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the. loss of “private fortunes amounting to
scores of  milliohs in~ schemes and. under-
tnkings, abstrd or fraudulent.  The wmeans
of consumers, or the cash demand for commodi-
ties, in'both France and Germany, ‘was hence
most manifestly and most emphatically lessened ;
and in like manuer, and as a consequence of a
sudden inflited demand, there was in these
countries an .undue application of floating
capital to certain kinds of production, especially
conl and iron. -

1n the United States: the war ceased in 1864
and the great activity in railway making did
not begin till 1868, ~ But the destruction of the
million lives during the war of 18(0-G4, .the
devastation of the -South, and the demoralisu-
tion of the Rust, North, and North-West had so
crippled the resources of tlic. Union in capital
and people, that it was unable to sustain the
vast railway extensions of 1868-73. The rail-
ways were made with native and foreign money,
and native and foreign credit. Nearly every
new and o}d line in the country was “ financed
by means of expectations built upon the future;
and when that future came it was found that
here was nejthier traffic to afford a dividend,
nor, for many years to come; population to
produce and . consume - commodities in any
degree commensurate: with the means of trans-
port provided.  In: this instance, therefore, we
have another repetition of commercial depres-
sion.directly cnused by the diminished means of
consumers, and by the undue direction of
capital to cortiin prod\\(_h\‘e purpmes.

Iu our own. country, :we aré chiefly. the au!Ter
ers ‘from-the events in France and Germany
and ‘in the United. States, with some special
aggravations to be. specified presently. The
impetuous demand arising at the’close of the war
in the swmer of 1871 fell principally. on this
country, as’ thé only place where commodities
could be found and could be most vapidly pro-
duced, and hence the excited markets of 1871-3,
especially for coal'and iron.  So also the Ame-
rican and Russian demand for steel rails and
other materials came to England, as then the
chenpest source of supply.

Simultaneonsly with' these demands for com-
moditics, ‘there were brought to this’ country
attractive proposals for loans 1o foreign poten-
tates, governments, ‘cities, municipalities, and
companics, and these proposals were largely
accepted.. The Slock Exchange underwent
enlargements equal to-twice or thrice its former
magnitude; and syndicates and combinations
previously unheard of were employed to procure
success and favour.for the new . class of securi
ties Lrought forward. ® Ménunwhile there were
domestic schemes by the hundred for: all .sorts
of companies' devoted to the production of the
kind of commodmes then in requx:ntxon.

The scque] came upon us at the end of 1873,
The resources of the United States and of Cen--
iral” Burope were exhausted. - The railways

built in the United Stites from 1868 to 1873

were most of ‘them financinl fuilures... The

traffics did not pay working expeuses, and gra-

dually all the nativé and foreign’ capital: em-
barked in them bas become deautute of dividend,
or losr. ult.ogether Hexe was & dxmmnhou of’
ev¥suues among the coneumera of commodmes,
and & dlmluutxon, too, of untold extent,
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The public and private wadertakings in Ger-
mauy, Austria, and Hangary were in the same
plight.  The money spent upon. them was
mostly lost, or certainly unproductive for many
Yyears to come.

As regards ourselves, the means of consumers
have been lessened sinee September, 1873, by
four distinet causes, that is to say (1) from the
vast losses of the
foreign  States, railways, and companies—
gypt, Turkey, South America, Russia, Aweri-
an railways, &e In winual income these
losses amount to scores of millions<; (2) from
the losses of investors in public and private
ventures at_home—mines, industrial, manufac-
turing, nud private companies; (3) from losses
incurred in trade-—~both home and foreign ; (4)
f~om losses inenrred by thie maintenance of tens
of thousands of laborers un.lble to procure em-
ployment.

It is perfectly eertain that \hc means of con-
sumers, whether in this or other countries—
that is to say, the cash demand for commodi--
ties—can only be augmented by the operation
together, in pairs, or singly; of Lhree causes,
viz, (1) greater. fragality, harder work, and
more invention ;. (2) unusual productiveness of'
the seasons; (3) the accuninlution of ordinary
savings over a considerable period of years. 1t
is nota matter of coafidence or eredit, buta
matter of hard positive. eapital~that is, of
commoditics - over . and _ above: consumption
applied & ‘productive, nseful, and dividend-
beariug objects of expenditure.” Trade hashéen
depressed since 1873, hecause in this, and in
other countries; there has' heen year by year
little or no surplus of ‘means over outlay ; and
tracde will continue to be Jdepressed until' that
surplus becomes considerable.  Among modern
artificinl communities there is no coyness or
coqueiry about expenditnre, as soon as the
means for it exist. The disposition;is not to
leave money unspent, hut to find sufficient
money to spend. :

The undue application of ‘eapitnl to particuiar
kinds of production is auv evil which more
besets this than -any other country, and for
three reasons: (1) beeause, as a rule, we have a
Jarger annual surplus of production over expen-
diture; (2) because we have a larger class of

persons of all degrees of fortune alwvays watch--

ing for what they consider large gains and pro-

*fitable investments; and (3), and most cogent

of all, becanse our system  of deposit banking.
provides constanily at hand reserves of floating
capital, apparently equal to any possible demand
upon them.

We say apparently egnal—but not really
equal to the excessive demands which, under
our present and growing praclice, must inevi-
tably be made at uncertain periods, upon the
banking  deposits. . The - trath is, that we are
only entering upon an’experience, on a large
scale, of the profound change established in the
money market by thentiraction to the London

-banks of scores of millions of deposits, by the

olfer of rates of -interest, as a rule, better than

~can be obtained on Consols, and even on the
- These “deposits 'in former.

bighest debentures,
times ‘were left to the individual discretion and

/disposal of the several owners, exch acting

investors in the loans of

~tion of capital.

according to his fortune and 'station.  They are
now collected into huge masses in the custody

“of banks, who ‘pay: for them the most extremo
" rales possible, and. are compelled therefore to

obtain o profit by ‘lending maney on “largoe
lines,”” upon sreurities more or less on the verge
of baunking prudence. ~ Henee the enormous
growth, of late yenrs, of advances by banks in
Yoondonand the provinces, on Stock Exchange
seeurities—notably at one period on foreigu
stocks. Tt was by means of such advances
that the operations in foreign stocks were for
long tine chiefly sustained ; aud, #s o conse-
quence of such sustainument, the emission of
new foreign loans hecame comparatively an
easy enterprise.

lence, also, the success of schemors like
Collie, "who bad wit and credit enough 1o
manufucture bills to” the taste of those who
adiministered the banking deposit fund. " Hence,
further,the longand increasing reign of “ finance
paper ’—meaning by that now familinr and
fatnl title, the circulation in the money market,
under an-infinity of "disgaises, -of bills and
obligations, nll blvimately dependent for realisa-
tion on the distant snceess of industrial concerns,
public works, patents, and adventures, fit ouly
to he touched by persouns of techinical know-
lekge, rvisking thelr own money, and exercising
their own persounl aversight,

We have the strongest  conviction that a
very large partof the excessive application of :
floating “capital in’ this country to indusirial
enterprises i3 mostly due to the facilities atlord-
-ed o ¢ finaneing,” by the necessity under which
the banks—London and provincial--have most
unwisely placed themselves of paying high
rates of interest on mor )(,) left with lhem on
deposir,

But there js another evil moré mdic:\l in its
nature, and notin any sense confined to this
country—we mean. the diminished worth of
wages—that'is to ‘suy; the descending quantity
and gnality of work obtained by. employers for
wages not merely. the snme, bul higher than we
paid eightor ten years ago.  This isa. cause of
dearness ol production, and of retarded accumu-
Intion of the wost tormidable characier—going
far to neutenlise the gain to the community from
the increase of skill and the progress of mecha~: *
nical invention. Itseffect on an entire conntry—
so far as there are no suflicient conipensations in
the progress of invention or otherwise —is essen-
tially ns disastrous as would be a material re-
duction of the hours of daylight, or a material
aggravation of climate. Aftera time, and that
not a very long time, the scverest and most
hopeless sufierers. by. such o limitation of
cfficiency ani progress, would be the working
classes themselves, There can-be no advanc-
ing _welfare ‘among the class” dependent on
weekly wages, apart from the rapid- accumula-;
Tt is the rapid accumulation of
capital arising from_discovery, invention, skiti,
and energy, - which in the last thirty years has
raised general. wages in this country Ixf'ly per
Jeent., .and hasaccelerated - beyoud - the most
sanguine hopes of the most entl)usmsuc phnlau—
. thropisls of. the ]ast age the. cnlxrc °ouul im-
_provement of the humblcr clnssu. Apart from
this repid mcumulauon of cnpxml benevolem, .
nnerfclencc \wuld have bccn futile,




