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money was in lefs plenty : And this wilt
ever be the cafe, unlefs patt of the in-
creafed flock of money is kept out of the
common circulation, and is either hoarded
or dire€ted into fome new channel; with-
out this, not only trade will move to dif-

ferent provinces of the fame country, but
it will move alfo into different countries.

XVIIL. Any artificial methods of increafing

tale-money, pernicious.

zo. Any artificial methods of increafing
the quantity of tale-money in circulation,
beyond its natural bounds, will be attended
with pernicious confequences; and this efe
felt is perhaps not the leaft evil of our great
national debt. As the values of all things
aie meafured by money, it is, I think, by
this time fufficiently manifeft, that their
prices will be in a certain proportion to the
whole quantity of cath in circulation. If
this quantity be greater in proportion to the
trade of the nation, than in foreign coun-
tries 5 things manufactured at home will be-
come too dear for foreign markets, as is the
cafe of Sparn and Portugal. As we have
no mines, trade will keep, as before ob-
ferved, real money to a proper level; but

yet this level may be exceeded by artificial
{ub-
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fubftitutes, as paper-bills, having no bullion
locked up in their ftead, and light coins
having lefs value than what they pafs for;
and by both thefe methods the nation is in-
jured.: By making all things dearer at home,
the public is not only defrauded of fo much
bullion as thefe {ubftitutes amount to; that
15, to the whole amount of the paper above
the bullion locked up in its ftead ; but it alfo
{uffers by the lofs of the whole. deficiency

upon the light cotns.

AlthouO'h this fubject hath been in effed
luftrated before, yet is it of that import-
ance as to deferve to be farther exemplified.
Let us fuppofe that one tenth of the whole
ftock of circulating cath in this country,
~and ’tis not material to our argument what
the {pecific {um amounts to, 1s fome way
loft or deftroyed : If no artificial {ubftitutes
be made to intervene ; it has been before
fhewed, that trade will gradually reftore this
fuppofed lofs of bullion; as, till this be
accomplifhed, bullion will be dearer or fetch
more commodltles here, than in other coun-
tries. ‘

On the other hand, fuppofing the fum
total of money, real and fi&itious, now an-
nually circulating 1n this country, to be 1co0

millions ; 20 mllllons of which is 1 cafh,
and
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and 'the reft in paper credit both public
and private: If this paper credit be 1ncreafed,
by the creating of more bills, fuppofe to
the amount of ten millions; one of the {ol-
lowing will neceflarily be the confequence :
Either all our commodities will rife ten
ger cent, In their nominal value, which will
render them too dear for foreign markets
or, this addition of paper bills will drain
away ten millions of our cafth, and fo im-
poverifh us in reality to that whole amount ;
or, the effect moft likely will be, partly the
one, and partly the other; but which ever
it is, the nation will be equally endamaged.
May this be ever a caution to ftatefmen,
how they liften to projects that muft clog
our trade, banith our coin, and in the end
bring on a general bankruptcy.

Let us fuppofe again, that the fame quan-
tity of tale or nominal money continues,
but that the real fubftance of the current
coin 1s diminifhed one tenth. So long as
the people pay no regard to this diminution,
the prices of things will continue the fame
as before, and the nation will be a lofer of
this tenth part of its treafure. For, if the
currency of the light coins had been ftop-
ped; or, which is the fame thing, if they

had been reftrained from paffing otherwife
H than
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than by weight; trade would have fur-
nithed the fame quantity of tale in heavy
money, as there 1s now of light; as it is
manifelt that in both cafes, the nominal
prices of things would be the fame; and
cvery one would receive for the fame fer-
vice or cominodity, the fame number of
heavy coins in the one cafe, as he would of
light coins in the other. Foreign exchange
may make fome difference here ; but as the
ballance of foreign trade 1s but {mall i com-
parifon of fixed eftablithments at home, the
difference upon that account will not be very
confiderable, till things come towards an
extremity. —

What hath been faid of the national lofs
by the pafling of light coins, will hold the
very {ame, if bills be pafled to a greater value
than there 1s bullion in their ftead. All
private fecurities alfo are productive of equal
evils, and frequently of more. To cloft
this fubject, 1 would obferve here one ef-
fential difterence there i1s between bills and
light coins. Every one hath a right to call
upon the ifluer of a bill, to make it good In
ftandard or lawful money. But he that
hath light coins in his poffeffion, is liable
to bear the whole lofs that there may be

upon them ; he-took them in full confidera-
t10N
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tion of a given fum, and if they prove defi-
cient, he hath no body to blame but himfelf ;
i and he merits the lefs compaflion, as by
| his unwarinefs he was a fharer in, and a
| promoter of, a public evil.

Hoarding the precious metals, beneficial,

. 51. Gold and filver, for many reafons,
| are the fitteflt materials hitherto known for
 hoarding : They are durable; convertible
without damage into any form ; of great va-
| lue in proportion to their bulk; and being
' the money of the world, they are the rea~
' dieft exchange for all things, and what moft
readily and furely command all kinds of
fervices. In the days of profperity there-
fore, it would be prudent to lay up a kind
of dead ftock of the precious metals, againft
any emergencies that might happen. This
ftock muft be kept out from the circulat-
ing cath ; for an increafe there, would not
anfwer the end ; and indeed an overflow of
money in circulation, would fpend 1t felf,
by draining up the fources that produced
it. But people in general will not hoard up
cath; all like to difplay their wealth, and
to lay out their fuperfluities in {fome coftly
things, There feems then no method fo
effectual for the fecuring of a dead ftock of

H 2 trea-
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treafure, in any country, as the encourag.
ing the ufe of plate ; by making it fafhion-
able, preferable to more brittle or more pe-
rifhable * commodities. Plate would be 2
national refource in cafe of emergency, and
not the lefs {fo, becaufe the precious metals
had not as yet received the thape of coins,
But this dead ftock, whilft it remained fuck,
would not be without its ufe ; real wealth
1s ever accompanied with credit, and the m.
fluence of credit is frequently of the greateft
moment. He that is ready armed, ‘is lefs
liable to be affailed; and filver and gold are

keen and deftructive Weaporis.

XIX. Of Banks.

52, The feveral banks now fubﬁﬁing in
Europe, are of a modern date; but it i

not my intention here to meddle either with
their hiftories or particular conftitutions, In
great trading cities, a public bank that
iffued no bills without an equivalent in real

treafure, whether in cath or bullion it mat-
ters

* | have fpole before in favour of the arts, and I would
not here be underftood to mean, that any of thofe whereby
fome of our own people gain a livelihood, fhould be dif
vouraged ; nor vet that thotle of narow circumftances, fhould
aim at having plate: Bur thofe of affluent fortunes might
fave themiclves ithe expence of many fuperfluitics, without
afle@ing labour with us 5 aud thefe favings laid out in plate
wonld be of more benelit to their country, and to. their ows
pn”:.‘l‘i[}'.
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ters not much, muft needs, I think, be very
convenient; astherein, merchants and others
may f{afely depofite large fums, and thence
again draw their money out at fuch times,
and in fuch {mall parcels, as may fuit with
their feveral occafions. Such a bank may
be alfo of fome fupport to national credit, as
the great {fums known to be there locked
up, would be ready upon an emergency.
Bills of undoubted credit, are of great con-
veniency in large payments, and befides, fave
the wear of coin. But their extent thould
be reftrained within due bounds: Should
they increafe much beyond the real ftock
of bullion that ought to be in their ftead,
they would prove mifchievous two ways;
by increafing in effect the quantity of cir-
culating cafth beyond its natural level ; and
by endangering, in a cloudy day, their own
credit, . But the profits to be made by lend-
ing, as I may fay, of credit, are tempta-
tions too {trong to be refifted; and 1t may
be queftioned, if any of the banks now
{ubfifting, keep exaltly within the above

rule, tho’ fome of them are formed upon
the very model here laid down.

Hi Banks
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Banks inflituted to prevent the abufes from
bad coins, and from adulterations in the

flandards of monies.

¢3. The oldeft bank now in Europe, ]
think, is that of Venice ; and the chief, if
not all, of the reft, were inflituted in the
laft century, and much upon the fame mo-
del. The bank of Amflerdam was eftablifh.
ed in 1607 ; that of Hamburgh in 1619,
and that of Nuremburgh in 1621 *,

It appears, that the main if not the fole de.
fign of ereéting thefe banks,was for the fix.
ing a kind of an indelible ftandard of money;
and thereby, to fecure merchants and others
from loffes by bad coins, whether bafe or
light; and from the dire effects of adulte.
rating the ftandards of monies, either at
home, or by the neighbouring ftates. Thefc
banks have anfwered admirably well the
ends of their inftitution ; and it were to be
withed, that thofe ends had been more re-
garded in the eftablilhment of our own.
At the times of eftablithing the above banks,
certain known coins of given weights and
finenefs, then current at certain rates in the

refpective

® See more upon this head, in the Uniwerfal Merchant,
a work containing fome judicious obfervations concerning
trade, ‘
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refpective places, were fixed upon as a per-
petual ftandard, which from thenceforward
were called BANK MoNEY. As the cur-Bank mo-
rent coins became afterwards diminifhed,”?” ™"
cither by legal adulterations at the mints, or
by wear, or otherwife, a diftinCtion was
made between current and bank money,
called AGGI0; and according to the real €%
difference between thefe two forts of mo-
ney, the aggic amounted to more or lefs
per cent. 'Thefe wife eftablifhments contri-
buted greatly, towards ftopping thofe baneful
meafures of adulterating the {tandards of mo-
ney, that had been fo frequently and fo ge-
nerally practifed, in the dark preceding ages.
The genius of trade breathes and requires
a certain degree of fecurity and frecdom ;
and banks, fuch as we have been {peaking
of, can hardly ever take place under arbi-

trary governments.

Complaints of the want of money, whence.

54. The dolrine that we have been 1n-
culcating is {o contrary to the common no-
tions, that a want of money s 2 common
cry. All the {cramble is for money ; few
think they have enough, and many com-
plain. This probably will be ever the cale,
nor would fetting the mint to work cure

H 4 the
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the evil; and perhaps there 1s no where
more want, than where there is moft money.
The beggar hath no property, nothing to
exchange for money ; and if he will net
work, none would come to his fhare, if the
common ftock was ever fo much increafed;
a greater plenty of money would be fo far
from being advantageous to him, that he
would run the greater rifk of ftarving, as
bread and provifions of all forts would
then be fo much the dearer. The farmer
complains, and thinks that if there was
more money In the country, his corn and
cattle would fetch a better price : They

would fetch more money, but not more of
any thing elfe that he wants ; and he would
not be at all bettered by this higher price,
unlefs {o far as a fudden increafe of mo-
ney might eafe him in his rent, by leflen-
ing the intrinfic value of the fpecific fum
which he had agreed to pay. The fame
may be faid to the merchant, fhop-keeper,

&'c. while all commodities keep the fame
proportion of value in refpet of one another,
no one reaps any advantage by the raifing of
the price in refpect of money, of his particu-
lar commodity. The complaints of particu-
lar perfons arife, not from a deficiency of

moncy or counters in circulation ; but from
theis
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their own want of property, want of fkill,
addrefs, or opportunity of getting-more mo-
ney ; or perhaps only for want of fruga-
lity, in fpending more than their income or
proper fhare. Anticipation is the grand:
fource of diftrefs and poverty, and is an
evil that takes off much from the ufe of
credit. '

There is a limit to the vent and confump-
tion of all forts of commodities. If, from
an uncommon prolific feafon, or becaufe of
a great demand at fome late market, or
from any other caufe, as a new courfe of
trade, &c. more of any {pecific commo-
dity be produced, than what the ufual or
neceflary confumption requires; the price
of it will fall, and fome will be left on
the owner’s hands. Things growing out
of fathion will frequently undergo the fame
fate ; and 1n both cafes, the manufaurers
and dealers in thofe commodities will be
complaining, the workmen will be turned
adrift, and all imputing their loffes and dif-
appointments to the want of money in the
country. But a greater plenty of money
would not mend or better their condition ;
thofe who have it, will not be perfuaded to
purchafe more of this or that commodlty,

than what their own wants, conveniency,
or
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or fancy prompt them to; and thofe who
cannot make fo much profit in their refpec-
tive profeflions -as formerly, muft either
turn themfelves fome other way, or be con-
tent to live more frugally., But all will not
be wife in time ; emulation in fhow is a
powerful incentive; few can bear the
thoughts of retrenching while it is yet time,
and many finding themfelves upon the de-
cline, will grow defperate and precipitate
themfelves the fafter. In all great towns,
bankruptcies will happen, and perhaps no
where more frequent, than where wealth
and money moft abound. Thefe evils, if
upon the whole they be evils, are what the
mines cannot cure, but are rather what
have been introduced and foftered by them.

CHAP-
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CHAPTER IIL
Of ExcHanges.

S the accounts of particular perfons

living in remote places, are frequent-
ly liquidated and difcharged by bids of ex-
change, without the intervention of money;
and this being a {ubje&t of importance, and
not generally underftood, excepting by par-
ticular merchants, it may not be amifs in
this place to give a brief account of the na-
ture and ufe of exchanges.

I. Bills of exchange, what.

§5. It hath been before obferved, that
the chief end or object of commerce be-
twixt nations, 1s a mutual exchange of com-

modities one with another; and this may
be, and frequently 1s, carried to a great ex-
tent without the intervention of money.
Bat neverthelefs the accounts are every where
kept and ftated in money ; and it is almoft
unavoidable, but that in all great trading
towns, there will be merchants, {fome hav-
ing bullion owing to them in one place,
lome in another; fome or other again that

are
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arc indebted to all thofe places, or te fome
other place which 1s indebted to fome ene
of thofe; and fo, by a kind of chain, all
trading countries become in fome fort ac-

comptants with each other.
To avoid the charge, trouble and hazard

of tranfporting bullion backwards and for-
wards, for the {upplying of thefe different
occafions; the method of difcharging debts,

by bills of exchange was introduced. This
was an excellent * invention ; thefe bills be-

ing

~* This was the greatelt fecurity to merchants both as to
their perfons and etfeits, and confequently the greateft en-
couragement to commeérce, and the greateft blow to defpotifm,
of any thing that ever was invented. For, by this fort of
correipondence, merchants can imperceptibly convey away
their efiects when and wherever they pleale ; and this they
will never fail doing, if they are in any wife molefted or
threatened with danger. But at the fame time, that this is
fo beneficial to commerce, and to liberty, both in certain
degrees, ineftimable blefiings ; it weakens the attatchments,
and, as I may {ay, the allegiances of tradefmen to their mo-
ther-country. And I thould not, for many reafons, chufe
to have my abode where the chief property and the chief
rule was in mercantile hands, For, as an alloy to its very
great advantages, there is {omething felfith, ungenerous and
illtberal 1n the nature and views of trade, that tends to debafe
and fink the mind below its natural ftate.,  Somewhat of this
muft be allowed to be the natural genius and bent of trade.
Labourers or working people of all forts, arc quite excluded
out of the prefent confideration ; and what is here faid is not
intended as any reflettion upon or difparagement to the other
ranks of tradelmen: We live happiry in a country, where
various clafles of men by their daily intercourfes do, as it
were, humanize, and benelit one the other a thoufand ways,
and corre& thofe errors and notions, which men confined to

a particular fphere, arc but too apt to fall intq.
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ing as {ubfervient in foreign commerce,
as coins are in home traffic; for by fhifting
of debts and credits from one place to an-
other, they fo far anfwer all the purpofes of
money. Bills drawn betwixt places in the
fame country, are called Inland 0ills; as
thofe drawn between different countries, are
called Foreign b1lls of exchange.

In all countries there are peculiar laws
and cuftoms, relating to this bufinefs of ex-
changes, which merchants and others im-
inediately concerned fhould be well verfed
. It is not my deﬁgn here to meddle
with the pracical part of this ufeful com-
merce, but to explain its theory or princi-
ples as briefly as I can. A part of what I
here propofe is fo very well done to my
hands in the * Britifb Merchant, that I can-
not do better in this place, than giving the
following extra@ from that ufeful work.

‘« Suppofe the tenant in #7ltfhire is
“ pay for rent 100 /. to his landlord in sz—
““ don 3 and the woollen-draper 1n London is
““ to pay the like fum to his cloilier 1n FVilt-
““ fhire : Both thefe debts may be paid,with.-
‘““ out tranfmitting one farthing from the
““ one place to the other, by bills of ex-
“ change, or by exchanging onc debtor for

““ the
* Vol. I1L, {mall edition, p a7, 2, 9q.

|V
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the other, thus: That 1is, the tenant
may receive his landlord’s order to pay
100 /. to the clothier in the country ; and
the awoollen-draper may receive his clothier’s
order to pay the like fum to the landlord
in town. Thefe two orders are properly
call’'d bills of exchange; the debts are
exchanged by them, that is, the wool/en-
draper in town, inftead of the tenant
in the country, is become debtor to the

landlord ; and the tenant in the country,
inftead of the woolien- draper in town, Is
become debtor to the clothier: And when
thefe orders are comply’d with, the two
debts between London and the country
are difcharged, without fending one fhil-
ling in {pecie from the one to the other.”

¢ In like manner, the warehoufe-man
in London is indebted in 100/. for ftuffs,
to the weaver in Norw:ich ; and the /z-
nen-draper in Norawich is indebted in the
like fum to the Hamborough merchant in
London ; both thefe debts may be paid
by bills of exchange, or by the exchange
of one debtor for the other, by placing
onc debtor in the other’s ftead ; that 1s,
the warehoufe-man may receive the or-
der of his weaver, to pay 100/ to the

 Ilamboroueh merchant:; and the /[inen-
J

“ draper
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““ draper may receive the order of the Ham-
““ borough merchant to pay the like fum to
‘“ the weaver. Thefe orders are bills of
‘“ exchange ; the debtor in one place, is
““ changed for the debtor in the other: and
‘“ thus both debts may be paid, without
“ fending one fingle fhilling in fpecie from
‘“ the one city to the other.”

‘“ If the debts reciprocally due between
“ London and Norwich, are equal; whe-
““ ther they are 100/ or 10,000/ they
“ may be all difcharged in this manner by
““ bills of exchange, without fending any
‘““ money In fpecze from the one to the
““ other.”

‘““ But if the debts due from both places
“ are not equal, then only the fame quan-
““ tity of debts on both fides, can be paid
“ by bills of exchange. The ballance muft
‘““ be fent 1In money from the city, from
‘““ whence the greateft fums are due.  For pare of
““ example : If by the trade between London @ b4//an
“ and Norwich, the former owes 10,000 /.
¢« to the latter, and the latter no more than
‘““ gooo /. to the former ; it is manifeft, that
‘““ only the debts of gooo /. on ‘each fide
““ can be difcharg’d by bills of exchange;
‘“ the ballance of 1000/ mufl be fent ei-
““ ther from London or fome other place in-

“ debted
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““ debted to London, to even the accompt

““ between both the cities.”
‘“ Let us fuppofe then, that to fend and
Tbe oeca- ¢ Infure 1000 4, 1n {pecie to Norwzch, would
fomof the < ook £ ] or 10 . per Cent. which of the

LX< abd J'?g i

rifng toone ¢ dcbtors 1n London would be willing to

-ft‘z,_f”' ‘“ be at this charge ¢ It is natural to believe
‘““ that cvery one will endeavour to fhift it
““ off from himf{elf, that every one will en-
‘“ deavour to pay his money by a Dbill of
““ ‘exchange ; 1t 15 natural to believe that
‘““ every one, rather than ftand the coft and
‘“ hazard of {ending 100 /. in {pecie, would
“ pay 100/ 5. in London for a debtor in
“ Norawich, upon condition that the Nor-
““ aich debtor fhould pay 100/ for him
‘“ 1 that city. By which means the Nor-
‘““ awzch debtor would pay his debt of 1004
““ 1 London with lefs than that {fum, while
‘“ the London dcbtor would be obliged to
“ give more than that fum for the pay-
““ ment of 100 /. in Norwich. And if {fuch
“ for years togéther were the courfe of ex-
‘““ change between London and Norwich,
‘“ there could be no quecftion to which of .

‘“ the two cities a fum muft be fent in {pecie
‘“ to pay the ballance ; that city undoubtedly

‘“ pays the ballance that gives more than
““ the par, that undoubtedly receives the
«¢ ballance
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« ballance that gives lefs than the par for
« the bills of exchange. The courfe ofCof of

. . . . exchange
« exchange in this cafe would fufficiently decides t4e

« decide, that the ballance of trade is oni‘ijﬁ,‘;”“‘f

“ the fide of that city that procures bills of
“ exchange upon the moft eafy terms.”

Foreign exchanges further explained.

56. The above example taken between
two Englifb towns, explains the theory of
exchanges very diftinétly. And from hence
it may be eafily conceived, how the bufi-
nefs of exchange may be carried on between
any number of foreign towns. As, {uppofe
that LZondon 1s indebted to Paris in a {um
of 100,000 ounces; Par:s in a like fum to
Hamborough ; Hamborough in the fame fum
to Leghorn ; Leghorn to Amflerdam 5 Am-
flerdam in the like fum to London. All
thefe feveral debts may be cancelled and
difcharged by &:/is of exchange, without the
tranfportation of one ounce of bullion or
one penny of money. For inftance, Loxn-
don difcharges its debt at Paris, by a bill
drawn upon Amflerdam 5 Amflerdam pays
this bill by another drawn upon Legtorn;
Leghorn again draws upon Hamborough ;
and laftly, by this rotation the debt from
Paris to Hamborough becomes likewife dif-
' I charged ;
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charged ; and all the above named towns
refpe&wely are cleared of all accounts with
each other. And the feveral debts above
fuppofed being equal, the debts of the re-
fpecive places will be difcharged with the
exchange at par, or without lofs er gain
to either. But as all the above towns may
have mutual accounts, each with all the
reft, and with many others; the real prac-
tice of exchange branches out into an 1m-
menfe labyrinth, not eafily unfolded without
much experience and application,

II. Par of exchange, whnat.

5. The exchange is faid to be at par or
even, between two places, when a given fum
paid 1n the one, will purchafe a bill for the
like or a fum of the fame intrinfic value, to
be reccived in the other. To avoid all ambi-
guity, the feveral accounts in the preceding
article were ftated in ounces. Butas all coun-
tries keep and ftate their accountsin their own
money, and moft places have peculiar coins
of their own ; this makes it neceffary that
merchants, who are citizens of the world
in a ftriter {enfe than any other, fhould
know cxaé’cly the true ploportlonal values
of the monies of all countries in refpe of

one another ; that is, how much fine filver,
or
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or fine gold, if the accompts are kept in
gold, are contained in the refpe@ive ftan-
dards or monies of the feveral countries to
or with which they traffic. Thefe propor-
tions being known and ftated, the monies
of the world are thereby in effe& reduced
to one common ftandard ; and it may be
readily feen, how much of the money of one

country 1s an equivalent to, or contains an
equal quantity of filver with, a given fum
1n another country.

The equality of filver, exprefled by dif-
ferent denominations of coins,  conftitutes
what is ufually called the par of exchange

betwixt any two countries. In ftating this
par, fome particular fpecie or {fum of the
money in one country, is ufually made the
unit or integer, which always remains fixed
and unalterable ; and the proportion or equa-
lity is exprefled in fpecie of a fmaller value
of the other,country; and it is in thefe
{pecie that the price is exprefled as the ex~ -
change varies : As if the exchange betwixt
London and Par:s be reckoned in pence and
ect'’s, and a Fremch ecu contains as muchy
filver as there is in 29} pence flerling ; then
the ecx is the unst, and 29z is the par of
exchange betwixt London and Paris. In

the mercantile language of exchange, that
12 coun-
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country wherein the unit is eftablithed, as

in the above inftance Paris in refpect of
London, 1s {aid to give the cerfain for the

uncertain ; as London again gives to Paris
the uncertain for the certain.  London gives
the certain for the wncertain, that is, the
pound flerling for their [cbillings, to Holland,
Flanders and Hamborough; and to France,
Spain, Portugal and Iialy, London gives an
uncertain number of pence, as the exchange
governs, for a certain {um in their money.
Thofe who are not accuftomed to this
bufinefs, are apt to be in doubt whether the
exchange rifing, for inftance, be in our fa-
vour or againft us. This doubt may be al-
ways cleared by this fhort rule : The higher
the exchange between any two countries is,
the more it is in favour of that wherein the
unit or invariable {fum is eftablifhed ; and
the lower, the more 1n us disfavour. Thus,
the higher is the exchange betwixt Londom
and Am/flerdam, the more is it in favour of
London, as then the more Dutch {chillings
are given for the pound fterling. On the
contrary, the higher 13 the exchange be-
tween London and Paris, the more is it
again{t London, as then the French ecu ex-
changes for a greater number of pence
fterling, |
111,
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111, The true par of the exchange between
different countries, difficult ro be afcer-
tained.

~ £8.Thofe who have made the proper expe-
riments, find that moft of the foreign mints
are very inaccurate ; and this makes it difhi-
cult to afcertain whatare the precife values in
refpect of one another, of the legal monies
of different countries; and this 1s all that
is ufually aimed at by the calculators of the
par of exchanges. But this knowledge, if
it could be obtained with ever fo much pre-
cifion, would be of very little fervice to the
merchant, as the ftate of the coins in moft
places now ftands. What the merchant
muft regard, is, the amount in bullion of
what he ufually receives in confideration of
a given fum of money.

If the ballance due from any country,
be ufually remitted in coins, and thofe coins
be wore or otherwife diminifhed below the
legal ftandard ; this will make a feeming
difference in the true par, and the exchange
In appearance will be againft that country
when it s really even.

If in any country, gold be over-rated
with refpe& to filver, this will naturally

drain away its filver coin, and gold coins
I3 will

%
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will become moft current in large payments:
In this cafe, the merchant will make gold
his ftandard, and rate the exchange accord-
ingly., This will create a difference from
the nominal par of the exchange, which will
be more or lefs, according as gold is more
or lefs over-rated ; and with this caufe of
over-rating gold, the lightnefs of the coins
both gold and filver will alfo co-operate, in
proportion to the quantities of them export-
ed; from both which caufes the difference
between the true and nominal par may be
very confiderable.

'Thefe obfervations may ferve to difpel
the gloomy apprehenfions which fome are
apt to entertain, from the courfe of ex-
change in general appearing {o much againtt
England ; and they alfo plainly fhew that
the courfe of exchange betwixt different
countries, 1s not fo critical and exact a rule
for meafuring the ballance of trade, as is
commonly imagined ; fince it is hardly pof-
fible to afcertain what is the #rue par. But
the exportation of bullion, is a certain fign of
the exchange being really in favour of that
gountry to which it is fent ; and the varia-
tions in the exchanges, point alfo the va-
riations in the ballance of trade; though,

in general, the rate of the exchange at 2
| Particula,r
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parncular time, 1s {carce fufficient for deter-
mining on which fide the ballance then

turns.

Y. Courfe of exchange, what.

¢9. The price ata certain time and place,
of bills of exchange for given fums drawn
upon another place, is called the courfe of
exchange between thofe two places at that
time ; and this Is frequently different from
the PAR, and more or lefs than an equiva-
lent in fine filver or fine gold is to be paid
in one place, for a given {um to be received
in the other. Thus, {fuppofing the par of
exchange betwixt London and Paris to be
294 pence fterling for a French ecu; it
might happen at one time that a bill upon
Paris might be purchafed at London, at the
rate of 28 pence for an ecu; and thatat
another time no bill cculd be had under
307 Or 31 pence.

As the ballance of accounts between the
feveral trading nations of the world, muft
be continually varying, and frequently fhift-
ing to different fides; fo the courfe of ex-
change will be cver ﬂuﬂuating, and it will
be more advantageous to make remittances
through certain channels at one time, and

by diffcrent ways at another. But as 1t
I 4 wauld
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would be difficult for the grofs body of mer-

chants to unravel thefe intricate clues, and to
find out and f{upply each other’s wants and
conveniences ; particular perfons apply them.
{elves to this bufinefs, and drawing and 7¢-
mitting by bills of exchange 1s it felf adi-
ftin& trade. The rem:tter * or trader 1n bills
of exchange, muft have a real ftock or credit
in the feveral places with which he corre-
{fponds; for hills, ftrictly fpeaking, pay no
debts; theyonlytransfer credit from one place
to another ; and whenever the demand for
bills to one place, are greater than the remit-
ters can anfwer by their credit or {tock in
other places, they muft thentran{portasmuch
bullion as will fatisfy their correfpondents,
But the principal fkill of a remitter con.
{ifts in finding where and when bullion will
fetch moft, or where credit or bills are to
be had cheapeft, and where and when to

transfer this credit to moft advantage. For
bills of exchange being f{ubftitutes for bul-

lion, are themfelves as much a commodity
as bullion, or any thing elfe; and the dealers

in them make their profits in the very fame
| way

* Dealers in bills of exchange are in general terms ufually
called remitters : But with relpe& to a particular tranfalion,
he who fells a bill, to be paid by his correfpondent in another
place, 18 called the drawer ; and he who buys the faid Dill,
and fends it abroad to have the value received by a fourth
perfon, is called the remiteer.
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way that other merchants do, by obferving
the advantages of different markets,

V. Price of bullion how influenced.

6o. A demand for bills upon a particular
place, raifes their prices, as in other cafes;
and when thefe prices have got up to a cer-
tain degree above par, the price of bullion
will be alfo advanced above the ftandard of
the country. For, dearnefs of bills caufes
a demand for bullion to be exported, and
in proportion of the demand to the flock in
the market, the price of bullion will be
raifed. To take advantages when and
wherever they offer, is the objet and bufi-
nefs of commerce. Again, by tranfporting
of bullion the price of bills will be lower-
ed; that again will gradually lower the
price of bullion, until the prices of each
are again brought to a par. The price of
bills may be reduced below par; but bullion
can never be lower than the eftablithed

ftandard, the mint being always open to re-
ceive it at the ftandard or mint price.

V1. National intereft, bow /»fluenced by the
courfe of exclan .

61. It feems, upon the tirit view of the

thing, that a country which owcth a b

lance to another, mult pay a pra:nium upon

all
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all the bills that pafs between them. As,
{uppofing that in the accounts betwixt Ezng-
land and Holland, we owe the Dutch an
100,000 ounces, and that they owe us
go,000 ounces; and {fuppofing alfo that this
ballance of 10,000 ounces which we owe
to them, brings the exchange againft us
ene per cent. It feems, I fay, as if we
muft pay this one per cent. not merely ups

on the ballance of 10,000, but upon the
whole 100,000 ; and on the other hand,

that we fhall receive fhort from them one
per cent. upon the whole go,coo which
they owed us; that is, that we muft pay
the Dutch 101,000, whillt they will dif-
charge their debt to us with 8g,100; fo
that our whole lofs, upon the above f{up-
pofitions, amounts to 1,900. This at firft
view {eems to be the exaét {tate of the cafe;
but upon examining this matter a little
clofer, Ithink, it will appear that the lofs to
England by the exchange, is ordinarily no
more than what falls upon the ballance of
10,000. Suppofe the whole account at
London to ftand betwixt two perfons, both
Englifbmen; B at London oweth D at Am-
flerdam an 100,000; C another Dutchman
at Amfierdam oweth A at London g¢o,000.
B pays to A4 91,000 for for a bill upon C

to
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to pay D go,000; by this tranfaction the
90,000 Duzch debt at London is quite cleat-
ed, and what B loft was gained by 4. If
the affair had been tranfated at Am/fer-
dam, the gain would have fallen to the thare
of the debtor C, and the lofs on the cre-
ditor D ; for € with 89,100 would have
purchafed of D a bill for go,000 upon B,
But although affairs of this kind are al-
ways tranfacted between feveral perfons,
yet at laft it comes to the fame thing;
‘and the whole gains, fo far as bills will
reach in liquidating the accounts, falls to
the creditors on one fide of the water, and
to the debtors on the other. In the cafe
above fuppofed, if fome of the Dutch cre-
ditors refide at London, or {fome of the Eng-
lifb creditors at Amflerdam, this will turn
the {cale to the prejudice of England. Thele
obfervations plainly thew, that any calcula-
tions of national profit or lofs from the courfe
of exchange, muft needs be very precari-
ous. Yet Is it almoft ceriain that by thefe
tranfattions, that country will fuftain {fome
lofs againft which the exchange bears; and
there is no other way of bringing the bal-
lance even, but by the exportation of goods
pr byllion, |

3 VIL
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VII. The courfe of exchange influenced by

VArious caufes.

62. A demand for bills upon a particu.
lar place, may proceed from various caufes;
but thefe are chiefly reducible to the bal.
lance of trade upon the whole, or between
particular places, Bullion, like other com.
modities, traverfes through different climes
and 1s ever of leaft value where 1t moft a-
bounds. Spazn and Portugal being the
chief fources from whence this commodity
1s drawn to the reft of Europe, it is there

~ cheapeft and their chief ftaple ; and hence,

in the ufual phrafe, the ballance of trade
and the courfe of exchange will be every
where againft them. This is natural, and
i1s no more to their prejudice, than it would
be to the E#nglifh to have the ballance againft
them, if the money of Europe was tin; as
would then be the cafe, becaufe we have
the moft confiderable mines of that metal.
In like manner, and for the {ame caufe, it
1s natural that the ballance of trade, and
with it the courfe of exchange;, between
the more {fouthern and the northern parts of
Europe, thould be in favour of the latter;
and €his in general is the matter of fact.

The
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The bufinefs of exchange between Eng-
land and Germany, and the northern coun-
tries, 1s chiefly tranfacted at London and
Amfterdam. The courfe of exchange then
between us and Holland, indicates how the
ftate of accounts ftands between us and all
thofe countries in general, but not in re-
fpect of any one in particular. The bal-
lance of our trade to Ho/land may be greatly
in our favour, and yet the exchange to Am-
ferdam be generally againft us; both which
are {uppofed to be matters of fa&t. Our
debt to foreigners operates in the fame man-
ner as a ballance of trade aganit us, to the
whole amount of the dividends owing to
them ; and the fame is true as to all foreign
fubfidies. If thofe dividends paid to fo-
reigners contribute to enlarge our manufac-
turies and exports, our lofs 1s-thereby alle-
viated ; but if they do not, that is, if our
commerce remains in fatu gio, we are lo-
fers to their whole amount, and that equally
whether their produce is exported in goods
or bullion ; if they are fent in goods, they
prevent fo much bullion from coming to
us, This is an affeCting confideration, and
the fources of this country muft be prodi-

glous great to be enabled to fuftain fo great
a

6

L Ll ¥
" X ¥ :i;
I * o LA
2 *l . . JI )
+
LA
1 " L
" ¥



126 Of MONEY, Part]

a burden. But let us not be too {ecure, and
negle@ a matter of fo much importance.

VIIL. Bullion is not exported till the exchang
is at a certain limit from par.

67. Merchants always prefer bills of ex.
change, whilft they are to be had at mode.
rate rates, before bullion or cafh, which
with them is the fame thing ; and bullion
is never tranfported from one place to an.
other, till the exchange 1s at a certain dif-
tance from par; and this diftance 1s agan
limited by the expence of tranfporting bul-
Hon, wherein 1sincluded, befides the freight,
commiflion and infurance. And hence, the
whole flu¢tuation in the courfe of exchange
is very different between different places
Betwixt London and Paris, the exchange
muft vary about § per cent. from par, belore
bullion, at leaft in any quantity, will be fent
from either fide. The freight of bullion
from London to Calais is about -+ per cent
from thence to Paris about 4, infurance In
the whole to Parzs about 4, which make
altogether 2 per cent. ; and fo much at leaft
the exchange muft be againft us, before
any bullion will be fent from London to

Parisy and it muit be as much in our fa-
your,
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your, before any bullion will be brought
hither from thence. By this reckoning, the
exchange betwixt London and Paris may
vary 1, per cent. before gold or filver will
move towards either fide, To Amflerdam,
the expence of tranfporting bullion from
London, 1s lefs than to Paris; to {fome other
places, this expence is greater, and accord-
ingly the exchange varies lefs or more be-
tween different countries ; becaufe, as hath
been before obferved, the tranfportation of
bullion keeps the courfe of exchange within
2 certain limit,

Bills are frequently drawn, and ‘bullion
carried, between two places that are even
i their accounts, to pay debts 1n a third
place. If the exchange betwixt Ga/azs and
Par:s be againft Calazs, and it be at par di-
rectly between Calais, London and Paris,
a merchant at Ca/azs will pay his debts at
Paris by a bill upon Londen : And 1if the
exchange betwixt him and Farzs, and be-
twixt London and Paris will permit, our
Calais merchant will purchafe a London bill
by fending gold thither, inflead of fending
it dire&tly to Paris. Itisin finding and tak-
ing the advantages of the feveral markets,
that the myflery of this traffic by exchange
doth principally confiit.

This
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'This thort account may {uffice to explain
the general theory of exchanges; a theory
curious 1n it {elf, and the practical part is
extreamly uféful for the purpofes of foreign
commerce. But to meddle with that, doth
not fall within the compafs of my defign.

The End of the F1rRsT PART,



