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E¥E~ —— “ A demand for Capital on Loan and a demand for additional Circulation are quite distinct things,

: 0

and not often found associated.

K" —— “ It is a great error, indeed, toimagine, that the demand for pecuniary accommodation (that is,
for the loan of capital) is identical with a demand for additional means of circulation, or even that the two
are frequently associated. Each demand originates in circumstances peculiarly affecting itself, and very distinct
from each other. It is when everything looks prosperous, when wages are high, prices on the rise, and facto-
ries busy, that an additional supply of currency is usually required to perform the additional functions insepa-
rable from the necessity of making larger and more numerous payments ; whereas, it is chiefly in a more
advanced stage of the commercial cycle, when difficulties begin to present themselves, when markets are
overstocked, and returns m&m%mm;rmw interest rises, and a pressure comes on the Bank for a vances of capital.
It is true, that there is no medium, through which the Bank is accustomed to advance capital, except that of
its promissory notes ; and that to refuse the notes, therefore, isto refuse the accommodation. But, the accom-
modation once granted, everything adjusts itself in conformity with the necessities of the market ; the loan

remains, and the currency, it not wanted, finds its way back to the issuer. Accordingly, a very slight examination
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of the Parliamentary Returns may convince any one, that the securities in the hands of the Bank of England
fluctuate more frequently.in an opposite direction to its circulation than in o,o.doml with it, and that the exam-
ple, ‘therefore, of that great establishment furnishes no exception to the doctrine so wﬂ.om@ pressed by the
nomnﬁw bankers, to the effect that no bank can enlarge its circu'ation, if that circulation be already adequate
to the purposes to which a bank-note currency is commonly applied ; but that every additicn to its advances,
after that limit is passed, must be made from its capital, and mcbﬁmmm by the sale of. some of its securities
in reserve, or by abstinence from further investment .E such securities. The table - compiied from the Parlia-
mentary Returns for the interval between 1833 and 1840, to SEor.H have referred in a preceding ﬁm,w@ furni-
shes continual examples of this truth ; buttwo of these are so- remarkable, that it will @w.azﬁm unnecessary for
me to go beyoad them. On the 3rd January,. 1837, when the resources ,om the Bank were strained to the utter
most to sustain credit and meet the difficulties of the money market, we find its advances on loan and discount
carried to the enermous sum of 17, 022, 0001., an amount scarcely knowa since the war, and EB,Omﬁ equal to
the entire aggregate issues, which, in the meanwhile, remain unmoved at so low a point as 17, oq@ 0001 |
On the other hand, we have, on the 4th of June 1833 a circulation of 18, 892,0001, with a return of private
securities in hand, nearly if not the very lowest om record for the last half-century, amounting to no more

than 972, 0001, 1" ‘ _ - _ .
QR 1IR30 4RO M MR v 1) " BB P28 demand for capital on loan 455" ER ANV
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