 | 149
1803] 149 | 120 | 88 | 6o | 123 | o8 [ 118 | o3 | 280 | iS5
1804 | 149 | x25 | B8 | 73 | 134 { 113 ! 128 | 104 7 181 | 161
1805 | 155 | 118 || 100 76 )| 177 | 134 | 177 | 134 | 162 | 123
1806 | 144 | rix 98 gr || 168 | g2z || 158 | 120 | 181 | 139
1807 § 150 | 17 BS 168 | 30 i 149 | 115 | 238 | 131
1808 | 188 | 116 || 106 v3 || 198 | 135 || 160 | 111 || B30 | 159
1809 | 214 ) 137 103 65 || 205 | 131 192 123 . 214 | 137
1810 | 165 | 116 1 86 60 || 175 | 124 i 1B7 | 132 | 242 | 171
|
1811 | 149 | 1o || 66 49 || 167 | rag | 178 { 131 | 308 | 228
1812 | 147 | 22 | 70 58 | 221 | 83 , 209 | 173 | 203 | 169
1813 [ 184 | 1y f| 83 | w2 |l 197 | rp2 | 172 | 150 | 182 | 19
1814 | 181 | 134 | 112 | o7 || 123 | 108 | 113 | o9 || 167 | 136
1816 | 138 | 126 94 86 114 | o4 || 111 101 168 152
i !
1816 | 106 | n6 | 87 123 | 136 | 188 | 146 | 228 | 244
1817 | 140 | y20 1 110 ﬁ 192 ,2§ 1101 | 164 | 224 | 1g2
1818 | 161 | 122 106 8o | 208 | g5 | 170 | 120 « 352 | 192
1819 | 118 | o5 | 67 6o | 177 | r5g ;| 144 | 129 | 254 | 228
1820 | 12% | na7 i. 6L | 6o | 148 | 132 || 134 | 130 j 17t 166
: !

* Quotations of fodder previons to 1797 were wantiog; tho ratios were there-
fore made to commence from the general average of all commodities for 1797,
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VIIL—Proportional Variation of Prices-—continued.
]
Fibrea, Cotbon. Corn. I Wheat. Fodder.
Whoat, Barley, * ”"
Colion, Wool, Beveral Gazotta Hay, Clovar,
Soup | BT || Vaciedes. Bons B2o || Avernge. Siraw,
l
Qo c Cor
Aotusl {004 gomn). | TORES- | sotmal [SOPE-|| Actaal. | FOMPE-|| 4otnal, | COPR-
1821 1 112 | 1190 53 56 116 | 123 || 114 | 121 || 182 | 103
1822 | 110 | 125 47 53 92 | 105 90 | 102 | 170 | 193
1823 | 115 | 1290 46 5z 125 | 140 || 108 | 122 | 215 | 243
1824 | 103 | 116 48 54 147 | 167 130 | 147 || 250 | 283
1825 | 21 | 117 63 61 167 | 152 139 | 135 -_— —
1826 | B8 o6 40 45 152 | 169 | 119 | 132 —_ -
1827 | 86 95 | 38 42 185 | 71 || 119 | 131 )| 245 | 271
1828 | 88 | 102 84 42 136 | 168 | 128 | 151 197 | 243
1829 | 76 | 95 || 41 | 39 | 185 | 17T || 184 | 160 (| 180 | 228
1880 | Y8 96 86 45 || 188 | 171 || 180 | 162 || 220 | =274
1831 | 87 | 106 83 40 150 | 182 || 185 | 164 || 199 | 242
1832 82 10 86 ;g 130 | 66 || 113 | 152 || 210 | 260
1833 | B9 | 11 43 119 | 158 (| 107 | 143 || 169 | 224
1834 | 108 | 136 48 6z 128 | 158 94 | 121 [ 177 | 228
1836 | 116 | 145 | 65 | 69 || 119 | 148 80 | 99 || 218 | 27t
1838 | 111 | 129 63 62 131 | 152 98 | 114 || 185 | 215
1837 97t 16 40 48 132 | 158 | 118 | 136 (| 228 | 272
1838 | 91 | 108 | 88 46 | 134 | 160 | 181 | 156 | 211 | 252
1839 ( 96 | 104 | 41 44 165 | 168 || 143 | 155 || 234 | 254
1840 o2 106 | 36 41 150 | 173 136 | 55 | 200 | 230
18410 B8 | 104 o 87 | 44 | 140 | 166 | IS1 | j5q | 227 | 267
1842 | 77 | 103 81 a1 | 120 | 160 || 118 | 555 | 210 | 280
1843 ¢ 72 | 1oz i| 27 37 13 | 150 | 102 | 143 || 221 | 311
1844 9 14 27 39 125 | 180 | 104 | 150 || 178 | 251
1845 a1 110 24 33 || 180 176 | 108 | 140 | 233 | 316
18946 | 83 | riz || 28 | 3y || 140 | 188 || 111 | 149 | 200 | 269
1847 | 77 o8 | 290 | 37 || 196 | 224 || 142 | 151 | 180 | z30
1848 | 61 go | 21 3l 126 | 184 j 103 | x5t [| 173 | 256
1849 | 62 96 23 36 106 | 166 90 | 140 || 197 | 277
1850 | 76 | 119 32 so | 91| b 82 | 127 | 156 | 243
1851 %7 | 1 27 | 4 | 98| 150 78| rig j 163 [ 248
ws2 | 76 | 5 25 39 109 | 169 83 | 128 | 176 | 243
1853 | 77 | 104 24 33 127 | 170 || 108 | 146 | 189 | 25y
1954 | 75 go | 24 30 167 | 189 {| 147 | 177 | 226 | 232
1855 75 | 94 | 28 | 32 | 164 | 193 { 151 | 389 | 217 | 232
1856 | 89 | o8 || 80 | 36 || 161 | 84 || 140 | 170 | 221 | 268
1857 | 98 | 116 1| 86 | 33 ) 142 | 168 (| 1i4 | 35 | 181 | 23
1888 | 87 | sig || 82 | 43 [ 128 | 169 | 90 | r1g | 19% | 257
1859 | 97 | w2z il 33 ; 43 | 126 | 163 89 | yro | 198 | a8
1860 | 95 | 21 30 | 37 | 136 | ryz || 108 | 137 || 214 | 2:s
1861, 96 | 22 39 50 185 | 172 | 113 | 144 || 218 | 242
1862 | 111 140 | 82 | 104 131 | 165 || 118 | 142 | 210
1863 | 127 | 161 | 117 | 150 || 119 | x5z | 91 | 116 | 195 | 254
1966 | 129 | 164 | 128 | 564 ! 109 | 139 81| 104 " 199 | 284
1855 ' 120 | 158 | 77 | 100 l 107 | 138 | 78 | 101 “ 229 | z9%
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IX.—Dsasoription of the Diagrames.

Eaoh point on a ourve has been laid down at a distanos from the thick zero
line, 8o a8 to represent the retio of prices of each year to the prices of 1752,
on the scale of one quarter of an inch to the logarithm "100. The herisontal
reference lives represent, from below upwards, the logarithma i*5o0, 14600,
1700, i-800, 1'900, 0°000, 0°100, 0’200, 07300, ote. Binoce the logarithm of 2 is
nearly ‘300 (*jo103) snd that of §, i*700, the third line sbove the zero line
represents a deubled price, the third line below it a halved price,

In the cass of the importaut cmrve showing the gensral variation of valoe
of all the commodities, horizontal lines representing the ratics in common
numbers bave been substituted for the logarithmic lines, the logarithmie soale
however heing pressrved. .

The dingrama are intended only to show the general charaster of the
vaviations, the numerioal resulta being given in the tables. It has not been
thought needtul to draw out the comparative yaristions except in s fow cases.
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Iv'

THE DEPRECIATION OF GOLD.*

Ir is interesting to examine st intervals the evidence brought
by the eflux of time concerning the effects of the great
gold discoveries of 1849 and 1851 upon the value of gold.
Almost twenty years have now elapsed since the nmew sup-
plies began to be received, and taking into account the rapid
means of communication with all parts of the world which
this age enjoys, it can hardly be doubted that a certain equi-
librinm has been attained in the distribution of the precions
metals, and that the character of the resulta will now be
manifest,

~ The present year iz especially suitable for a retrospective
inquiry, becanse we have just passed through nearly three
years of commercial prostration, during which the use of
credit has been undoubtedly reduced to its minimum, and
prices have suffered & corresponding depression. Taken in
connection with the similar depression which followed the
collapse of 1857, this gives us ample means of judging whether
a real rise of prices has been established, becanse it assures
ns that any rise of prices which may be detected is not

* Letter to The Economist newspaper, May Sth, 1868, vol. rxvii. pp. 530-
632. Reprinted in the “Journal of the Statistical Bociety,” December, 1869,
vol. xxxii. pp. 44649,
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due fo a temporary cause, such as the inflation of prices by
credit,

I have therefore made some calculations founded npon
your price lists, in order to bring down to the present time
the estimates of the general variation of prices which I first
attempted in my pamphlet on the * Value of Gold,” and after-
wards extended over the whole period embraced in Tooke’s
 History of Prices,” the complete results being poblished in the
“Journal of the London Statistical Society’” for June, 1863,
The inquiry is substantially of the same nature as that which
was originated by Mr, Newmarch in the “ Statistical Jonrnal **
for 1859, and which has since been continued in your valuable
“ Anpual Review.”” Your readers will probably have noticed on
p. 44 of the “ Commercial History and Review” of 1868, =
table containing the proportionate prices of a pumber of com-
modities compared with their average range in 1845--50, ahd a
column is added containing what yon have called the total
index number, formed by the simple addition of the percentage
numbers of the separate commodities, My method iz very
similar, but consiats in calculating, in a manner fully described
in the  Statistical Journal,” the average ratio of prices in
March of each year to prices in the same part of the previous
year, g0 that by the junction of these ratios the prices of each
year can be compared with those of any year before or after,
just asin taking the levels of aline of country the difference of
level of each two Buccessive points is measured, and then the
difference of any two points on the route can be ascertained
by the simple junction of the intervening differences, Any
year may readily be made the datum Iline or point of com-
parison, but the year 1849 is peculiarly fitted to be the start-
_ing-point, because it was not only the first year of the gold
discoveries, but it also happens that prices then reached the
lowest point which they have attained during the present
centary.

The following numbers thus deduced show the average
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ratios of the prices of about fifty of the chief articles of com-
merce during the last twenty-two years to the prices of the
same articles in 1849 ;

A e
io j
Year, of Prices to Yeoar. of Pri::;a to
thoee of those of
1849, 1549.
1847 ., . . 122 1859 . . . 120
48 | . . 106 *60 . . . 124
R ’49 " - - IOO ’61 . . . 12 3

B, . 101

3
51, . . 103 2. . .1

63 123

R . . .
,gg :?é 64 . . . 122
hd . \ . 130 85 . . . 121
55 . . 128 66 . . . 128
56 . . . I29 87 . . . 118
57 . . . 132 ‘68 . . . I20
58 . . . 118 69 . . . II9

It appears from the above that the range of prices bas
since 1853 been always considerably above the point they
attained in 1849. The three great collapses of credit and
enterprise ocourred in the years 1847, 1857, and 1866, and
the depression of prices thereby occasioned were respectively
22, 14, and 10 per cent. ; it is perfectly fair therefore to com-
pare together the three lowest points thus attained in the
years 1849, 1858, and 1867, and we thuns learn that there heg
been a net or permanent rise of 18 per cent. accomplished
in the prices of shout fifty of the chief materials and com-
modities. The still greater olevations of 32 per cent. in 1857
and 28 per cent. in 1866 are partly due to the inflated credit
and excessive speculation of those periods. It may seem that
my nombers underestimate rather than overestimate the
fluctoations of prices; but it rmust be remembered that, though
many commodities in which speculation chiefly takea place
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vary much more than is shown in the average, there are many
srticles—soch as butchers’ meat and provisions—which are
little snbject to speculative changes, and in drawing & wide
average many considerable changes in individual commodities
are entirely obliterated,

The resulta given above will be found to correspond
pretty closely with the like resnlts which are easily drawn from
the index numbers in your “ Annual Review,”” except that from
1863 to 1867 you represent pricos as having risen much more
than I state them, This I find is due to your index number
being the sum of twenty-two different numbers, of which four
numbers represent the increased prices of raw or manufactared
cotton ; as these prices have rigen in one case as much as by
360 per cent, a great effect is produced on the aggregate.
My qnotations include only three ont of fifty depending on
cotton ; besides which my mode of drawing a geometrical
average always gives a less result than the simple addition
employed in the “ Annual Review.” It may be & matter of
opinion which result is the truer one, but at any rate I am
eatisfied to feel that I underestimate the flactnations of prices
a3 compared with the results in your “Annual Review.”

I caunot help then reasserting with the utmost confidence
that a real riso of prices, to the extent of t8 per cent., as
messared by fifty chief commodities, has been established
since the year 1849. This is an undoubted depreciation of
gold, becanse it represents a resl dimination in the general
purchasing power of gold. Nor can we well avoid attributing
it to the effect of the gold discoveries, Indeed, as Professor
Cairnes has so distinctly pointed out, the effect of those
discoveries is probably much greater than any we can prove,
becanse the course of prices was in previons years decidedly
downwards, so that the new gold has both prevented a
further fall and occasioned a rise in its stead. To illustrate
this, I have formed from the tables given in my paper in the
* Statistical Journal”’ (founded npon Tooke’s tables of prices)
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the following comparison of prices at intervals of ten yoars,
taking the year 1849 as the datum point;

Averagoe Ratio
of Prices to
Tear, Prices of the

Yoar 1840.
1789 . . . . . . . 133
g9 . . . . . . . 202
1809 . . . . . . . 245
19 “ . . . . 175
29 . . . . . . . 124
’39 . . . . . . . 144
’49 . . . . . . . Ioo
’59 . . . . . . . 120
’69 . . . . . 119

Between 1809 and 1849 we notice & vast decline of prices,
to the extent of 145 per cent., the previons rise having been
nearly as great. With this great revolution in the value of
gold, we are only concerned so far as regards the fact that
previous to 1849 a great decline in prices was in progress.
This decline was interrupted during the years 1835-39 by
a temporary rise, due perhaps to excessive speculation, but
the decline was renewed as rapidly as before until we reach
the critical year 1849, Since then the course of prices seems
to have been entirely altered, and a permanent rise has been
established,

Not a few able writers, including Professor T. C. Leslie,
who lately addressed you on the snbject, are accustomed to
throw doubt upon all such conclusions, by remarking that natil
we have allowed for all the particular causes which may have
elevated or depressed the price of each commodity we cannot
be sure that gold is affected. Were a complete explanation of
each fluctuation thus necessary, not only would all inquiry
into this subject be hopeless, but the whole of the statistical
and social scionces, so far as they depend upon numerical
facts, would have to be abandoned. It has been abundantly
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shown by Quetelet and others, that many subjects of this
nature are 8o hopelessly intricate, that we can only attack
them by the nse of averages, and by trusting to probabilities.
The price of any one commodity, even silver, utterly fails as a
measare of the value of gold, because it is sure to be affected
by numerous conflicting causes of rise and fall, no one of
which we can accurately estimate, Even the intimate know-
lJedge which a merchant gains of the commodity in which he
denls is insufficient to enable him to explain, still less to
predict, the changes in its price with confidence. But when
we take a large list of fifty commodities the probability is
almost infiite that particular influences will not all act the
same way, 80 that a rise in one case will balance a fall in
another. The average then must in all reasonable probability
represent some single influence acting on all the commodities.
Thia inflnence may indeed be something affecting the com-
modities rather than gold—for instance, & general increase of
demand not me{ by a corresponding supply. This is possible
. but not likely, because the supply of many articles is exceed-
ingly increased and cheapened by the progress of civilisation.
Even if it were the commodities which were altered in their
conditions of supply and demand, the result would not theless
be an alteration in the purchasing power or value of gold. But
considering that there is no reason to suppose the sopply and
demand for gold would always maintain an equilibrium, and
that & most extraordinary change has taken place in the con-
ditions of supply, the probability is excessively great that we
find the true cause in the gold discoveries.

To complete the argnment, I have only to ask those who
think that the growth of popnlation, the increase of demand,
or the progress of trade is the cause of the riso of prices,
whether population, demand, trade, etc. were not expanding
before 1849, not so rapidly perhaps as since, but still expand-
ing ; and how it is that causes of the same kind have produced
falling prices before 1849 and rising prices since ?

To gain some notion of the degree of probability of con-
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clusions on this subject, it bas occurred to me to apply the
ordinary methods of the theory of probabilities to the results
stated in my pamphlet on the value of gold. The list of com-
modities there given (inclading cotton) contained fhirty-six
different articles, of whick twenty-nine were found to have
risen in price in 1862, as compared with the average of the
years 1845-50, while ouly seven had fallen in price. All the
alterations of price (excluding the extreme rise in the case of
cotton) lay between a fall of 26 per cent. and a rise of 67 per
cent., but most of the alterations were of about 10 or 20 per
cent. Regarding each of these thirty-six commodities as a
separate and independent messure of the alieration in the
value of gold, I first took the average rise of prices, namely,
16 per cent., as the most probable estimate which these
thirty-six measures give, and then proceeded to calculate by
the ordinary method of least squares the probable error of
this result. This probable error proved o be just 234 per
cont.—that ia to say, i is as likely as not that the true aliera-
tion of gold lies within 214 per cent. of 16 per cent., or between
134 and 18)% per cent. From this result we can readily
calculate the probability that gold is depreciated in some
degree, or that the true resalt if it be not 16 per cent. rise
is above o per cent. rise. This probability proves io bs so
near to certainty that the tables required in the calculation
do not go sufficiently far to enable me to give it exactly. It
may be safely said that the odds are 10,000 to I in favour
of & real depreciation of gold. The meaning of this is,
that the chances are 10,000 to I against a series of dis-
connected and casual circomstances having caused the rise
of price—one in the case of ope commodity, another in
the case of another—inestead of some general cause acting
over them all. It is true that as the commodities do not all
vary independently, different kinds of corn, for iustance,
generally varying together, the improbrbility is not so great
as stated ; but if we rednce it ten times, to 1000 to 1, it is
great enough for my purposes.
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Taking into account the separate probability that suck a
result wonld follow from the gold discoveries, I believe it is
wholly beyond doubt that the expected result has been mani-

' fested, but not in the mode predicted. Many eminent men,
especially Chevalier, looked upon the depreciation of gold as a
sudden and revolutionary event which would happen in the
coarse of time, and yet I believe that when Chevalier was
writing the most sudder and sericus part of the effect had
already been produced. Prices have never since stood so
high as they did in 1854 and 1857, and thoagh retarning
enterprise and expansion of credit will doubtless occasion
another rise in the next few years, there seems to be no reason
to suppose that we shall get beyoud the point attained in 1857.
I should therefore not venture to call in question the remark
of your amnual reviewer, that the tendency is now in an
opposite direction—in that of appreciation rather than depre-
ciation. It is quite possible that the canses which occasioned
& great fall of prices before 1849 are now again beginning to
make themselves felt. All I contend for is the existence of
some disturbance which in the last twenty years has prevented
the previons fall of prices from continning. The tables of
your “ Annual Review ** unmistakably prove the existence of a
rise ; to what must we attribute it? To the growth of popu-
lation and trade ? I think that the growth of population and
trade tend to lower prices by increasing the use of gold, and
to this canse we may ressonably attribute the fall of prices
before 1849, But to attribute to the same canse, as some do,
the diametrically opposite change which has ocourred since
1849, is illogical in the extreme. The normal course of priced
in the present progressive state of things is, I think, down-
wards; bub for Ewenty years ab least this normal course has
been checked or even reversed, and why should we hesitate
to attribute this sbnormal effect to the contemporary and
extraordinary discoveries of gold?

It would not be difficnlt to show that not only have
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prices risen during the period in question, but that the rela-
tions of society have readjusted themselves in accordance,
While statisticians have been disputing, society has practi-
cally accepted the fact of a rise. The pay of the army is
increased, the whole of the Civil Service and the staff of the
Bank of England receive larger salaries, and conld the infor.
mation be obtained, I believe the same change might be
shown to have occurred in most private establishwents,
Trades unionists point to the services rendered by their
societies in gaining & rise of wages. Finaucisl reformers, on
the other hand, poini to the great incresse in the public
expenditare of the kingdom as a proof of extravagance., To
all these effects the alteration in the value of gold has, I
believe, coutributed something ; it would not be too much to
Bay, that the increased cost of materials and wages has added
three or even five millions to the public expenditure, and
wages not unoaturally rose when gold was perceptibly
depreciated.
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V.

ON THE FREQUEN'J.‘- AUTUMNAL PRESSURE
IN THE MONEY MARKET, AND THE AC-
TION OF THE BANK OF ENGLAND.*

Preliminary Remarks.

Ar the beginning of last October (1865), the commercial
world of England was disturbed by a remarksble with-
drawal of coin from the Bank of England, causiug a great
decrease of the loanable capital, and necessitating s corre-
sponding rise in the terms of discount. The commercial
editor of The Times, writing on Saturday evening, 7th October,
said :

“The Bank of England this morning made a farther
advance of 1 per cent. in their rate of discount, the charge
being now 7 per cent. The rise during the week has, there-
fore, been 2} per cent, a movement unprecedented in so
short & space. ., .. At no former period, except during
panics or runs from political or commercial disasters, has
it ever been found requisite to advance the rate of discount
in the face of a prolonged favourable condition of the
foreign exchanges. For four months there has almost
uninterruptediy been a favourable balance, week by week,
in the operations of the buallion market, as regards exports
aud imports, and during that time the home commuuity
have absorbed, mot only the surplus thus left, but about
£3,000,000 from the Bank, in addition to an extrs one or

* Read before the Biatistical Bociety of Londow, on April 17th, 1866, and
printed in the Joornal of the Bociety for Jume, 1866, vol. xxiz. pp. 236-53.
Reprinted by the Mancheator Statistical Sogiety, 1876. Transactions, Session
1876-76, Appendix, pp. 17-41. i
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two millions in notes. As the amount of carrency nsed for .
internal purposes rarely experiences any great or permanent
floctuation, the Baunk directors were entitled to assume, week
by week, as the absorption became more remarkable; that
a turn most be rapidly witnessed, and that the market
would then be oversupplied with the amounts that had
been so strangely removed from it. But there was a point
below which, whatever might be their confidence as to the
supply of money actually available in the country, they
could not allow their ressrve of mnotes to fall, and that
point having been reached ten days ago, the present measures
commenced. And here, again, nothing but abnormal results -
were witnessed. With a rise of half per cent., the demand
still increased, aud an additional movement of 1 per cent,
seemed to have no restrictive effect.” :

The commercial press were in considerable perplexity as
to the cause of this demand for money., The Times of the
morning of 7th October had sallowed -that “ the question
is atill unsolved as to the causes that can have led to that
excessive absorption of gold and notes by the public to
which, in the absence of any unfavourable condition of the
foreign exchanges, the existing pressure is solely due. In
addition to the influences of active employment and high
wages, it is suggested that there has been a partial drain
for Ireland, but the last published returns showed that the
coin held by the banks in that country was only £168,000
in excess of the total at this time last year.”

In “Travers’ Circular”’ it was remarked that ‘“a further
half-million sterling has been taken from the Bank by the
public during the past week, yet no additionsl suggestions
have been offered to acconut for this singular drain. Not
only must the amouuts withdrawn in August and Sep-
tember, in connection with election and harvest payments,
have been returned long ago to their natural channels, but
the sums withdrawn for autumn pleasure traffic must now

M
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also be finding their way back to the banks, The absorption,
therefore, becomes every day more inexplicable.”

By other papers or their correspondents the absorption
of money was attributed variously to the large American
purchases on credit, to extensive speculations in cotton at
Liverpool, to the sinking of capital in joint-stock enterprise,
or to the Fenian conspiracy.

The remarks of The Economist, although written during
the progress of the pressurs, appear to be snbstantially
correct. In the issue of October 14th, the editor eaid:
“The present rise in the value of money is owing to the
simultaneous occurrence of three canses. There is & sort
of tide in the cash transactions of the country which perio-
dically empties and periodically fills the Bank till. At the
close of every guarter there is a strong ouigoing current.
The non-banking classes them get their money. Salaries
are paid, wages are paid, small dividends are paid; each
of these transactions is very minute, but their aggregate
mass i8 very large. . . . Little people are paid in actual
cash ; they take so much from the Bank till, . . . Spesk-
ing generally, the middle of each quarter isa marked by an
incoming cmrent towards the Bank, and the close of every
quarter by an outgoing current from the Bank.”

The periodical quarterly. ontflow of money from the Bank
was, then, acoording to The FEconomist, the chief cause of
the pressure, aggravated in this particular case, as it goes
on to explain, by two minor canses, the Irish demand for
coin, and the creation of bills by large cotton speculators.
A few weeks later The Fconomist pointed ont an unusasl
increass of the export and import trade of the country,
rovealed by the Board of Trade returns, as the chief
aggravating cande.

It was, however, a correspondent whose letter, signed
“G. F.,”” waa inserted in The Economist of October 21st, who
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most correctly, as I think, attributed the pressure fo an
annual tide in the movement of money.:

“Why,” he says, ‘“was the pressure in Oclober, 1847,
in Qctober, 1857, in QOctober last year, in Ociober this year,
and more or less in October every year? It is because
there i8 an annual tide in the cash transactions of this
country, and I believe of all countries. The currency gene-
rally, including benk-notes of all our banks, gold coin and
gilver coin, expande from July to the end of October or
beginning of November; it Contracts from the middle of
November to the end of March, and is, on the whole,
stationary in April, May, and Jume, . . . Such is the
snnual tide, masked to some extent by the action of the
quarterly tides. . . . I believe that observations in the
direction I have indicated would be found to confirm the
law of annua! tides arising from agricultural as distin-
guished from manufacturing canses; and to prove that
they are a periodical source of disturbance in the money
markets of the world, of greater force and importance than
has hitherto been acknowledged.”

In these able remarks I thoromghly concur, and I think
it therefore a work of interest to direct the attention of the
Bociety to such analysizs of the periodical fluctuationa as
“@. F.” suggests. It is the more needful because “ G, F.”
is not aware of the great peculiarity of the Oclober drain;
and even The Economist is so far from being quite accurately
informed concerning these fluctmations that it considers the
most serious demand for coin to occur in December. *

What I have to point out is, that in the beginning of
October there are several causes concurring towards a drain
of currency which renders this by far the most critical period
of the whole year. In September, 1862, I pointed ont this
tendency to an antamnal disturbance in the money market.

* The Economist, Decomber 2nd, 1885, vol. xxiii. p. 1458,
Ml
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In a paper read before the British Association, in 1862, I
said : ¥

* Some, perhaps, would atiribute the sudden changesin the
rate of discount, bankruptcies, and consols, to the cccurrence
of panics daring the months of October and November. It
wonld be more correct to say that there is a periodic
tendeucy to commercial distress and difficulty during these
months, of which all concerned should be aware. It iz when
great irregular flactuafions aggravate this distress, as in the
years 1836, 1839, 1847, 1857, that disastrous breaches in
commercial credit occur.”

In two of the three succeeding years, namely, 1863 and
1865, thia antnmnal pressure has been strikingly manifested,
and these occurrences, considered in connection with the fact
that since 1825 all the severest pressures have either com-
menced or culminated in the last quarter of the year, are
sufficient primd facie evidence of a dangerous tendency in these
months worthy of the deliberate attention of commercial men.

I havelately fonund, however, that 5o long ago as December,
1857, this autumnal pressure was distinetly described by Mr.
William Langton to the Manchester Statistical Society. After
noticing the fluctuation caused by the payment of the dividends
he makes the following very able and true remarks:+ *This
short and superficial wave is accompanied by another, not so
easily detected (because sometimes absorbed in a larger move-
ment), and more difficult to account for. It has an annual
increment and collapse, and is dounbtlees connected with the

* Bee above, p. 8.

t * Obgervations on & {able showing the balance of account botwsen the
merosutile poblic and the Bauk of Eogland.,” Reed December 30th, 1857.
Tronsactions, Ssssjon 1867-68, p. 8. This admirable paper was lately roprinted
by the Manchester Statistical Bociety, Transaotions, Session 1875-76, Appendix,
pp- 1-16. In the Transactions of the Society will alsc be found several other
papers by the eame most acate aud sound of bankers and finaneiers, All who
had the advantage of being acquainted with Mr, Lapgton will understand how
difficult it is to pass over his pame without paying e slight tribute of esteem
snd admiration.
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action of the seasons npon trade. In the midst of other dis-
torbances, this wave may be traced in the magnitade of the
operations of the third and fourth qnarters, and the almost
invariable lull in the second quarter of each year, the third
quarter being generally marked by rapid increase in the
demand for accommodation at the Bank, The culminating
point in the movement, originating in the third quarter of the
year, appears to be a moment favourable to the bursting of
those periodical etorms in which the commercial difficulties in
the coantry find their crisis,”

Now, I have no hesitation in saying that the autummal
pressare of 1865 was little more than an unusually distinct
exhibition of this curious tendency to a drain of currency and
capital in the autumn, and especially in the month of October.
I wish, therefore, to divide the remainder of my remarks
smong four points :

(1) To analyse somewhat closely the nature of this tendency,
aa shown in average tables of the circulation of bank-notes
and of the Bank of England accounts.

(2) To offer some suggestions as to ita cause.

(3) To examine how far, and from what unusual canses,
the pressure of 1865 exceeded the average autumual pressure.

(4) To consider whether the action of the Bank daring
disturbances of this kind is faulty, and whether any legislative
change could alleviate the evil. '

(1),—On the Average Fiuctuations of the Currency and of the
Bank of Bngland Accounts within the Year.

The nature and extent of the antumnal pressare is clearly
seen in tables of the average fluctnations of the Bank accounts
from weok fo week, which I prepared for reading at the
meeting of the British Association in 1862, and which are
printed and explained in the Appendix. (See Table 1)*

* See also above, pp, 5-8,
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The fact which first strikes us in examining these tables is_
the great quarterly variation in all the principal elements of
the Bank sccounts, caused chiefly by the payment of the
dividends.* Coincident with this payment, we observe a sudden
increase in the note circulation and in the private deposits, a
considerable decrease of private securities or commercial bills,
a slight decrease of the bullion, accompauied by a larger
but otherwise similar variation of the loanable capital.

The amounts of these variations are approximately as
follows :

Mile.
Government deposits, decrease . . £4,26
Private securities, 1 . . 1,91
Ballion and coin, » . . ;62
Loanable capital, » . . 1,01
Notes in circalation, increase . . 1,40
Private deposits, ”» . . 55

It is easy to detect in the tables evidence of a monthly
variation due partly to the occurrence of the settling-day at
the commencement of the month.

The annual tide in the acconnts, however, is far more inter-
esting than these artificial quarterly and monthly variations.
It is ascertained in a manner very imperfect, no doubt, bat
gufficient for our purposes, by firat determining the average
variations within the quarter, and then subtracting these
variations from the general variations in Table I.

" Thus Table IV. gives the variation within the year of the
five principal elements of the Bank accounts, after elimination

* The distarbances created in the money market by the dividend pay-
ments, and the arvangements ou the part of the Hank of England rendered
requisite by them, were deacribed by David Ricardo in hia pamphlet, entitled,
“ Proposals for an Economical and Seeunrs Correnoy,” 1816, pp. 37-41. Hae
snggested s method of payment by the issne of pont-dated dividend warrants,
which, he thonght, would mitigate tho lockmg up of money before the
dividend.day.
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of the quarterly disturbance. Wo observe that the note circu-
lation is at a minimom in January and February; that it rises
gradnally to 8 maximum in the third quarter, and then rapidly
decreases during November snd December. The private
securitics and private deposits exhibit great and opposite
changes during the third and fourth guarters; the securities
rise to & remarkable maximum, and the deposits fall to a very
low minimuam in the first week of October.

The ballion and loanable capital undergo a curious double
oscillation during the year, both rising to a maximum in the
firat quarter, and again at the beginning of the third quarter.
I am at a logs to explain this donble oscillation, but it does not
directly bear upon our present smbject. The important fact
for us is, that both the bullion and capital undergo a con-
tinnous decrease from the beginning of the third quarter, until
about the middle of the fourth.

Wo may sum up these variations so far as they touch our
present purpose, by saying that the Bank experiences during
the latter part of the year, especislly in the beginning of
October, an unusaal demand for money. Both by the with-
drawal of deposits, and the presentation of bills for discount,
the public try to get what they can from the Bank.

These accounts do not, however, reveal the most singular
fact concerning the antumnal pressure. The movements of
metallic money undergo curions fluctuations throughout the
year, and reach a most remarkable crisis in the month of
October,

The volumes of the “ Miscellaneous Statistics of the Board
of Trade * contain certain tables of the receipta and payments
of coin by the Bank of Epgland, which I have not seen
noticed. From these tables I deduce the following interesting
statements :



168 PRESSURE IN THE MONEY MARKET. [v.

Average Amount (1855-62) of Gold Ooin sent o the Branches
of the Bank of England during each month of the Year.

January . . . £293,000 | July . . . £ 174,000
February. . . 50,000 | Angunst . . . 219,000
March . . . 82,000 | September . . 204,000
April . . . 119,000 | October , . . 463,000
May . . . 166000 | November . . 263,000
June . . 140,000 | December . . 214,000

It is seen that far more gold is sent out during October
than during any other month, and more than twice as much
a3 during either of the preceding harvest months.

Average Excess (1855-62) of Payments or Receipta of British
Coin at the Bank of England.

Exocess of Exoess of

Payments. Beceipts,
January (dividend) . . . 163,000
February (excess of receipts) 307,000
March . . . . . 111,000 ven
April (dividend) . . . . 808,000
May . . . . . . 363,000
June (excess of receipts) 74,000

July (dividend) . . . . 763,000
Avgust . ., . . 529,000
September. . e 704,000

October (dividend) . . . 1,500,000
November . . . . . 258,000
December . . . . . 123,000

We find, as we should expect, that the paymeuts of coin
are far larger in the first month of each quarter than in either
of the succeeding months—on an average about four times as
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large. Bt wo cannot fail to be struck with the fact, that the
excess of payments of coin over receipts is nearly ftwice as
great in October as in any other month.

The result is very remarkable, too, when we take the
aggregate excess of payments over receipts in each quarter,
or vies versd, as follows:

First quarter, Jannary—March .  £33,000 Receipts
Second ,,  April—June . . 1,097,000 Payments
Third ,  July—September . 1,996,000 "
Fourth ,,  October—December . 1,890,000 "

I may add, that these fluctuations do not appear to be due
to any very great or all-extensive influence of the seasons upon
trade. For, on carefully examining Mr. Newmarch’s well.
known statistics of bills created in the years 1830-53,* I find
no great difference between the four quarters of the year.
The average aggregate amounts of bills of all sizes drawn are
as follows :

Firstquarter . . . . £64,050,000
Second ,, . . . . 61,550,000
Third » . - . . 65,690,000
Fourth . . . . 61,960,000

The variation is greatest in the large bills, but the extremo
variation of the aggregate is only to the extent of about
6 per cent. It is curions that wo meet here again the double
oscillation shown in the bullion and in the reserve of loanable
capital.

{2)—0n the Causes of the dutumnal Pressure,

It being now sufficiently obvious how extensive is the
antomnal distarbance of the money market, and especially
how singalar is the periodical crisis in October, I come to the

* « History of Prices,” vol, vi. Appendix XI. pp. 584-92.
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question ;: What are the causes of the disturbance ¢ These canses
must be sought in the influence of the seasons mpon trade and
industry, but the difficnlt point is: Why does the drain fall so
peculiarly in the first fow weeks of October?

It is not hard to see that thero must be an excess of coin
in circulation in the latter half of the year. In the prosecu-
tion of agriculture, in the building and outdoor trades geue-
rally, and in pleasure-secking and travelling, there is an excess
of wages and payments dispersed in the summer, and especially
in the three months July, August, and September. Large
numbers of labourers and othera must then receive wages in
coin upon which they will have to maintain themselves partly
or wholly until the next spring. As such persons belong to
a social class which does not make any considerable use of
banks {even of savings’ banks), they must actually held »
certain amounnt of coin by them in s temporary hoard.

This view of the subject is supported by the fact that the
variation is more important in the metallic circulation than in
that of notes, of which few would in England be held by the
working clagaes.

But then, why do we not find the drain most excessive
during the months June, July, August, and September, when
the industry is most active? Why does the drain fall with
most intensity into the month of October? I caunot give an
explanation with any confidence, and wounld rather expect it
from members of the Society who are better acquainted with
the details of banking business. Buai it seems to me likely
that the drain falls in the first place upon private firms and
country banks, whose reserves in consequence run down.
Advantage is then taken of the payments of the dividends
in October to replenish the banking reserves of notes and
coin. It is evident, in fact, from Table I., that in October
the dividends are withdrawn rather than placed in deposit, as
is usual at the other dividend payments,

Thus it would seem evident that thers is a tendency during ‘
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every autamn to use the Bank of England as a bank of
snpport, and of last resort. While the newspapers are argnind—
in October that the harvest is done, and pleasure traffic over,
and that therefore the coin should be flowing back, the coin
is really dispersed among the non-banking classes of the *
coantry, and the drain having previously fallen on the smaller
banks is only just reaching the Bank of England. ¢ What is ’
seen and what is not geen ” should slways be discriminated in
these matters. We do not see the movements of coin until
the drain falls upon the Bank in the first weeks of October
with nonexpected -and alarming severity.

It is interesting to compare the variation of the Bank of
England circulation with that of the country and joint-stock
banks, or with that of the Scotch and Irish note currencies.

I have calenlated the average variation from week to week of
the English country note circalation for the series of years
1845-62, and have shown it in Table VI,

It will be gzeen that there is an incresse of circulation at
the commencement of each quarter, but that in April and
October the increase is mach greater and more lasting than in
the other quarters, The currency falls to its lowest in Augnst
and the beginning of September, then rises rapidly to the
highest point of the year in the end of October, whence it
falls continuonsly until the end of the year. These variations do
not agree well with Gilbart's ¢ Laws of the Cuarrency,” dedaced
from an observation of monthly returns for ten years.*

His description, however, of the changes in the Scotch
carrency is very accarate.+ “In Scotland the lowest point of
the circulation ig in March, and the highest in November. The
advance, however, between these two points is not uniform ;
for the highest of the intervening months is May, after which
there is a slight reaction; bubt it increases again until
November and falls off in December. The reason of the

* « Statistical Journal,” vol. xvii, p. 205 (December, 1854). Seo above p. 4
+ Ibid, pp. 287, 298 (December, 1864).



168

PRESSURE IN THE MONEY MARKET.

[v.

Average Amount (1855-62) of Gold Coin sent to the Branches
of the Bank of England during each month of the Year.

January . . £293,000
February. 50,000
March 82,000
April 119,000
May 166,000
June 140,000

July . £ 174,000
August 219,000
September 209,000
October . 463,000
November 263,000
December 214,000

It is seen that far more gold is sent out during October
than during any other month, and more than twice as much
as during either of the preceding harvest months,

Average Fxcess (1855-62) of Payments or Receipts of Brilish
Coin at the Bank of England.

January (dividend) .
February (exceas of receipts)
March . . . .
April (dividend) . .

May . . . . .
June (excess of receipts) .

July (dividend) . . .
Angust . . .
September. . . .

October (dividend)
November . .
December .

Esocsa of
Recsipta.

Excesa of
Payments.

. 163,000
307,000
. 111,000 ..

808,000

363,000

. 74,000
763,000
520,000
704,000
1,500,000
258,000
123,000

Wo find, ss we should expect, that the payments of coin
are far larger in the first month of each quarter than in either
of the succeeding months—on an average about four times as
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large. But we cannot fail to be struck with the fact, that the
excess of payments of coin over receipts is nearly twice as
great in October a8 in any other month.

The resnlt is very remarkable, too, when we take the
agpregate excess of payments over receipts in each guarter,
or vica versd, as follows:

First quarter, January—March . £33,000 Receipts
Second ,, April—June . . 1,097,000 Payments
Third ,  July—September . 1,096,000 "
Fourth ,, October—December . 1,850,000 "

I may add, that these fluctnations do not sppear to be dus
to any very grest or all-extensive influence of the seasons upon
trade. For, on carefully examining Mr, Newmarch’s well-
known statistica of bills ¢created in the years 1830-53,* I find
no great difference between the four quarters of the yesr.

The average aggregate amounts of bills of all sizes drawn are
as follows ¢

First quarter . . . . £064,050,000
Second ,, . . . . 61,550,000
Third |, . . . . 65,600,000
Fourth ,, . . . . 61,960,000

The variation is greatest in the large bills, but the extreme
variation of the aggregate is only to tbe extent of abont
6 per cent. It is carious that we meet here again the double
oscillation shown in the bullion and in the reserve of loanable
capital,

(2).,=~On the Causes of the Autumnal Pressure.

It being now sofficiently obvicus how extensive is the
autumnal disturbance of tho money market, and especially
how singnlar is the periodical crisis in Qctober, I come to the

* « Higtory of Prices,” vol. vi. Appendix XI. pp. §84-92.
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question : What ave the causes of the disturbance ¢ These canses
must be songht in the influence of the seasons upon trade and
industry, but the diffieult point is : Why does the drain fall so
peculiarly in the first few weeks of October ?

It is not hard to see that there must be an excess of coin
in circulation iu the latter half of the year. In the prosecu-
tion of agriculture, in the building and outdoor trades gene-
rally, and in pleasare-seeking and travelling, there is an excess
of wages and payments dispersed in the summer, and especially
in the three months July, August, and September. Large
nnmbers of labourers and others must then receive wages in
coin upon which they will have to maintain themselves partly
or wholly until the next spring. As such persons belong to
o social class which does not msake any considerable use of
banks (even of eavings’ banks), they must actually hold a
certain amount of coin by them in a temporary hoard.

This view of the subject is supported by the fact that the
variation is more important in the metallic circulation than in
that of notes, of which few would in England be held by the
working classes,

But then, why do we not find the drain most excessive
during the months Juns, July, Augnst, and September, wheun
the industry is most active? Why does the drain fall with
most intensity into the month of October? I caunot give an
explanatiou with any confidence, and would rather expect it
from members of the Society who are better acquainted with
the details of banking business. But it seems to me likely
that the drain falls in the first place upon private firms and
country banks, whose reserves in consequence run down,
Advantage is then taken of the payments of the dividends
in October to replenish the banking reserves of notes and
coin. It is evident, in fact, from Table I., that in OQctober
the dividends are withdrawn rather than placed in deposit, as
is usnal at the other dividend payments,

Thus it would seem evident that there is & tondency during
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every autumun to use the Bank of England as a bank of

support, and of last resort. While the newspapers are arguin®—~

in October that the harvest is done, and pleasure traffic over,
and that therefore the coin shonld be flowing back, the coin

is really dispersed among the non-banking classes of the °

conutry, aud the drain having previously fallen on the smaller
banks ia only just reaching the Bank of England. “ What is
seen and what is not seen >’ should always be discriminated in
these matters. We do nobt see the movements of coin until
the drain falls npon the Bank in the first weeks of October
with unexpected and alarming severity.

It is interesting to compare the variation of the Bank of
Eugland circulation with that of the country and joint-stock
banks, or with that of the Scotch and Irish note carrencies.
1 have calculated the average variation from week to week of
the English country note circulation for the series of years
1845-62, and have shown it in Table V1.

It will be seen that there is an increase of circulation at
the commencement of each quarter, but that in April and
October the increase is much greater and more lasting than in
the other quarters. The currency falls to its lowest in August
and the beginning of September, then rises rapidly to the
highest point of the year in the end of October, whenee it
falls continnously until the end of the year. These variations do
not agree well with Gilbart’s ¢ Laws of the Currency,” deduced
from an observation of monthly returns for ten years.*

His description, however, of the changes in the Scotch
currency is very accarate.t ‘‘In Scotland the lowest point of
the circalation is in March, and the highest in November., The
advance, however, between these two pointa is not uniform;
for the highest of the intervening months is May, after which
there is & slight reaction; but it increases again until
November and falls off in Decomber. The reason of the

* « Biatintical Journal,” vol. xvii. p. 206 (December, 1864). See above p. 4
% Ibid. pp. 207, 208 (Decomber, 1864).

]

o
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great increase in May and November is that these are the
seasons of making payments. The interest due on mortgages
is then settled, annuities are then paid, the country people
usually take the interest on their deposit receipts, and the
servants receive their wages. There are frequently large sums
transferred by way of mortgage.”

The variation of the Irish note circulation does not agree
exactly with Gilbart’s remarks. The notes of £5 and upwards
vary like the English country issues. The smaller note circu-
lation falls to a low point in July and August, and then rises
rapidly until November, owing to the purchase of harvest
produce. It remains high until March, when it begins to fall
gradually up to the month of July.

A complete explanation of all these variations, pointing
out how much is due to each particular cause, could only be
founded on a wide basis of statistics, which do not exist.
Much might, indeed, be done by minute inquiry into the
customary payments at different times of the year, and in
different parts of the country; but such an inquiry I am not
at present able to undertake. I must content myself with
pointing out the precise character and amount of the fluctua-
tions, in order that we may rightly appreciate the amount of
disturbance they will usunally occasion in the money market.

To sum up, then, the October drain is due, like many other
economic disturbances, to a concurrence of causes. The dis-
persion of money in wages during the summer, and the
absorption of money and capital in buying up the produce
of the harvest, occasion a general autumnal drain upon the
resources of the banks, causing the private deposits, the
bullion, and the reserve of notes to fall. Then the general
quarterly payments of rents, bills, and especially the dividends
at the beginning of October, cause a sudden extra run upon
the resources of the Bank, quite sufficient in certain states of
the money market to engender & panic, unless, indeed, its
normal and temporary nature be well understood.
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(8).—S8pecial Examination of the Pressure of 1865

1 now proceed to compare the drain of bullion in the
antumn of 1865 with that normal drain shown iu the average
tables of the Bauk accounts. The following statement gives
the cowparison in detail ;

[0,000's omitied.]
llion fn Resorve
Notea in Chroulatlon. |  [oes Dagartaent. e of Loenabla
Dute, N N
Averag orage arage
o | 1068, ot 1645. i 1088,
1845-51. 184551 1845-61.

June T ... .| 19,88 21,18 14,35 14,89 8,65 838
w 14| 19,63 20,78 14, 15,09 g,12 9,01
» 21 ... rg,gz 20,71 14, 15,35 0,45 9,29
. 28 ... 19,51 21,12 14,99 15,43 9,35 8,95

July § .....] 20,20 22,22 14,85 15,12 8,82 7.65
n 12 ....] 20,82 22,89 14,07 14,68 8,02 6,82
n 19 ... 20,00 22,24, 14,55 14,15 .72 8,56
n 28 ....] 2080 22,07 14,49 13,60 7:35 6,18

Aug. 2 ....| 2081 | 2264 | 14,37 | 1360 773 5,61
2w B .| zos57 | 22,08 14,33 | 13,86 7:93 6,97
Y 18| 2046 | 21,97 || 1438 | 13,24 8,09 5,92
w 23 .| 20024 | 20,78 14,35 | 13,27 8,29 6,14
w 0 ... 20,19 21,60 14,35 13,57 8,14 6,62

Rept. 6 ......| 20,10 21,70 14,29 13,42 8,36 6,37
w 18 | 19,77 | 2189 14,33 | 13,30 8,73 8,68
o 20 .| 1900 | 2182 14,36 | 13,34 8,83 6,67
w 27 .| 19,86 21,60 14,33 13,13 8,64 6,28

Qot, 4 ..... 20,41 22,773 14,14 12,44 7,90 4,36
w o 20:17 22,32 1391 11,98 7,61 420
n 18 ... 21,06 22,31 13,60 12,00 6,81 4,34
yw 25 ... 20,00 | 21,83 13,60 1241 6,38 5,24

Nov. 1 ......| zo0,97 21,86 13,37 12,61 6,78 5,31
s B o 20,64 21,47 13,55 12,87 7,08 5,78
w 16 .....| 20,32 21,15 13.5 12,86 741 8,36
s 22 .| 20,04 20,58 13, 13,67 7,81 774
» 29 ... 10,89 20,72 13,82 13,84 8,11 il

The fairest mode of bringing the matter into a narrow
compass will be to take the extreme highest and lowest
pointa.



174 PRESSURE IN THE MONEY MARKET. [v.

Aversgs of Toare, Miltions. The Tear 1065, Millions.
Noles in Circulation— £ £
September 20.., 18,70 Saptember 20 .., 21,32
October 18 ... 21,06 Ootober 4 22,78
Difference ... 1,86 Difference ... 1,41
Bullion— ‘
Joue 28 149¢ || June 28 ... . 15,42
November 8 ... 13,566 | October 11 11,96
Difference ... 14 Difference ... e 3;:‘_?
Resorve of Nofes—
June 21 245 June 21 ... e 929
November 1 ... 6,78 | October 21 4,29
Difference ... 2,67 Difference ... 6.00

If we restrict onr view more particularly to the October
drain, by comparing the eoxztreme pointa of September and
October, the change of the circnlation remains as already
shown, and the drain of gold and capital is as under:

Avege ol s Millions, The Year 1866. Miliions.
Bullion— £ £
September 20,.. 14,86 || Boptember 6 ... 18,42
Ooctober 26 .., 13,60 || Ootober 11 11,86
Differonce ... 76 | Difference ... 1,46
———— — -
Rexerve of Notes—
Beptember20-... .., 8,83 | Septembar20 .. ... 6,67
Getober 11 ... ., 7,81 |l Ootober 11 4,29
Difference ... 1,22 Difference ... 2,58

However we view it, the drain of 1865 is seen to be con-
siderably beyond, and in fact abont double of what js shown as
the normal change in my average tables.

Thie excess may arise either from (1) exceptional eircnm-
stances affecting the trade of 1865, or from (2) the general and
gradual development of oar indnstry.
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I shall not dwell mach upon the special disturbing circum-
stances of 1865. Many of them were montioned in the
beginning of the paper. The considerable degree of pressure
in the money market, which has existed during the winter,
shows, however, that excessive investments in joini-stock
and other enterprises have diminished the ready capital of
the country, in spite of the late nnunsual abundance and
cheapness of corn. It is well known, too, that during the
last year, and one or two previous years, buildings of all
sorts have been erected in great numbers in most of our towns.
Large sums of money must have been dispersed in wages
during the progress of these works, and especially during the
sammer,

Secondly, the ordinary export trade of the country ex-
panded very rapidly during the year, as mnoticed by The
Eeonomist. Nobt oaly do these exports represent sc much
money dispersed in wages over the country, but being sold
to & great extent on credit, they canse a temporary abstrac-
tion of the floating capital of the conntry.

What I have chiefly to remark, however, is that, with
the rapid growth of our system of trade and industry, our
money market is necessarily becoming more and more delicate.
We must look this fact boldly in the face. We must not
needlessly complain of what is to a great extent an inevitable
result of onr progress, nor on the other hand must we omis
any efforts to apply & remedy so far a3 this is possible.

The following figures will aid in showing what T mean :

Bullion in the Notea Total Comvputed Real
Year, Hauk, in Exporia of Value of Total
Beptamber, Circulation. =AT, Importa of Year.
Milllnns, Millions. Milliona, Milliona,
£ £ £ £
1844 ...... 14,85 20,17 69,00 —_
1854 ...... 12,63 19,62 118,00 152,00
1864 ...... | 12,22 21,36 213,00 275,00
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great increase in May and November is that these are the
seasons of making payments. The interest due on mortgages
is then settled, annuities are then paid, the country people
usually take the interest on their deposit receipts, and the
servants receive their wages. There are frequently large sums
transferred by way of mortgage.”

The variation of the Irish note circulation does not agree
exactly with Gilbart’s remarks. The notes of £5 and upwards
vary like the English country issues. The smaller note circu-
lation falls to a low point in July and August, and then rises
rapidly until November, owing to the purchase of harvest
produce. It remains high until March, when it begins to fall
gradually up to the month of July.

A complete explanation of all these variations, pointing
out how much is due to each particular cause, could only be
founded on a wide basis of statistics, which do not exist.
Much might, indeed, be done by minute inquiry into the
customary payments at different times of the year, and in
different parts of the country; but such an inquiry I am not
at present able to undertake. I must content myself with
pointing out the precise character and amount of the fluctna-
tions, in order that we may rightly appreciate the amount of
disturbance they will usually occasion in the money market.

To sum up, then, the October drain is due, like many other
economic disturbances, to a concurrence of causes. The dis-
persion of money in wages during the summer, and the
absorption of money and capital in buying up the produce
of the harvest, occasion a general autumnal drain upon the
resources of the banks, cansing the private deposits, the
bullion, and the reserve of notes to fall. Then the general
quarterly payments of rents, bills, and especially the dividends
at the beginning of October, canse a sudden extra run upon
the resources of the Bank, quite sufficient in certain states of
the money market to engender a panic, unless, indeed, its
normal and temporary nature be well understood.
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(8).—~Special Examination of the Pressurs of 1865.

I now proceed to compare the drain of bullion in the
sutamn of 1865 with that normal drain shown in the average
tables of the Bank accounts. The following statement gives
the comparison in detail :

[0,000°s omitted.]
Bullion in Reserve of Loanabl
Notes in Olroulakion. || yeane Dapartment Capital {Notes}. e
Date. '
Avorag Average Average
of ® 1868, of 1855, of 1845,
1545-61. 1845-81. 188561,

21,14 14,3 14,59 8,65 438
20,73 14.§° 16,09 9,12 9,01
20,71 14, 15,35 9,45 9,29
21,12 14,99 15,42 9,35 8,95

25383 14,85 15,13 8,82 7.65
22,39 14,67 14,66 8,02 6,82
22,24 14,55 14,15 FYE] 6,56
22,07 14,49 13,60 7.3% 6,18

22,64 14,37 15,80 713 5’61
22,03 14,33 | 1336 7193 5,97
21,97 14,38 13,24 8,00 5,92

» 23 ... 20,24 21,78 14,35 13,27 8,29 6,14
r 30 20,19 21,60 14,35 13,67 8134 6,62
Bept. 6 ......| 20,10 21,70 14,29 18,42 8,16 6,37
w 13 Ll 39,77 | 21,89 14,33 | 1830 8,73 6,66
w20 ... lg,gg 21,32 14,36 18,34 8,83 6,67
n 27 ... 19, 21,60 14,33 13,13 8,64 6,28
Oct. 4 ... 20,41 22,73 14,14 12,44 7,90 4,56
» 1 o 20,17 22,32 13,91 11,96 7,61 4,29
o 18 . 21,06 22,31 13,69 12,00 6,81 4,34
by 26 .| 20490 21,83 13,60 12,41 6,88 5,24
Nov. 1 ....[| 2o 21,86 13,57 | 1261 6,78 5,81
| 20T ahwr || aass | 1287 || 708 | &7
p 18 ] 20,31 21,16 13,23 12,86 7,41 6,36
o 22 .1 20,04 20,68 13, 13,67 2,81 7,74
w 29 .| 19,89 20,72 13,82 13,84 8,11 v

The fairest mode of bringing the matter into a narrow
compass will be to take the extreme highest and lowest

pointa,
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Average ol Millions, The Tear 1865, Millions.
Notes ir Cireulation— £ £
Beptember 20... ... | 1870 | Beptember20 .. .. | 21,82
October 18 ... e | 21,06 | October 4 22,73
Difference ... 1,36 Difference ... 1,41
Bullion— '
Jone 28 we | 1499 || June28 .. ... .. | 1542
November 8 ... 13,56 || October 11 11,9
Diffarence .., 1,44 Difference ... _3,4_3
Reserve of Notes—
June 21 945 | Jone 21 ... 9,29
November 1 .., 8,78 |i Ootober 11 4,20
Difference ... 2,87 Differonce ... 5,00

If we restrict our view more particularly to the October
drain, by comparing the extreme points of September and
October, the change of the circulation remains as already
shown, and the drain of gold and capital is as under:

Average of oo Millions, The Year 1866. Millione.
Bullion— £ £
Beptember 20... . 14,36 || Septomber8 .. 18,42
Ootober 26 ... . 13,60 October 11 " " 11,96
Difterence ... 76 Difference ... 1,46
Reserve of Notes—
Septembor20... .. 8,83 ) Beptember 20 ... 6,67
Ootober 11 .., . 761 Qatober 11 429
Difference ... 122 Difference ... 2,38

However we view it, the drain of 1865 is seen to be con-
siderably beyoud, and in fact about double of what is shown as
the normal change in my average tables.

This excess may arise either from (1) exceptional circum.
stances affecting the trade of 1865, or from {2) the general and
gradual development of our industry.
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I shall not dwell much upon the special disturbing circum-
stances of 1865. Many of them were mentioned in the
beginuing of the paper. The considerable degree of pressure
in the money market, which has existed during the winter,
shows, however, that excessive investments in joint-stock
and other enterprises have diminished the ready capital of
the country, in spite of the late unnsual sbnndance and
cheapness of corn. It is well known, too, that during the
last year, and one or two previous years, buildings of all
sorts have been erected in great numbers in most of our towns.
Large sams of money must have been dispersed in wages
daring the progress of these works, and especially during the
summer.

Secondly, the ordinary export trade of the country ex-
panded very rapidly during the year, as noticed by The
Economist. Not only do these exports represent so much
money dispersed in wages over the country, but being sold
to a great extent on credit, they cause a temporary abstrac-
tion of the floating capital of the country.

What I have chiefly to remark, however, is that, with
the rapid growth of our system of trade and indastry, our
money market is necessarily becoming more and more delicate,
We must look this fact boldly in the face. We must nob
needlessly complain of what is to a great extent an inevitable
result of our progress, nor on the other hand must we omit
say efforts to apply a remedy so far as this is possible,

The following figures will aid in showing what I mean :

b P, e | e Zeporact | Febkoof Toat
ear. nk,

Beptember. Cironlation. m.o Impunreunot Yomr.

Milinas. Millions. MUlliona, Millions,
£ £ £

1844 ...... 14,35 20,17 69,00 —
1854 ...... 12,63 19,62 116,00 152,00
1864 ...... 'I 12,22 21,36 213,00 275,00
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Whether we consider these numbers, or whether wo look
to the increasing perfection of our system of credit, clearing,
and banking generally, which, as ghown by Sir John
Lubbock,* enables coin to be almost dispensed with in large
transactions, we see that we are carrying on & vaster and
vaster system of trade npon & nearly stationary reserve of
currency. Our trade goes upon & method resembling that
of barter,i except that the valnes exchanged or written oft
against each other are all determined and expressed in gold.
Now, it is the aggregate of coin and gold in circulation or
roserve—in short, the supply of gold as compared with the
work it has to do—which determines the range of prices, and
which must in the last resort be nsed to make payments either
in an internsl or foreign drain. -

Admirably bas M. de Laveleye said, in a passagoe of the
“« Revue des Deux Mondes,” quoted by The Economist in its
“ Commercial History and Review of 18647

«All countries which carry on gigantic transactions with
small reserves of gold aud silver, and which have a vast
movement of importations and exportations, must be exposed
to these economical perturbations. . . . The more a coantry
expels the precions metals from the chaunels of circulation,
and replaces them by instruments of credit, bank-notes,
cheques, warrants, deposits, clearing-houses, etc., and the
more at the same time it develops its relations with foreign
conutries, the more it will be exposed to the periodical return
of financial perturbations, because more easily an unfavourable
balance of trade and payments will disturb all the mechanism
f’f exchanges, and will require from the managers of credit
ingtitutions redoubled circumspection, prudence, and ability.”

gol?o‘;_‘:;hi; i3 just as true of internal as of foreign drains of
of w:a © larger our syatem of trade is, the larger the excess
ges dispersed at some periods of the year. When onr

* 4 .
+ Setatiatical Journal,” September, 1865, vol. xxviii. pp. 861-71.
onoy and the Mechaniam of Fxchange,” p. 288,
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reserve of coin is stationary, the greater will be the inconveni-
ence and alarm excited. Even without taking into acconnt
exceptional circumstances, the unbounded prosperity of the last
fow years seems sufficient to explain why the autumnal drain has
of late manifested itself with far more than the normal severity
of the years 1845-61. Weo must bear in mind that we are
moving onwerds, and rapid progress such as ours, however
desirable in itself, must beget some difficalties.

(4).—0n the Action of the Bank of England.

We come now to the last question, namely, whether the
action of the Bank of England as at present governed is bene-
ficial to trade during these frequently recurring pressures.

It is well known that many merchants and gentlemen of
influence iu Glasgow, Liverpool, and elsewhere, have a strong
desire to unsettle our monetary system again. They spsre no
Ppains in urging upon us that the Bank of England is the cause
of all ounr troubles. While some go so far as to propose an
inconvertible carrency, others advise a return to a system of
freo issne of notes, the convertibility of which shall be
dependent on the credit and discretion of the issuing banks,
according to the method which used to prevail in Scotland.
It is the latter scheme alone that I need consider here.

I will not deny that there is some apparent barshness in the
action of the Bank doring the temporary fluctuations which
I have attempted to describe. But after considerable reflec-
tion I have seatisfied myself that this harshness is not neces-
sarily inflicted under the conditions of the Bank Act; or,
more precisely, I should say that what barshness is a necessary
consequence of that Act is legitimate and ultimately beneficial
to trade.

In the first place, as regarda a foreign drain of bullion,
Lord Overstone and the supporters of the Bank Act seem to

N
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At o, Millions. Ths Year 1866. Milione.
Notes tn Circulation— £ £
Beptember 20... 19,70 || Beptember 20 ... 21,82
October 18 21,06 | Ootober 4 22,73
Differenca ... 1,56 Difference ... ™ 1,41
—— e —
Bullion—
Jone 28 W99 || June 28 ... 15,42
November 8 ... 13,56 || Oectober 11 . 11,86
Differenca ... 1,44 Differenca ... " 3,46
e — —
Reserve of Notes—
Jane 21 945 | June 21 ... - 5,29
November 1 ... 6,78 | Ootober 12 . 4,29
Difference ... 2,67 Diffaxrence ... 5,00

If we restrict our view more particularly to the October
drain, by comparing the extreme points of September and
October, the change of the circulation remains as already

shown, and the drain of gold and capifal is as under:

Ave o Millions. Tbo Yoar 1966, Mitions,
Bullion— £ £
Beptember 20.., . 14,36 | Beplamber 8 ... 18,43
Quotober 26 .., . 13,60 Ootober 11 e 11,96
Difference ... 76 Difference ... 1,46
Resovve of Notes—
September 20... ... 8,88 | September 20 “ 6,67
Ootober 11 . 7,61 || October 11 . 4,29
Difference ... 1,22 Difference ... 2,38

Howaever wo view it, the drain of 1865 is seen to be con-
siderably beyond, and in fact about double of what is shown as
the normal change in my average tables,

This excess may arise either from (1) exceptional circum-
stances affecting the trade of 1865, or from (2) the general and
gradual development of oar industry.
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1 shall not dwell much npon the special disturbing circum-
stances of 1865. Many of them were mentioned in the
beginuing of the paper. The considerable degree of pressure
in the money market, which has existed during the winter,
shows, however, that excessive investments in joint-stock
and other enterprises have diminished the ready capital of
the country, in spite of the late unusual abundauce and
cheapness of corn. It iz well known, too, that daoring the
last year, and one or two previons years, buildings of all
sorts have been erected in great numbers in most of our towns.
Large sums of money most have been dispersed in wages
during the progress of thess works, and especially during the
sEmMmer.

Secondly, the ordinary export trade of the country ex-
panded very rapidly during the yeasr, as noticed by The
Eeonomist. Not only do these exports represent so much
money dispersed in wages over the country, but being sold
to a great extent on credit, they cause & temporary abstrac-
tion of the floating capital of the country,

What I have chiefly to remark, however, is that, with
the rapid growth of our system of trade and industry, onr
money market is necessarily becoming more and more delicate.
We must look this fact boldly in the face. We must not
needlessly complain of what is fo a great extent au inevitable
resalt of our progress, nor on the other hand must we omitb
any efforts to apply a remedy so far as this is possible.

The following fignres will aid in showing what I mean :

Bulllon in the Notos Total Computed Raal
Fear. Bank, in Exports of Valas of Total
Baptember. Circnlation. enr, Imporis of Year.
Millinns, Miltone Millions. Mililons.
£ £ £ £
1844 ...... 14,36 20,17 69,00 —
1854 ...... 12,63 19,62 118,00 152,00
1864 ...... 12,22 21,36 218,00 276,00
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Whether we consider these numbers, or whether we look
to the increasing perfection of onr system of credit, clearing,
and banking pgenerally, which, as shown by Sir John
Lubbock* enables coin to be almost dispensed with in large
transactions, we seo that we are carrying on a vaster and
vaster system of trade upon a mearly stationary reserve of
currency. Our trade goes upon a method resembling thab
of barter,t except that the values exchauged or written off
against each other are sll determined and expressed in gold.
Now, it is the aggregate of coin and gold in circulstion or
reserve—in short, the supply of gold as compared with the
work it has to do—which determines the range of prices, and
which must in the last resort be nsed to make payments either
in an internal or foreign drain,

Admirably has M. de Laveleyo said, in & passage of the
“Revne des Deux Mondes,” quoted by The Economist in its
¢ Commercial History and Review of 1864 % :

“All countries which carry on gigantic transactions with
small reserves of gold and silver, and which have a vast
movement of importations and exportations, must be exposed
to these economical pertarbations. . ., . The more a coantry
expels the precions wetals from the channels of circulation,
" and replaces them by instrnments of credit, bank-notes,
cheques, warrants, deposits, clesring-honses, etc.,, and the
more at the eame time it develops its relations with foreign
countries, the more it will be exposed to the periodical retorn
of financial perturbations, because more easily an unfavourable
balance of trade and payments will distorb all the mechanism
of exchanges, and will require from the managers of eredit
institutions redonbled circamspection, prodence, and ability.”

Now this is just as true of internal as of foreign drains of
gold. The larger our system of trade is, the larger the excess
of wages dispersed at some periods of the year. When our

* ¢ Btatistical Journal,” Beptember, 1865, vol. xxviii. pp. 361-71.
4 Hee *“ Money and the Mechanism of Exchange,” p. 288,



v.] BARTER SYSTEM, 177

reserve of coin is stationary, the greater will be the inconveni-
ence and alarm excited. Even without taking into account
exceptional circomstances, the nnbounded prosperity of the Jast
few years seems sufficient to explain why the autumnal drain has
of late manifested itself with far more than the normal severity
of the years 1845-61. We must bear in mind that we are
moving onwards, and rapid progress such as ours, however
desirable in itself, must beget some difficulties.

{4).—O0n the Action of the Bank of England.

We come now to the last question, namely, whether the
action of the Bank of England as at present governed is bene-
ficial to trade during these frequently recurring pressures.

It is well known that many merchants and gentlomen of
influence in Glasgow, Liverpool, and elsewhere, have a strong
desire to unsettle onr monetary system again. They spare no
pains in urging upon us that the Bank of England is the cause
of oll our troubles. While some go so far as to propose an
inconvertible currency, others advise & return to a system of
freo issue of notes, the convertibility of which shall be
dependent on the credit and discretion of the issuing banks,
according to the method which used to prevail in Scotland.
It is the latter scheme alone that I need consider here.

I will not deny that there is some apparent harshness in the
action of the Bank during the temporary fluctnations which
I have attempted to describe. But after considerable reflec.
tion I have satisfied myself that this harshness is not neces-
sarily inflicted noder the comditions of the Bank Act; or,
moro precisely, I should say that what harshness is & necessary
consequence of that Act is legitimate and ultimately beneficial
to trade.

In the first place, as regards a foreign drein of bullion,

Lord Overstone and the supporters of the Bank Act seem to
N
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me to be in an impregnable position. Nothing can be more
desirable, nothing more in accordance with the natural laws of
econcmics and trade, than that a foreign drain shouold at once
causs a reduction in the corrency, and thos tend to restora the
exchanges to equilibrinm &8 quickly as possible. In a system
of unrestricted issues the drain will for a time probably act
upon the bankers’ metallic reserves without leading them at
once to reduce their advauces of notes. The revalsion is
thus deferred ounly to become ultimately more severe and
hazardons.

It is, however, an internal drain which we have now to
consider, and it is in this respect that the primd facis incon-
venience of & restricted paper currency is manifested. Mr.
Guthrie, the able sdvocate of the Scotch system, in his
 Practical Contrast of English Banking, and British Free
Banking,”” puts this point clearly enough. In onr present
system, he pays:

“The natural demand at rent-terms and other seasons for
increased circulation, has the same derauging and distressing
effect upon the money market as an export of bullion, and the
people of England are exclnded from a privilege which the
people of Bcotland have found to be both safe and most
~ profitable and convenient.”

In contraat to this, he adds :

“The circulation has increased in Scotland at certain
seasons, to the amount of 10 or 15 per cent., but this natural
periodical demand was met by the elasticity of the Scotch £1
note circulation without the slightest difficulty or disturbance
of the money market, and & similar cireulation, with its cor-
responding advantages, should of course be allowed to
Eogland.”

These remarks are perfectly applicable to the amtamnal
pressures we have been considering. Had we an unrestricted
note circulation, the three millions and & half of additional
turrency required might have been furnished by a proper
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number of bits of paper.* Baokers and the Bauk of
England would readily have issued these notes in discount
or payment of deposits and dividends. No one, perhaps,
would have known ununtil the proper blue-book appeared
long afterwards, how great an excess was issued, and the
money warket might have procesded without spparent
disturbance.

The question here becomes twofold :

1. How far is sach an absence of apparent disturbance
desirable ?

2. How far may it be attained under the present system ?

The answers, I take it, are as follows :

1. So far as a demaund is a purely temporary demand for
internal circulation, it is desirable that it should be furnished
by an extended issne of notes or gold from the Bank reserves,
This excess of currency will return spontaneously as the
seasons go round.

2. So far as a demand for gold or notes is known to be of
this temporary character, it may even now be properly sup-
plied by the Bank of England and the other banks without
exciting pressure on the money market.

On the other hand, so far as a drain is not certainly known
to be of a periodic or temporary natare, bankers are bound to
raise the torms of advance and to restrict their amount,
Under the same circumstances bapkers would be bound in
prudence to redace their issues, even did the Bank Act not
exigt. T hold, in short, that the Bank of England and bankers
generally have just the same legitimate latitude in increasing or
diminishing their advances now as they would have under o
restricted system. It is only the illegitimate expansion of the

® This point bas sinoe been very strongly put by Mr. B. H. Inglis Palgrave
in his " Analysia of the Mionutes of Evidence taken before the Belect Committes
of the Honse of Commons on Banks of Isans, 1876 (London, 1876, printed for
privete oironlation). Bee Prefsce, pp. 4248, on the periodia finetuations of

the provinoial circalation, and the evidence of witnesses there referred to,
espeoially that of Mr. Palgrave himself (Qaestions 6307-6168).

N 2
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note currency which is pnt ont of their power by the Bank
Acts of 1844 and 1845.

If it be clearly known that in the early part of October
there i» & normal demand for currency far greater than at any
other time of the year, then I take it to be an expedient and
necessary policy of the Bank to prepare themselves for it some-
what beforehand, and when it does occar, to let their reserve
run down to a lower point than they would do at any other
time of the year, knowing that the excess of currency issued
will in the natural course of events return.

This is the policy to a considerable extent adopted even at
present, The Times represents the Bank directors as feeling
confidence that the amonnts of currency gradually withdrawn
during July, August, and September would shortly return.
But their confidence failed when the sudden Qctober pressure
fell upon the Bank, Here, I apprehend, was to some extent
& donble error. The newspaper pross and the mercantile world
were not sufficiently aware that the chief pressure falls into
QOctober. Had this been thoroughly known it wounld have
beer only prudent for the Bank directors to atrengthen their
position somewhat earlier than they did, When the expected
ron in the beginning of October came npon them it would
have been quite unuecessary to put on so violent a presaure as
a rise of 2} per cent. in the rate of discount in ten daya,

It cannot be denied, indeed, that to some extent the periodic
drain was aggravated by a more chronic scarcity of capital,
which has been felt ever since. Still I have no hesitation in
ssserting that if the public and the commercial press had been
thoroughly aware how peculiar those first foew weeks of October
natarally are, far less alarm, pressure, revulsion of prices and
injury would have been excited during last antumn. *

® Home remarks on thets periodio varistions were made by Mr. R. H.
Inglia Palgrave in his importent paper emtitled ‘*Notes on Banking in the
United Eingdom, Bweden, Deumark, and Hemburg.”"—¢ Statistioal Jouarnal,”
March, 1878, vol. xxxvi. pp. 90, 96-99, and separate reprint.
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I take it, therefore, that careful observation and ecom-
parison of the fluctuations of the money market are sufficient to
enable us to avoid the inconveniences of these periodic pres.
sores. We shonld learn to discriminate what is usual and
normal in the changes of the Bank accounts, from what is
irregular or abnormal. It is a matter of skill and discretion
to allow for the normal changes. It is the abnormal changes
which are alone threatening or worthy of very much attention.
These changes arizse from deficient or excessive harveats, from
sndden changes of supply or demand in any of our great staple
commodities, from manias of excessive investment or specu-
lation, from wars and political disturbances, or other fortnitous
occurrences which we cannot calculate npon and allow for. In
such matters of high nncertaiuty it is desirable to trust as
little to discretion and to commit as much to the operation of
natural laws as is possible. The Bank Act of 1844 carries this
principle into effect, and relieves the directors from vast
respongibility, by making the circulation identical in amount
and variations with that of a purely metallic currency., I must
nmaintain, then, that under the present system the English
currency is governed by the natural laws of snpply and demand
of a metallic currency, and not by merely artificial regulations.
If the terms are interpreted aright, we have already a natural
and free-trade system of currency. And I venture to take
this aunspicious expression—Free Trade—from those who use
it wrongly, and who confuse the free mannfacture of currency
with free trade in capifal, the true business of the banker.
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APPENDIX 1.
Description of the Taprss I, fo VIL.

Table I. was formed by arranging the Bank of England
accounts of the years 1845-61 under each other, so that the
average state of the accounts for the first week, for the second
week, and 80 op, could be drawn.

Table II, was formed from Table I., by arranging the
sccounta of the corresponding weeks of each quarter under
each other, and drawing the average of the first week of the
quarter, the second week, and s0 on,

Table IV, represents the divergence of each of the prin-
cvipal elements of the Bank account from its average point, after
olimination of the quarterly variation. It was formed by
gubtracting the numbera in Table II. from the corresponding
nnmbers of each quarter in Table I, Thus—

20,200,000 = average note circulation of 27th week.
20,110,000 " »» 18t week of quarter.

Difference 