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Local finance and overseas trade during the Industrial Revolution: an examination of the financial arrangements of a Liverpool merchant

Mina Ishizu, Cardiff University

This paper attempts to outline the complex relationships developed between a Liverpool overseas merchant and banks in the port city of Liverpool and in London during the early nineteenth century.
  Focusing upon the arrangements made by John Leigh to finance his West India trade in the years of the Napoleonic Wars, the paper investigates the relationships that existed between Liverpool merchants and both local and national financial institutions.  Through examination of the financial and commercial arrangements of this Liverpool merchant, the paper’s further ambition is to test the hypotheses that the growth of financial institutions both induced speculative expansion of the transatlantic trade and also that it created increased instability in the financial system.

The examination of John Leigh’s commercial and financial arrangements draws on the combined source materials relating to him
.  They feature Leigh’s trading business chiefly with West India and Ireland from the commencement of his business in 1803.  Besides his activity as a slave merchant, they document the ways in which his business linked the transatlantic trade with the domestic hinterlands of Liverpool, not least his active engagement in connecting the colonial trade with Irish trade, and, of great interest, the extensive financial networks that linked banks at regional level with these in London.  Leigh’s career ended with his bankruptcy in 1811 with over £139,000 owed to some 65 creditors.  It is likely that his collapse was precipitated by the bankruptcy of a London bank which itself resulted from the volatility of the transatlantic trade in the uncertain wartime conditions.

By the beginning of the nineteenth century Liverpool had established its supremacy in transatlantic trade over Bristol and London.  In particular the outbreak of the wars with France allowed the Merseyside port to take advantage of its good location and enjoy prosperity.  As is well known, a large part of transatlantic trade, especially West India trade, was made up of indirect trade via the slave trade from the West coast of Africa.  The long distances involved meant that remittance for the sale of goods took a long time to reach the merchants in British ports. The merchants thus needed huge amounts of capital investment in trade that was beyond their personal resources.  Although it has not been subject to systematic investigation, it can be assumed that the commercial finance of transatlantic trade contributed importantly to the emergence of the British financial system
.  We know that a small number of reputable London houses specialized in financing transatlantic trade, especially West India trade, and had established dominance in this trade by accepting final responsibility for West India bills which were presented in London for discounting
.  Relatively little is known about the practice of Atlantic trade finance outside London but by the mid eighteenth century South Lancashire had a local bill market sufficient to allow Liverpool slave merchants to settle most of their debts to one another locally
.  We know too little about how the banks operated in this arrangement
.  In addition, little study has been done on the impact of the Napoleonic Wars on local banking and financial networks and upon instability in transatlantic trade
.  The growth of industry and trade during the early to mid eighteenth century appears to have led the increase in the number of country banks and formation of a national bill discounting system with London banks.  It should thus be questioned whether the commercial uncertainty in the time of the French Wars created difficulties in the British financial networks, in particular in local finance.  An examination of John Leigh and his banking arrangements serves as a case study to cast a light upon this issue.
During his trading years Leigh did business with several banks including local South Lancashire banks as well as London banks.  Among the local banks were Leyland Bullins & Co and Hugh Jones & Co. both of Liverpool.  London connections included Anderson & Co. who originated in the slave trade and John Irving who was a Quaker banker.  Nonetheless the banking houses with which Leigh held accounts and conducted most of his transactions were Parr Lyon Hurst & Co. of Warrington, Devaynes Croft & Co. of London, and Brickwoods Rainier & Co. of London.  Table 1 shows the volume of bills of exchange that Leigh sent to Parr’s Bank in 1805 to 1807.  It was computed from the letters that Leigh sent to this bank during the period
.  It shows the number, pound sterling value, and usance of the bills
.  Leigh opened his account with the Warrington Bank soon after he started business in 1803.  Parr’s bank was established by 1788 and was regarded one of the oldest private bankers in the country
.  They held his account and discounted bills of exchange.  The origin of each bill was not necessarily given in the correspondence, but the most significant amount of bills was from West India merchants, Irish merchants and brewers, and merchants of London and Liverpool.   West India Bills in this time were mostly for large amounts, and had longer usance than the others.  The table indicates that Leigh’s bill transactions with Parr increased significantly over the period.  It shows that Leigh had regular receipt of a fairly large amount of bills for sales of goods, such as slaves in West India and sugar or cotton in England and Ireland; and that he sent them to Parr’s Bank to get them discounted.  Besides this service, Parr’s bank realised Leigh’s financial needs in London by mediating with their London agent bank, Devaynes Croft & Co.  Most of the local banks in this period established agency connections with London banks and this enabled the country banks to conduct financial transactions in the London market.

Through Parr, Leigh was allowed to draw bills and drafts on the London bank, Devaynes’ Bank.  This is shown in Table 2.  It shows that Leigh regularly and increasingly drew, on his own account, bills and drafts of fairly large amount for two or three months’ usance.  Bills transacted in this way were called acceptance bills.  The practice was that a merchant would let a bill drawn upon himself and accepted once by himself and be then given to other parties, usually manufacturers and providers of goods.  The bill would then be discounted at their bank.  Thus acceptance bills were an important means for merchants to expand credit provisions.  Presumably most of the transactions with Devaynes’ Bank were such acceptance bills.   Usually Leigh sent those bills specifically to a small number of merchants in London who were involved in West Indies trade.

We can now see that Leigh’s banking arrangement was following.  He received foreign bills for the sale of goods and got them discounted at Parr’s Bank and credited to his account.  On the other side, he drew acceptance bills at the London Devaynes’ Bank and made his payments there for his goods purchased.  The commission he paid to Parr’s Bank each time he ordered at Devaynes’ Bank was 1/4 percent
.  It is thus not difficult to imagine why Leigh would seek a direct connection with a London bank.  Luckily enough he was introduced by his merchant friend in London to the prominent house of Brickwood Rainier & Co.  This bank was one of a few banks who were specialized in dealing with the West India trade.  Leigh succeeded in establishing business with Brickwood in autumn 1806.  He explained to Brickwood Bank, ‘…it is our intention to divide our business between you and Parr[‘s Bank] if you agree to do it on the same terms they allow us the same privilege to draw long[-term] Bills’
.

Table 3 shows Leigh’s transactions with Brickwood from November 1806 to February 1807, the amount of bills sent and discounted on the left column, and on the right column the amount of acceptance bills Leigh drew.  It indicates that the transactions between Leigh and Brickwood were fairly large.  In fact, Leigh increased his bill transactions with the London bank to finance his expansion in trade particularly the exploration of new trading link in South America until the summer of 1810 when Brickwood stopped payment after the sudden reverse in the trade the previous year
.  A letter that Leigh wrote in great shock to Parr’s Bank was found in the Warrington Bank’s repository: 

Gentleman … to my great trouble and sensation found Mess Brickwood & Co Banker had stopped payment… I cannot ascertain if they do or not hold the Bills which we have drawn against… I will give you such security to put you with…

The debt claim was made against Brickwood & Co. under the name of Leigh for more than £45,000 upon several bills of exchange and he stood out as one of the single largest creditors in the London bank’s bankruptcy case
.  The legal procedure was however initiated by Parr’s Bank because John Leigh went bankrupt within several months of Brickwood’s failure.  The correlation of the two bankruptcies drew the attention of Parr’s Bank
.  Brickwood’s failure inevitably imposed great strain upon Leigh’s normal calculations by delaying payment and compensating the bill holders with expensive securities.
…respecting payment, I am sorry to say owing to Brickwood & Co stopping payment has locked up 40,000 pounds therefore I am not prepared to pay such but will give good Security at 12 months date…

Anxiety and uncertainty were certainly caused by the unpredictability of the Napoleonic Wars.  Not only did trade instability precipitated Brickwood’s loss but Leigh also faced much difficulty in wage and other expenses payments for his Atlantic vessels.  For example John Kay, Leigh’s clerk, wrote of Snow Vedre in September 1810.

… Mr Edward has just called and complained in Severe term against your not having paid the Wages after he had given up the Bill for that purpose, he will give Bail to the admiralty proctor on Sunday morning this will throw 100 pounds away but it was all he could do, he said you were absolutely allowing your property to go to ruin …

Conclusion

This paper has used a case study to show that transatlantic trade in Liverpool was financed by the bill circulation system between banks of Liverpool and the capital.  This credit system, which has been rarely addressed empirically in existing studies, played a key role in the Industrial Revolution by directing capital northwards into regional trade and industrialisation.  The financial arrangement made by Leigh and his banks of Liverpool and London during the early nineteenth century was a part of this inter-regional credit flow
.  It is interesting that Leigh’s direct connection with Brickwood’s Bank in London coincided with his trade expansion during 1806-1810.  He explored new trade into Central and South America as well as with the West Indies at a time of foreign market re-orientation during the Napoleonic Wars.  Leigh’s trading ambitions were accommodated by his connection with the London bank.  However it was this same credit connection that rendered Leigh increasingly subject to the instability of wartime trade conditions.  It is likely that the shift in patterns of trade and credit during wartime had a major impact on the bankruptcies of Leigh and Brickwood’s Bank in 1810 and 1811.  The revolts in the Spanish Americas in particular may have ruined Brickwood and led to Leigh’s bankruptcy by disturbing their credit scheme.  Thus both greater chance and greater risk were injected into the local finance of Liverpool trade through the inter-regional credit network.
	Table 1 Abstract of the bills sent to Parr Lyon & Co. from John Leigh & Co. 1805-1807

	　
	No. of bills
	Value of bills (￡)
	Usance (days)

	1805
	
	
	　

	February
	2
	1162
	　

	March
	3
	218
	　

	April
	2
	821
	　

	May
	5
	1734
	93

	June 
	7
	2343
	62-125

	July
	3
	2444
	　

	August
	7
	4215
	93

	September
	1
	1000
	　

	October
	6
	3482
	21

	November
	13
	1513
	62-93

	December
	4
	4643
	　

	1806
	
	
	　

	January
	3
	1690
	93

	February
	13
	5127
	　

	March
	13
	4602
	62

	April
	9
	4527
	93

	May
	17
	6508
	93-124

	June 
	9
	2532
	93

	July 
	12
	2856
	62-93

	August
	14
	6673
	21-93

	September
	18
	8342
	62-124

	October
	17
	5085
	62-124

	November
	5
	4170
	62-93

	December
	21
	6405
	62-93

	1807
	
	
	　

	January
	13
	4887
	62-93

	February
	6
	4058
	62-93

	Sources: C108/212, 213 National Archives

	Table 2 Abstract of the bills sent to Devaynes 

	Crofts & Co from John Leigh & Co. 1805 - 1807

	　
	No. of bills
	Value of bills (￡)
	Usance (days)

	1805
	
	
	　

	April
	8
	1587
	　

	May
	3
	1059
	93

	June 
	7
	5056
	62-93

	July
	7
	2532
	62-93

	August
	14
	4848
	62-93

	September
	21
	4849
	62-124

	October
	5
	2515
	62-93

	November
	6
	1858
	75-93

	December
	6
	3173
	62-93

	1806
	
	
	　

	January
	6
	2485
	62-93

	February
	9
	4642
	62-93

	March
	5
	2353
	62-93

	April
	13
	5245
	10-93

	May
	4
	3050
	62

	June 
	13
	6770
	62-124

	July 
	11
	7445
	62-93

	August
	9
	5304
	62-75

	September
	5
	3553
	62-75

	October
	11
	5641
	62-186

	November
	15
	7477
	62-93

	December
	11
	4179
	62-93

	1807
	
	
	　

	January
	14
	9610
	62-93

	February
	13
	4016
	62-93

	Sources: C108/212, 213 National Archives


	Table 3 Abstract of the bill transaction of John Leigh & Co with Brickwood & Co. 1806 & 1807

	　
	Bills sent
	　
	　
	Bills drawn
	　

	　
	Number
	Value
	usance
	Number
	Value
	usance

	　
	　
	(￡)
	(days)
	　
	(￡)
	(days)

	1806
	
	
	　
	
	
	　

	November
	2
	3045
	61
	1
	750
	93

	December
	5
	6088
	93
	1
	2297
	62

	1807
	
	
	　
	
	
	　

	January
	1
	635
	　
	1
	598
	　

	February
	5
	1835
	　
	3
	1731
	　

	Sources: C108/212, 213 National Archives
	
	


� This paper draws on the preliminary results of PhD research on the local, national and international financial connections of the commercial/port trade regions of Bristol and Liverpool.


� There are three sets of papers relating to John Leigh.  The first set derives from the bankruptcy records held by the Chancery including over a thousand pieces of trade correspondence (B3/2942-4, C108/212-4 National Archives, Kew). Secondly, the Warrington bank of Parr Lyon Hurst & Co. with whom Leigh held accounts made exhaustive investigation into Leigh’s bankruptcy in order to trace his bills of exchange (PBA123 Royal Bank of Scotland Group Archives).  Lastly, additional information is available from the identification of John Leigh as one of the largest creditors of Brickwood Rainier & Co., the London bank, which went bankrupt in 1810 (B3/252-4 National Archives).
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� From a different perspective, Ashton argued that Liverpool local banks played a key role in wide use of foreign bills and London bills as means of payment in the South Lancashire area.  Ashton, T.S. ‘The bill of exchange and private banks in Lancashire 1790-1830’ Economic History Review, 15 (1945), pp.30.


� Correlation between credit extension and several wars in the eighteenth century has been studied by Hoppit.  Hoppit, J. Risk and failure in English business 1700-1800 (Cambridge, 1987), p.122-130.


� The period covered here is short, so it may not be regarded as a complete illustration of his entire financial environment, but rather as one interesting example of the pattern of banking transaction of an overseas merchant of this period.


� Usance is the time which is allowed for the payment of bills (generally in time of slack trade people would become reluctant to accept longer term bills and would insist upon cash payments).


� The bank’s partners were also engaged in a sugar broking and sugar refining business.  It is notable that Leigh’s main interest in West India trade was sugar import.  Dawes, M. and Ward-Perkins, C.N. Country banks of England and Wales: private provincial banks & bankers 1688-1953 (Kent, 2000), p.614.


� Letter to Brickwood & Co. from John Leigh, Liverpool 22 November 1806 (C108/212 National Archives).


� ibid.


� Bankruptcy file of Brickwood, Rainier & Co. (B3/252 National Archives): The impact of the failure of this bank on the economy was described in detail in the contemporary newspapers such as The Times and The Morning Chronicle.  Quoted by Pressnell.  Pressnell, L.S. Country banking in the Industrial Revolution (Oxford, 1956), p.466.


� Letter to Parr Lyon Hurst & Co. form John Leigh, London 9 July 1810 (PBA123 Royal Bank of Scotland Group Archives).


� Bankruptcy file of Brickwood, Rainier & Co. (B3/252-4 National Archives).


� Parr’s Bank made extensive investigation upon this case.  In as late as 1823 the bank “desired ... to look for the correspondence between John Leigh and the [Brickwood’s] Bank respecting Brickwoods acceptances…” Letter to Thomas Parr from William Stretcher, Warrington 11 July 1823 (PBA123 Royal Bank of Scotland Group Archives).


� Letter to Atchison & Morgan from John Leigh, London 1 September 1810 (C108/213 National Archives).


� Leigh sent Snow Vedre a few times to Trinidad and Brazil during 1807-1810.  Invoice Book of John Leigh (C108/214 National Archives).


� Letter to John Leigh from John Kay, London 22 September 1810 (C108/213 National Archives).


� The development of the bill discounting system in Britain occurred during the last quarter of the eighteenth and the first two decades of the nineteenth centuries.  Black, I. ‘London agency system in English banking 1780-1825,’ London Journal, 21 (1996), pp.118; King, W.T. History of the London discount market (London, 1936), p.1-30; Pressnell, Country banking, p.84-95.





